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Not  to  be  taken  from  this  room 


_u  Sao 


Every  person  wno  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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Continuous  coal  miners 


ne  services 


Oil  field  engines 


Dresser  products  and  services  are 

helping  the  energy 

industries  around  the 
world,  around  the  clock. 

Wherever  in  the  world  you  find  men  discovering,  developing, 
producing,  transporting,  processing,  distributing,  generating  and 
marketing  energy,  you'll  find  these  Dresser  names  .  .    A-lurott, 
Clark,  Consolidated,  Dresser,  Dresser  Atlu*-,  I  Hympu 

Cuiberson,  Harbison-Walker,  Ideco,  Jeffrey,  Lodge  i  Ottrtll,  Magioluu 
Pacific,  Roots,  Security,  Swaco   Wayne,  Waukesha  plus  Pit 
people  and  Dresser  technology  at  work. 

Of  Dresser  Industries'  current  annual  revenue  rate  of  $1.7 
billion,  over  one  billion  is  generated  from  high-technology 
products  and  services  sold  to  the  world's  energy  industries. 

For  a  copy  of  our  latest  annual  report,  write  to  Dresser 
Industries,  Republic  National  Bank  Building,  Dallas,  Texas  75221. 

DRESSER 
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>ver  had  it  so  bad. 


Huck  ever  found  himself 
ffrlmg  river  of  foam. 

contending  with  any  of  today's 

"trial  §nd  municipal  wastes.  But 
rn  anii-pol lution  technology  is 

<  ng  the  answers.  And  we're  deeply 
c*'ved.  In  fact,  Crane  and  its  Cochrane 

..onmental  Systems  Division 
been  specialists  in  water  and  waste 
Yient  for  better  than  a  century, 
he  pollution  symptom  above 
.times  accompanied  by  malodorous 
)  indicates  dissolved  organic 
.  For  this  particular  problem  (as  for 

ly  others)  Crane  provides  tailor-made 
liques  and  tools.  For  example: 


Ozonators.  Degassers.  Aerators.  Carbon 
filters.  Clarifiers.  Reverse  osmosis.  Plus  a 
wide  selection  of  valves  and  pumps  for 
fluid  control.  AH  backed  by  specialized 
skills  and  knowledge. 

Dissolved  organic  solids  represent 
just  one  of  many  water  pollution  problems 
we  help  solve  every  day.  For  further 
information  contact:  Crane  Co.,  Dept.  AD, 
300  Park  Avenue,  New  York,  N.Y.  10022. 


Crane  makes  it  flow  clean  again. 


In  the  industrial  sector  of  the  economy, 
few  companies  are  as  well  positioned 
as  Colt  Industries. 


Today,  emphasis 
in  the  U.S.  economy 
is  increasingly  on  in- 
dustrial goods. 

And  as  companies  spend 
to  add  capacity,  manufacturers 
like  Colt  Industries  are  respond 
ing  with  what  industry  needs 
most. 

A  familiar  family.  In  1973 
96%  of  our  $862.1  million 
in  sales  came  from 
specialty  steels  and 
industrial  products. 
The  remaining  4% 
came  from  Fire- 
arms and  Sport- 
ing Equipment. 
The  names  in  our 
product  family  are 
both  well-known  and 
respected.  Crucible 
specialty  steels. 


Firearms  & 
Sporting  Fquipment 


Trent  welded  stainless  steel  pipe 
and  tubing,  Fairbanks  Morse  diesel 
engines  and  pumps,  Fairbanks 
scales.  Pratt  &  Whitney  and  Elox 
production  equipment. 
Quincy  compressors.  Cen- 
tral Moloney  transformers. 
Chandler  Evans  fuel  con- 
trols. Holley  carburetors. 
Products  that  are  helping 
American  industry  increase 
capacity  and  productivity. 
Power  to  prof  it.  With  the 
right  products  at  the  right  time,  our 
momentum  is  evident  in  our  record 
results  for  the  first  nine  months  of 


QU]n£jfr     1974-  Net  earnings 
were  $55.5  million,  or 
$7.85  a  common  share,  on 
sales  of  $843.5  million.  This  com- 
pares with  net  earnings  of  $17.8 
million,  or  $2.22  a  common  share, 
on  sales  of  $631.2  million  in  the 
same  1973  period. 

Our  growth  and  profitability  are 
being  propelled  by  the  breadth  and 
strength  of  our  earnings  base,  lead- 
ership in  industrial  markets  served, 
and  strong  demand  for  the  industrial 
products  we  make.  For  copies  of  our 
latest  financial  reports,  write  Colt 
Industries  Inc.  Dept.  F-1, 430  Park 
Avenue,  New  York,  N.Y.  10022. 


Colt  Industries 
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A  Note  To  The  Reader 


This  issue  is  built  around  FORBES'  statistical  Yardsticks  of  Management  Performance, 
which  are  specially  designed  to  measure  the  long-range  growth  and  profitability  of  the 
largest  U.S.  companies.  It  took  sales  of  $250  million  to  be  added  to  this  year's  rankings. 

Using  the  FORBES  Yardsticks,  a  total  of  859  companies  are  ranked  two  ways: 

-The  WHO'S  WHERE  RANKINGS,  starting  on  page  39,  rank  all  859  together  by 
profitability,  by  growth  and  by  stock  market  performance. 

-The  INDUSTRY  REPORTS,  starting  on  page  119,  rank  them  by  industry  groups 
against  their  competitors. 

To  locate  a  company's  Yardsticks  statistics,  see  index  on  page  39. 
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Suddenly  balance  sheets  and  cash  flow  statements  are  very  fashionable. 
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best  money-makers? 
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How  30  industries  and  80  subgroups  stack  up  against  each  other  on  the 
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Detroit  collided  with  its  customers  last  year,  and  the  shock  waves  are  still 
going  out. 
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They  have  a  lot  going  for  them   in  1975,  but  1974  was  a  one-of-a-kind  year. 
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If  homebuilding  was  depressed,  why  do   many  of  the   results   look  so   good? 
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Consumers  are  still  spending,  stagflation  notwithstanding,  but  they  are  spending 
differently. 
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Why  Puerto  Rico  is  unique 

as  a  place  for  manufacturers 

to  make  more  profits 


The  President  and  Editor-in-Chief 
of  Forbes  magazine  tells  how  a 
unique  relationship  with  the  United 
States  allows  Puerto  Rico  to  pro- 
vide manufacturers  with  advan- 
tages for  profits  that  they  won't 
find  anywhere  else  in  the  world. 

Read  his  "fact  and  comment," 
then  send  the  coupon  below  for 
more  details. 

**  Puerto  Rico  is  unique  in  all  the 
world  — and  I  don't  mean  for  tourists, 
although  it  is  that. 

I  mean  from  the  U.S.  manufac- 
turer's point  of  view. 

I    call    Puerto    Rico    "unique" 
because  of  a  very  practical  set  of  cir- 
cumstances  there   that  encourage 
!  employment  and  growth  and  a  decent 
profit  for  manufacturers. 

Saw  economic  wonders 

;ln  1958  I  first  saw  the  economic 
'wonders  the  people  of  Puerto  Rico 
were  bringing  about. 

My  wife  and  I,  on  a  visit  to  Puerto 
Rico,  asked  a  mutual  friend  to  arrange 
ia  meeting  with  Governor  Luis  Munoz 
Marin.  This  was  the  man  who  started 
it  all.  And  this  was  the  period  when 
i  their  economic  development  program 
was  beginning  to  show  its  first  signifi- 
cant signs  of  success.  With  Munoz  as 
our  guide,  we  learned  about  it  firsthand. 

A  gamble  they  had  to  take 

Munoz  named  the  program  Operation 

Bootstrap.  And  he  told  us  what  a  big 

able  it  was  on  the  part  of  the  people 

Puerto  Rico.  But  it  was  a  gamble 
rhey  realized  they  had  to  take. 

Puerto  Rico,  with   its  dying  one- 
economy  and  its  exploding  popu- 

n,  was  down  and  out  by  1940.  The 
island  was  labeled  "The  Stricken  Land." 

But  by  the  late  50's,  however,  indus- 
try had  surpassed  agriculture  as  a 
source  of  income.  And  I  could  see  that 
the  effort  to  lift  the  island  literally  by 


by  Malcolm  S.  Forbes 


Malcolm  S.  Forbes,  President  and 

Editor-in-Chief  of  Forbes  magazine, 

has  been  described  as 

"...  perhaps  our  leading  business-watcher.  " 

its  bootstraps  had  many  people  turned 
on  both  here  and  there. 

Something  for  everyone 

And  for  good  reason.  Operation  Boot- 
strap was  working.  Why?  Not  out  of 
idealism.  But  because  it  offered  then 
and  in  fact  offers  now  something  for 
everyone  involved.  The  Government, 
which  wants  to  improve  the  economy 
of  the  island.  The  workers,  who  need 
jobs.  And  manufacturers,  who  see  the 
benefits  of  this  kind  of  close  co- 
operation. 

The    people    at    Puerto   Rico's 
Economic    Development    Administra- 
tion (they  call  themselves  "Fomento") 
can  give  all  the  pertinent  facts  and 
figures. 

But  I  can  tell  you  that  Puerto  Rico 
offers  100%  tax  exemption  to  qualified 
manufacturers.  That  Puerto  Rico  offers 
duty-free  entry  to  the  United  States. 
That  there  is  an  abundant  supply  of 
workers  ready  to  go  to  work  tomorrow. 

I  suggest  that  if  you  are  looking  for 
a  new  plant  site,  you  would  be  making 
a  mistake  if  you  did  not  include  Puerto 
Rico  in  your  list  of  locations.  9  ^ 


Puerto  Rico's 
Unique  Benefits 

Puerto  Rico  is  a  Commonwealth  freely 
associated  with  the  U.S.  through  a 
compact  of  union  which  elevated  the 
island  from  territorial  status  in  1952. 
Puerto  Rico  offers  manufacturers: 

1.  No  federal  taxes.  Federal  taxes 
on  corporate  profits  do  not  apply. 

2.  100%  exemption  from  all 
local  taxes.  No  tax  on  corporate  in- 
come, real  or  personal  property.  No 
excise  or  city  taxes.  Up  to  30  years. 

3.  100,000  workers  available. 
With  an  unemployment  rate  that  ex- 
ceeds 12%,  the  people  of  Puerto  Rico 
need  work.  There  are  over   100,000 
ready  to  start  immediately. 

4.  Fast  training  programs.  Gov- 
ernment-sponsored    programs     train 
workers  for  sophisticated  jobs. 

5.  Quick,    profitable    start-up. 
Figures  show  that  most  manufacturers 
in  Puerto  Rico  have  arrived  at  a  profit- 
able bottom  line  in  just  six  to  nine 
months  after  starting  up. 

Send  for  free  Plant  Site  Kit 

Get  more  information.  Fill  out  the 
coupon  below  and  send  it  to  us  now. 

Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
Dept.  FB-12,  1290  Ave.  of  the  Americas 
New  York,  N.Y.  10019 

I'd  like  to  find  out  more  about  the  unique 
advantages  Puerto  Rico  offers  as  a  plant 
site  within  the  U.S.  Please  send  free  Plant 
Site  Kit  with  facts  and  figures. 
The  products  I  might  be  interested  in 
manufacturing  in  Puerto  Rico  are: 


Name. 
Title_ 


Company. 

Address 

City 


State. 


_Zip_ 


c1975,  Commonwealth  of  Puerto  Rico 


Take  65,000  people 
working  in  225  plants 

worldwide 
over  a  thousand 

different  products 
for  packaging, 

involvement  in 
markets  of 

133  countries,  and  sales 
at  the  late  of 
$3  billion  a  year... 


That's  Continental 


Contii 


Continent. il  Can  Company 
633  Third  Av. 

New  York   N  V    100 


m00*^%^} 


Soon  Americans  will  be  able  to  trade  gold 
futures  on  the  International  Monetary  Market 
By  the  time  that  happens,  you  ought  to  have 
read  "Understanding  Gold  Futures  Trading." 


That's  our  new  32-page  booklet  describing  the 
factors  that  are  likely  to  affect  gold  pr.ces  plus 
a  general  overview  of  how  the  market  works. 
For  your  free  copy,  send  ihe  coupon  below. 


P  r*  AT,. 


*RY 


'*,  INTERNATIONAL  MONETARY  MARKET 

K-  OF  THE  CHICAGO  MERCANTILE  EXCHANGE 

*■  444  West  Jackson  Blvd.,  Chicago,  Illinois  60606 

*»*     Gentlemen:  Dept.  3380 

Please  send  me  a  copy  of  'Understanding  Gold  Futures  Trading." 


Name 
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What  you  are  about  to  read  is  Forbes'  annual  ranking  of  America's 
biggest  companies.  It  is  not  a  still-life  picture  like  our  May  15  Direc- 
tory Issue,  which  shows  how  big  they  are  at  a  particular  moment.  Rath- 
er, it  is  an  action  shot,  capturing  the  motion  of  their  performance  din- 
ing the  last  12  months  and  the  last  five  years.  It  shows  them  running, 
leaping,  turning— and  sometimes  falling  flat  on  their  faces. 

Twenty-six  years  after  its  first  publication  in  1949,  our  Annual  Report 
remains  the  only  service  of  its  kind  available  to  American  investors  and 
businessmen.  Nowhere  else  can  they  find  such  careful,  long-range  measure- 
ments across  almost  the  entire  spectrum  of  American  industry.  From  our 
data  base,  constantly  updated,  comes  an  objective,  probing  analysis  of  the 
management  successes  and  failures  of  the  U.S.  free  enterprise  system. 

Like  any  action  photograph,  it  is  often  difficult  to  take.  For  one  thing, 
the  subjects— the  companies  and  the  economy  they  operate  in— are  dif- 
ficult subjects.  Frequently  they  jump  in  the  other  direction  just  as  the 
shutter  is  being  pressed.  A  sports  photographer  can  correct  for  such  bhn- 
producing  action  simply  by  quickening  his  shutter  speed.  But  Forbes' 
Annual  Report  issue  requires  a  long  exposure  time  to  absorb  the  large 
amount  of  data  on  the  850-odd  companies  it  covers.  Our  writers  must 
begin  their  research  in  September  to  finish  by  late  December;  our  stat- 
isticians go  to  work  on  it  even  earlier— in  midsummer.  With  the  shutter 
open  that  long,  a  lot  of  last-minute  touching  up  is  required  when  the 
subjects  suddenly  veer  off  in  another  direction. 

This  year's  issue  was  a  tough  challenge  for  Senior  Editor  Stephen 
Quickel,  who  directed  it.  When  the  issue  began  to  take  shape  back  in 
September,  hardly  anyone  was  talking  about  recession.  Inflation  was  the 
uppermost  concern.  President  Ford  had  held  his  economic  summits,  ad- 
dressed the  Congress  on  his  program  to  fight  inflation  and  begun  passing 
out  his  Whip  Inflation  Now  buttons.  Companies  were  reporting  huge,  in- 
flation-fueled profit  gains.  But  recession  was  nudging  inflation  out  oi 
center  stage.  So  Quickel  and  his  staff  faced  the  problem  of  analyzing  the 
companies'  performance  against  a  complex,  fast-changing  background. 

The  biggest  problems  were  with  the  FORBES  Yardstick  statistics  the 
growth  and  profitability  figures,  which  make  up  a  huge  part  of  this  issue. 
If  the  economy  had  shifted,  and  companies  were  already  laying  oil  work 
ers  and  trimming  back  inventories,  the  recession  still  had  only  begun  to 
show  up  in  their  reported  sales  and  earnings.  Nor  would  they  show  up  b) 
the  time  the  issue  went  to  press,  since  the  latest  reporting  date  foi  the 
majority  of  the  companies  coveted  was  Sept.  30,  To  compensate,  Forbes 
has  gone  to  great  lengths  in  the  accompanying  articles  to  discuss  th< 
ures  in  the  context  of  a  stagflationary  1975. 

Amid   deepening    recession    and    a    gloom)    international    energy    sit 
nation,  the  Forbes  figures  make-  for  comforting  reading    reflecting  as  the) 
do  the  record  earnings  of  1973  and  much  <>l    1974.  Enjoy  the  numbers.   It 
may  he  some  time  before  American  husiness  sees  their  like  again.  ■ 
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Significant  reading 

for  business  people  who  invest  their  time 
as  prudently  as  they  invest  their  money. 
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As  a  beginning  member  of  Fortune  Book  Club,  you  simply 
agree  to  buy  four  more  books  within  the  next  year. 

pays  important  introductory  offer:  any  three 
of  the  outstanding  books  on 
this  page  for  just  $1,  plus 
shipping,  with  membership. 
It's  a  most  worthwhile  invest- 
ment of  your  time  and  your 
money. 


lEADING 

dividends.  That's  why 
busy  business  people  turn  to 
the  Fortune  Book  Club  as  a 
source  of  today's  best  books. 
You  can  depend  on  it— for 
profit  and  pleasure.  Right 
now,  take  advantage  of  our 

Additional  titles  to  choose  from, 


109  PIERPONT 
MORGAN  & 
FRIENDS  by 

GEORGE 
WHEELER 

Photos.  $10 


122.EGOSPEAK 

Why  No  One 
Listens  to  You 

by  EDMOND  G. 
ADOEO  & 
ROBERT  E. 
BURGER.  $6.95 

141.  HOW  TO 
INVEST  IN 
BONDS  by 

HUGH  C. 

SHERWOOD 

$7.95 


108.  THE  . 
INTELLIGENT 
INVESTOR  by 

BENJAMIN 
GRAHAM.  $7.95 


152.  THE  NEW 
ORATORY  by 

ANTONY  JAY 
$850 


102.  THE  YOUNG 
MILLIONAIRES 

by  LAWRENCE  A. 
ARMOUR.  $7.95 


116.  THE  BANK 
BOOK  by 

MORGAN  IRVING 

as  audited  by 

CHARLES  SOPKIN 
$695 


113.  THE 
HAMMOND 
WORLD  ATLAS 
Superior 
Edition.  $12 


112.  ALIVE  by 

PIERS  PAUL 
READ.  PhotOS 

&  maps.  $10 


142.  LIKE  IT  IS 

by  HOWARD 
COSELL.  $8.95 
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138.  THE 

ENTREPRENEURS 
Explorations  Within 
the  American 
Business  Tradition 

by  ROBERT 
SOBEL.  $12.50 


121.  THE  GREAT 
WALL  STREET 
SCANDAL  by 

RAYMOND  L. 
DIRKS  A 

LEONARD  GROSS 
$8  95 


How  Membership  Works 

•  Fifteen  times  a  year  (about  every  three  and  a  half 
weeks)  you  will  receive  the  Fortune  Book  Club  News, 
which  describes  the  upcoming  Selection  plus  many 
Alternates.  If  you  want  the  Selection,  do  nothing;  it  will 
be  shipped  to  you  automatically.  If  you  want  an  Alter- 
nate—or no  book  at  all— indicate  your decisionon  the 
reply  form  that  always  accompanies  the  News  and  re- 
turn the  form  in  time  to  reach  us  by  the  date  specified. 

•  If,  because  of  late  mail  delivery  of  the  News,  you 
should  receive  a  Selection  without  having  had  at  least 
ten  days  to  decide  whether  you  want  it,  that  Selection 
may  be  returned  at  Club  expense. 

•  As  a  member  you  need  buy  only  four  Selections  or 
Alternates  out  of  the  hundred  or  so  that  will  be  offered 
to  you  during  the  next  year,  most  at  prices  averaging 
considerably  less  than  regular  publishers'  prices. 

Fortune  Book  Club 

Camp  Hill,  Pennsylvania  17012 


Fortune  Book  Club 

OPERATED  BY  Book-of-the-Month  Club,  In  . 

Camp  Hill,  Pennsylvania  17012  5-FB31 4-1-1 

Please  enroll  me  as  a  member  of  the  Fortune  Book  Club  and 
send  me  the  three  books  whose  numbers  I  have  indicated  in 
the  boxes  below,  billing  me  $1  for  all  three.  I  agree  to  purchase 
at  least  four  additional  Selections  or  Alternates  during  the  first 
year  I  am  a  member,  paying  in  most  cases  special  members' 
prices.  My  membershipiscancelable  anytime  after  I  buy  the  four 
additional  books.  A  shipping  charge  is  added  to  all  shipments. 

INDICATE  BY  NUMBER 
THE  THREE  BOOKS 
YOU  WANT 


MR'     / 
MRS    >  - 
MISS  \ 

Address . 

<»>  City  & 
ul  State 


(Please  print  plainly) 


.10 


FORTUNE  is  a  registered  trademark  of  Time  Incorporated. 
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"Pop,  do  you  know 
you  use  more  energy 
shaving  that  way 
than  you  would 
with  an  electric  razor? 


COULD  YOUR  CHILDREN 
PASS  THIS  GRADE  SCHOOL 
ENERGY  QUIZ?  COULD  YOU? 


i. The  average  American  uses  Q2   D4.-D8  times  as  much  energy  as  the  average  person  in  the  rest  of  the 
world. 

2.  Which  gives  you  more  light  from  the  same  amount  of  energy:  Done  75-watl  hulh    Gthn  watj 
bulbs? 

3.  The  most  abundant  energy  resource  in  this  country  is  □natural  gas  Qcoal  Doil. 

4.  Most  gasoline  in  the  U.S.  is  consumed  on  car  trips  of  Dunder  5  miles  DS  to  10  miles  Dover  10  miles 


Chances  are,  when  you  were  in  school,  nobody  asked  questions  like  these.  Because  nobody  thought 
answers  were  important. 

But  children  today  are  facing  an  increasingly  energy-conscious,  environment-conscious  way  a 
They  must  have  the  answers.  And  the  sooner  the  better. 

One  promising  approach  to  energy  education  is  a  pilot  program  for  element, u\  and  MCOndar\  SCJ 
students  developed  by  the  Bolton  Institute  of  Washington,  D.C.  The  idea  is  to  get  youngsters  involve^ 


: 


igy'Saving  activities  at  home  and  through  community  workshops.  It  is  being  tested  now  in  the  New  England 


IV  v 


But  there's  much  more  to  be  done.  Energy  education  needs  the  support  of  all  of  us  to  really  take  hold. 
»at  means  community  leaders,  business  people,  teachers- and  parents. 

We're  offering  two  booklets  we  think  you  and  your  children  will  find  stimulating  and  fun:  "Energy  Con- 
vation  Experiments  You  Can  Do",  published  by  the  Thomas  Alva  Edison  Foundation;  and  "The  Energy 
lallenge:  What  Can  We  Do.7",  published  by  Energy  Conservation  Research.   For  copies,   write  Conoco, 
Wt.  C65,  GPO  Box  29,  New  York,  New  York  10001.  And  if  you'd  like  to  know  more  about  the  Bolton  pro- 
tm  and  how  it  might  be  applied  to  your  community,  write  directly  to  the  Bolton  Institute,  1835  K  Street 
W.,  Washington,  D.C.  20006. 


.  2.  One  75-watt  bulb  3.  Coal  4.  Under  5  miles. 

tell  u>u  how  to  shave  —  we'd  hope  nohod\  would 
ts  to  choose  tor  yourself 


Continental  Oil 


Company  (COOOCO) 


Nebraska 
has  the 
electric 
power  to 
make  it 
happen 

Before  you  make  any  move, 
check  out  the  Omaha-South- 
eastern Nebraska  area.  We 
have  an  ample,  reliable  supply 
of  electricity  for  your  company, 
and  were  continually  planning 
for  the  future.  OPPD's  new  Fort 
Calhoun  nuclear  unit  #1  in- 
creased our  generating  capac- 
ity by  almost  half  a  million 
kilowatts.  And  we've  started 
work  on  a  coal  unit  for  1979 
and  another  nuclear  unit  for 
1983.  This  means  we're  com- 
mitted to  more  than  doubling 
our  electric  generating  capac- 
ity with  expenditures  of  over 
$980  million.  We've  got  plenty 
of  electric  power  today  and 
more  on  the  way. 

Omaha  Public 
Power  District 

Member, 
Mid-Continent  Area  Power  Pool 

Tom  Gage,  Director  of  Area         F-l 

Development 

Omaha  Public  Power  District 

1623  Harney  Street 

Omaha,  Nebraska  68102 

Please  send  me  free  facts  on 
Omaha-Southeastern  Nebraska. 

Name 

Title 

Company 

Address 


City 


State 


Zip 


Trends  &  Tan  gents 

Foreign 


Picketers'  Paradise 

Whatever  happens  to  British  Ley- 
land  Motor  Corp.'s  plea  last  month 
to  the  government  for  a  reported  $120 
million  in  immediate  financial  help, 
the  main  interest  in  London  is  what 
measure  of  ownership  and  control  the 
company  will  have  to  give  up  in  re- 
turn. Of  course,  a  Labour  government, 
anxious  to  keep  job  levels  up  at 
Britain's  largest  employer,  is  unlikely 
to  do  much  about  Leyland's  real 
problem,  which  is  the  extremely  low 
output  per  employee  of  its  work  force 
of  160,000.  Between  the  effects  of 
the  three-day  workweek  last  winter 
and  strikes  that  were  so  frequent 
as  to  seem  almost  continuous,  Leyland 
lost  24  million  man-hours  in  1974, 
enough  to  build  roughly  half  a  bil- 
lion dollars  worth  of  autos.  In  fact,  at 
the  very  time  the  company  was  go- 
ing cap  in  hand  to  the  government  for 
a  bail-out,  strikers  at  one  of  Leyland's 
Triumph  car  plants  had  dug  in  for 
a  long  strike. 

The  Direct  Approach 

West  Germany  last  month  broke 
off  the  battle  against  inflation  and 
took  up  the  battle  against  recession, 
something  the  U.S.  has  yet  to  do. 
The  German  approach  was  typically  di- 
rect: The  government  pumped  $680 
million  into  the  economy,  and  add- 
ed an  idea  that  Washington  might 
ponder.  The  German  government  will 
grant  a  7.5%  bonus  on  capital  invest- 
ment made  between  Dec.  1,  1974  and 
June  1975.  If  the  capital  investment 
is  in  machinery  that  conserves  ener- 
gy, the  bonus  is  15%. 

Meat,  Too 

Next  year,  offshore  drilling  will 
make  Norway  the  only  nation  in  Eu- 
rope that  is  a  net  exporter  of  petro- 
leum. But  the  four  million  people  who 
inhabit  that  northern  country  won't 
be  spending  their  oil  receipts  on  juicy 
steaks.  The  Norwegian  government— 
besides  making  news  with  its  go-slow 
approach  to  oil  production— takes  a 
similar  attitude  toward  meat.  As  a 
result,  supermarket  subsidies  encour- 
age the  consumption  of  mutton  and 
extra-lean  beef  at  the  expense  of  more 
fatty  alternatives  like  pork  and  corn- 
fed  beef.  The  Norwegians  also  plan  to 
open  1  million  acres  of  new  pasture 
land  and  put  a  20%  tax  on  grain 
bought  as  feed.  The  result,  govern- 
ment planners  hope,  will  be  healthier 
citizens  as  well  as  a  reduced  grain 
import  bill. 


Rag-Trade  Riches 

Pushing  hard  to  upgrade  its  schlock 
output  image,  Hong  Kong  has  gar- 
nered some  classy  clothing  labels  into 
its  workrooms,  and  in  the  process  it 
has  become  the  world's  largest  cloth- 
ing exporter.  Hong  Kong's  finished- 
goods  export  volume  rose  to  $1.5  bil- 
lion in  1973,  topping  the  $1.2  billion 
exported  by  Italy,  the  old  leader.  Dur- 
ing the  first  nine  months  of  1974, 
clothing  exports  from  Hong  Kong 
were  up  23%,  portending  another  blue- 
ribbon  year.  Designers  like  Pierre  Bai- 
rn ain,  Emilio  Pucci  and  Hardy  Amies 
now  have  their  fashions  made  in 
Hong  Kong,  and  the  city  is  gearing 
up  to  lure  more  designers. 

Business 

Decline  Of  The  Diesel? 

The  diesel  locomotive,  long  the 
king  of  the  road,  may  finally  be  losing 
ground  to  electrification.  Well  along 
in  Europe,  Japan  and  the  Soviet 
Union,  railroad  electrification  has 
lagged  here,  largely  because  of  the 
U.S.'  powerful,  reliable  and  economi- 
cal diesel  engines.  Recently,  however, 
the  advantages  of  electric  locomotives 
have  been  highlighted  by  rising  fuel 
prices  and  by  concern  over  air  and 
noise  pollution.  While  diesels  depend 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  O  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 
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When  the  construction  job 

is  complex, 

choosing  the  right  insurance  is  simple. 


You  just  turn  to  the  American  company 
with  the  most  experience. 

(That's  American  International 
Underwriters.) 

Or  to  the  only  company  with  a  full, 
in-house  construction  engineering  staff. 

(That's  ATU,  too.) 

And  you^ask  for  a  single  policy  that 
covers  practically  every  contingency. 
Plus  capacity  that's  big.  Really  big. 

(AlU'sgotitall.) 

No  other  company  can  match  AlU's 
experience  in  writing  overseas  protection 
for  contractors.  We've  done  it  for  50  years. 
And  we're  doingjt  right  now  in  more  than 
135  countries— with  a  Contractors  All- 
Risk  plan  designed  especially  for  the 
complex  needs  of  today's  contractor. 

AlU's  All-Risk  program  embraces 
fire,  lightning,  extended  coverage,  flood, 
earthquake,  and  almost  anything  else 
that  can  happen  on  a  construction  project. 
As  well  as  contractors  plant  and  facilities, 


ocean  marine  and  transit  risks.  Plus  third 
party  liability  attendant  to  construction. 

It  can  be  used  to  cover  every  type  of 
construction.  And  it's  flexible— written 
to  fit  your  needs,  whether  your  project  is 
large  or  small. 

You'll  also  like  our  engineering  set-up: 
We're  the  only  American  underwriter 
writing  foreign  business  that  can  offer  you 
a  full  staff  of  engineers,  worldwide,  to 
provide  on-site  technical  advice. 

And  you're  also  assured  of  quick 
claims  settlements  by  a  worldwide  claims 
staff  that's  unmatched  in  numbers  and 
unequalled  in  service. 

One  more  thing:  More  and  more, 
these  days,  private  companies,  public 
authorities,  and  government  agencies  are 
insisting  that  contractors  be  properly 
protected  before  work  begins.  So,  it's 
just  good  business  to  have  adequate 
coverage. 

That's  why  we  urge  you  to  send  for 


more  information.  Maybe  you  can't  always 
prevent  a  construction  disaster.  But  you 
can  keep  it  from  becoming  a  financial 
disaster.  Mail  the  coupon  today,  won't  you? 

American  International 
Underwriters  Corporation  <fj|| 

Dept.  FB015,  102  Maiden  Lane, 
New  York,  N.Y.  10005 
Please  send  me  more  information  about  your 
Contractors  All-Risk  Coverage. 

Name 


( pi  eose  print) 


Company. 
Title 


Telephone. 
Address 


City. 


.State. 


.Zip. 


Am 


A  Member  Company  of 
American  International  Group 
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...a 


delightsome  land- 
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Today  Maryland  is  still  a  "delightsome 
land"  .  .  .  not  only  for  living,  but  for  busi- 
ness as  well.  Consider  Maryland's  unique 
locational  advantages,  for  instance.  Mary- 
land's location  provides  overnight  truck 
delivery  to  one-third  of  the  U.S.  market. 
First  day  rail  delivery  reaches  37%  of 
the  market. 

Three  major  railroad  lines,  350  highway 
common  carriers,  the  Baltimore-Washing- 
ton International  Airport,  the  world  fa- 


— Captain  John  Smith  (  1 60S) 

mous  Port  of  Baltimore  ( 200  miles  farther 
inland  than  the  next  closest  Atlantic  coast 
port)  and  Maryland  's  excellent  highway 
network  provide  quick  access  to  markets. 

Add  Maryland's  strong  financing  and 
labor  training  programs,  its  ombudsman 
program  to  assist  existing  business  and 
the  State's  genuine  livability,  —  and 
you've  got  good  reason  to  consider  Mary- 
land when  conducting  a  site  survey. 


Maryland  Department  of  Economic  and  Community  Development 

Room  F- 15,  2525  Riva  Road,  Annapolis,  Maryland  21401  •  Phone:  301-267-5514 

Maryland 


Because  the  Wjrld  Must 
Keep  On  Goin 


Williams  Keeps 
Giowln 


There's  a  world  to  be  fed.  A  world  of  4  billion 
people  —  and  growing. 

It's  a  world  that  must  keep  going.  It  takes  all  the 
food  and  fuel  we  can  muster,  and  more. 

Fertilizers.  Energy.  They're  a  matter  of  need. 
Yours.  Everybody's. 

Subsidiaries  of  The  Williams  Companies  are 
leaders  in  those  essential  industries. 

They're  why  Williams  keeps  growing.  And  how 
Williams  keeps  growing. 

Williams  produces  and  markets  fertilizers 
through  Agrico  Chemical  Company,  one  of  the 
world's  largest  fertilizer  companies.  And  Agrico's 
current  production  of  approximately  6  million  tons 
of  phosphate  rock  and  3  million  tons  of  finished  fer- 
tilizers annually  will  increase  50  percent  when  new 
production  facilities  come  on  stream  next  year. 

Williams  transports  petroleum  products  through 
its  Williams  Pipe  Line  Company  subsidiary,  an 
8,300-mile-system  which  delivers  much  of  the  energy 


needs  of  a  12-state  midwestern  area.  Williams  also 
builds  petroleum  pipelines  through  Williams  In- 
ternational Group,  which  has  its  highest  backlog 
in  history,  is  active  in  nine  nations  and  is  heavily 
involved  in  construction  of  the  trans  Alaska  pipe- 
line. And  Williams  sells  energy  in  24  states  through 
Williams  Energy  Company,  one  of  America's  largest 
marketers  of  LP-gas. 

How's  The  Williams  Companies'  tiack  record? 

For  the  1963-1973  period,  Williams  ranked  Num- 
ber Two  in  total  return  to  investors  in  the  For- 
tune "500"  listing. 

It's  predictable.  Because  the  world  must  keep 
going,  Williams  keeps  growing. 
(WMB-NYSE  Symbol) 

Want  more  information?  Write  our  Corporate 
Communications  Department.  The  Williams  Com- 
panies, National  Bank  of  Tulsa  Building,  Tulsa, 
Oklahoma  74103. 


THE  WILLI AMS  COMPANIES jjf J 


The  Thrifty  Special  Account. 

Your  staff  will  like  it. 
Your  stockholders  will  love  it. 

You,  or  anyone  on  your  staff  who  uses  a  rented  car,  will  enjoy 
the  friendly  service  that's  made  Thrifty  a  favorite  rent-a-car 
company.  When  you  arrive  by  air,  give  Miss  Thrifty  a  call. 
By  the  time  you  claim  your  baggage,  there  will  be  a  car 
waiting  for  you  just  outside.  Relax  as  you  ride  out  of  the  . 
airport  congestion  to  Thrifty's  nearby  office.  We'll 
load  your  bags  into  the  clean,  new  car  you  select 
(Thrifty  rents  all  sizes)  and  you're  ready  to  go. 

Your  stockholders  will  appreciate  the  greater  savings 
that  Thrifty  Special  Accounts  receive.  Thrifty's  rates  to 
the  general  public  are  already  lower  than  our 
competitors'  discounted  rates.  But  with  a  Thrifty 
Special  Account,  your  company  saves  even  more.  For 
example,  look  how  much  you  save  when  you  rent  a 
new  Chevrolet  Malibu  Classic  (or  similar  car)  under 
your  Thrifty  Special  Account  compared  to  the  major 
competitors'  discounted  rates  for  the  same  car: 

you  save  $4.40  when  you  drive  40  miles— 
you  save  $6.50  when  you  drive  75  miles— 
you  save  $11.00  when  you  drive  150  miles. 

They  would  have  to  give  you  a  discount  up  to  40%  or  more 
to  match  Thrifty  Special  Account  Rates! 

Yet  even  with  all  this  savings,  your  Thrifty  Special  Account 
gets  you  a  new  car,  fully  equipped  with  air  conditioning. 
Thrifty  pays  for  all  gasoline.  And  you  get  ONE  MILLION 
DOLLARS  combined  single  limits  Public  Liability  and 
Property  Damage  Insurance  with  your  Special  Account. 

Don't  you  owe  it  to  yourself,  your  staff  and  your  stockholders  to  investigate 
further? 

Simply  use  the  coupon  below  or  write  on  your  letterhead  giving  us  the  brief 
information  requested  in  the  coupon.  By  return  mail,  you'll  receive  complete 
information  and  everything  you  need  to  qualify  your  company  for  all  the 
benefits  of  a  Thrifty  Special  Account.  Take  a  minute  right  now  to  let  us  hear 
from  you. 


T 

©■I  R 


HRIFTY 

RENT-A-CAR 

Thrifty  Rent  A-Car  System,  Inc. 
2430  North  Sheridan  Road 
Tulsa,  Oklahoma  74151 

Please  send  me  the  Special  Accounts  information  my  company  needs.  I  understand 
we  are  under  no  obligation  by  making  this  request. 

Name ' 


Title . 


Name  of  business- 
Business  address— 
City 


State. 


Zip  code 


Trends  &Tangents 


entirely  on  oil,  electricity  can  be  gen- 
erated with  other  fuels.  Electric  loco- 
motives do  not  carry  fuel  or  genera- 
tors, which  are  located  in  power 
plants  miles  away.  Pollutants  are  thus 
easier  to  control  and  noise  is  virtually 
eliminated.  Electric  locomotives  are 
faster  than  diesels,  require  no  refuel- 
ing stops,  can  operate  for  less  cost 
per  horsepower  and  have  almost 
twice  the  operating  life. 

Salesman's  Lament 

The  nitty-gritty  of  an  average  sales 
call— things  like  a  martini  in  Milwau- 
kee or  an  auto  rental  in  Rochester- 
went  up  in  cost  some  14%  in  1974. 
In  fact,  so  many  components  of  sell- 
ing went  up  last  year  that  a  survey 
by  Sales  Management  magazine 
doesn't  even  bother  with  plus  signs. 
Among  other  things,  the  survey  re- 
veals that  costs  soared  most,  by  20%, 
in  Los  Angeles,  and  that  Charleston, 
S.C.  is  the  cheapest  market  in  which 
to  make  a  sales  call. 

Tricycle  Power 

The  last  place  Detroit  might  look 
to  solve  the  low-cost  transportation 
problem  would  seem  to  be  Califor- 
nia, but  Mrs.  Elizabeth  Carmichael 
of  Encino,  Calif,  may  change  that. 
As  president  of  Twentieth  Century 
Motor  Corp.,  she  and  her  team  of 
former  aerospace  engineers  are  geai 
ing  up  for  fall  production  of  the  Dale, 
a  three-wheeled,  40-horsepower  car 
that  she  says  will  do  60  miles  per 
hour,  get  70  miles  per  gallon  and 
cost  under  $2,000.  A  mother  of  fi\r 
and  a  former  Powder  Puff  Derby  driv- 
er, she  has  also  recruited  backers  who, 
she  says,  are  willing  to  put  $30  mil- 
lion into  Twentieth  Century.  The 
company  claims  some  237  exclusive 
dealers  have  been  lined  up  to  sell 
and  service  the  Dale  in  1975. 

Sea  Gel 

II    seaweed    lias    always    Seemed    tO 

be  in  mole  than  abundant  suppl)   a( 

the  beaches  where  you  swim,  just  ask 
Marine  Colloids  il  there  is  enough  to 
go    around.     This     Maine  based     emu 

pany  derives  carrageenan  from  red 
seaweed  and  makes  it  Into  a  gelling 
agent  to  he  used  in  toothpaste,  solid 
air  fresheners  and  milk  puddings.  Hut 
seaweed   is   in   such   short    supply   from 

the  natural  harvests  thai  Marine  ( !ol 
loids  has  begun  to  farm  it  in  the  Phil- 
ippines. The  business  must  be  prett) 
good.  Alter  being  approached  nearlj 
once  a  month  with  merger  offers,  Ma 
line  Colloids   has   linalh  I   lo  he 

B<  'i id  l>\  Slander  ( iheiiiie.iK.    ■ 
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The  time  to  start 

reading  The  Journal 

is  when  you  dorit 

have  time  for  it. 


If  you're  in  business 
and  serious  about  it,  then 
you're  up  to  here  every 
day  in  crises  and  meet- 
ings and  must-read  reports 
and  newspapers  and  trade 
journals  and  magazines. 
And,  from  7  in  the  morn- 
ing till  7  or  later  at  night, 
you  don't  have  10  minutes 
to  call  your  own. 

Great.  You're  ready 
forThe  Wall  Streetjournal. 

Every  business  morning,  The  Wall  Street 
Journal  delivers,  in  one  place,  news  happening 
anywhere  in  the  world  that  can  afFect  you  and 
your  business.  National  and  international 
news.  Government,  labor,  industry  news.  In 
detail.  And  broad-scope,  so  you  get  an  over- 
view of  the  business  world.  (Isn't  it  nice,  once 
a  day,  to  stand  back  and  get  the  big  picture/) 
Our  staff  of  trained  editors  and  business-news 
reporters  gives  you  the  news  you  need  to  know 
to  make  the  right  business  decisions. 


We  want  it  to  be  easy 
for  you  to  start  reading 
The  Journal.  All  you  have 
to  do  is  mail  in  the  at- 
tached card,  and  you'll 
getThe  Wall  Streetjournal 
delivered  to  your  home 
or  office  every  business 
day  for  any  period  from  13 
weeks  to  a  year.  For  only 
73 <t*  a  week.  (That's  less 
than  15  cents  a  day.)  If  the 
card  is  missing,  write  to 
The  Wall  Street  Journal,  200  Burnett  Road, 
Chicopee,  Mass.  01021.  And  —  who  knows?  — 
when  you  start  reading  The  Journal,  you  may 
find  out  that  you  don't  need  to  do  some  of 
that  other  reading. 
It  may  save  you  time. 


The 


Wall  Street 
Journal 

*Price  good  in  United  States  and  possessions  and  Canada. 


we've  even  goto  bus  that 


It's  a  bus  with  a  plus.  The  Columbia 
Icefield  vvSnocruiser "  from  our  company, 
Brewster  Transport,  located  in  Banff, 
Alberta.  With  all  the  comforts  of  our 
regular  buses,  plus  snowmobile  tracks, 
designed  to  go  on  snow.  So  it  can  take 
tourists  straight  into  the  popular  snow- 
fields  of  the  magnificent  Canadian 
Rockies. 

It's  part  of  Greyhound's  variety  of 
ground  transportation  services,  encom- 
passing everything  from  intercity  buses,  to 
travel  agencies,  to  complete  tours,  to 
airport  transfers,  to  taxis,  to  rental  cars, 
to  intracity  sightseeing  carriers. 

Transportation— just  one  of  the  many 
ways  we're  meeting  people's  needs. 


KEY  SUBSIDIARIES  OF  THE  GREYHOUND  CORPORATION 

TRANSPORTATION 

Greyhound  Lines 

Greyhound  Lines  of  Canada 

Texas,  New  Mexico  &  Oklahoma  Coaches 

American  Sightseeing  Tours  of  Miami 

Atlanta  Airport  Transportation 

Brewster  Transport 

California  Parlor  Car  Tours 


Carey  Transportation 
Florida  Parlor  Car  Tours 
Gray  Line  of  New  York 
Gray  Line  of  San  Francisco 
Greyhound  World  Tours 
Kort,o  Greyhound 


Loyal  Travel  Service 
Motor  Coach  Industries 
Red  Top  Sedan  Service 
Trade  Wind  Transportation 
Walters  Transit 
Royal  Glacier  Tours 


Greyhound  Leasing  &  Financial 
of  the  U.S.,  Canada,  Switzerlanei 
England,  Japan,  Hong  Kong, 
Bermuda,  Brazil 

Greyhound  Guaranty  Ltd.,  Londof»j 

Greyhound  Computer 


ves  people  sleigh  rides. 


THE  CREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


'DUCTS 
EUTICALS 

armaceutical 


FOOD  FOOD  SERVICE 

Armour  Foods  Greyhound 

Armour  Le  Grys  Food  Management 

Klarer  of  Kentucky        Post  Houses 
Pfaelzer  Bros.  Prophet  Foods 

Restaura 


SERVICES 

Aircraft  Service  International 

Border  Brokers 

Compass  Insurance 

Consultants  &  Designers 

Dispatch  Services 

Freeport  Flight  Service 


Florida  Export  Group 
General  Fire  &  Casualty 
Greyhound  Rent-A-Car 
Greyhound  Temporary  Personnel 
Las  Vegas  Convention  Service 
Manncraft  Exhibitors  Service 
Travelers  Express 
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Rediscover 

a  company  that  outpaces 
the  industry  it  serves 


Write  for  Ceco's  financial  reports  and  find  out  about  the 
people,  products  and  services  that  make  this  company 
grow  faster  than  the  construction  industry  in  which  it 
operates. 

The  chart  shows  the  10-year  growth  of  Ceco  sales 
measured  against  total  construction  put  in  place.  Ceco's 
activities  are  concentrated  in  the  construction  of  industrial 
plants,  office  buildings,  shopping  centers,  parking  struc- 
tures, hospitals,  schools,  colleges  and  multi-story 
residential  buildings.  Also,  airports,  stadiums,  highway 
bridges,  energy  producing  facilities,  and  water  and  sewer 
projects.  This  broad  base  spreads  Ceco's  opportunities  for 
growth  in  revenue  and  earnings.  When  demand  for  some 
types  of  construction  is  on  the  down  side,  demand  for 
others  is  usually  on  tne  upturn,  giving  the  company  a 
continuing  vigorous  market. 

So  rediscover  Ceco  by  asking  for  its  annual  and  interim 
reports. 


The  Ceco  Corporation 

5601  West  26th  Street  •  Chicago.  Ill  606 


Readers  Say 

jas  On  Gas  Tax 

Sir:  It  is  obvious  that  an  increased 
;asoline  tax  such  as  you  propose 
Fact  <b  Comment,  Dec.  1)  would 
avor  the  wealthy,  as  they  would  be 
ible  to  buy  gas  that  the  less  affluent 
vould  not  be  able  to  afford. 

—Harold  Jonson 
Guilderland,  N.Y. 

Sir:  Our  country's  salesmen  cannot 
ell  with  an  empty  gas  tank.  You  are 
lp  in  the  air. 

—Raymond  Quartz 
Milton,  Mass. 

The  editorial  pointed  out  that  "To 
nake  [the  tax]  equitable,  everyone 
wuld  get  an  income  tax  deduction  or 
i  cash  rebate  .  .  ."  "Equitable"  means 
hat  the  size  of  the  deduction  or  re- 
late would  be  determined  by  such 
lertinent  criteria  as  income  and  oc- 
cupational need.  The  purpose  of  a 
lasoline  tax  is  to  cut  out  all  unessen- 
tial oil  consumption— MSF . 

Sir:  Your  "simple"  answer  to  the 
)il  problem,  like  many  of  your 
jontifical  statements,  ill  befits  a  place 
n  a  business  magazine.  The  drive  to 
lecrease  gasoline  consumption  has  al- 
eady  upset  the  automobile  industry. 
—Philip  S.  Vormelker 
Ashtabula,  Ohio 

Sir:  Your  solution  to  the  oil  prob- 
em  is  obvious  only  to  one  who  spends 
his  time  in  a  hot-air  balloon. 

—Gregory  A.  Knapp 
Dallas,  Tex. 

Sir:  What  can  we  expect  from  a 
guy  who  drives  a  motorcycle? 

—Joe  McAveety 
Philadelphia,  Pa. 

Sir:  I  would  rather  see  a  complete 
ban  on  all  gasoline  sold.  About  one 
week  of  that  and  I  think  we'd  get 
some  truly  good  ideas. 

— WlLLARD  SABLEMAN 

St.  Louis,  Mo. 

Sir:  The  answer  is  to  take  over  the 
oil  by  military  force. 

—John  J.  Plail 
Dansville,  N.Y. 

Sir:  .  .  .  slap  an  excess  profit  tax  on 
oil  companies. 

—Joseph  DeRosa 
Orange,  Conn. 

Sir:  .  .  .  put  the  burden  on  those 
gas-guzzling  monsters. 

— A.G.  Luboff 
Studio  City,  Calif. 


Sir:  .  .  .  ban  all  oil  imports. 

—Ian  A.  North 
Ft.  Lauderdale,  Fla. 

Sir:   . .  .  limit  the  sale  of  gasoline 
by  rationing. 

—William  Johnson 
New  York,  N.Y. 

Sir:   Retract  your  editorial.  Other- 
wise, cancel  my  subscription. 

— L.T.  Hauser 
Stuart,  Fla. 

Sir:  Cancel  my  subscription. 

—Warren  D.  Kuster 
Minooka,  111. 

Sir:  I  fully  approve  your  sugges- 
tion of  a  gasoline  tax. 

—Royal  R.  Pullen 
Escondido,  Calif. 

That  $-Saving  Doodle 

Sir:    I  was  not  well  pleased  with 

my  art  work  that  appeared  in  your 

magazine    (Fact   ir   Comment,    Dec. 

1 ) .  Had  I  known  that  I  was  sketching 

for  publication,   it  would  have  been 

more    professional!    I    did    appreciate 

the  comments  along  with  the  sketch. 

— F.J.  McDonald 

Executive  Vice  President, 

General  Motors  Corp. 

Detroit,  Mich. 

Sir:  Refore  you  and  Jim  McDon- 
ald are  carried  away  on  the  wings 
of  your  own  jubilation,  you  might 
ponder  the  experience  of  Chrysler  in 
an  exercise  of  this  sort.  The  1935  Air- 
flow model  had  more  rounded  sur- 
faces than  Jayne  Mansfield  but  was 
a  flop  in  the  marketplace  and  had 
the  average  healthy  appetite  for  gas. 
-C.A.  McGee 
Ft.  Worth,  Tex. 

One-Sided  Appraisal 

Sir:  "The  $l-Rillion  Hobby"  (Dec. 
15)  amounts  to  a  one-sided  attack 
on  the  numismatic  industry.  It's  very 
true  that  there  have  been  numerous 
abuses  perpetrated  against  the  pub- 
lic by  dealers  big  and  small  alike,  and 
the  abuses  should  be  exposed  be- 
cause the  action  of  dishonest  dealers 
hurts  the  entire  business.  Neverthe- 
less, to  close  a  major  article  with  a 
quote  like  "Everyone  in  this  business 
is  a  thief"  is  a  ...  blanket  de- 
nunciation of  everybody  involved  in 
coin  dealing.  Legitimate  dealers  are 
continually  bedeviled  with  counterfeit 
coins,  and  we're  doing  everything  we 
can  to  counter  the  abuses.  For  years 
we  have  published  periodically  a 
Counterfeit  Newsletter  where  we  re- 
port to  the  numismatic  fraternity  spe- 
cific examples  of  counterfeit  coins 
making   the   rounds.    Plenty   of  other 


Baltimore  County, 
Maryland... 

where  you  people 
can  live! 


Selection  of  a  plant  site  in  Maryland  can 
have  many  advantages.  Add  to  the  list  of 
Maryland  advantages,  Baltimore  County 
—  the  unique  area  that  combines  pro- 
gressive industrial  tempo  with  an  un- 
matched tempo  of  living.  It's  a  synergistic 
combination  that  adds  up  to  a  plus  climate 
for  productivity  and  profit. 

Consider  education.  Baltimore 
County's  public  school  system  is  recog- 
nized as  one  of  the  finest  in  the  nation. 
Outstanding  private  schools  abound.  And 
many  great  universities,  plus  community 
colleges  and  private  institutions,  are  close 
at  hand  to  offer  facilities  for  under- 
graduate work,  advanced  degrees,  and 
research. 

A  wide  choice  of  lifestyles  —  with 
recreational,  cultural,  and  educational 
opportunities  for  every  taste  —  help  keep 
your  key  personnel  contented  and  pro- 
ductive. Prime  industrial  sites,  highly 
competent  labor,  and  a  favorable  tax  cli- 
mate help  keep  your  operation  profitable. 
They're  all  in  Baltimore  County,  Maryland. 
Shouldn't  your  plant  be  here  too? 

If  you  are  indeed  interested  in  Balti- 
more County  and  what  it  has  to  offer  as  a 
superior  plant  location,  contact: 

H.  B.  Staab,  Director 

Industrial  Development  Commission 

Jefferson  Building 

Towson,  Maryland  21204 


IS 


Baltimore  County 
has 


& 
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Many  say  our 
monoazo  couplings 
are  second  to  none, 

but  few  are  aware  of  our 
financial  performance* 


Now's  the  time  to  read  our  1 974  Annual  Report. 

Write  or  ring  Bob  Davies,  SYNALLOY  CORPORATION, 

Dept.  F-1,  Box  5627,  Spartanburg,  S  C  29301  (803)585-3605 

^4* 


Ma  me. 


-Title. 


Company. 
Address  _ 

City 

Zip 


.State. 


.Telephone 


Eliminate 
tedious  refiling 

"File"  a  document  on  microfilm  and  it's  filed 
permanently— but  it  can  be  retrieved  in  seconds. 
Our  informative  booklet  gives  you  all  the  time- 
and  money-  saving  facts.  Write  for  it  today. 

Mr.  D.  W.  Storey,  Eastman  Kodak  Company 
Business  Systems  Markets  Division,  DP5640 
Rochester,  N.Y.  14650 

Please  send  me  a  copy  of  "The  Management  of 
Information'.' 


Circle  11  on  reader  information  card  or  mail  the  coupon. 


Readers  Say 

dealers   have   taken   positive   steps   to 
protect  collectors  from  being  bilked. 

—Jed  L.  Hamburg 

Chairman, 

Schulman  Coin  &  Mint,  Inc. 

New  York,  N.Y. 

Sir:  1  am  particularly  upset  by 
your  recent  statements  regarding  gold 
.  .  .  my  final  and  ultimate  protest  can 
only  be  to  cancel  my  subscription  to 
your  magazine. 

— C.  Carroll  Parmeri.ee 
Muncie,  Ind. 

Mattresses  And  Gold 

Sir:    How   very   flattering   to   asso- 
ciate   Simmons   Co.    with   those   whol 
are  going  to  make  money  from  gold] 
(Fact  <b-  Comment,  Dec.  15). 

— G.G.  Simmons  Jr. 
Chairman  of  the  Board,! 
Simmons  Co.l 
New  York,  N.Y. 

They  Don't  Get  That  Money 

Sir:  Under  the  current  procedures 
of  stockholder  dividend  investment 
programs  ("Plowing  It  Back,"  Dec 
I ) ,  none  of  the  funds  revert  to  th 
corporations.  The  shares  are  pur- 
chased on  the  open  market.  Perhaps 
the  involved  corporations  should  in- 
stitute a  procedure  wherein  they  se! 
the  common  stock  and  receive  th< 
proceeds. 

—Louis  T.  German 

Professor 

Graduate  School  of  Business  Adm 

Butgers  University 

Newark,  N.J 

Sir:  Participation  in  dividend  it  in- 
vestment programs  and  the  resulting 
benefits  would  be  substantially  in] 
creased  if  the  tax  laws  were  modified 
to  permit  shareholders  to  reinvest  div- 
idends without  paying  taxes  at  the 
time  of  reinvestment.  Under  this  pro- 
posal, the  reinvestment  of  dividends 
would  be  taxed  at  capital  gains  rate! 
when  the  shares  so  acquired  wen 
sold.  This  would  help  to  alleviate  th 

capital  shortage. 

— Theodore  F.  Bhoimh 
President,! 
( General  Tel.  &  Electronic  s  ( :<>ip.l 

Stamford,  (  onn.  J 

Query 

Sin:  Re  your  comment  on  myj 
(.'hiistmas    card     (Fact     6     CmmurflM 

Dec.  15).  What  can  I  sa\   after  I'veJ 
said  "Merry  ( )hristmas"P 

IU mi  in   K    Hi  im  \\s 

(  li. i.in  and  President! 

American  Brands,  ! 

\«\\  Vuk    N.Y? 
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Unwinding,Wives  and  Witching  on  Central  Rirk  South. 


Easy  Does  It 

There  are  some  times,  after  a 
strenuous  business  day  here 
in  our  city,  when  you  want 
for  nothing  more  than  to  loosen 
your  tie,  roll  up  your  sleeves,  kick 
off  your  shoes  and  relax.  For  those 
times  we  suggest  an  entertaining 
evening  in  the  luxury  of  your  com- 
fortable room  at  the  Essex  House. 
Our  Room  Service  menu  offers 
everything  from  refreshment  to  a 
great  Filet.  It  will  arrive,  at  the 
time  you  request,  served  with  all 
the  style  our  hotel  is  famous  for. 


Fine  crystal,  china  and  linens  add 
a  distinctive  touch  of  elegance 
that's  rare  in  these  days  of  punch- 
out-plastic.  After  dinner,  you  can 
even  go  to  the  movies  with  a  choice 
of  two  full-length  feature  films  avail- 
able on  your  color  TV  set.  Come  see 
for  yourself.  We  pride  ourselves 
on  the  way  we  say,  "Good  night". 

The  Essex  House  Explained 

Our  name  is  an  old  New  York 
tradition,  but  we  are  definitely 
not  showing  our  age. 

All  of  our  guest  rooms  have  been 
newly  and  beautifully  decorated. 
The  accessories  and  appointments 
are  exceptional.  We  ve  carefully 
and  completely  enhanced  the  ele- 
gance, and  style  that  is  a  hallmark 
of  the  Essex  House  name.  And 
we've  added  a  flavorful  dash  of 
our  own  Marriott  know-how 


and  service.  The  result  is  a  great 
New  York  hotel  that  stands  beau- 
tifully all  on  its  own.  On  Central 
Park  South. 

For  Your  Viewing  Pleasure 

There's  a  super  show  playing 
every  evening  at  our  Essex 
House  and  you  don't  ever  need  a 
ticket.  Just  step  into  our 
King's  Wharf  restaurant, 
be  seated  in  a  com 
fortable  chair 
and  watch. 

Through  the 
windows,  across 
the  street  is 
Central  Park 
South.  And 
its  twinkling 
lights,  the 
glamour 
of 59th 
ate  always 
a  sight  to 
see.  Open 
the  menu  and 
add  a  delicious 
magic  to  the  evening.  Tempt  your- 
self with  entrees  that  include  Striped 
Bass  Au  Beurre  and  Fresh  Whole 
Maine  Lobster.  Or  Roast  Prime 
Ribs  of  Beef  and  marvelous 
Medallions  of  Beef.  Our  King's 
Wharf,  by  itself,  offers  you  a  mem- 
orable dining  experience.  But  it's 
definitely  a  room  with  a  view. 

She  Deserves  Better 

our  wife  and  our  New  York. 

It's  a  beautiful  combination. 

And  a  wonderful  way  for 

your  wife  to  escape 

from  her  regular 

routine  to  something 

better.  While  you're 

busy  with  business, 

she  can  sleep  late, 

shop  and  see  the  city. 


Fifth  Avenue  is  a  leisurely  five 
minute  stroll  to  the  east.  Lmcoln 
Center  is  within  walking  distance 
to  the  west. 
All  it  takes  is  two  telephone  calls. 
One  to  us  with  your 
reservation.  The  second  to 
her  with  the  good  news. 
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Pleas  and  Thank  You 

Whenever  possible,  we  urge 
you  to  make  your  reservations 
well  in  advance  or  your  trip  to  our 
town,  but  if  business  brings  you 
here  in  a  hurry,  call  us  toll-free  and 
we'll  do  everything  possible  to 
provide  one  of  our  immaculate 
guest  rooms  or  suites.  Thank  you. 

Marriotts 
ESSEX  HOUSE 

All  you  need  to  know  about 
hotels  in  New  York. 

160  Central  Park  South, 
New  York  10019. 

Telephone  toll-free  for  your 
reservations:  800-228-9290. 

Write  for  our  new  brochure. 
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THE  GROWING  AMERICAN  COMPANY. 

ONE  OF  THE  GREATEST  RISKS 

IS  OUTGROWING  THE  SERVICE  YOU'VE 

CHOSEN  TO  PROTECT  IT. 
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SsS 


Maybe  the  thought  of  outgrowing  your  insurance  service 
never  crossed  your  mind.  Yet  in  the  daily  whirl  of  progress, 
serious  problems  often  go  unnoticed:  dangerous  gaps  in 
coverage,  expensive  overlaps,  inordinately  high  rates,  and 
more.  All  showing  up  where  it  hurts  most:  at  the  bottom  line. 

Often,  the  solution  begins  with  the  broad  and  far-reaching 
range  of  insurance  services  offered  by  Alexander  &  Alexander. 
Services  that  go  beyond  the  basics  of  premiums  paid  for 
coverages  received.  Like  new  and  higher  levels  of  Risk  Manage- 


ment and  Analysis  that  your  present  insurance  service  may 
be  unable  to  offer.  Resulting  in  greater  protection  of  your 
physical  and  fiscal  assets.  And  the  comfort  of  knowing  that 
a  lot  of  people  are  working  as  hard  to  protect  your  company 
as  you  are  at  building  it. 

We've  written  a  book  on  outgrowing  your  insurance 
service  which  we'll  send  you,  free.  Just  write: 
Alexander  &  Alexander,  Inc.,  Information  Services,  Dept.  B 
1185  Avenue  of  the  Americas,  N.Y,  N.Y.  10036. 


Alexander 
^Alexander 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


WARNING:   FORECASTS  AHEAD 


Aside  from  pundits  such  as  this  and  real  cowboys,  the 
biggest  bullthrowers  around  are  economists. 

What  makes  their  salivating  funniest  isn't  their  wrong- 
ness— which    exceeds    that   of   weathermen— but   the   fact 


that  they  don't  recognize  it's  bull  they're  throwing. 

Now  what's  to  be  said  of  the  foresight,  the  vision,  of 
people  who  don't  know  bull  when  they  have  it  by  the 
horns? 


So,  recognizing  bull  when  I  write  it — 

FEARLESS  FORBES  FORECASTS  A  GOOD  END  TO  1975 


There  are  those  who  might  spell  fearless  in  this  case 
f-o-o-l-i-s-h,  but  I  think  1975  can,  will  end  upbeat,  Up. 

It's  beginning  not  merely  bleak  but  more  nearly  black: 
cascading  unemployment;  cowering  consumers;  contrac- 
tion of  industrial  spending;  many  Western  powers  headed 
toward  bankruptcy,  led  by  Italy  and  England;  U.S.  fed- 
eral budget  headed  toward  perhaps  the  largest  deficit 
in  history;  an  incomprehensible  U.S.  trade  deficit— almost 
totally  tied  to  the  cost  of  oil  imports. 

Combine  all  that  with  the  fact  that  recession  is  a  self- 
feeder,  that  as  things  get  worse  corporate  and  individual 
survival  efforts  at  expense-cutting  make  things  ever  worse. 

So  how  can  anyone  foresee,  see  a  silver  lining? 

I  can,  because  the  villain  that  triggered  the  present 
economic  direness— the  quadrupled  price  of  oil— will  per- 
haps unknowingly  and  maybe  unwillingly  supply  the  key 
to  recovery.  There  just  ain't  no  place  for  those  tens  of 
oil  $billipns  to  go  except  back  into  the  bloodstreams  of 
the  industrial  West.  Neither  Western  Europe  nor  the 
United    States    has    to,    should,    or    can    underwrite    the 


safety  of  recycled  petrodollars. 

What  else  can  OPECers  do  with  their  dough— which, 
after  all,  is  merely  paper  unless  it's  converted  to  real 
things  and  to  productivity. 

By  midyear  the  flood  of  Arab  money  will  be  high,  and 
interest  rates  far  lower  than  now  predicted.  Money  thus 
more  easily  had  will  result  in  affordable  mortgages  and 
a  resumption  of  home  building,  a  stock  market  climb 
from  present  low-priced  absurdities,  a  quick  reinstitution 
of  corporate  productivity  growth  plans  to  meet  the  de- 
mands of  restored  consumer  confidence  and  to  supply  the 
material  wants  of  the  cash-paying  OPEC  countries. 

The  key  to  it  all,  remember,  is  this— 

Whether  it's  the  technology  needed  to  make  the  Arab 
deserts  bloom  or  to  provide  the  beginnings  of  an  indus- 
trial base  for  their  economies,  all  that  oil  money  will  only  be 
real  when  it's  into  real  things. 

That's  the  reality,  folks. 

And  that's  why  much  of  what's  black  now  will  be 
transmuted  to  some  silver  before  year's  end. 


SOUND  ADVICE 


Referring  to  an  editorial  that  appeared  here  last  May 
predicting  Senator  Kennedy's  Presidential  nomination,  Paul 


Drew  of  RKO  Radio  writes,  "I  am  losing  faith  in  your  pre- 
dictions.  Why  don't  you  give  up  while  you're  behind?" 


ABOUT  THAT  TWO   MILLION  OUNCES   OF  GOLD 


that  the  U.S.  Government  is  planning  to  sell  on  Jan.  6  .  .  . 

Even   if   they  paid   $200   bucks   an   ounce   for   it,   the 

Saudis   could   buy   it   all   with   just   seven   days   of   their 


present  oil  income.  How  does  that  grab  you? 

Hard  enough,   I  hope,  to  make  you  want  to  push  to 
make  President  Ford  slap  on  a  sizable  gas  tax. 
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WHY? 


As  you  read  this  Jan.  One  issue  of  Forbes,  I  should 
be,  or  about  to  be,  high  in  the  sky  aboard  Forbes 
Magazine's  Atlantic  Project  balloon,  "Windbome."  If 
God's  willing  and  things  go  as  planned  we'll  blow 
all  the  way  across  the  United  States  and  the  At- 
lantic Ocean  in  the  jet  stream  at  an  altitude  of  40,000 


feet  and  most  likely  come  down  somewhere  in  south- 
ern Europe  or  northern  Africa. 

Friends  and  others  have  often  asked  since  this 
plan  was  announced  a  while  ago,  "Why?" 

At  this  point,  I'm  probably  asking  myself  the 
same  thing. 


IN  THIS  CORNER  WE  HAVE 

Oxy's  foxy  Hammer,  and  in  the  other  corner,  the  chal-      In   this   clash   of   unmatched   colossal   egos,   I'll   bet   it's 
lenger,    Chicago's    Napoleon,    swearin'    Kid    Swearingen.      Hammer  by  a  knockout  in  an  early  round. 


FROM  BAD  ADS  TO  WORSE 

It's  hard  to  believe  a  once-major  Scotch's  advertising 
could  progress  from  a  dumb  campaign  to  a  genuinely  bad 
one.  But  Cutty's  sure  done  it— from  a  silly  plea  of  "Don't 
give  up  the  ship"  to  this  present  bit  showing  execs  get- 
ting smashed  while  delayed  in  plane  landings,  train  ar- 
rivals, etc.  The  slogan  would  probably  better  read,  Get- 
ting Crocked  With  Cutty. 

Now  look  at  this  other  advertisement— this  Stolichnaya 
may  be  only  80  proof,  but  the  advertisement  is  100  proof. 


Most  American  voAas 
seem  Russian. 


Slofichnaya  is  different  ft.  b  Russian. 
STOUCHMY* 


IT'S  TOO  BAD  NOBODY  CAN  AFFORD  HER 


Mary  Wells,  that  is. 

She  starts  out  shining  brightly  in  the  eyes  of  major 
advertising  agency  clients  and  overnight  has  the  first  in- 
stant-hot new  agency  since  Doyle  Dane  Bembach  bowed 
in  a  decade  ago. 

Then,  when  you  reach  her  salary  level  and  find  in  that 
strata  it's  a  point  of  nearly  no  return,  you  not  only  take 
your  agency  public  but  you  do  it  when  the  time,  and 
hence  the  price,  is  right— or,  from  the  point  of  view  of 
the  sellers,  maybe  even  more  than  right. 

When  the  market  plummets— advertising  agency  stocks 


in  particular,  because  their  greatest  asset  is  perishable 
creative  genius— you  decide  to  do  the  magnanimous  thing: 
Go  private  again,  buying  back  for  $11  what  you  said 
was  worth  $17.50  six  years  ago.  This  redemption  re- 
turns Mary  Wells  to  ownership  of  43%  (up  from  7%) 
of  her  agency.   Talk   about   squaring  the  circle! 

This  gal  didn't  need  to  marry  her  major  client.  Any 
board  of  directors  of  any  major  company  in  the  country 
should  have  been  smart  enough  to  hire  her  as  CEO  while 
she  was  still  affordable.  When  she  writes  her  book  on  fi- 
nance, it  should  replace  most  existing  texts. 


MOST  OF  WHAT 

one  worries  most  about  doesn't  happen. 

But  who  can  be  sure  if  it  hadn't  been  worried  about 

that  it  just  might  have  happened? 


GOOD  MANAGEMENT  CAN  BE  NONE  AT  ALL 


Recently,  I  congratulated  the  top  man  of  a  major  aero- 
space company  on  its  considerably  improved  earnings  and 
outlook.  I  asked  how  he'd  done  it,  and  he  replied  with  a 
chuckle,   "When   things  were  at  their  worst  I  just  took 


off  for  a  while,  and  by  the  time  I  came  back  things  had 
started  improving— so  I  guess  you  can't  call  that  good 
management." 

If  it  did  the  trick,  why  not? 


WHY? 

Always,  all  ways,  a  good  question. 
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ANSWERS 

What  good  are  they  if  there's  no  question? 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Economics  Is  a  Profession? 

The  economics  profession  is  caught 
in  a  curious  and  complicated  para- 
dox: The  worse  economic  policy  is, 
the  worse  the  state  of  the  economy; 
but  the  worse  the  economy,  the  more 
people  turn  to  economists  for  solu- 
tions; and  the  more  society  turns  to 
the  economists  to  solve  unsolved  prob- 
lems, the  greater  the  sense  of  dissatis- 
faction and  inadequacy  within  the 
economics  profession. 

—Leonard  Silk  in  the 
New  York  Times. 

Going  Private 

When  a  corporation  chooses  to  tap 
public  sources  of  money,  it  makes  a 
commitment  that,  absent  the  most 
compelling  business  justification,  man- 
agement and  those  in  control  will  do 
nothing  to  interfere  with  the  liquidity 
of  the  public  investment  or  the  pro- 
tection afforded  the  public  by  the  fed- 
eral securities  laws.  That  liquidity  is 
a  benefit  that  the  shareholder  pays  for 
and  he  should  not  be  deprived  of  it 
by  those  who  have  fiduciary  responsi- 
bilities to  him.  And,  absent  such  con- 
siderations, they  must  do  nothing  to 
deprive  him  of  the  value  of  his  invest- 
ment if  he  chooses  to  retain  it.  .  .  . 

Is  there  not  a  clear  conflict  of  in- 
terest when  the  shareholders  are  of- 
fered the  empty  choice  of  tendering 
or  being  forced  out  one  way  or  an- 


other while  the  controlling  sharehold- 
ers reap  benefits?  I  believe  that  fed- 
eral courts  will  increasingly  be  in- 
clined to  find  in  [SEC]  Rule  10B-5 
the  basis  for  concluding  that  the 
conduct  which  is  at  the  heart  of  "go- 
ing private"  violates  federal  securi- 
ties laws. 

—Commissioner  A.  A.  Sommer  of  the 
Securities  &  Exchange  Commission. 

NoGNP 

The  day  I  entered  the  world,  there 
were  only  a  few  telephones,  and  all 
of  them  were  in  the  cities.  There  were 
no  automobiles,  no  hard  roads,  no  air- 
planes, no  radios,  no  television,  only 
a  few  electric  lights,  almost  no  elec- 
tric motors,  no  supermarkets,  and  even 
a  hand-operated  domestic  washing 
machine  was  a  novelty.  Few  people 
traveled  as  much  as  fifty  miles  away 
from  home  in  a  lifetime.  Not  many 
boys,  and  almost  no  girls,  went  to 
college.  Workers  earned  one  dollar  a 
day  or  less.  Consumption  (tuberculo- 
sis) and  pneumonia  were  the  two 
great  killers,  and  physicians  did  not 
know  much  more  about  human  medi- 
cine than  self-educated  horse  doctors 
knew  about  farm  animals.  The  life 
expectancy  of  a  newborn  babe,  if  any- 
one had  thought  about  it,  was  less 
than  twenty-five  years.  We  did  not 
have  any  figures  about  such  things  as 
the  gross  national  product;  but  if  we 
had  had  this   information  the  figure 


probably  would  have  been  something 

like  $20  or  $25  billion.   In   fact,   the 

very  word  "billion"  was  rarely  used. 

— L.O.  Hooper,  The  Best  of  Times. 

Boxer  Trunks: 
Not  Only  for  Ali? 

A  woman  doctor  is  investigating 
whether  tight  underpants  affect  a 
man's  fertility  and  says  kilted  Scots- 
men and  unclad  Africans  may  pro- 
vide some  clues.  Dr.  Ann  Chandley, 
38,  a  genetics  researcher  at  Edin- 
burgh's Western  General  Hospital, 
told  newsmen  she  has  found  that 
animals  such  as  rabbits  and  gorillas 
produce  sperm  that  is  98%  effective. 

"But  no  man  who  has  been  tested 
has  sperm  that  is  more  than  75%  per- 
fect," she  said.  "It  could  be  that  tight 
underpants  cause  high  temperatures 
in  the  testicles  of  civilized  man  and 
that  brings  about  abnormalities. 

"If  a  bull  came  up  with  a  sample 
that  was  as  defective  as  the  average 
man's,  he  would  be  shot  on  the  spot," 
Dr.  Chandley  said. 

— AP  dispatch  in  the 
Columbia  (Mo.)  Missourian. 

Stinging  Party  Givers 

Bogus  Wasps  have  always  been  a 
major  social  hazard,  getting  invited 
to  parties  on  purloined  grandeur  and 
eating  all  the  shrimp. 

—Owen  Edwards  in 
New  York  magazine. 


The  latest  pounding  of  the  Brit- 
ish pound  is  a  warning  that  should 
not  be  ignored.  It  underscores  yet 
again  the  fragility  of  the  present 
international  monetary  system.  In 
the  absence  of  meaningful  oil  price 
cuts,  there  is  no  way  the  Western 
economies  can  survive  if  no  way  is 
found  to  systematically  recycle 
those  •petrobillions. 

Great  Britain  is  a  country  that 
has  been  running  trade  deficits  of 
$1  billion  or  more  each  month, 
most  of  it  due  to  oil.  Only  the 
Arabs'  willingness  to  take  part  of 
their  petroleum  payments  in  ster- 
ling and  their  willingness  to  leave 
large  bank  deposits  in  London  has 
saved  that  island's  economy  from 
collapse. 

Now  Saudi  Arabia  will  take  no 
more  payments  in  sterling. 

If  OPEC  ceases  its  massive  sub- 
sidy to  Britain  or,  as  may  be  hap- 


STORM  WARNINGS 

by  M.S.  Forbes  Jr. 

pening,  cuts  it  to  a  significant 
degree,  who  or  what  will  step  in- 
to the  breach?  The  U.S.?  Ger- 
many? The  International  Mone- 
tary Fund? 

There  is  no  mechanism  in  place 
to  cope  with  such  a  problem.  Or 
—more  important— to  prevent  it. 

With  economies  slumping,  with 
governments  financially  stretched, 
with  banks  overextended,  with 
confidence  palpably  on  the  wane, 
a  flight  from  the  pound  is  just  the 
sort  of  thing  that  could  trigger  a 
panic  on  the  international  mone- 
tary markets  which,  in  turn,  could 
lead  to  a  catastrophic  monetary 
contraction. 

Remember  this:  In  1931  no  one 
recognized  the  significance  of  the 
collapse  of  a  small  Austrian  bank. 
The  Governor  of  the  Bank  of  En- 
gland, in  fact,  went  on  holiday. 
But  the  international  monetary  sys- 


tem was  so  enfeebled  that  this 
minor  failure  snowballed  into  a  gi- 
gantic financial  collapse  which  pro- 
longed and  deepened  an  already 
Great  Depression. 

It  is  true  that  today's  economies 
are  not  nearly  as  shaky  as  they 
were  in  1931.  It  is  also  true  that 
the  international  moretary  system 
has  shown  extraordinary  resiliency 
in  the  face  of  the  shocks  it  has 
undergone  in  the  past  three  years. 

But  must  we  put  all  this  to  the 
ultimate  test?  Is  it  wise  to  continue 
trusting  to  luck,  to  Arab  good 
sense,  to  the  banks,  to  sporadic 
bilateral  deals,  to  the  slow  wheels 
of  diplomacy-as-usual? 

Only  now  are  there  signs  that 
the  Western  nations  are  beginning 
to  get  off  their  collective  duff  to 
take  concerted  action. 

The  clock  ticks  away. 

Midnight  approaches. 
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Locate  your  plant 

where  your 

natural  resources  are. 


Utah  is  recognized  as  one  of 
the  major  storehouses  of 
raw  materials  in  the  United 
States.  More  than  200  useful 
minerals  are  found  here, 
probably  more  than  any  com- 
parable area  in  the  whole 
world. 

So  no  matter  what  your  raw 
materials  needs  are,  there  is 
a  good  chance  you  can  find 
them  in  Utah. 

Most  of  Utah's  mineral 
production  is  processed  within 


Tapping  chemicals  of  Great  Salt  Lake. 

the  State... iron  and  steel, 
copper,  oil,  salt,  uranium, 
beryllium,  gypsum,  and  many 
other  products.  The  opportuni- 
ties for  further  processing  and 
fabricating  these  materials 
are  unlimited. 

And  don't  overlook  the 
fact  that  Utah  has  abundant 
and  diverse  resources  to  meet 
the  energy  needs.  With  its  vast 
coal,  oil,  oil  shale,  and  uranium 


supplies,  and  with  its 
encouraging  geothermal 
explorations,  Utah  is 
certain  to  play  a  major 
role  in  meeting  the 
energy  needs  of  the 
future  in  America. 
Utah's  amazing 
mineral  resources  are 
matched  by  its  chemical 
reserves,  which  are 
just  starting  to  be 
tapped.  It  is  estimated 
that  there  are  five 
billion  tons  of  dissolved  chemi- 
cals in  the  brines  of  Great 
Salt  Lake.  This  includes  four 
billion  tons  of  sodium  chloride, 
600  million  tons  of  sodium 
sulfate;  100  million  tons  of 
potassium;  150  million  tons 


A  new  oil  rig  in  production. 


Kennecott  Copper  operation 


of  magnesium;  and  lesser 
quantities  of  calcium  carbonate, 
as  well  as  lithium,  bromine, 
and  boron. 

What  do  you  need?  There's 
a  good  chance  Utah's  got  it! 

And  here's  a  very  special 
added  advantage:  You  are  just 
about  equi-distance  from  all 
major  cities  in  the  33,000,000 
Western  Market,  with  excellent 
transportation  and  many  special 
marketing  advantages. 

Yes,  Utah  could  be  the 
logical  place  to  locate  your 
plant  and  maybe  your  new 
corporate  or  regional  office. 

For  information,  write  to: 

John  Rencher,  Director 
Utah  Industrial  Promotion 
Division,  Dept.  F-1 
#2  Arrow  Press  Square 
Salt  Lake  City,  Utah  84101 


Win  the  West  from 


*guraH! 
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'ery  strong  in  food  ingredients. 

hanging  the   blah   to   all-h-h   in  food  is  a  Hercules  strong  point. This  is 
articulajrly  true  in  convenience  and  processed  foods.  Our  ingredients  are 
sed  by  the  food  industry  to  season  soups,  coat  nuts,  and  improve  dozens 
f  other  things  in  between.  We  have  products  which  thicken,  stabilize. 
jtain  mfcisture.  enhance  flavors  and  fragrances.  Got  a  food  problem? 
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Clark  driverless  tractor  trains  cut  labor  costs 


Clark  Michigan  675  uncovers  new  seams  of  coal. 

Clark  planetary  axles  give  Steiger  tractors  added  dravvba 


i  Belgium,  a  Melroe  Bobcat  loader  stockpiles  landscaping  rock. 


lark  Lima  crane  helps  build  a  new  bridge, 
ark  Tyler  cases  display  fresh  produce  for  British  shoppers. 


Skidding  big  timber  out,  Clark  Ranger  gets  it  done. 


Clark  Equipment 
gets  it  done! 


You  can  count  on  it.  Because  the  equipment  is  good 

to  begin  with.  And  because  your  Clark  dealer  knows  how 

to  keep  it  that  way.  When  you're  under  pressure  to  get 

a  job  done,  that's  good  to  know. 


CLARK 

EQUIPMENT 


Buchanan,  Michigan  49107 

,  Michigan,  Tyler,  Austin-  Western,  lima  and  Mel  roe  Bobcat  Loader  are  trademarks  of  Clark  Equipment  Company. 

More  than  100  Clark  lift  trucks  work  at  Chicago's  produce  market. 
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\bu  shouldn't  have  to  worr 
about  your  rent-a-car  reservatio 
being  there  before  you  get  there. 


That's  why  Hertz  introduced  54  of  the  toughest  new  standards  in 
the  industry.  3  of  them  help  make  sure  you'll  see  your  car  reservation 
with  your  name  on  it,  even  before  you  get  to  the  counter. 
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You've  got  enough  to  worry  about  on  a  business 
trip.  Rushing  to  make  your  flight.  Eating  on  the  run. 
Plastic  hotel  rooms.  Reservations  that  aren't  there. 
So  it's  nice  to  see  your  car  reservation  with  your 
name  on  it  even  before  you  reach  the  counter. 

Because  business  trips  shouldn't  include 
rent-a-car  worries,  Hertz  established  54  of  the 
toughest  new  standards  in  the  industry  covering 
every  step  it  takes  to  give  you  a  clean,  reliable  car. 
Fast.  Every  time. 

These  standards  spell  out  exactly  what  our 
employees  must  do  to  have  both  your  oar  and  your 
reservation  waiting.  How  fast  you'll  be  served 

And  how,  if  you're  a  tt1  Club  member,  your 
rental  form  will  be  completed  before  you  arrive. 
And  it's  also  Hertz  policy  at  U.S.  airports  to  do 


\our  Hertz  car. 
One  less  thing 
to,  worry  about. 


everything  humanl/  possible  to   hold  thai 
/ou,  even  if  /our  plane  is  2  hours  lata 

Getting  -\  rent  a  oar  with  these  assun 
hasn't  always  been  ttm.  f.r.  / 

Flut  then,  rent  it  here/leave  it  there 
press  check  in  and  ■■' I  Club  sorvice  didn't 
until  H'-M/  introduced  them,  either 

Our  new  standards  not  only  - 
//e  take  cart;  r,\  ^ou   they  also  cover  how  car 
we  fake  care  of  our  < 

'A  of  the  toughest  no  n  standards  i 
industry 

r*ou  expect  them  from    /' 
Hertz,  the  world 
wide  leader  in 
rent  a  cars  v 

rut  : 


Forbes 


The  Old  Math 
Is  Back 


The  new  corporate  mathematics 
taught  that  cash  was  a  burden  and  debt 
was  an  asset.  It  worked  for  a  while  — 
but  not  in  1974. 


^ 
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When  it  comes  to  growth,  Philip 
Morris  enjoys  a  clear-cut  edge  over 
its  big  rival,  RJ.  Reynolds  (see  Yard- 
sticks, p.  174).  Both  cigarette-makers 
earn  excellent  profit  returns,  but 
Philip  Morris'  earnings,  thanks  to  its 
red-hot  Marlboro  brand,  have  been 
growing  twice  as  fast— by  20%  a  year. 
The  stock  market,  still  reflecting  its 
old  infatuation  with  growth,  values 
PM  at  15  times  earnings,  twice  as 
high  as  RJR. 

Yet,  in  one  major  sense  Reynolds 
stands  head  and  shoulders  above  its 
faster  growing  competitor.  RJR,  just 
winding  up  a  period  of  heavy  capital 
spending,  will  be  far  more  liquid  than 
PM.  Analysts  look  for  Reynolds  to 
generate  about  $100  million  a  year  in 
excess  cash  flow,  and  thereby  to  be  in 
a  position  to  raise  its  dividend  faster 
than  its  earnings.  By  contrast,  Philip 
Morris— far  deeper  in  debt  and  still  in 
the  midst  of  a  big  spending  push- 
will  need  every  dollar  it  can  lay  its 
hands  on,  and  then  some.  Perhaps  its 
earnings  growth  may  continue  to  out- 
pace RJR's,  provided  interest  charges 
and  start-up  costs  from  its  expansion 
push  don't  get  out  of  hand.  But  Rey- 
nolds' shares  could  get  a  double  boost 
—from  higher  dividends  as  well  as 
higher  earnings. 

The  go-go  boys  of  the  Sixties  would 
have  scorned  that  kind  of  stock  eval- 
uation. Never  mind  liquidity,  they 
figured,  that  is  for  bankers  to  fret 
about.  All  you  really  need  to  know  to 
pick  a  stock  market  winner  is  how 
fast  earnings  are  going  up. 

But  in  today's  stagflationary  set- 
ting, cash  and  liquidity  are  suddenly 
very  fashionable.  Wall  Streeters  and 
corporate  bosses,  who  once  had  eyes 
only  for  earnings  curves,  are  now  pay- 
ing urgent  attention  to  balance  sheets 
and  flow-of-funds  statements. 

"It's  back  to  Graham  &  Dodd*  and 
how  much  have  you  got  in  the  bank?" 
said  David  Mahoney,  chief  executive 
of  Norton  Simon,  Inc.,  who  was 
clutching  his  company's  $293-million 
cash  wad  last  fall  like  Linus  of  the 
comic  strip  "Peanuts"  holding  onto 
his  security  blanket. 

Why  Worry? 

The  liquidity  squeeze  began  build- 
ing when  the  stock  market  dried  up 
as  a  source  of  fresh  equity  capital 
five  years  ago.  But  it  didn't  begin 
hurting  until  double-digit  inflation  set 
in.  Inflation  buoyed  the  need  for  capi- 
tal spending.  Companies  had  to  add 
plant  capacity,  equipment  and  inven- 
tories to  meet  booming  demand,  hang 
onto  market  shares,  overcome  short- 
ages and  preserve  productivity. 


'Benjamin  Graham  and  David  L.  Dodd,  co-authors 
of  Security  Analysis,  the  bible  of  conservative,  "in- 
trinsic value"  investing. 
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Inflation  likewise  drove  up  the  cost 
of  those  plant,  equipment  and  inven- 
tory additions.  Monsanto,  for  one, 
complained  last  year  that  the  cost  of 
a  given  amount  of  new  capacity  had 
in  some  instances  more  than  doubled 
over  a  two-year  period. 

Inflation,  too,  distorted  the  internal 
cash  flow  available  for  capital  spend- 
ing. Bloated  by  price  hikes  and  inven- 
tory windfalls,  companies'  reported 
earnings  and  cash  flows  appeared  far 
more  ample  than  they  really  were. 
Even  Procter  &  Gamble,  one  of  the 
stalwarts  of  American  industry,  found 
its  cash  position  shrunken  by  nearly 
30%  last  year  as  it  replaced  inven- 
tories at  rapidly  inflating  prices. 

So  U.S.  companies,  squeezed  for 
equity  funds  but  compelled  to  spend 
heavily,  heaped  their  balance  sheets 
with  debt,  including  huge  sums  of 
short-term  debt.  Nine  years  ago  less 
than  one-third  of  corporate  capital 
expenditures  were  financed  with  bor- 
rowed money;  today  more  than  half 
come  from  debt.  As  a  result,  long- 
term  debt  ratios  have  more  than  dou- 
bled in  recent  years,  to  44%  of  share- 
holders' equity— with  the  debt  ratios 
of  many  individual  companies  ap- 
proaching and  exceeding  100%.  Short- 
term  debt,  which  is  costlier  and 
matures  more  quickly,  has  risen  almost 
half  again  as  fast  as  long-term  debt, 
and  much  of  it  has  been  used  to  back 
long-range  projects. 

In  the  beginning,  the  higher  debt 
bothered  few  people.  As  long  as  prof- 
its earned  on  the  new  investment  com- 
fortably exceeded  interest  payments, 
why  worry?  The  shorter  term  bor- 
rowing could  be  refinanced  long  term 
or  with  equity  as  soon  as  conditions 
improved.  Only  conditions  didn't  im- 
prove. They  got  worse.  Overall,  earn- 
ings coverage  of  corporate  debt,  once 
as  high  as  13  times  interest  charges 
during  the  Sixties,  skidded  to  around 
three  times.  Interest  rates  on  short- 
term  debt  went  so  high  last  year  that 
they  sometimes  exceeded  what  com- 
panies could  hope  to  earn  on  it. 

Yet  many  companies  had  no  choice 
but  to  go  on  borrowing.  NCR,  for 
example,  locked  in  a  competitive 
struggle  with  giant  International  Busi- 
ness Machines,  had  to  take  on  more 
debt  to  build  its  rental  base— or  give 
ground  in  the  marketplace.  Goodyear 
Tire  &  Rubber,  forced  to  convert  to 
radial  tires,  had  to  go  deeper  into 
hock,  even  though  it  meant  a  big 
rise  in  interest  charges.  Even  some  of 
the  drug  companies,  despite  their 
huge  profit  flows,  went  into  debt— the 
result  of  not  being  able  to  repatriate 
enough  cash  from  their  tax-sheltered 
foreign  subsidiaries. 

To  make  matters  worse,  not  all  of 
the  borrowed  money  went  for  finan- 


THE  OVER-BURDENED 
BALANCE  SHEET 

U.S.  companies  have  become 
overwhelmingly  dependent  on  debt 
for  their  new  capital 
since  the  equity  market 
dried  up  a  few  years  ago. 
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As  their  total  debt  has  risen, 
their  liquidity— the  relationship  of 
cash  and  other  liquid  assets 
to  total  liabilities— has  worsened 


dramatically 
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cially  productive  uses.  A  good  deal 
of  it  went  for  pollution  control.  Phelps 
Dodge,  for  example,  for  years  had  a 
fortress-like  balance  sheet,  rich  in 
cash  and  with  almost  no  long-term 
debt.  But  in  spite  of  record  earnings, 
Phelps  Dodge  had  to  go  $282  million 
into  debt,  and  its  cash  balances 
dropped,  much  of  the  outflow  going 
for  pollution-control  equipment. 

The  Rich  Get  Poorer 

It  almost  got  so  you  could  get  poor 
on  record  profits.  Take  the  case  of 
Kaiser  Aluminum  &  Chemical.  Kaiser 
broke  all  records  last  year  with  profits 
of  about  $115  million  on  sales  of  $1.7 
billion  and  a  return  on  equity  of  16%. 
Add  a  depreciation  flow  of  about  $55 
million,  and  Kaiser  had  a  cash  flow 
of  around  $170  million. 

But  the  demands  on  Kaiser's  cash 
flow  soared.  It  had  to  spend  $55 
million  on  pollution  control  and  $85 
million  for  new  plant  and  equipment. 
It  had  to  repay  $33  million  in  long- 
term  debt  and  lay  out  $22  million  in 
shareholder  dividends.  Total  cash  out- 
flow: $195  million.  On  top  of  this,  ris- 
ing prices  forced  Kaiser  to  increase  in- 
ventory and  receivables.  Kaiser  started 
1974  with  $626  million  in  long-term 
debt;  it  ended  the  year  with  $710  mil- 
lion. The  richer  Kaiser  got,  the  poor- 
er it  got. 

It's  analogous  to  one  man  going 
broke  on  an  income  of  $50,000  a  year 
while  another  one  builds  assets  on 
$20,000  a  year.  Sure,  the  $50,000-a- 
year  man  lives  much  better,  but  one 
day  he  will  have  to  pay  the  piper. 
The  situation  is  familiar  enough  for 
those  who  play  Monopoly:  You  can 
have  hotels  on  Park  Place  and  the 
Boardwalk,  but  if  you  don't  have 
$100  in  cash  when  you  need  it,  down 
come  your  hotels. 

A  seemingly  poor  company  can,  in 
these  circumstances,  be  better  oil 
than  a  rich  one.  Take  American  Air- 
lines. It  has  been  very  poor  recently, 
losing  $59  million  before  taxes  in 
1973  and  earning  a  razor-thin  $25 
million  in  1974.  Nevertheless,  Ameri- 
can's balance  sheet  has  been  getting 
fatter,  while  Kaiser's  got  thinner. 
Even  in  the  year  it  lost  money,  Ameii 
can  had  a  cash  flow  from  deprecia- 
tion of  $126  million— which  exceeded 
its  capital  outlays  by  nearly  200%. 
American  started  1973  with  about 
$43  million  in  cash;  it  ended  1974 
with  nearly  $90  million.  Bad  as  the 
airlines  business  had  become  by  yeat  | 
end,  one  thing  American  did  not  have 
to  worry  about  was  solvency. 

UAL,  considerably   more  profitable 

than  American  Airlines  but  with  an 
equally  large  depreciation  How, 
ended  1974  with  a  cash  balance  <>l 
dose  to  $500  million,  allowing  it  to 
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Lasting  Effect.  Extra-heavy  expenditures  to  bring  older  plants  up  to 
pollution-control  standards  may  be  nearing  an  end.  But  the  extra  debt 
incurred  to  do  so  remains.  So  do  the  standards,  for  future  plants. 


prepay  some  of  its  long-term  debt  at 
a  very  nice  discount.  The  cash  bal- 
ance, invested  at  high  interest  rates, 
could  have  accounted  for  more  than 
one-third  of  UAL's  profits  last  year. 
No  group  of  companies  improved 
their  finances  more  last  year  than  the 
oil  companies.  Mobil  had  enough 
money  lying  around  to  shell  out  $800 
million  in  cash  to  acquire  Marcor.  Un- 
fortunately, a  good  chunk  of  the  oil 
profits  came  from  inventory  wind- 
falls. Actual  cash,  though,  has  been 
drained  by  higher  taxes  on  the  wind- 
falls plus  the  need  to  refill  storage 
tanks  with  fresh  oil  at  sharply  ele- 
vated prices.  Meanwhile,  spending 
needs  for  new  wells  and  refineries  are 
going  up,  of  course,  while  their  debt, 
already  sky-high,  promises  to  go  high- 
er. Where  equity  financing  was  once 
used  to  back  exploration,  for  example, 
debt  must  now  be  employed.  Also,  oil 


companies'  published  debt  figures 
don't  reflect  their  huge  amounts  of 
off-balance-sheet  financing,  such  as 
tanker  and  service  station  leases. 

The  electric  utilities,  however,  are 
in  the  worst  financial  bind  of  all.  They 
face  a  steadily  growing  demand  for 
their  product,  but  tight  rate  regula- 
tion over  the  years,  and  now  soaring 
fuel  costs,  have  left  them  as  a  group 
with  a  net  working-capital  deficit.  Al- 
ready burdened  with  the  heaviest 
debt  loads  in  American  industry,  the 
utilities  have  watched  helplessly  as 
their  credit  ratings  have  been  down- 
graded in  recent  years.  To  stay  sol- 
vent, New  York's  Consolidated  Edison 
had  to  persuade  the  State  Legislature 
to  allow  a  state  agency  to  buy  two 
unfinished  power  plants;  in  a  literal 
sense,  Con  Ed  was  living  off  capital. 

The  demand  for  money  was  so  huge 
last  year  that  even  E.I.  du  Pont  had 


to  go  outside  to  raise  money.  It  went 
for  a  huge  amount,  too,  $500  million 
in  one  fell  swoop.  Du  Pont  reaped 
the  reward  for  decades  of  fiscal  con- 
servatism. With  a  debt-free  balance 
sheet,  it  was  able  to  raise  that  money 
easily,  without  overburdening  itself 
with  high  interest  charges. 

Coca-Cola  and  3-M  are  two  other 
blue-chip  companies  that  suffered  no 
liquidity  crises.  Minnesota  Mining, 
always  rich  in  profits  and  cash  flow, 
carries  only  $101  million  in  long-term 
debt.  Coca-Cola  has  $300  million  in 
cash  and  only  $8  million  in  debt.  Its 
main  competitor,  PepsiCo,  must  rely 
far  more  heavily  on  debt,  raising  its 
total  to  $307  million  last  year. 

When  Cash  Is  King 

Historically,  great  fortunes  have 
been  made  by  men  who  had  hard 
cash  during  a  depression.  They  real- 
ized the  simple  truth  that  when  as- 
sets go  down  in  value,  cash  goes  up 
in  value.  Thus,  for  example,  did  Julius 
Rosenwald  gain  control  of  Sears,  Roe- 
buck, the  du  Pont  family  of  General 
Motors  and  Joseph  P.  Kennedy  of 
RKO.  When  these  companies  suffered 
a  cash  squeeze,  these  men  bailed 
them  out— and  got  themselves  a  big 
chunk  of  the  equity. 

One  of  the  most  intriguing  balance 
sheets  currently  belongs  to  Signal 
Cos.  Having  sold  its  oil  properties  to 
Britain's  Burmah  Oil,  Signal  is  now 
sitting  with  nearly  $20  a  share  in 
cash— more  than  the  market  price  of 
its  stock.  If  Signal  can  invest  its 
$400-million  cash  hoard  wisely,  its 
stockholders  may  end  up  with  a  very 
valuable  investment— never  mind  that 
the  company's  earnings  have  not  been 
especially  good. 

"The  day  is  long  gone  when  a  rising 
earnings  curve  alone  gave  comfort," 
says  Nicholas  Kronwall,  a  former  mu- 
tual fund  manager  who  now  man- 
ages private  accounts  in  Tucson,  Ariz. 
"The  investor  who  ignores  cash  and 
liquidity  these  days  could  be  in  for 
some  nasty  surprises." 

The  first  such  sure  -ise  was  4/2  years 
ago  when  the  theoretically  profitable 
Penn  Central  went  broke.  Penn  Cen- 
tral had  fooled  investors  and  security 
analysts  with  reported  profits  that  ex- 
isted only  on  paper.  But  when  the 
crunch  came,  Penn  Central  could  not 
meet  its  debts  or  pay  its  workers 
with  bookkeeping  entries.  It  is  to  be 
hoped  that  the  U.S.  economy  won't 
have  to  bear  any  more  Penn  Centrals, 
but  the  railroad's  collapse  was  a 
warning  that  the  economy  couldn't 
run  forever  on  borrowed  money.  Some 
managements  heeded  the  warning. 
Others  didn't.  Those  that  didn't  face 
a  very  hairy  situation  in  the  years 
immediately  ahead.  ■ 
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Measuring  Management:  1974 


With  the  debt-loaded  U.S.  economy  suddenly  in  a  tailspin, 

which  of  the  nation's  biggest  companies  shape  up  as  the  strongest 

on  Forbes'  Yardsticks  of  Management  Performance? 


For  nearly  two  years,  double-digit 
inflation  has  taken  the  nation's  big 
companies  up  the  roller  coaster,  ele- 
vating their  growth  and  profitability 
figures.  It  has  also  encouraged  them 
to  expand  and  go  deeper  into  debt, 
despite  rising  interest  rates  and  capi- 
tal costs. 

Now  a  rapidly  worsening  recession 
is  taking  those  companies  down  the 
roller  coaster.  The  plunge  will  test 
which  ones  have  the  strongest  cor- 
porate constitutions.  The  Forbes 
Yardsticks  of  Management  Perfor- 
mance, which  make  up  the  bulk  of 
this  issue,  are  designed  to  help  you 
pick  the  weak  from  the  strong. 

Because  corporate  liquidity  and  the 
availability  of  capital  funds  has  be- 
come a  serious  problem  (see  preced- 
ing story),  two  new  measures  have 
been  added  this  year  to  Forbes'  reg- 
ular Profitability  and  Growth  Yard- 
sticks. One  is  the  debt-to-equity  ratio. 
The  other  is  the  net  profit  margin. 

The  first  of  these  two  new  Yard- 
sticks is  a  way  of  showing  how  deep- 
ly into  debt  a  company  is  in  relation 
to  its  stockholders'  equity.  The  second 
represents   the  ultimate  bottom   line: 


On  each  dollar  of  sales,  how  many 
pennies  are  actually  left  over  after 
taxes  to  plow  back  into  the  business. 

If  the  debt  ratio  is  higher  than  av- 
erage—the median  company  has  40 
cents  in  debt  for  every  dollar  of  eq- 


Where  To  Find  The  Yardsticks 
Summary  of  Ranking  &  Index .  P.    39 

Rankings  by  Profitability P.    51 

Rankings  by  Growth P.    66 

Stock  Market  Rankings P.    82 

Industry  Medians P.  112 

Rankings  within  Industries.  .  .P.  119 


uity  capital— you  may  well  have  a 
company  that  is  willing  to  have  to 
devote  a  good  part  of  its  profits  in 
future  years  just  to  paying  off  bor- 
rowed money.  Its  ability  to  expand 
may  well  be  hobbled.  And,  if  reces- 
sion becomes  depression,  its  very  sol- 
vency could  be  threatened.  Be  wary, 
therefore,  of  companies  that  show  a 
very  high  return  on  stockholders'  eq- 
uity, but  only  a  so-so  return  on  over- 
all capital.  Such  companies  are  exces- 
sively leveraged  with  debt. 


In  a  period  of  inflation,  the  other 
new  ratio— net  profit  margin— is  es- 
pecially significant.  Inflation  can  make 
the  return  on  equity  and  return  on 
capital  figures  look  better  than  they 
really  are,  because  they  measure  in- 
flated earnings  against  pre-inflation 
capital.  But  net  profit  margin  mea- 
sures inflated  earnings  against  inflated 
sales— apples  with  apples— not  apples 
with  pomegranates. 

Taken  together,  the  mosaic  of  num- 
bers in  this  issue  comes  as  close  as 
numbers  can  to  giving  an  accurate 
picture  of  who's  ahead  and  who's  be- 
hind in  American  industry.  Numbers 
alone,  of  course,  cannot  tell  the  whole 
story,  but  when  taken  over  a  rela- 
tively long  period— as  Forbes'  num- 
bers are— they  tell  a  good  deal  even 
about  the  intangibles  of  men  and  man- 
agement. Over  time,  good  luck  and 
bad  luck  have  a  way  of  washing  out. 

To  be  added  to  the  Forbes  survey 
of  1974,  a  company  needed  sales  of 
at  least  $250  million.  That  sounds 
like  a  lot  of  money,  but  the  economy 
is  so  huge  that  no  fewer  than  859 
companies  qualified.  The  bulk  of 
American  industry  is  measured  here." 


How  The  Forbes  Yardsticks  Are  Calculated 


Return  On  Stockholders'  Equity 

Companies  obtain  capital  from  two 
sources:  stockholders  and  creditors. 
This  figure  is  the  profit  return  on  the 
stockholders'  portion  of  a  company's 
capital.  We  express  primary  earnings 
per  common  share  (after  any  write- 
offs) as  a  percentage  of  the  stock- 
holders' equity  per  common  share  at 
the  start  of  the  year.  The  five-year  re- 
turn in  our  Yardstick  tables  is  an  av- 
erage of  the  returns  calculated  for  the 
years  1970  through  the  latest  report- 
ed 12  months. 

Return  On  Total  Capital 

This  figure  is  the  profit  return  on  a 
combination  of  stockholders'  equity 
(both  common  and  preferred)  plus 
the  long-term  capital  from  other 
sources,  including  long-term  debt,  mi- 
nority interests  and  deferred  taxes. 
The  profit  figure  used  in  this  compu- 
tation is  net  income  after  taxes  and 
any  write-offs  but  before  the  deduction 
of  interest  on  long-term  debt  and  mi- 


nority stockholders'  interests  in  the 
profits.  Again,  the  five-year  return 
shown  in  the  Yardsticks  tables  is  an 
average  of  these  returns  for  the  years 
1970  through  the  latest   12  months. 

Sales  Growth 

This  is  a  bit  tricky.  To  even  out 
short-run  distortions  caused  by  very 
poor  or  very  good  years,  we  reach 
back  over  ten  years  to  measure  five- 
year  sales  growth.  We  take  the  av- 
erage sales  for  the  most  recent  five 
years  (1970  through  the  latest  12 
months),  and  compute  the  percent- 
age change  from  average  sales  for  the 
preceding  five  years  (1965  through 
1969).  We  then  express  that  change 
in  terms  of  a  five-year  compounded 
annual  rate  of  growth,  since  the  mid- 
points of  the  two  periods  are  five 
years  apart. 

Earnings-Per-Share  Growth 

As  with  sales  growth,  we  go  back 
ten  years  to  calculate  the  five-year 
rate  of  earnings-per-share  growth.  Us- 


ing primary  earnings  per  share  after 
any  write-offs,  we  compare  those  for 
the  most  recent  five  years  against  those 
for  the  preceding  five  years  and  ex- 
press the  change  in  terms  of  a  five- 
year  compounded  annual  growth  rate. 

Debt-To-Equity  Ratio 

To  what  degree  is  management  us- 
ing borrowed  funds  to  leverage  its 
profitability?  The  debt-equity  ratio, 
expressed  in  the  Yardsticks  tables  as  a 
decimal  figure  assuming  equity  is 
equal  to  1.0,  provides  the  answer.  It 
is  computed  by  dividing  total  long- 
term  debt  at  the  end  of  the  latest 
reported  fiscal  year  by  the  sum  <>l 
stockholders'  equity  (both  common 
and  preferred),  minority  Interest  and 
accumulated  deferred  tax 

Net  Profit  Margin 

This  figure  shows  the  percentage 
of  net  sales  available  for  dividends  and 
reinvestment  in  the  business.  Net 
sales  for  the  latest  reported  12  months 
are  divided  into  net  aftertax  profit!, 
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Who's  Where 
In  This  Issue 


The  table  below  does  double  duty. 
It  is  an  alphabetical  index  for  lo- 
cating the  company  information  con- 
tained in  the  rest  of  the  issue— show- 
ing, for  example,  the  page  number 
of  the  industry  wrap-up  story  in 
which  a  company  is  included.  It  is  al- 
so a  summary  of  each  company's  rank- 
ings in  the  three  other  comprehensive 
tables  that  precede  the  industry 
stories— Who's  Where  in  Profitability 
on  page  51,  Who's  Where  in  Growth 
on  page  66  and  Who's  Where  in  the 
Stock  Market  on  page  82. 

Say  you  are  interested  in  Ameri- 
can Telephone  &  Telegraph.  Run- 
ning your  finger  down  the  alpha- 
betical listing  below,  you'll  find  that 
AT&T  is  covered  in  two  of  our  in- 
dustry surveys:   on  page   146  among 


the  utility  companies,  and  on  page 
164  among  the  electronics  outfits.  It 
qualifies  for  the  latter,  of  course,  be- 
cause its  performance  is  significantly 
affected  by  its  big  electronics  manu- 
facturing arm,  Western  Electric.  On 
those  two  pages,  in  addition  to  the 
industry  stories,  you  will  find  addi- 
tional smaller  tables  comparing  AT&T 
with  its  competitors  on  the  whole 
range  of  Forbes  Yardsticks  figures. 
You  can  see,  for  example,  how  it  mea- 
sures up  against  General  Telephone  & 
Electronics  in  return  on  equity  or  in 
earnings-per-share  growth. 

Say  you  want  to  see  what  kind  of 
company  AT&T  is  keeping  among  all 
the  corporations  covered  in  this  issue, 
not  just  its  competitors.  In  the  table 
below  you  will  find  its  ranking  on  the 


comprehensive  profitability,  growth 
and  stock  market  lists.  It  ranks  203rd 
in  stock  market  performance,  for  ex- 
ample. Simply  go  to  the  stock  market 
list  on  page  82  and  run  your  finger 
down  to  that  position.  (You'll  leam 
that  AT&T  has  had  about  the  same 
price  action  as  Rockwell  Internation- 
al, W.R.  Grace  and  SmithKline  Corp. 
in  the  stock  market  over  the  course 
of  the  last  five  years. ) 

You  can  leam  more  than  just  page 
numbers  from  this  list,  however.  You 
can  see  why  AMP,  Inc.  is  so  highly 
regarded:  It  ranks  very  high  in  all 
three  categories— profitability,  growth 
and  market  performance.  You  can  see 
that  Archer-Daniels-Midland  is  grow- 
ing very  rapidly,  but  that  its  growth 
has  not  done  much  for  its  profit  re- 
turn. You  can  see  that  Wall  Street 
is  apparently  skeptical  about  Amera- 
da Hess's  high  rates  of  growth  and 
profitability  from  its  so-so  stock  mar- 
ket ranking. 

This  table  is  an  index,  but  it's  much 
more  too.  ■ 


Where  to  Find  the  Company 

[^■^^■■^M 

•^^^Tr^H 

Industry 

Survey 

Survey 

Company 

Profitability 

Growth 

Stock  Market 

Page 

Company 

Profitability 

Growth 

Stock  Market 

Page 

Abbott  Laboratories 

237 

384 

404 

170 

American  Financial 

154 

32 

212 

195 

ACF  Industries 

529 

667 

267 

192 

American  General 

562 

256 

613 

198 

Adgraph  Multigraph 

777 

782 

839 

126 

Amer  Hoist  &  Derrick 

671 

611 

329 

192 

Aetna  Life  &  Cas 

470 

78 

96 

198 

Amer  Home  Products 

7 

223 

60 

170 

H  F  Ahmanson 

392 

121 

•* 

195 

Amer  Hospital  Supply 
American  Intl  Group 

497 
72 

190 
40 

442 
48 

170,  214 

Airco 

709 

712 

368 

220 

198 

Air  Prods  &  Chems 

354 

148 

18 

220 

American  Motors 

790 

843 

568 

138 

Akzona 

444 

525 

592 

220 

American  Natl  Finl 

680 

68 

305 

198 

Albertson's 

94 

231 

75. 

211 

American  Natural  Gas 

384 

399 

161 

144 

Alcan  Aluminium 

587 

545 

261 

184 

American  Petrofina 

95 

101 

195 

218 

Alco  Standard 

342 

135 

640 

178 

Amer  Re-Insurance 

201 

86 

486 

198 

Alexander  &  Baldwin 

484 

421 

217 

206 

Amer  Smelting  &  Rfg 

317 

419 

526 

184 

Alexander's 

675 

664 

802 

212 

American  Standard 

811 

795 

739 

158,  178 

Allegheny  Airlines 

710 

843 

603 

202 

American  Stores 

673 

358 

316 

211 

Allegheny  Ludlum  Ind 

643 
381 

731 
448 

402 
381 

181 
146 

American  Tel  &  Tel 

583 

494 

203 

146,  164 

Allegheny  Power 

AMF 

61 

79 

466 

178,  225 

Allied  Chemical 

556 

483 

83 

220 

Amfac 

371 

133 

506 

178 

Allied  Products 

684 

718 

556 

178 

AMP 

33 

99 

61 

164 

Allied  Stores 

659 

588 

446 

212 

Ampex 

836 

795 

838 

164 

Allied  Supermarkets 

833 

795 

762 

211 

Amstar 

192 

202 

n 

176 

Allis-Chalmers 

33 

649 

177 

Amsted 

616 

596 

158 

192 

Alcoa 

626 

376 

184 

Anaconda 

810 

795 

512 

184 

MUX 

251 

388 

179 

184 

Anchor  Hocking 

333 

406 

655 

119 

Amerada  Hess 

9 

83 

434 

218 

Anderson-Clayton 

665 

107 

101 

214 

American  Airlines 

824 

795 

765 

202 

Anheuser-Busch 

139 

187 

288 

176 

American  Bakeries 

827 

795 

723 

176 

ARA  Services 

191 

203 

580 

213 

Amer  Beef  Packers 

359 

117 

786 

214 

Areata  National 

782 

777 

791 

225 

American  Brands 

241 

354 

224 

174 

Archer-Danls-Midland 

388 

25 

15 

214 

Amer  Broadcasting 

264 

153 

294 

225 

Arden-Mayfair 

846 

795 

783 

211 

American  Can 

726 

749 

385 

119 

Ark  Louisiana  Gas 

188 

560 

299 

144 

Amer  Chain  &  Cable 

764 

762 

528 

192 

Arien  Realty  &  Dvpt 

830 

** 

829 

213 

American  Cyanamid 

313 

513 

247 

174,  220 

Armco  Steel 

641 

625 

257 

181 

American  Elec  Power 

309 

435 

521 

146 

Armstrong  Cork 

516 

525 

444 

158 

American  Export  Inds 

848 

795 

848 

206 

Armstrong  Rubber 

712 

686 

668 

138 

American  Express 

223 

61 

95 

195 

Arvin  Industries 

645 

699 

425 

138 

PROFITABILITY:  5-Year  Return  on  Equity.         GROWTH:  5-Year  Compounded  Annual  Earnings  Per  Share  Growth.         STOCK  MARKET:  5-Year  Price  Change. 
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Where  to  Find  the 

Company 

Industry 
Survey 
it            Page 

Company 

Industry 

Company 

Profitability 

Growth 

Stock  Mark 

Profitability 

Growth 

Stock  Market 

Survey 
Page 

Ashland  Oil 

288 

561 

390 

218 

Carter  Hawley  Hale 

329 

408 

394 

212 

Associated  Dry  Goods 

435 

453 

605 

212 

Castle  &  Cooke 

601 

338 

460 

176 

Atlantic  Richfield 

621 

403 

140 

218 

Caterpillar  Tractor 

129 

383 

104 

138,  192 

A-T-0 

645 

557 

673 

178 

CBS 

97 

499 

382 

225 

Automation  Inds 

826 

795 

788 

192 

Ceco 

398 

426 

480 

158 

Avco 

800 

791 

807 

178,  195 

Celanese 

670 

479 

585 

220 

Avis 

247 

123 

•* 

206 

Cenco 

539 

433 

772 

170 

Avnet 

143 

439 

581 

164 

Centex 

6 

18 

576 

156 

Avon  Products 

3 

173 

651 

174,  213 

Central  &  South  West 

245 

373 

307 

146 

Babcock  &  Wilcox 

694 

683 

536 

192 

Central  Soya 

231 

200 

271 

214 

Baker  Oil  Tools 

97 

131 

6 

192 

Central  Steel  &  Wire 

677 

572 

151 

181 

Baltimore  Gas  &  Elec 

447 

459 

503 

146 

Central  Tel  &  Utils 

212 

341 

280 

146 

Bangor  Punta 

814 

795 

781 

178 

Cerro 

692 

736 

510 

184 

BankAmerica  Corp 

215 

259 

129 

199 

Certain-teed  Prods 

432 

110 

285 

158 

Bank  of  New  York 

234 

392 

469 

199 

Cessna  Aircraft 

262 

591 

440 

153 

Bankers  Trust  NY 

397 

312 

499 

199 

CFS  Continental 

203 

164 

157 

214 

E  T  Barwick  Inds 

830 

795 

806 

168 

Champion  Home 

4 

21 

112 

225 

Bath  Industries 

144 

22 

659 

158 

Champion  Intl 

492 

581 

647 

119,  158 

Baxter  Laboratories 

243 

74 

123 

170 

Champion  Spark  Plug 

48 

226 

230 

138 

Baza'r 

841 

795 

841 

211 

Charter  Company 

22 

5 

97 

218 

Beatrice  Foods 

141 

284 

240 

176 

Charter  New  York 

541 

509 

606 

199 

Bedon,  Dickinson 

246 

222 

515 

170 

Chase  Manhattan  Corp 

391 

235 

489 

199 

Beech  Aircraft 

500 

706 

348 

153 

Chemetron 

732 

750 

168 

220 

Bell  &  Howell 

532 

417 

768 

174,  225 

Chemical  New  York 

506 

593 

443 

199 

Bemis 

658 

490 

461 

119 

Chesebrough-Pond's 
Chessie  System 

60 

257 

227 

174 

Bendix 

592 

609 

388 

138,  177 

773 

727 

149 

206 

Beneficial  Corp 

183 

392 

479 

195,  213 

Chicago  Bridge  &  Iron 

115 

75 

1 

192 

Bergen  Brunswig 

803 

795 

830 

214 

Chicago  Milwaukee 

813 

795 

530 

206 

Bethlehem  Steel 

669 

552 

177 

181 

Chicago  Rock  Island 

833 

839 

483 

206 

Big  Bear  Stores 

210 

294 

363 

211 

Chromalloy  American 
Chrysler 

227 
752 

474 
759 

707 
750 

178 

Black  &  Decker 

105 

170 

43 

168 

138 

Blount 

26 

9 

•a 

156 

Chubb 

526 

196 

78 

198 

Blue  Bell 

182 

155 

231 

172 

Cincinnati  G  &  E 

326 

566 

419 

146 

Bluebird 

341 

150 

701 

214 

Cincinnati  Milacron 

766 

774 

637 

192 

Boeing 

766 
847 

765 
839 

353 
837 

153 
211 

CIT  Financial 

352 

399 

192 

195 

Bohack 

Citicorp 

238 

89 

30 

199 

Boise  Cascade 

807 

795 

790 

119,  158 

Cities  Service 

594 

458 

120 

218 

Borden 

566 

466 

235 

176 

City  Investing 

631 

45 

779 

178 

Borg- Warner 

607 

530 

468 

138,  177 

City  Stores 

817 

795 

764 

212 

Borman's 

820 

795 

809 

211 

Clark  Equipment 

176 

359 

398 

138,  192 

Boston  Edison 

585 

536 

585 

146 

Clark  Oil  &  Refining 

95 

333 

725 

218 

Braniff  Intl 

324 

404 

475 

202 

Cleveland  Elec  Ilium 

270 

482 

311 

146 

Briggs  &  Stratton 

26 

240 

73 

192 

Clorox 

16 

299 

419 

174 

Bristol-Myers 

59 

258 

371 

170 

Cluett,  Peabody 

731 

758 

814 

172 

Brockway  Glass 

401 

157 

671 

119 

CNA  Financial 

822 

795 

773 

198 

Brown  Group 

338 

556 

507 

172 

Coastal  States  Gas 

166 

237 

799 

144 

Browning-Ferris  Inds 

185 

60 

310 

192 

Coca-Cola 

15 

169 

375 

176 

Brunswick 

255 

843 

452 

178,  225 

Coca-Cola  Botlng  NY 

315 

324 

518 

214 

Budd 

772 

730 

574 

138 

Colgate-Palmolive 

226 

260 

42 

174   . 

Bunker-Ramo 

758 

224 

821 

164 

Collins  &  Aikman 

249 

431 

666 

172 

Burlington  Inds 

625 

669 

601 

172 

Colonial  Stores 

298 

321 

124 

211 

Burlington  Northern 

794 

703 

170 

206 

Colt  Industries 

532 

233 

166 

181 

Burroughs 

278 

82 

146 

126 

Columbia  Gas  System 

424 

428 

259 

144 

Butler  Manufacturing 

180 

188 

132 

158 

Columbia  Pictures 

845 

795 

834 

225 

Cabot 

571 

215 

448 

220 

Combined  Insurance 

52 

147 

796 

198 

Campbell  Soup 

302 

387 

297 

176 

Combustion  Engineering 

327 

366 

289 

192 

Campbell  Taggart 

261 

319 

145 

176 

Commercial  Metals 

113 

172 

165 

184 

Cannon  Mills 

733 

716 

332 

172 

Commonwealth  Edison 

485 

608 

433 

146 

Capital  Holding  Corp 

464 

126 

20 

198 

Commonwealth  Oil  Rfg 

438 

614 

558 

218 

Carborundum 

573 

448 

449 

192 

Comsat 

527 

15 

482 

146 

Carnation 

161 

174 

100 

176 

ConAgra 

796 

789 

715 

214 

Carolina  Pwr  &  Lt 

508 

532 

622 

146 

Cone  Mills 

721 

337 

106 

172 

Carpenter  Technology 

519 

690 

362 

181 

Connecticut  General 

359 

29 

323 

198 

Carrier 

480 

369 

726 

158 

Consolidated  Edison 
Consolidated  Foods 

690 

660 

714 

146 

Carson  Pirie  Scott 

678 

661 

548 

212 

294 

339 

5  Year  Pr 

690 

176 

PROFITABILITY:  5-Year  Return 

on  Equity. 

GROWTH:  5  Year  Compounded  Annual  Ea 

rntngs  Per  Share  Growth           STOCK  MARKET: 

ce  Change. 
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Where  to  Find  the  Company 

Bffifl 

Industry 
Survey 
Page 

Company 

■  •^^^Trj 

Industry 

Company 

Profitability 

Growth 

Stock  Market 

Profitability 

Growth 

Stock  Market 

Survey 
Page 

Consol  Freightways 

85 

327 

242 

206 

Eltra 

412 

396 

290 

164,  177 

Consol  Natural  Gas 

617 

549 

218 

144 

Emerson  Electric 

75 

245 

210 

164 

Consumers  Power 

667 

675 

703 

146 

Emhart 

491 

551 

538 

158 

Continental  Airlines 

749 

771 

682 

202 

Engelhard  Min  &  Chem 

58 

193 

292 

184 

Continental  Can 

626 

704 

533 

119 

Esmark 

515 

12 

209 

214 

Continental  Corp 

628 

70 

308 

198 

Ethyl 

116 

217 

167 

220 

Continental  Illinois 

340 

149 

193 

199 

Evans  Products 

626 

603 

797 

158 

Continental  Oil 

301 

227 

46 

218 

Ex-Cell-0 

680 

748 

511 

192 

Continental  Tel 

331 

343 

544 

146 

Exxon 

155 

244 

155 

218 

Control  Data 

760 

689 

817 

126,  195 

Fairchild  Camera 

736 

283 

758 

164 

Cook  Industries 

23 

6 

34 

214 

Fairchild  Industries 

652 

11 

660 

153 

Cook  United 

617 

720 

844 

212 

Fairmont  Foods 

637 

682 

658 

176 

Cooper  Industries 

344 

666 

212 

192 

Fedders 

611 

484 

826 

168 

Corning  Glass  Works 

383 

596 

669 

164 

Federal  Co 

648 

382 

581 

214 

CPC  International 

260 

507 

156 

176 

Federal-Mogul 

630 

717 

413 

138 

Crane 

405 

88 

40 

181 

Fedl  Natl  Mortgage 

150 

23 

22 

195 

Crocker  Natl  Corp 

437 

665 

522 

199 

Federal  Paper  Board 

482 

253 

282 

119 

Crown  Cork  &  Seal 

186 

180 

226 

119 

Federated  Dept  Strs 

304 

438 

352 

212 

Crown  Zellerbach 

495 

507 

357 

119 

Fed-Mart 

292 

104 

90 

212 

Crum  &  Forster 

465 

96 

169 

198 

Ferro 

177 

162 

335 

158 

Cullum  Companies 

429 

262 

481 

211 

Fibreboard 

633 

417 

529 

119 

Cummins  Engine 

411 

429 

573 

138 

Fieldcrest  Mills 

538 

613 

696 

172 

Curtiss-Wright 

793 

780 

609 

153 

Fingerhut 

132 

628 

693 

213 

Cutler-Hammer 

479 

401 

432 

164 

Firestone 

456 

415 

498 

138 

Cyclops 

703 

695 

435 

181 

First  Bank  System 

219 

290 

135 

199 

Cyprus  Mines 

156 

159 

214 

184 

First  Charter  Finl 

398 

123 

384 

195 

Dan  River 

781 

772 

562 

172 

First  Chicago  Corp 

402 

129 

81 

199 

Dana 

202 

342 

358 

138 

First  Intl  Bshs 

156 

113 

25 

199 

Daniel  International 

133 

27 

19 

156 

First  Natl  Boston 

393 

355 

190 

199 

Dart  Industries 

368 

318 

677 

178 

First  Natl  Stores 

835 

839 

418 

211 

Dayco 

231 

457 

641 

178 

First  Penna  Corp 

138 

266 

457 

199 

Daylin 

759 

795 

831 

212 

Fischbach  &  Moore 

66 

167 

409 

164 

Dayton-Hudson 

660 

618 

742 

212 

Fisher  Foods 

46 

43 

342 

211 

Dayton  Power  &  Light 

446 

634 

541 

146 

Flavorland  Inds 

269 

214 

317 

214 

Deere 

283 

142 

28 

138 

Fleetwood  Enterprises 
Fleming 

5 
198 

13 

390 

281 
219 

225 

DEKALB  AgResearch 

124 

59 

14 

214 

214 

Del  Monte 

486 

590 

275 

176 

Flickinger 

412 

184 

363 

214 

Delta  Air  Lines 

110 

303 

119 

202 

Flintkote 

684 

362 

543 

158 

Denny's 

121 

205 

692. 

225 

Florida  Power 

371 

416 

709 

146 

DeSoto 

603 

739 

798 

158 

Florida  Power  &  Lt 

365 

274 

534 

146 

Detroit  Edison 

651 

671 

560 

146 

Fluor 

520 

648 

54 

156 

Diamond  Intl 

258 

535 

436 

119 

FMC 

557 

657 

535 

177 

Diamond  Shamrock 

438 

475 

92 

220 

Food  Fair  Stores 

762 

754 

727 

211 

DiGiorgio 

654 

638 

760 

176,  214 

Foodarama  Supermkts 

804 

795 

749 

211 

Digital  Equipment 

120 

24 

430 

126 

Ford  Motor 

421 

364 

298 

138 

Dillingham 

775 

766 

774 

156 

Foremost-McKesson 

184 

486 

648 

214 

Dillon  Companies 

54 

87 

21 

211 

Foster  Wheeler 

482 

251 

188 

192 

Walt  Disney 

463 

127 

328 

225 

Franklin  Life  Ins 

»* 

** 

144 

198 

Diversified  Inds 

825 

795 

824 

184 

Fruehauf 

458 

531 

619 

138 

RR  Donnelley  &  Sons 

419 
62 

646 
158 

221 
330 

225 
158 

Fuqua  Industries 

364 

558 

794 

178,  225 

Dover.  Corp 

GAF 

676 

461 

509 

177 

Dow  Chemical 

91 

150 

11 

220 

Gamble-Skogmo 

427 

300 

154 

212 

Dravo 

653 

592 

175 

156 

Gannett 

205 

120 

56 

225 

Dresser  Industries 

385 

516 

35 

192 

Gardner-Denver 

175 

481 

102 

192 

Duke  Power 

615 

645 

617 

146 

Garfinckel  Brooks  Br 

443 

322 

476 

212 

Dun  &  Bradstreet  Cos 

42 

326 

494 

225 

Genl  Amer  Transportn 

273 

291 

232 

192 

E 1  du  Pont 

215 

525 

222 

220 

General  Cable 

455 

721 

609 

184 

Duquesne  Light 

254 

562 

462 

146 

General  Cigar 

682 

488 

396 

174 

Eagle-Picher  Inds 

235 

312 

395 

192 

General  Dynamics 

710 

744 

372 

153 

Eastern  Air  Lines 

821 

795 

706 

202 

General  Electric 

130 

316 

182 

164,  168, 177 

Eastern  Gas  &  Fuel 

329 

243 

152 

218 

General  Foods 

315 

604 

567 

176 

Eastman  Kodak 

56 

298 

268 

174,  225 

General  Host 

610 

•• 

705 

214 

Eaton 

204 

421 

490 

138 

General  Instrument 

730 

684 

751 

164 

Jack  Eckerd 

30 

26 

249 

213 

General  Mills 

196 

359 

125 

176 

Edison  Bros  Stores 

200 

375 

283 

213 

General  Motors 

194 

674 

575 

138 

El  Paso  Company 

371 

390 

392 

144 

General  Public  Utils 

565 

605 

563 

146 

IFITABILITY:  5-Year  Return  on  Equity.         GROWTH:  5-Year  Compounded  Annual  Earnings  Per  Share  Growth.         STOCK  MARKET:   5-Year  Price  Change. 
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Where  to  Find  the  Company 

Profitability    Growth     Stock  Market 

Industry 
Survey 
Page 

Company 

Industry 

Company 

Profitability 

Growth 

Stock  Market 

Survey 
Page 

General  Reinsurance 

156 

46 

7 

198 

Hyster 

450 

564 

550 

138, 192 

General  Signal 

363 

487 

196 

192 

Ideal  Basic  Inds 

475 

316 

141 

158 

General  Tel  &  Elec 

444 

547 

450 

146, 164 

Idle  Wild  Foods 

** 

1 

620 

214 

Genl  Tire  &  Rubber 

374 

346 

318 

138, 177 

III  Central  Inds 

744 

579 

584 

178,  206 

Genesco 

815 
93 

795 
108 

811 
26 

172, 213 
138 

Illinois  Power 

406 

609 

547 

146 

Genuine  Parts 

INA 

560 

69 

233 

198 

Georgia-Pacific 

102 

183 

365 

119, 158 

Ingersoll-Rand 

160 

498 

24 

177, 192 

Gerber  Products 

321 

619 

710 

176 

Inland  Container 

528 

368 

142 

119 

Getty  Oil 

560 

261 

8 

218 

Inland  Steel 

581 

538 

128 

181 

Giant  Food 

290 

323 

626 

211 

Inmont 

778 

776 

579 

220 

Gillette 

20 

401 

564 

174 

Insilco 

248 

589 

759 

168 

Globe-Union 

612 

331 

189 

138 

Interco 

258 

267 

296 

172 

Goldblatt  Brothers 

770 

752 

644 

212 

Interlake 

647 

357 

153 

181 

B  F  Goodrich 

747 

710 

492 

138 

Intl  Basic  Economy 

823 

795 

822 

211 

Goodyear 

414 

407 

589 

138 

IBM 

73 

144 

415 

126 

Gould 

465 

255 

373 

138 

Intl  Foodservice 

134 

67 

827 

214 

Govt  Employees  Ins 

35 

52 

207 

198 

Intl  Harvester 

716 

650 

234 

138 

W  R  Grace 

624 

617 

202 

178,  220 

Intl  Minerals  &  Chem 

379 

55 

3 

220 

WW  Grainger 

40 

72 

49 

164 

Intl  Multifoods 

503 

270 

366 

214 

Grand  Union 

735 

743 

683 

211 

International  Nickel 

127 

352 

531 

184 

WT  Grant 

657 

745 

843 

212 

International  Paper 

510 

499 

162 

119 

Gray  Drug  Stores 

459 

629 

757 

213 

Intl  Tel&  Tel 

404 

332 

730 

178 

Great  Atl  &  Pac  Tea 

799 

788 

680 

211 

Irrterpace 

687 

577 

422 

158 

Gt  Northern  Nekoosa 

536 

476 

197 

119 

Interstate  Brands 

722 

747 

628 

176 

Great  Scott  Suprmkts 

402 

693 

632 

211 

Investors  Div  Svcs 

295 

466 

612 

195 

Gt  Western  Financial 

504 

3 

338 

195 

Iowa  Beef  Processors 

148 

177 

588 

214 

Great  Western  United 

534 

735 

354 

214 

l-T-E  Imperial 

450 

441 

470 

164 

Green  Giant 

578 

489 

465 

176 

IU  International 

271 

130 

270 

178 

Greyhound 

239 

502 

383 

206,  214 

Jefferson-Pilot 

441 

92 

27 

198 

Grolier 

809 

794 

845 

225 

Jewel  Companies 

347 

378 

367 

211 

Grumman 

812 

795 

622 

153 

Jim  Walter 

282 

80 

344 

158 

Gulf  &  Western  Inds 

337 

194 

113 

178 

Johns-Manville 

514 

484 

456 

158 

Gulf  Oil 

430 

511 

463 

218 

Johnson  &  Johnson 

82 

71 

72 

170 

Gulf  States  Utils 

345 

425 

531 

146 

Johnson  Service 

359 

470 

737 

192 

Halliburton 

123 

192 

9 

156 

Jonathan  Logan 

355 

573 

816 

172 

Hammermill  Paper 

678 

696 

446 

119 

Joy  Manufacturing 

513 

568 

171 

192 

Handy  &  Harman 

453 

658 

194 

184 

Kaiser  Alum  &  Chem 

702 

711 

634 

184 

Hanes 

656 

672 

591 

172 

Kaiser  Industries 

754 

587 

729 

177 

Hanna  Mining 

574 

571 

324 

181 

Kaiser  Steel 

699 

719 

696 

181 

Harris  Bankcorp 

414 

236 

245 

199 

Kane-Miller 

489 

35 

635 

176 

Harris  Corp 

564 

622 

769 

164, 192 

Kaufman  &  Broad 

472 

153 

767 

156 

Harsco 

347 

558 

355 

192 

Kayser-Roth 

674 

698 

670 

172 

Hart  Schaff  &  Marx 

640 

668 

761 

172 

Kellogg 

41 

315 

89 

176 

Hartfield-Zodys 

838 

795 

847 

213 

Kellwood 

297 

491 

685 

172 

Havatampa  Cigar 

599 

280 

84 

174 

Kemper  Corp 

181 

81 

360 

198 

H  J  Heinz 

512 

367 

126 

176 

Kennecott  Copper 

500 

562 

248 

184,  218 

Hercules 

205 

281 

38 

220 

Kerr-McGee 

321 

211 

17 

218 

Hershey  Foods 

432 

702 

624 

176 

Keystone  Consolidated 

753 

653 

389 

181 

Heublein 

78 

270 

386 

176 

Walter  Kidde 

704 

733 

753 

178 

Hewlett-Packard 

167 

113 

115 

126, 164 

Kimberly-Clark 

623 

599 

411 

119, 174 

Hilton  Hotels 

629 

412 

789 

225 

Kings  Dept  Stores 

67 

197 

414 

212 

Hiram  Walker 

312 

376 

304 

176 

Knight-Ridder  News 

179 

102 

264 

225 

Hobart 

168 

370 

472 

192 

Koehring 

739 

773 

777 

192 

Hoerner  Waldorf 

149 

161 

334 

119 

Hoppers 

456 

212 

150 

177 

Holiday  Inns 

350 

320 

804 

225 

Kraft  co 

370 

435 

216 

176 

Honeywell 

525 

419 

801 

126, 164 

S  S  Kresge 

106 

56 

98 

212 

Hoover 

192 

221 

377 

168 

Kroger 

599 

621 

450 

211 

Hoover  Ball  &  Bearing 

108 

542 

645 

138 

Lane  Bryant 

224 

339 

478 

213 

George  A  Hormel 

349 

216 

131 

214 

Lear  Siegler 

591 

722 

776 

164, 178 

Houdaille  Industries 

241 

615 

508 

192 

Leaseway  Transports 

25 

105 

191 

206 

Household  Finance 

390 

636 

545 

195,212 

Levitz  Furniture 

57 

17 

736 

213 

Houston  Ltg  &  Power 

230 

334 

428 

146 

Libbey-Owens-Ford 

310 

602 

662 

138 

Houston  Natural  Gas 

140 

113 

64 

144 

Libby,  McNeill 

808 

795 

501 

176 

Howard  Johnson 

317 

198 

491 

225 

Liggett  &  Myers 

487 

414 

260 

174 

Howmet 

296 

582 

599 

184 

Eli  Lilly 

33 

106 

77 

170 

Hygrade  Food  Prods 

81 

843 

327 

214 

Lincoln  Natl  Corp 

540 

229 

347 

198 

PROFITABILITY:  5-Year  Return  on  Equity.         GROWTH:  5-Year  Compounded  Annual  Farnings  Per  Share  Growth.         STOCK  MARKET:   5  Year  Price  Change. 
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Diamond  International 

Peels  that  business  ups  and  downs 

are  bad  for  long-term  growth. 


-.■-%* 


I 
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How  do  you  feel? 

Big  cyclical  swings  are  OK  if  you  like  roller  coaster  rides. 

But  we  prefer  products  and  industries  that  balance  and  comple- 
ment each  other. 

For  example,  when  housing  starts  drop  off  home  remodeling 
usually  booms.  Our  building  materials  serve  both. 

Diamond  also  makes  products  that  thrive  when  people  stay 
home.  And  others  that  do  well  outdoors.  And  packaging  and  print- 
ing which  are  used  by  almost  every  industry.  All  turn  over  fast. 
All  are  growth-oriented.  Feel  better  now? 


Diamond  International  Corporation  •  733  Third  Avenue,  New  York,  N.Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


Dear  Aunt  Jane 
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s  a  leading  corporate  agent  in  the  shareholder  capital  of  the  world,  we  send  out  interest 

I  dividend  checks  totalling  well  over  a  billion  dollars  a  year  to  individual  investors  in  all  50  states  and 

rseas.  Consider  the  source.  _ 

Manufacturers  Hanover 
The  $26 -billion  source.  Worldwide. 
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Now  there  are  two  kinds  of  gold 
you  can  buy  in  bars. 


JOHNNIE  WALKER'- BLACK  LABEL  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF.  BOTTLED  IN  SCOTLAND  IMPORT!  I)  BY  SOME  RSI  1  IMPORT!  RS.  ITD  .  N 


Where  to  Find  the  Company 

BWh 

Industry 

Company 

■T^e^^in 

Industry 

Company 

Profitability 

Growth 

Survey 
Stock  Market            Pago 

Profitability 

Growth 

Stock  Market 

Survey 
Pag* 

Litton  Industries 

789 

786 

810 

178 

J  P  Morgan  &  Co 

220 

109 

31 

199 

Lockheed  Aircraft 

818 

795 

731 

153 

Morrison-Knudsen 

728 

469 

173 

156 

Loews 

28 

36 

618 

174,  225 

Morton-Norwich 

356 

451 

665 

170 

Lone  Star  Gas 

163 

175 

85 

144 

Motorola 

328 

210 

93 

164 

Lone  Star  Industries 

541 

248 

539 

158 

G  C  Murphy 

672 

586 

546 

212 

Long  Island  Lighting 

420 

521 

549 

146 

Murphy  Oil 

198 

31 

23 

218 

Longs  Drug  Stores 

19 

73 

76 

213 

Nabisco 

257 

596 

522 

176 

Louisiana-Pacific 

36 

16 

*« 

119 

Nash  Finch 

283 

136 

106 

214 

M  Lowenstein  &  Sons 

718 

450 

552 

172 

National  Airlines 

604 

733 

656 

202 

Lowe's  Companies 

14 

41 

63 

214 

National  Can 

387 

396 

738 

119 

LTV 

849 

795 

616 

178 

National  City  Lines 

699 

543 

593 

206 

Lubrizol 

32 

85 

94 

220 

Natl  Detroit  Corp 

400 

497 

393 

199 

Lucky  Stores 

31 

113 

408 

211 

National  Distillers 

571 

423 

238 

176,  177 

Ludlow  Corp 

663 

709 

712 

168 

National  Fuel  Gas 

558 

386 

284 

144 

Lykes-Youngstown 

720 

540 

137 

181 

National  Gypsum 

660 

472 

613 

158 

Macmillan 

738 

680 

793 

225 

National  Homes 

816 

795 

828 

156 

RHMacy 

493 

477 

675 

212 

National  Industries 

794 

435 

522 

178 

Magic  Chef 

460 

350 

639 

168 

National  Kinney 

755 

•• 

819 

178 

Magnavox 

621 

770 

800 

168 

National  Svc  Inds 

91 

281 

629 

178 

Malone  &  Hyde 

82 

139 

47 

214 

National  Steel 

635 

624 

276 

181 

Manhattan  Industries 

763 

760 

808 

172 

National  Tea 

843 

795 

748 

211 

Mfrs  Hanover  Corp 

356 

301 

213 

199 

Nationwide  Corp 

654 

103 

407 

198 

Marathon  Mfg 

801 

795 

540 

192 

NCNB 

145 

175 

410 

199 

Marathon  Oil 

298 

356 

183 

218 

NCR 

771 

754 

766 

126 

Manor 

497 
323 

97 
58 

345 
41 

119,  212 
138 

New  England  Electric 

555 

509 

374 

146 

Maremont 

N  Y  State  Bee  &  Gas 

530 

642 

438 

146 

Marine  Midland  Banks 

385 

600 

577 

199 

New  York  Times 

369 

631 

770 

225 

Marriott 

317 

77 

594 

225 

Newmont  Mining 

103 

232 

417 

184 

Marshall  Field 

511 

537 

421 

212 

Niagara  Mohawk  Power 

606 

642 

519 

146 

Martin  Marietta 

414 
153 

405 
63 

326 
160 

153.  177 
158 

N  L  Industries 

521 

707 

513 

177 

Masonite 

NLT 

574 

190 

309 

198 

Massey-Ferguson 

727 

724 

246 

138 

Norfolk  &  Western  Ry 

751 

732 

274 

206 

Mattel 

840 

795 

840 

225 

Norris  Industries 

127 

295 

320 

158 

May  Dept  Stores 

568 

512 

302 

212 

North  Amer  Philips 

597 

656 

716 

164 

Oscar  Mayer 

162 

125 

279 

214 

Northeast  Petroleum 

0* 

4 

•• 

218 

Maytag 

21 

427 

252 

168 

Northeast  Utilities 

469 

529 

598 

146 

MBPXL 

•» 

19 

719 

214 

No  Illinois  Gas 

376 

524 

406 

144 

MCA 

365 

168 

82 

225 

No  Indiana  Pub  Svc 

266 

410 

522 

144 

J  Ray  McDermott 

543 

629 

53 

156 

Northern  Natural  Gas 

409 

329 

99 

144 

McDonald's 

11 

20 

16> 

225 

No  States  Power 

393 

491 

291 

146 

McDonnell-Douglas 

300 

182 

561 

153 

Northrop 

517 

523 

315 

153 

McDonough 

159 

121 

164 

172 

Northwest  Airlines 

649 

741 

517 

202 

McGraw-Edison 

549 

662 

615 

164 

Northwest  Bancorp 

320 

279 

178 

199 

McGraw-Hill 

410 

700 

771 

225 

Northwest  Industries 

53 

54 

44 

178 

Arthur  G  McKee 

689 

728 

266 

156 

Northwestern  Steel 

101 

156 

57 

181 

McLean  Trucking 

18 

118 

215 

206 

Norton 

667 

544 

341 

192 

McLouth  Steel 

791 

778 

256 

181 

Norton  Simon 

221 

134 

464 

176 

Mead 

635 

578 

319 

119 

NVF 

71 

7 

12 

181 

Mellon  National  Corp 

549 

350 

251 

199 

Occidental  Petroleum 

427 

635 

454 

218 

Melville  Shoe 

24 
165 

185 
146 

688 
159 

172,  213 
212 

Ogden 

271 

430 

263 

178 

Mercantile  Stores 

Ohio  Casualty 

50 

62 

">0 

198 

.Merck 

10 

207 

105 

170 

Ohio  Edison 

331 

595 

474 

146 

Merrill  Lynch  &  Co 

229 

447 

700 

195 

Olin  Corp 

780 

783 

*• 

177 

MGM 

746 

37 

379 

225 

Otis  Elevator 

350 

395 

500 

158 

Metromedia 

537 

627 

704 

225 

Outboard  Marine 

252 

297 

583 

225 

Fred  Meyer 

252 

204 

86 

211 

Owens-Corning  Fbrgls 

454 

264 

287 

158 

Middle  South  Mils 

376 

303 

386 

146 

Owens-Illinois 

488 

413 

502 

119 

Midland-Ross 

708 

742 

496 

192 

Oxford  Industries 

137 

179 

350 

172 

Miles  Laboratories 

440 

606 

755 

170 

Pabst  Brewing 

378 

359 

661 

176 

Minn  Mining  &  Mfg 

64 

247 

181 

177 

PACCAR 

86 

189 

127 

138 

Miss  River  Corp 

*• 

•• 

•* 

206 

Pac  Gamble  Robinson 

277 

66 

62 

214 

Mobil  Oil 

250 

152 

325 

218 

Pacific  G  &  E 

467 

456 

412 

146 

Mohasco 

642 

389 

689 

168 

Pacific  Lighting 

638 

579 

424 

144 

Monfort  of  Colorado 

749 

761 

752 

214 

Pan  Am  World  Airways 

837 

795 

775 

202 

Monsanto 

280 

273 

103 

220 

Panhandle  Eastern 

122 

381 

306 

144 

Moore  Corp 

100 

213 

133 

126 

Parker-Hannifin 

212 

569 

578 

192 

PROFITABILITY:  5-Year  Return 

on  Equity. 

GROWTH:  5-Year 

Compounded  Annual  Ea 

nings  Per  Share  Growth.         STOCK 

MARKET:   5-Year  Price  Change. 

*•  Not  ranked. 
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Where  to  Find  the  Company 

Industry 

Industry 

Sunrey 
Page 

Company 

Profitability 

Growth 

Stock  Market 

Sumy 
Page 

Company 

Profitability 

Growth 

Stock  Market 

Ralph  M  Parson$ 

99 

143 

262 

156 

Riegel  Textile 

666 

622 

265 

172 

Peavey 

423 

2 

•  • 

214 

Rite  Aid 

80 

30 

691 

213 

Penn  Central 

•• 

839 

846 

206 

Riviana  Foods 

381 

185 

459 

176 

Penn-Dixie  Inds 

776 

697 

708 

158 

Roadway  Express 

13 

38 

2 

206 

Penn  Fruit 

828 

795 

740 

211 

H  H  Robertson 

430 

446 

471 

158 

J  C  Penney 

164 

308 

269 

212 

Rockwell  Intl 

388 

601 

203 

153,  178 

Pa  Power  &  Light 

478 

584 

351 

146 

Rohm  &  Haas 

365 

293 

87 

220 

Pennwalt 

691 

729 

541 

220 

Rohr  Industries 

581 

687 

587 

153 

Pennzoil 

•• 

14 

•• 

218 

Roper  Corp 

590 

554 

650 

168 

Peoples  Drug  Stores 

745 

678 

611 

213 

Rose's  Stores 

406 

516 

792 

212 

Peoples  Gas 

325 

392 

199 

144 

Ryder  System 

305 

132 

780 

206 

PepsiCo 

107 

268 

295 

176 

Safeco 

313 

398 

147 

198 

Perkin-FJmer 

362 

170 

244 

164 

Safeway  Stores 

173 

230 

67 

211 

Pet 

644 

463 

557 

176 

Saga  Corp 

49 

99 

782 

213 

Petrolane 

77 

234 

336 

218 

St  Joe  Minerals 
St  Louis-San  Fran  Ry 

88 
761 

379 
692 

185 
423 

184,  218 

Pfizer 

114 

262 

187 

170 

206 

Phelps  Dodge 

265 

376 

437 

184 

St  Paul  Companies 

395 

308 

59 

198 

Phila  Electric 

568 

639 

595 

146 

St  Regis  Paper 

631 

408 

211 

119 

Philadelphia  Natl 

273 

453 

399 

199 

Santa  Fe  Industries 

743 

345 

109 

206 

Philip  Morris 

43 

64 

10 

174 

Sav-A-Stop 

719 

725 

835 

212 

Philips  Industries 

594 

655 

812 

225 

Saxon  Industries 

609 

663 

836 

119 

Phillips  Petroleum 

475 

348 

29 

218 

F&MSchaefer 

802 

795 

842 

176 

Phillips-Van  Heusen 

724 

650 

756 

172 

Schering-Plough 

12 

39 

32 

170 

Pillsbury 

442 

379 

473 

176 

Jos  Schlitz  Brewing 

112 

98 

346 

176 

Pitney-Bowes 

740 

769 

711 

126 

Schlumberger 

125 

91 

4 

164 

Pittston 

55 

49 

55 

218 

SCM 

769 

763 

571 

178 

Pneumo  Corp 

797 

790 

678 

211 

SCOA  Industries 

787 

787 

713 

172 

Polaroid 

553 

644 

785 

174,  225 

Scot  Lad  Foods 

169 

242 

674 

214 

H  K  Porter 

785 

753 

74 

192 

Scott  &  Fetter 

37 

208 

405 

178 

PotJatch 

612 

335 

416 

119 

Scott  Paper 

Scovill  Mfg 

617 
406 

681 
504 

627 
663 

119,  174 

Potomac  Elec  Power 

567 

495 

312 

146 

168 

PPG  Industries 

574 

374 

402 

158,  177 

Scrivner 

217 

166 

71 

214 

Procter  &  Gamble 

90 

205 

58 

174 

Seaboard  Alld  Millng 

534 

44 

426 

214 

Provident  Life  &  Ace 

256 

95 

174 

198 

Seaboard  Coast  Line 

688 

57 

208 

206 

Public  Service  Colo 

524 

514 

401 

146 

Seafirst 

286 

328 

273 

199 

Public  Service  Ind 

266 

471 

229 

146 

Seagram 

620 

363 

79 

176 

Pub  Svc  Elec  &  Gas 

517 

633 

566 

146 

G  D  Searie 

8 

218 

116 

170 

Pueblo  International 

568 

713 

813 

211 

Sears,  Roebuck 

273 

306 

343 

195,  212 

Pullman 

563 

548 

51 

192 

Seatrain  Lines 

842 

795 

823 

206 

Purex 

543 

677 

646 

174 

Security  Pacific 

490 

533 

596 

199 

Purolator 

68 

343 

391 

138 

ServomatJon 

356 

534 

763 

213 

Quaker  Oats 

268 

252 

564 

176 

Sheller-Globe 

551 

723 

654 

138 

Questor 

715 

701 

727 

138 

Shell  Oil 

472 

574 

148 

218 

Ralston  Purina 

178 

249 

66 

176 

Sherwin-Williams 

649 

616 

349 

158 

Rapid-American 

89 

641 

600 

172,  212 

Shop  Rite  Foods 

757 

775 

675 

211 

Rath  Packing 

774 

843 

603 

214 

Signal  Companies 

696 

705 

314 

138,  178 

Raytheon 

278 

277 

272 

153,  164 

Signode 

171 

253 

184 

192 

RCA 

614 

764 

684 

164,  168,  225 

Simmons 

594 

424 

553 

168 

Redman  Industries 

839 

795 

820 

225 

Singer 

579 

685 

803 

168,  178 

Reeves  Brothers 

547 

461 

253 

172 
220 

Skaggs  Companies 

338 

289 

568 

213 

Reichhold  Chemicals 

374 

165 

143 

Skyline 

1 

28 

359 

225 

Reliance  Electric 

189 

576 

621 

164 

A  0  Smith 

716 

653 

679 

138 

Reliance  Group 

707 

768 

744 

195 

SmithKline  Corp 

38 

528 

205 

170 

Republic  Natl  Life 

»* 

*• 

815 

198 

So  Calif  Edison 

551 

432 

431 

146 

Republic  of  Texas 

207 

276 

293 

199 

Southern  Company 

546 

505 

633 

146 

Republic  Steel 

742 

726 

356 

181 

So  Natural  Resources 

135 

220 

201 

144 

Reserve  Oil  &  Gas 

579 

10 

487 

218 

So  New  England  Tel 

605 

503 

258 

146 

Revco  D  S 

76 

112 

369 

213 

Southern  Pacific 

734 

519 

240 

206 

Revere  Copper 

786 

785 

702 

184 

Southern  Railway 

639 

201 

39 

206 

Raton 

87 

241 

361 

174 

Southland  Corp 

306 

160 

254 

211 

Rexnord 

497 

553 

458 

192 

Southwest  Forest  Ind 

583 

198 

720 

119,  158 

R  J  Reynolds  Inds 

39 

285 

118 

174 

Southwestern  Life 

477 

137 

134 

198 

Reynolds  Metals 

724 

694 

495 

184 

Spencer  Foods 

222 

647 

698 

214 

Richardson-Merrell 

291 

312 

427 

170 

Sperry  &  Hutchinson 

211 

594 

805 

177 

Richmond  Corp 

521 

128 

255 

198 

Sperry  Rand 

502 

353 

278 

126.  177 

Rich's 

414 

464 

608 

212 

Springs  Mills 

748 

444 

484 

172 

PROFITABILITY:  5-Year  Return  on  Equity.         GROWTH:  5-Year  Compounded  Annual  Earnings  Per  Share  Growth.  STOCK  MARKET:  5-Year  Price  Change. 
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In  a  decade 

of  increasingly 

successful  years, 

1974  was  Tesoro's 

most  successful. 


FISCAL  YEAR  ENDED  9/30 

1974 

1973 

1972 

1971 

1970 

1969 

1968 

1967 

1966* 

1965* 

Gross  Income  (millions) 

$534.5 

289.3 

210.3 

163.5 

128.9 

122.0 

103.4 

82.8 

18.2 

6.8 

Net  Earnings  (millions) 

$  60.9 

19.9 

13.0 

7.7 

6.0 

4.9 

3.1 

2.6 

.2 

.1 

Net  Earnings  Per  Share 

Primary 

$    576 

1.90 

1.32 

1.03 

.82 

.68 

.46 

.37 

.02 

.01 

Fully  Diluted 

$    5.13 

1.78 

1.27 

1.00 

.82 

.68 

.46 

.37 

.02 

.01 

Total  Assets  (millions) 

$351.0 

216.0 

156.6 

119.3 

95.0 

74.6 

46.8 

40.6 

21.7 

9.7 

*Not  restated  for  poolings  of  interests 

n  subsequent  years. 

ff^^^^owwww 


f97VAM/lAL  REPORT 


The  table  shows  the 
growth  highlights  of 
America's  fastest-growing 
energy  company  during  its 
first  decade.  Tesoro's  1974 
annual  report  details  the 
story  and  the  reasons  for  its 
extraordinary  growth.  It  also 
tells  of  Tesoro's  plans  for  the 
next  year  and  the  next  dec- 
ade, including  Tesoro's  signif- 
icant commitment  to 
American  exploration  and 
production  in  both  oil  and 


coal— plans  which  Tesoro  is 
confident  will  make  its  second 
decade  of  growth  every  bit  as 
dynamic  as  its  first. 

Tesoro's  1974  annual 
report  is  being  printed  now. 
To  reserve  a  copy,  write  to: 
Dr.  Robert  V.  West,  Jr., 
Chairman  of  the  Board  and 
Chief  Executive  Officer, 
Tesoro  Petroleum  Corpora- 
tion, 8700  Tesoro  Drive,  San 
Antonio,  Texas  78286.  Or 
call:  (512)  828-8484. 


TESORO  PETROLEUM  CORPORATION 


Where  to  Find  the-Company 


fSi 

Industry 
Survey 
Page 

Company 

B^a^T^T^B 

Industry 

Company 

Profitability 

Growth 

Stock  Market 

Profitability 

Growth 

Stock  Market 

Survey 
Page 

Square  D 

51 

499 

299 

164 

U  S  Fidelity  &  Gty 

585 

208 

236 

198 

Squibb 

135 

287 

163 

170 

United  States  Gypsum 

587 

478 

554 

158 

A  E  Staley  Mfg 

660 

637 

111 

214 

U  S  Home 

84 

34 

784 

156 

Standard  Brands 

208 

365 

172 

176 

U  S  Industries 

334 

440 

818 

178 

Standard  Oil  Calif 

292 

239 

243 

218 

United  States  Shoe 

435 

582 

664 

172 

Standard  Oil  Ind 

335 

181 

36 

218 

United  States  Steel 

698 

518 

121 

181 

Standard  Oil  Ohio 

714 

708 

65 

218 

United  Telecommctn 

276 

459 

504 

146 

Stanley  Works 

414 

219 

330 

168 

Univar 

281 

145 

52 

214 

Stauffer  Chemical 

336 

433 

91 

220 

Universal  Leaf 

462 

442 

180 

214 

Sterling  Drug 

47 

292 

299 

170 

Universal  Oil  Prods 

737 

757 

559 

178 

J  P  Stevens 

765 

756 

477 

172 

Upjohn 

119 

301 

33 

170 

Stokely-Van  Camp 

701 

607 

441 

176 

USLIFE 

756 

47 

520 

198 

Stop  &  Shop 

521 

546 

656 

211 

USM 

738 

631 

192 

Levi  Strauss 

262 

246 

695 

172 

Utah  International 

69 

65 

37 

184,  218 

Studebaker-Worthngtn 

287 
285 

330 
296 

467 
108 

178 
218 

UV  Industries 

306 

384 

237 

164 

Sun  Oil 

Varian  Associates 

788 

767 

724 

164 

Sunbeam 

480 

371 

527 

168 

VF  Corp 

131 

90 

303 

172 

Sundstrand 

723 

737 

652 

192 

Victor  Comptometer 

768 

781 

787 

126 

Super  Food  Services 

547 

493 

497 

214 

Va  Electric  &  Power 

505 

539 

636 

146 

Super  Valu  Stores 

125 

307 

139 

214 

Vomado 

684 

690 

741 

212 

Supermarkets  General 

379 

567 

747 

211 

Vulcan  Materials 

209 

278 

68 

158 

Sybron 

434 

515 

642 

178 

Wachovia  Corp 

310 

349 

536 

199 

Sysco 

118 

76 

380 

214 

Waldbaum 

448 

324 

653 

211 

Talley  Industries 

598 

522 

795 

168 

Walgreen 

545 

652 

630 

213 

Tandy 

302 
705 

51 
541 

570 
735 

213,  225 
168 

Wallace-Murray 

426 

746 

699 

192 

Tappan 

Ward  Foods 

844 

795 

754 

176 

Tecumseh  Products 

117 

237 

551 

192 

Warnaco 

559 

672 

642 

172 

Teledyne 

474 

140 

718 

164,  178 

Warner  Communications 

44 

*• 

721 

225 

Tenneco 

190 

372 

186 

144,  178 

Warner-Lambert 

152 

225 

322 

170 

Tesoro  Petroleum 

17 

8 

220 

218 

Washington  Natl  Corp 
Washington  Post 

577 
217 

287 
550 

686 
333 

198 

Texaco 

142 

269 

337 

218 

225 

Texas  Eastern  Trans 

170 

249 

114 

144 

Wean  United 

829 

795 

667 

192 

Texas  Gas  Transmn 

288 

311 

369 

144 

Del  E  Webb 

468 

843 

733 

156,  225 

Texas  Instruments 

174 

138 

110 

164 

J  Weingarten 

683 

714 

439 

211 

Texas  Utilities 

227 

335 

321 

146 

Weis  Markets 

70 

228 

198 

211 

Texasgulf 

194 

452 

88 

184 

Wells  Fargo 

493 

270 

445 

199 

Textron 

187 

468 

516 

178 

West  Point-Pepperell 

713 

715 

250 

172 

Thiokol 

308 

195 

136 

220 

Western  Air  Lines 

345 

265 

117 

202 

Thriftimart 

792 

779 

429 

211 

Western  Bancorp 

395 

554 

602 

199 

Thrifty  Drug  Stores 

448 

570 

607 

213 

Western  Union 

783 

751 

746 

146 

Tiger  International 

65 

53 

453 

202 

Westinghouse  Elec 

607 

575 

694 

164,  168,  177 

Time  Inc 

461 

688 

397 

225 

Westvaco 

553 

455 

239 

119 

Times  Mirror 

212 

308 

487 

225 

Wetterau 

104 

163 

340 

214 

Timken  Company 

452 

612 

200 

138 

Weyerhaeuser 

109 

93 

69 

119,  158 

Tram 

495 

506 

778 

158 

Wheelabrator-Frye 

634 

843 

555 

192 

Trans  Union 

235 

347 

206 

192 

Wheeling-Pitts  Steel 

741 

843 

138 

181 

Trans  World  Airlines 

806 

795 

717 

202 

Whirlpool 

79 

275 

225 

168 

Transamerica 

692 

670 

734 

178,  195 

White  Consolidated 

353 

584 

590 

178 

Transco  Companies 

147 

472 

625 

144 

White  Motor 

798 

792 

681 

138 

Transway  Intl 

239 

631 

572 

206 

Whittaker 
Wickes 

805 
589 

793 
659 

832 
745 

178    • 

Travelers 

593 

42 

505 

198 

213 

TRW 

231 

464 

672 

178 

Willamette  Inds 

111 

141 

493 

119,   158 

Turner  Construction 

63 

111 

313 

156 

Williams  Companies 

145 

118 

13 

220 

Twentieth  Century-Fox 

832 

795 

732 

225 

Winn-Dixie  Stores 

45 

285 

70 

211 

UAL 

784 

784 

399 

202 

Winnebago  Industries 
Wisconsin  Elec  Power 

74 
507 

50 
445 

339 
176 

225 

Union  Bancorp 

*• 

*• 

•* 

199 

146 

Union  Camp 

172 

178 

80 

119 

Witco  Chemical 

225 

305 

228 

220 

Union  Carbide 

343 

443 

130 

177,  220 

F  W  Woolworth 

602 

564 

722 

212 

Union  Electric 

531 

620 

485 

146 

Wm  Wrigley  Jr 

243 

519 

277 

176 

Union  Oil  California 

422 

495 

223 

218 

Xerox 
Yellow  Freight  System 

29 
2 

94 
48 

455 
5 

126 

Union  Pacific 

729 

480 

45 

206 

206 

Uniroyal 

696 

676 

687 

138 

Zale 

471 

411 

743 

213 

United  Aircraft 

706 

740 

286 

153 

Zapata 

424 

84 

378 

156 

United  Brands 

819 

795 

825 

176 

Zayre 

508 

640 

833 

212 

United  Gas  Pipe  Line 

•* 

*• 

** 

144 

Zenith  Radio 

196 

678 

638 

168 

United  Merch  &  Mfrs 

695 

649 

514 

172 

PROFITABILITY:  5-Year  Return  on  Equity.         GROWTH:  5-Year  Compounded  Annual  earnings  Per  Share  Growth.  STOCK  MARKET:   5  Year  Price  Change.         **  Not  ranker 
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? 


Who's  Where 
In  Profitability 


In  a  way,  the  profitability  rankings 
below  are  the  most  telltale  Forbes 
Yardsticks  of  all.  Growth  is  impor- 
tant, mind  you.  But  if  it  doesn't  result 
in  a  consistently  healthy  return  on  the 
stockholders'  investment  or  the  com- 
pany's total  capital,  growth  can  be 
dangerous.  How  profitably  manage- 
ment uses  its  money  is  what  the  cap- 
italistic game  is  all  about. 

That  word  "consistently"  is  impor- 
tant. Forbes'  rankings  are  based  on 
profitability  over  a  five-year  period,  to 
eliminate  the  one-shot  wonders. 
Even  so,  companies  occasionally  soar 
into  the  top  ranks  on  the  basis  of  an 
extraordinary  one-year  windfall  or  fi- 
nancial fluke  that  is  large  enough  to 
bloat  its  five-year  figures.  Back  in 
1971,  for  example,  Diversified  Indus- 


tries, a  conglomerate,  suddenly  ap- 
peared in  the  Top  Ten.  But  not  for 
long.  Today  Diversified  Industries 
ranks  in  825th  place. 

Magnavox,  another  Top  Ten  outfit 
a  few  years  ago,  had  to  bail  out  via 
a  merger  last  year.  Its  621st-place 
ranking  below  will  be  its  last  appear- 
ance on  the  Forbes  list. 

Even  strong  companies  can  find 
the  very  top  rank  a  slippery  place. 
Heublein  and  Avnet  both  were  in  the 
Top  Ten  a  few  years  ago.  They  still 
earn  good  returns,  but  now  Heublein 
ranks  only  78th  and  Avnet  143rd. 

Among  this  year's  Top  Ten,  those 
with  the  most  staying  power  are  Avon 
Products,  American  Home  Products, 
G.D.  Searle,  Amerada  Hess  and 
Merck.  Yet  Avon,  in  the  upper  rank 


since  we  first  published  this  list,  and 
Searle  were  both  trending  downward 
during  the  latest  12  months.  How 
long  the  homebuilding  and  mobile- 
home  outfits  will  stay  in  the  Top  Ten 
remains  to  be  seen.  Another  year  of 
recession  in  their  industry  could  bring 
their  returns  way  down. 

What  about  those  shortage-plagued 
basic  industries  like  oil,  steel,  chemi- 
cals and  paper  where  reported  profits 
soared  last  year?  For  most,  that  was 
enough  to  improve  five-year  stand- 
ings significantly.  Exxon  moved  from 
269th  to  155th,  Texaco  from  235th 
to  142nd,  Inland  Steel  from  643rd  to 
581st,  Monsanto  from  527th  to  280th 
and  International  Paper  from  620th 
to  510th. 

How  long  can  they  hold  those  large- 
ly shortage-inspired  gains  in  the  face 
of  a  worsening  recession?  We  refer 
you  to  the  industry  stories  that  begin 
on  page  119,  and  to  the  companies' 
other  Yardsticks,  which  are  brought 
together  in  the  tables  accompanying 
those  stories.  ■ 


Who's  Where  in  Profitability 


RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

5-Year* 

Latest 

5-Year* 

Latest 

5-Year* 

Latest 

5-Year* 

Latest 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Skyline 

37.4% 

1 

9.9% 

37.3o/0 

1 

10.0% 

Louisiana-Pacific 

23.3% 

36 

30.8% 

14.1% 

112 

19.1% 

illow  Freight  System 

37.1 

2 

29.1 

15.8 

74 

16.3 

Scott  &  Fetzer 

23.1 

37 

20.8 

22.9 

16 

20.0 

Avon  Products 

36.9 

3 

27.9 

33.3 

2 

26.3 

SmithKline  Corp 

23.0 

38 

21.6 

22.4 

19 

20.6 

Champion  Home 

33.4 

4 

0.7 

27.1 

5 

0.8 

R  J  Reynolds  Inds 

22.9 

39 

24.3 

14.8 

94 

14.8 

eetwood  Enterprises 

32.2 
30.3 

5 
6 

5.7 
14.2 

33.3 
11.8 

3 
208 

5.8 
7.8 

W  W  Grainger 

22.8 

40 

22.8 

18.3 

44 

19.4 

Centex 

Kellogg 

22.6 

41 

23.0 

20.4 

28 

20.0 

mer  Home  Products 

29.5 

7 

31.0 

29.1 

4 

31.3 

Dun  &  Bradstreet  Cos 

22.4 

42 

21.9 

23.4 

14 

21.7 

G  D  Searle 

28.6 

8 

24.1 

21.1 

24 

15.4 

Philip  Morris 

22.3 

43 

20.8 

13.6 

127 

13.7 

Amerada  Hess 

28.4 

9 

33.0 

17.1* 

54 

20.6 

Warner  Communication 

22.2 

44 

22.1 

10.6 

269 

9.3 

Merck 

28.2 

10 

28.7 

27.1 

6 

28.2 

Winn-Dixie  Stores 

22.2 

45 

23.0 

21.7 

20 

22.5 

McDonald's 

27.8 

11 

24.7 

16.0 

68 

13.6 

Fisher  Foods 

22.1 

46 

21.9 

11.5 

215 

11.9 

Schering-Plough 

27.6 

12 

29.1 

26.9 

7 

28.0 

Sterling  Drug 

21.6 

47 

19.5 

19.6 

31 

18.3 

Roadway  Express 

27.6 

13 

27.7 

25.5 

9 

25.8 

Champion  Spark  Plug 

21.5 

48 

20.4 

18.6 

39 

18.3 

Lowe's  Companies 

27.2 

14 

24.3 

22.6 

18 

17.9 

Saga  Corp 

21.5 

49 

15.2 

15.6 

80 

12.2 

Coca-Cola 

27.0 

15 

24.6 

24.7 

12 

23.3 

Ohio  Casualty 

21.4 

50 

18.1 

21.4 

21 

18.1 

Clorox 

26.7 

16 

16.5 

20.6 

27 

12.8 

Square  D 

21.4 

51 

20.4 

21.1 

23 

17.8 

Tesoro  Petroleum 

26.5 

17 

50.0 

17.9 

46 

36.1 

Combined  Insurance 

21.3 

52 

21.7 

21.0 

25 

20.1 

McLean  Trucking 

26.2 

18 

25.1 

12.6 

165 

14.1 

Northwest  Industries 

21.2 

53 

37.1 

8.5 

426 

11.5 

Longs  Drug  Stores 

25.7 

19 

21.6 

25.0 

10 

21.7 

Dillon  Companies 

21.1 

54 

21.3 

16  0 

71 

17.9 

Gillette 

25.6 

20 

23.8 

19.3 

35 

17.3 

Pittston 

20.9 

55 

39.2 

13.7 

123 

25.2 

Maytag 

25.6 

21 

24.4 

25.6 

8 

24.4 

Eastman  Kodak 

20.9 

56 

19.2 

19.6 

32 

18.1 

Charter  Company 

25.3 

22 

50.2 

14.6 

99 

25.4 

Levitz  Furniture 

20.8 

57 

8.3 

17.9 

47 

7.3 

Cook  Industries 

24.9 

23 

45.9 

16.1 

66 

31.3 

Engelhard  Min  &  Chem 

20.7 

58 

34.5 

14.5 

102 

23.0 

Melville  Shoe 

24.8 

24 

17.5 

20.6 

26 

14.9 

Bristol-Myers 

20.6 

59 

21.3 

17.2 

52 

18.7 

.easeway  Transportn 

24.8 

25 

25.2 

8.2 

442 

8.0 

Chesebrough-Pond's 

20.5 

60 

19.0 

16.0 

70 

16.5 

Blount 

24.7 

26 

14.8 

12.2 

183 

7.1 

AMF 

20.5 

61 

12.9 

12.4 

169 

8.6 

Briggs  &  Stratton 

24.7 

26 

21.0 

24.7 

11 

21.1 

Dover  Corp 

20.4 

62 

22.7 

17.1 

53 

17.3 

Loews  , 

24.7 

28 

15.9 

7.0 

551 

6.6 

Turner  Construction 

20.4 

63 

17.2 

18.8 

38 

17.3 

Xerox 

24.3 

29 

22.0 

19.0 

36 

18.0 

Minn  Mining  &  Mfg 

20.4 

64 

20.8 

19.0 

36 

19.1 

Jack  Eckerd 

24.3 

30 

19.6 

20.0 

29 

18.9 

Tiger  International 

20.3 

65 

12.6 

9.0 

387 

5.2 

Lucky  Stores 

24.0 

31 

21.3 

15.6 

79 

14.8 

Fischbach  &  Moore 

20.3 

66 

17.8 

15.0 

88 

12.3 

Lubrizol 

24.0 

32 

27.9 

23.1 

15 

27.0 

Kings  Dept  Stores 

20.3 

67 

17.3 

19.4 

34 

16.0 

AMP 

23.8 

33 

23.6 

21.2 

22 

22.0 

Purolator 

20.2 

68 

19.2 

15.6 

78 

13.8 

Eli  Lilly 

23.8 

33 

24.3 

22.8 

17 

23.8 

Utah  International 

20.0 

69 

25.0 

12.4 

169 

14.7 

Govt  Employees  Ins 

23.4 

35 

20.1 

23.6 

13 

18.9 

Weis  Markets 

19.8 

70 

19.5 

19.7 

30 

19.6 

•e  average  return  may  be  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks. 
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Who's  Where  in  Profitability 


RETURN  ON  CAPITAL 

RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

5-Year° 

Latest 

5-Yeare 

Latest 

5-Year* 

Latest          5- Year' 

Latest 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Company 

Average 

Rank 

12  Months      Average 

Rank 

12  Monti 

NVF 

19.8% 

71 

54.5% 

13.60/o 

126 

23.2% 

Squibb 

17.0% 

135 

17.1%          13.0% 

148 

12.5<K) 

American  Intl  Group 

19.7 

72 

22.9 

18.5 

41 

20.9 

Oxford  Industries 

16.9 

137 

20.7 

10.9 

257 

13.9 

IBM 

19.7 

73 

21.1 

18.3 

43 

19.7 

First  Penna  Corp 

16.9 

138 

16.1 

14.0 

114 

10.4 

Winnebago  Industries 

19.7 

74 

def 

19.4 

33 

def 

Anheuser-Busch 

16.9 

139 

11.8 

12.4 

173 

9.3 

Emerson  Electric 

19.6 

75 

19.1 

17.0 

55 

17.5 

Houston  Natural  Gas 

16.7 

140 

22.1 

7.6 

487 

10.8 

Revco  D  S 

19.5 

76 

15.2 

16.5 

57 

12.3 

Beatrice  Foods 

16.6 

141 

16.3 

14.6 

97 

13.4 

Petrolane 

19.5 

77 

21.0 

12.1 

188 

12.3 

Texaco 

16.6 

142 

23.6 

12.8 

156 

17.4 

Heublein 

19.5 

78 

20.8 

12.8 

152 

13.9 

Avnet 

16.6 

143 

22.5 

11.0 

242 

14.3 

Whirlpool 

19.4 

79 

14.3 

14.8 

95 

12.2 

Bath  Industries 

16.6 

144 

9.0 

12.1 

190 

7.1 

Rite  Aid 

19.4 

80 

9.5 

15.2 

86 

7.5 

NCNB 

16.5 

145 

13.3 

10.3 

290 

8.1 

Hygrade  Food  Prods 

19.3 

81 

19.3 

12.7 

158 

14.1 

Williams  Companies 

16.5 

145 

17.8 

8.9 

398 

10.8 

Johnson  &  Johnson 

19.2 

82 

19.5 

18.5 

40 

18.5 

Transco  Companies 

16.5 

147 

13.6 

5.8 

660 

4.9 

Malone  &  Hyde 

19.2 

82 

19.0 

16.5 

58 

16.1 

Iowa  Beef  Processors 

16.5 

148 

26.0 

10.3 

289 

16.6 

U  S  Home 

19.1 

84 

6.1 

13.7 

124 

5.2 

Hoerner  Waldorf 

16.4 

149 

20.2 

10.8 

261 

14.2 

Consol  Freightways 

19.0 
19.0 

85 
86 

26.2 
16.6 

11.2 
17.4 

230 
51 

18.2 
15.6 

Fedl  Natl  Mortgage 

16.4 

150 

18.3 

4.0 

766 

3.6 

PACCAR 

USLIFE 

16.4 

150 

16.8 

12.8 

156 

13.2 

Revlon 

19.0 

87 

19.3 

13.5 

128 

13.0 

Warner-Lambert 

16.4 

152 

16.8 

14.7 

96 

14.5 

St  Joe  Minerals 

18.8 

88 

34.6 

16.3 

61 

30.1 

Masonite 

16.4 

153 

15.3 

14.4 

103 

14.0 

Rapid-American 

18.8 

89 

9.0 

6.2 

621 

5.7 

American  Financial 

16.3 

154 

15.5 

7.4 

506 

5.1 

Procter  &  Gamble 

18.8 

90 

18.1 

16.1 

67 

15.2 

Exxon 

16.3 

155 

22.4 

13.5 

129 

18.2 

Dow  Chemical 

18.7 

91 

34.1 

11.8 

203 

19.9 

Cyprus  Mines 

16.3 

156 

20.6 

16.2 

64 

20.1 

National  Svc  Inds 

18.7 

91 

16.3 

15.8 

75 

13.7 

First  Intl  Bshs 

16.3 

156 

16.9 

15.2 

84 

16.4 

Genuine  Parts 

18.6 

93 

19.4 

18.3 

42 

19.1 

General  Reinsurance 

16.3 

156 

16.2 

16.2 

63 

15.7 

Albertson's 

18.6 

94 

21.9 

13.9 

121 

14.9 

McDonough 

16.3 

159 

14.9 

11.1 

238 

11.1 

American  Petrofina 

18.5 

95 

29.7 

14.8 

92 

23.7 

ingersoll-Rand 

16.2 

160 

18.3 

13.7 

124 

15.4 

Clark  Oil  &  Refining 

18.5 

95 

24.9 

13.3 

132 

18.5 

Carnation 

16.2 

161 

16.9 

13.2 

140 

13.! 

Baker  Oil  Tools 

18.5 

97 

21.2 

14.6 

97 

14.9 

Oscar  Mayer 

16.2 

162 

19.9 

13.2 

142 

14.5 

CBS 

18.5 

97 

20.3 

14.0 

117 

16.2 

Lone  Star  Gas 

16.1 

163 

19.5 

8.9 

403 

9.7 

Ralph  M  Parsons 

18.5 

99 

19.2 

17.7 

49 

14.1 

J  C  Penney 

16.1 

164 

13.7 

13.9 

119 

12.0 

Moore  Corp 

18.4 

100 

21.4 

16.2 

62 

16.9 

Mercantile  Stores 

16.0 

165 

15.9 

13.3 

132 

13.3 

Northwestern  Steel 

18.4 

101 

22.2 

17.5 

50 

21.5 

Coastal  States  Gas 

15.9 

166 

13.2 

8.0 

459 

6.3 

Georgia-Pacific 

18.4 

102 

23.3 

9.0 

387 

11.2 

Hewlett-Packard 

15.9 

167 

21.4 

15.8 

73 

20.9 

Newmont  Mining 

18.3 

103 

26.4 

14.3 

105 

17.7 

Hobart 

15.9 

168 

15.5 

12.2 

183 

12.5 

Wetterau 

18.3 

104 

17.5 

16.0 

72 

14.3 

Scot  Lad  Foods 

15.9 

169 

17.1 

11.1 

240 

11.9 

Black  &  Decker 

18.3 

105 

17.7 

15.5 

81 

15.7 

Texas  Eastern  Trans 

15.9 

170 

14.9 

6.9 

552 

6.9 

S  S  Kresge 

18.2 

106 

16.2 

16.0 

69 

15.5 

Sign  ode 

15.8 

171 

16.5 

12.5 

166 

12.9   j 

PepsiCo 

18.2 

107 

17.2 

13.2 

135 

12.2 

Union  Camp 

15.8 

172 

24.6 

9.8 

325 

14.6 

Hoover  Ball  &  Bearing 

18.2 

108 

15.6 

13.5 

129 

12.1 

Safeway  Stores 

15.8 

173 

17.3 

13.9 

119 

14.4  L 

Weyerhaeuser 

18.1 

109 

23.4 

13.4 

131 

17.9 

Texas  Instruments 

15.8 

174 

20.1 

13.3 

134 

17.4  ll 

Delta  Air  Lines 

18.0 

110 

24.2 

8.7 

414 

11.8 

Gardner-Denver 

15.7 

175 

13.8 

15.7 

76 

13.7 

Willamette  Inds 

18.0 

111 

24.5 

13.0 

148 

16.6 

Clark  Equipment 

15.7 

176 

18.9 

11.6 

214 

13.C 

1     ' 

Jos  Schlitz  Brewing 

17.9 

112 

19.7 

14.3 

104 

15.6 

Ferro 

15.7 

177 

16.0 

12.5 

16/ 

13.4 

Commercial  Metals 

17.9 

113 

40.9 

14.2 

110 

30.6 

Ralston  Purina 

15.6 

178 

16.8 

11.2 

232 

11.7 

Pfizer 

17.8 

114 

18.8 

15.1 

87 

15.8 

Knight-Ridder  News 

15.6 

179 

13.1 

11.3 

228 

9.3 

Chicago  Bridge  &  Iron 

17.8 
17.8 

115 
116 

13.8 
23.5 

16.2 
9.8 

65 
323 

11.6 
12.8 

Butler  Manufacturing 
Kemper  Corp 

15.6 
15.5 

180 

27.1 

12.8 

153 

22.7 

Ethyl 

181 

11.2 

15.3 

82 

ll.C 

Tecumseh  Products 

17.7 

117 

16.6 

17.7 

48 

16.6 

Blue  Bell 

15.5 

182 

15.6 

12.8 

150 

12.4 

Sysco 

17.6 

118 

17.9 

14.8 

92 

15.8 

Beneficial  Corp 

15  5 

183 

12.6 

6.0 

645 

5.3 

Upjohn 

17.6 

119 

21.9 

16.4 

59 

19.0 

Foremost-McKesson 

15.5 

184 

17.8 

7.9 

464 

8.7 

Digital  Equipment 

17.5 

120 

15.8 

18.0 

45 

15.8 

Browning-Ferris  Inds 
Crown  Cork  &  Seal 

15.5 
15.4 

185 
186 

13.7 
16.2 

11.2 

231 

8.8 

Denny's 

17.5 

121 

21.0 

9.3 

362 

12.1 

12.0 

195 

13  1 

ft 

Panhandle  Eastern 

17.5 

122 

17.2 

7.4 

505 

7.6 

Textron 

15.4 

187 

162 

12.3 

1/9 

12.6  | 

Halliburton 

17.4 

123 

18.0 

14.5 

101 

16.2 

Ark  Louisiana  Gas 

15.4 

188 

22.5 

8.5 

429 

10.7 

DEKALB  AgResearch 

17.4 

124 

20.7 

14.0 

113 

17.9 

Reliance  Electric 

15.4 

189 

21.6 

10.9 

252 

14.7 

Schlumberger 

17.3 

125 

22.6 

15.2 

85 

19.7 

Tenneco 

15.3 

190 

21.1 

7.4 

508 

9.1 

1  !pJ 

Super  Valu  Stores 

17.3 

125 

17.7 

12.7 

161 

11.5 

ARA  Services 

153 

191 

14.4 

11.0 

250 

10.3 

International  Nickel 

17.3 

127 

25.1 

12.2 

185 

16.8 

Amstar 

15.3 

192 

284 

9.1 

376 

15  8 

Norris  Industries 

17.3 

127 

14.2 

15.3 

83 

11.0 

Hoover 

15.3 

192 

12.4 

149 

91 

12.9  * 

Caterpillar  Tractor 

17.2 

129 

15.8 

14.0 

115 

13.2 

General  Motors 

15.3 

194 

7.8 

14.2 

110 

74 

General  Electric 

17.2 

130 

18.0 

14.2 

109 

14.5 

Texasgulf 

15.3 

194 

29  9 

10.2 

294 

19.7 

VFCorp 

17.2 

131 

19.1 

15.0 

89 

16.1 

General  Mills 

152 

196 

176 

10.1 

301 

12.1 

Fingerhut 

17.1 

132 

1.0 

11.7 

211 

2.9 

Zenith  Radio 

15.2 

196 

87 

14.9 

90 

8.4  T 

Daniel  International 

17.1 

133 

19.7 

16.4 

59 

19.5 

Fleming 

15.2 

198 

185 

13.2 

138 

161 

Intl  Foodservice 

17.1 

134 

6.3 

12.3 

177 

4.7 

Murphy  Oil 

152 

198 

27.9 

99 

31/ 

16.0 

So  Natural  Resources 

17.0 

135 

18.0 

97 

367 

9.1 

Edison  Bros  Stores 

152 

200 

17.1 

12.2 

181 

13  J 

•The  average  return  may  be  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks.        def— Deficit. 
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What  makes  a  CalComp 
tape  drive  better? 


1.  CalComp  costs  less. 

2.  CalComp  has  sales  and 
ervice  offices  in  over  30 
ountries  around  the  world. 

3.  CalComp  drives  are 
ompatible  with  IBM  360/30, 
60/40,  360/50  computers  and 
bove.  They're  plug  compatible 
rith  all  IBM  Systems  370  tape 
rives.  And  they're  compatible 
ith  UNIVAC  Models  9400 


and  Series  90,  400,  and  1100        California  Computer  Products, 

computers.  Inc.,  FB-M1-75,  2411  West  La 

4.  All  CalComp  tape  drives    Palma  Avenue,  Anaheim, 


are  self-loading  and  feature 
soft  tape  handling.  (Only  5 
rotating  elements  in  the 
tape  path.) 

For  a  complete  analysis  of 
our  ability  to  supply  your  tape 
drive  needs,  call  your  nearest 
CalComp  office  or  contact: 


California  92801,  Telephone 
(714)  821-2011. 


Who's  Where 

in  Profitability 

RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

5-Year* 

Latest 

5-Year' 

Latest 

5-Year* 

Latest 

5-Year* 

Latest 

Company 

Average 

Rank 

12  Months      Average 

Rank 

12  Months 

Company 

Average 

Rank 

12  Months      Average 

Rank 

12Mo» 

Amer  Re-Insurance 

15.2o/0 

201 

4.7% 

16.5% 

56 

4.70/o 

Public  Service  Ind 

14.1% 

266 

14.3% 

6.4% 

601 

6.80/ 

Dana 

15.1 

202 

17.5 

12.1 

191 

13.5 

Quaker  Oats 

14.1 

268 

13.5 

10.7 

266 

9.7 

CFS  Continental 

15.1 

203 

15.6 

10.9 

255 

10.9 

Flavorland  Inds 

14.1 

269 

1.3 

9.9 

310 

2.4 

Eaton 

15.1 

204 

17.6 

11.4 

223 

11.4 

Cleveland  Dec  Ilium 

14.0 

270 

15.4 

7.4 

511 

7.4 

Gannett 

15.1 

205 

16.3 

11.8 

208 

13.3 

IU  Internatiopal 

14.0 

271 

16.4 

7.6 

493 

9.0 

Hercules 

15.1 

205 

19.3 

12.2 

181 

15.8 

Ogden 

14.0 

271 

25.5 

7.0 

542 

10.3 

Republic  of  Texas 

15.1 

207 

16.6 

11.0 

248 

12.2 

Genl  Amer  Transportn 

14.0 

273 

16.0 

7.0 

545 

7.6 

Standard  Brands 

15.0 

208 

15.4 

10.6 

267 

10.3 

Philadelphia  Natl 

14.0 

273 

13.8 

11.3 

229 

9.9 

Vulcan  Materials 

15.0 

209 

23.4 

10.9 

252 

16.5 

Sears,  Roebuck 

14.0 

273 

12.4 

12.4 

169 

10.8 

Big  Bear  Stores 

15.0 

210 

15.0 

13.2 

136 

13.4 

United  Telecommctn 

13.9 

276 

14.9 

6.0 

640 

6.3 

Sperry  &  Hutchinson 

14.9 

211 

7.3 

13.9 

118 

7.0 

Pac  Gamble  Robinson 

13.9 

277 

20.4 

12.4 

168 

18.3 

Central  Tel  &  Utils 

14.9 

212 

16.1 

6.7 

580 

6.8 

Burroughs 

13.9 

278 

13.3 

10.3 

291 

10.8 

Parker-Hannifin 

14.9 

212 

18.4 

10.4 

284 

12.7 

Raytheon 

13.9 

278 

15.2 

11.7 

210 

13.0 

Times  Mirror 

14.9 

212 

17.0 

13.1 

144 

14.4 

Monsanto 

13.9 

280 

27.0 

10.3 

292 

19.3 

BankAmerica  Corp 

14.9 

215 

15.9 

13.2 

137 

11.6 

Univar 

13.8 

281 

31.6 

9.1 

377 

17.9 

E 1  du  Pont 

14.9 

215 

14.8 

13.0 

147 

13.0 

Jim  Walter 

13.8 

282 

18.7 

10.1 

296 

12.8 

Scrivner 

14.9 

217 

19.8 

10.3 

292 

12.4 

Deere 

13.8 

283 

16.8 

11.2 

232 

14.2 

Washington  Post 

14.9 

217 

15.4 

10.5 

274 

11.2 

Nash  Finch 

13.8 

283 

18.1 

13.1 

143 

17.1 

First  Bank  System 

14.9 

219 

14.2 

14.0 

115 

11.9 

Sun  Oil 

13.8 

285 

25.9 

9.3 

362 

15.0 

J  P  Morgan  &  Co 

14.9 

220 

16.2 

12.1 

188 

12.1 

Seafirst 

13.8 

286 

13.9 

13.8 

122 

14.0 

Norton  Simon 

14.9 

221 

13.3 

9.3 

358 

9.1 

Studebaker-Worthngtn 

13.8 

287 

12.7 

8.6 

417 

6.9 

Spencer  Foods 

14.8 

222 

430 

7.6 

490 

18.3 

Ashland  Oil 

13.8 

288 

21.9 

8.7 

408 

12.1 

American  Express 

14.8 

223 

16.1 

12.6 

162 

13.5 

Texas  Gas  Transmn 

13.8 

288 

17.4 

7.5 

497 

8.7 

Lane  Bryant 

14.8 

224 

12.8 

12.8 

155 

10.7 

Giant  Food 

137 

290 

13.9 

10.1 

301 

9.3 

Witco  Chemical 

14.7 

225 

22.6 

9.9 

318 

13.1 

Richardson-Merrell 

13.7 

291 

14.8 

13.1 

146 

14.2 

Colgate-Palmolive 

14.7 

226 

16.5 

14.5 

100 

14.5 

Fed-Mart 

13.7 

292 

19.0 

7.1 

540 

9.3 

Chromalloy  American 

14.7 

227 

16.6 

9.0 

385 

8.3 

Standard  Oil  Calif 

13.7 

292 

20.0 

12.0 

192 

17.2 

Texas  Utilities 

14.7 

227 

14.1 

7.5 

503 

7.1 

Consolidated  Foods 

13.7 

294 

12.1 

11.0 

245 

9.7 

Merrill  Lynch  &  Co 

14.7 

229 

7.9 

14.3 

106 

7.6 

Investors  Div  Svcs 

13.7 

295 

8.9 

9.6 

341 

6.1 

Houston  Ltg  &  Power 

14.7 
14.7 

230 
231 

14.1 
18.4 

7.6 
11.4 

483 
217 

7.5 
13.2 

Howmet 

13.6 

296 

17.4 

7.0 

544 

9.0 

Central  Soya 

Kellwood 

136 

297 

14.1 

10.4 

280 

11.2 

Dayco 

14.7 

231 

17.0 

6.5 

596 

6.8 

Colonial  Stores 

13.6 

298 

16.5 

11.0 

242 

12.8 

TRW 

14.7 

231 

15.5 

10.7 

264 

11.5 

Marathon  Oil 

13.6 

298 

19.8 

10.8 

260 

16.0 

Bank  of  New  York 

14.6 

234 

15.3 

11.0 

242 

11.7 

McDonnell-Douglas 

13.6 

300 

11.2 

9.7 

330 

8.5 

Eagle-Picher  Inds 

14.6 

235 

17.7 

10.5 

273 

12.2 

Continental  Oil 

13.5 

301 

23.4 

10.1 

306 

16.6 

Trans  Union 

14.6 

235 

15.2 

5.5 

685 

5.3 

Campbell  Soup 

13.5 

302 

14.5 

13.2 

138 

13.7 

Abbott  Laboratories 

14.5 

237 

16.1 

11.4 

217 

12.7 

Tandy 

13.5 

302 

12.5 

9.4 

351 

9.2 

Citicorp 

14.5 

238 

16.4 

12.4 

169 

14.4 

Federated  Dept  Strs 

135 

304 

13.1 

12.3 

174 

12.0 

Greyhound 

14.4 

239 

12.6 

9.5 

349 

9.1 

Ryder  System 

13.5 

305 

7.2 

6.6 

588 

4.3 

Transway  Intl 

14.4 

239 

19.4 

12.3 

176 

16.5 

Southland  Corp 

13.5 

306 

13.2 

8.9 

400 

9.0 

American  Brands 

14.4 

241 

142 

10.5 

278 

10.0 

UV  Industries 

13.5 

306 

24.8 

6.8 

572 

10.8 

Houdaille  Industries 

14.4 

241 

18.8 

10.5 

275 

14.0 

Thiokol 

13.5 

308 

19.4 

10.9 

254 

18.3 

Baxter  Laboratories 

14.4 

243 

15.0 

8.9 

393 

9.1 

American  Dec  Power 

13.5 

309 

12.0 

5.9 

650 

5.3 

WmWrigleyJr 

14.4 

243 

12.3 

14.3 

107 

11.9 

Libbey-Owens-Ford 

13.5 

310 

10.2 

12.6 

162 

10.0 

Central  &  South  West 

14.4 

245 

14.8 

7.4 

516 

6.9 

Wachovia  Corp 

13.5 

310 

12.2 

8.5 

427 

6.7 

Becton,  Dickinson 

14.3 

246 

15.4 

10.3 

287 

10.9 

Hiram  Walker 

13.4 

312 

13.6 

13.1 

145 

12.8 

Avis 

14.3 

247 

6.6 

6.8 

568 

4.2 

American  Cyanamid 

13.4 

313 

16.8 

11.4 

220 

13.4 

Insilco 

14.3 

248 

19.5 

8.2 

442 

10.0 

Safeco 

13.4 

313 

5.7 

11.0 

247 

5.1 

Collins  &  Aikman 

14.3 

249 

10.0 

11.8 

207 

7.8 

Coca-Cola  Bottling  NY 

13.4 

315 

8.1 

15.7 

77 

8.4 

Mobil  Oil 

14.3 

250 

20.5 

11.9 

200 

16.9 

General  Foods 

13.4 

315 

14.0 

11.0 

248 

10.4 

AMAX 

14.3 

251 

199 

9.6 

345 

11.9 

Amer  Smelting  &  Rfg 

13.4 

317 

22.0 

11.9 

196 

188 

Fred  Meyer 

14.3 

252 

13.8 

10.4 

283 

9.1 

Howard  Johnson 

13.4 

317 

10.3 

12.8 

154 

98 

Outboard  Marine 

14.3 

252 

8.0 

11.6 

212 

6.9 

Marriott 

13.4 

317 

11.8 

7.1 

537 

6.4 

Duquesne  Light 

14.2 

254 

12.9 

6.0 

643 

5.5 

Northwest  Bancorp 

13.4 

320 

13.5 

11.4 

220 

99 

Brunswick 

14.2 

255 

16.2 

10.4 

282 
108 

11.2 
16.0 

Gerber  Products 

13.4 

321 

9.9 

13.2 

140 

95| 

Provident  Life  &  Ace 

14.2 

256 

16.0 

14.2 

Kerr-McGee 

13.4 

321 

19.8 

9.9 

316 

15.J 

Nabisco 

14.2 

257 

10.5 

11.1 

241 

7.1 

Maremont 

13.4 

323 

8.6 

9.4 

355 

59l 

Diamond  Intl 

14.2 

258 

16.3 

12.3 

180 

13.9 

Braniff  Intl 

13.3 

324 

18.0 

6.3 

614 

71 

Interco 

14.2 

258 

14.6 

11.9 

201 

12.9 

Peoples  Gas 

13.3 

325 

14.7 

7.4 

514 

A 

CPC  International 

14.2 

260 

15.7 

10.8 

259 

12.4 

Cincinnati  G  &  E 

13.3 

326 

10.9 

6.8 

575 

5.1 

Campbell  Taggart 

14.1 

261 

15.2 

12.0 

194 

12.1 

Combustion  Engineerg 

13.3 

327 

14.5 

10.2 

294 

11  i  1 

Cessna  Aircraft 

14.1 

262 

17.5 

10.1 

298 

13.2 

Motorola 

13.3 

328 

16.8 

11.4 

219 

13 'J 

Levi  Strauss 

14.1 

262 

11.5 

12.6 

164 

9.5 

Carter  Hawley  Hale 

13.3 

329 

13.9 

9.9 

310 

9(1 

Amer  Broadcasting 

14.1 

264 

17.5 

9.8 

321 

13.7 

Eastern  Gas  &  Fuel 

13.3 

329 

21.2 

7.1 

533 

Phelps  Dodge 

14.1 

265 

14.9 

12.0 

193 

11.5 

Continental  Tel 

13.2 

331 

12.9 

6.0 

646 

5.3 

No  Indiana  Pub  Svc 

14.1 

266 

12.9 

6.8 

568 

5.5 

Ohio  Edison 

13.2 

331 

12.8 

6.5 

600 

5<l 

'The  average  return  may  be  less  than  i 

5  year 

period  as 

footnoted  in  individual  Yardsticks. 
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FORBES,   JANUARY    1,    1975 


•ravo's  cokemaking  skills  911  hel 
le  steel  industry  meet  its  rising  d 


r 
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nerica's  growing  econ- 
,  demand  for  steel  is  on  the 
Currently  150  million  tons 
lally,  it  will  grow  to  200 
on  tons  by  19S5  according 
dustry  forecasts.  This 
fis  more  steelmaking  f  acili- 

. .  and  added  cokemaking 
city. 

ravo's  advanced  cokemak- 
echnology  is  helping  steel 
panies  improve  produc- 
,  be  more  flexible  in  their 
oals,  and  reduce  pollu- 

Take  two  of  our  current 
ects: 

\  Middletown,  Ohio,  we're 
jning  and  building  a  114- 

coke  plant  and  byproduct 
ity  for  Armco  Steel,  the 
in  North  America  to 
ze  a  unique  oven  heating 


jfeti* 


ii^^Mi^^ 


design  developed  in  Europe 
and  Japan  by  our  licensor, 
Firma  Carl  Still  of  Germany. 
The  design  also  incorporates 
advanced  pollution-control 
techniques. 

With  an  associate,  Lurgi 
Company  of  Germany,  we're 
designing  and  building  a  large 
experimental  pilot  plant  at 
Sparrows  Point,  Maryland,  to 
provide  final  testing  of  the 
Consol-BNR  process  devel- 
oped by  Consolidation  Coal, 
Bethlehem  Steel,  National 
Steel,  and  Republic  Steel.  This 
continuous  process  yields  high- 
strength  coke  pellets  and  is 
fully  enclosed,  minimizing  air 
and  water  pollution.  Following 
the  pilot  program,  Dravo  and 
Lurgi  will  become  worldwide 


agents  for  plants  utilizing  the 
process. 

Dravo  is  involved  in  many 
other  activities  that  help  meet 
vital  needs  such  as  increased 
food  supply,  low-cost  water 
transportation,  and  mineral 
resources  development.  But  to 
steelmakers,  our  advanced 
cokemaking  know-how  may 
rise  to  the  top. 

Dravo  Corporation,  One  Oliver 
Plaza,  Pittsburgh,  Pa.  15222. 


A  company  of  uncommon  enterprise 


Nature  gives  some  trees  a  hard  life, 
but  we  can't  afford  to. 


14.  For  much  the  same  reason, 
the  fast-food  industry  uses  our 
greaseproof  paper,  the  kind 
shown  here.  It's  specially  made  to 
keep  oils  from  seeping  through 
the  paper. 


13.  Surgical  equipment  has  spe- 
cial packaging  problems.  And. 
oddly  enough,  our  special  medi- 
cal grade  paper  is  ideal.  The  con- 
trolled porosity  of  the  paper 
allows  sterilizing  vapors  to  get 
inside  but  not  bacteria.  So  the 
object  can  be  sterilized  after  it's 
put  into  one  of  our  packages. 
And  stay  that  way  until  opened. 


12.  A  scanning  electron  micro- 
graph shows  what  the  tiny  pulp 
fibers  look  like  when  laid  out  to 
form  paper.  And  why  kraft  paper 
is  strong  The  fibers  bond  together 
where  they  dry  in  contact  with 
each  other.  Modern  paper- 
making  machines,  like  one  of 
ours  in  Mississippi,  turns  pulp 
intoacontinuoussheetofpaper- 
26  feet  wide -at  the  rate  of  over 
20mph. 


11.  This  is  wood  pulp.  At  the  bot- 
tom is  natural  kraft  pulp;  the 
middle,  groundwood;  the  top, 
bleached  kraft.  Kraft  is  German 
for  "strong:1  And  kraft  paper's 
strength  is  why  we  use  it  to 
make  packaging  for  virtually 
every  industry.  Corrugated  boxes, 
shipping  sacks  (for  everything 
from  flour  to  cement],  and 
grocery  bags. 


10.  Chips  like  these  are  usually 
the  first  step  in  turning  wood  into 
paper.  Next  they  are  ground  or 
"cooked"  to  make  pulp. 


15.  We  give  our  trees  an  environ- 
ment that  favors  growth.  Be- 
cause we  can't  afford  to  wait  for 
Nature  to  take  its  course  if  we  re 
going  to  supply  Man's  needs  for 
products  Yet,  in  every  way,  we 
follow  Nature's  laws  in  renewing 
and  maintaining  our  forests.  And 
that's  why  we  can  say  we're  serv- 
ing Man  and  Nature  to  the 
benefit  of  both. 


1 .  Some  of  the  trees  we  marvel 
at -like  the  redwoods— achieved 
what  they  did  because  their 
environment  helped.  The  coast 
redwoods  of  California  have  re- 
peatedly adapted  to  floods  that 
killed  off  their  competitors.  This 
one  has  adapted  long  enough 
to  become  the  world's  tallest 
tree— 368  ft  high. 


8.  Why  make  each  tree  grow  at 
its  maximum  rate?  Because  the 
forest  is  a  resource.  And  the 
demand  for  forest  products  is 
going  up  not  down.  So  the 
more  we  maximize  our  commer- 
cial forest  lands,  the  better. 

9.  Before  wood,  the  major  raw 
material  for  making  pulp  was 
rags.  Obviously  it's  an  impractical 
raw  material  for  the  volume  of 
today's  paper. 


7.  The  environment  we  give  the 
trees  in  our  managed  forests 
does  favor  growth  We  start  with 
genetically  superior  seedlings 
and  do  what  Nature  does  with 
the  bnstlecone  and  redwoods: 
eliminate  competition  by  giving 
each  tree  plenty  of  room  As  you 
can  see,  this  51  -year-old  log  is 
twice  as  wide  as  the  one  above 
because  it  grew  in  a  well-spaced 
managed  forest. 


2.  The  climate  of  Australia  favors 
the  eucalyptus -world's  fastest- 
growing  tree.  It  can  grow  45  ft.  in 
two  years. 


3.  The  world's  fattest  tree  is  in 
Tule,  Mexico.  It's  actually  several 
cypress  trees  grown  together  to 
form  one  trunk  50  ft.  wide. 


4.  California's  ancient  bristle- 
cone  pines  live  in  an  extremely 
hostile  environment- 10,000  ft. 
above  sea  level  with  barely 
enough  moisture  to  sustain  life. 
This  eliminates  competitive  vege- 
tation, but  forces  these  trees  to 
grow  very  slowly-as  little  as  3  ft. 
in  700  years. 


5.  In  fact,  the  world's  oldest  liv- 
ing organism  is  a  bristlecone  pine 
in  the  Inyo  National  Forest  of 
California.  It's  4,600  years  old. 
And  all  because  its  environment 
favored  its  growth. 


6.  Nature  doesn't  always  favor 
growth,  though  Look  at  this 
51-year-old  ponderosa  pine  from 
a  virgin  stand  in  one  of  our 
Montana  forests  The  well-spaced 
rings  in  the  center  show  that 
it  had  a  good  start  in  life 
when  overhanging  branches  cut 
off  light  its  growth  slowed  down. 


CXOPYRIGHT  1974,  ST.  REGIS  PAPER  COMPANY,  150  EAST  42111 
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d  TV  recept 


There's  a  new  name— and  new 
technological  expertise  and  quality 
manufacturing  capabilities— behind 
Admiral.  Rockwell  International. 
Admiral  has  been  building 
products  to  make  your  life  better 
for  over  forty  years.  Just  think  of 
all  the  advances— color  television, 
stereo,  microwave  ovens,  home 
freezers— that  have  come  into  the 
home  in  those  forty  years.  Now, 
think  of  those  that  are  still  to  come. 
We  are.  We're  looking  for  ways  to 
put  Rockwell  technology  to  work  in 
new  products  for  your  home.  Will 
it  work?  It  already  is.  We're  using 


space  age  electronics  technology  to 
bring  you  The  Answers— a  new 
line  of  Rockwell  electronic  calcu- 
lators being  introduced  by  our 
Microelectronic  Product  Division. 
What's  next?  Keep  watching 
Rockwell  and  Admiral.  For  more 
about  us  and  how  we're  putting 
science  to  work  in  our  aerospace, 
automotive,  consumer,  electronics 
and  industrial  operations,  write 
Rockwell  International, 
Dept.  815R,  600  Grant  Street, 
Pittsburgh,  PA  15219. 
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Rockwell  Internatior 

...where  science  gets  down  to  busint 


Who's  Where 

in  Profitability 

RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

RETURN  ON  EQUITY 

RETURN  ON  CAPITA 

5-Year* 

Latest 

5- Year* 

Latest 

5-Year* 

Latest 

5-Year* 

Latest 

Company 

Average 

Rank 

12  Months       Average 

Rank 

12  Months 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Anchor  Hocking 

13.2% 

333 

11.7%        11.3% 

227 

10.2% 

First  Charter  Finl 

12.3% 

398 

8.7% 

12.3% 

175 

8.7% 

U  S  Industries 

13.2 

334 

7.2 

11.4 

222 

7.2 

Natl  Detroit  Corp 

12.3 

400 

12.2 

10.1 

298 

9.6 

Standard  Oil  Ind 

13.2 

335 

22.1 

10.4 

285 

16.7 

Brockway  Glass 

12.3 

401 

10.6 

10.1 

303 

8.7 

Jtauffer  Chemical 

13.2 

336 

21.7 

9.6 

339 

14.8 

First  Chicago  Corp 

12.3 

402 

14.6 

10.4 

285 

10.9 

If  &  Western  Inds 

13.2 
13.1 

337 
338 

18.2 
13.4 

6.2 
11.8 

619 
202 

7.5 
10.6 

Great  Scott  Suprmkts 

12.3 

402 

10.3 

9.9 

314 

6.9 

Brown  Group 

Intl  Tel  &  Tel 

12.3 

404 

12.3 

9.7 

328 

9.0 

kaggs  Companies 

13.1 

338 

14.7 

11.1 

236 

12.3 

Crane 

12.2 

405 

28.0 

6.9 

564 

14.0 

ontinental  Illinois 

13.1 

340 

14.2 

12.3 

177 

12.2 

Illinois  Power 

12.2 

406 

10.2 

6.1 

635 

4.9 

Bluebird 

13.1 

341 

14.0 

9.1 

379 

8.5 

Rose's  Stores 

12.2 

406 

4.4 

11.8 

205 

4.1 

Alco  Standard 

13.1 

342 

16.9 

10.6 

271 

11.4 

Scovill  Mfg 

12.2 

406 

11.8 

8.7 

415 

8.1 

Union  Carbide 

13.1 

343 

21.9 

9.5 

350 

15.2 

Northern  Natural  Gas 

12.2 

409 

21.2 

6.4 

602 

9.5 

hooper  Industries 

13.1 

344 

20.1 

9.7 

333 

11.9 

McGraw-Hill 

12.2 

410 

14.3 

9.9 

310 

10.8 

Gulf  States  Utils 

13.0 

345 

11.8 

5.7 

665 

5.3 

Cummins  Engine 

12.1 

411 

13.3 

8.5 

427 

8.1 

Western  Air  Lines 

13.0 

345 

23.2 

6.1 

626 

10.4 

Eltra 

12.1 

412 

13.5 

11.1 

236 

11.3 

Harsco 

13.0 

347 

14.1 

11.9 

198 

13.0 

Flickinger 

12.1 

412 

13.8 

11.0 

251 

12.3 

Jewel  Companies 

13.0 

347 

12.1 

8.7 

415 

7.6 

Goodyear 

12.1 

414 

12.7 

8.9 

397 

9.4 

George  A  Hormel 

13.0 

349 

16.6 

12.8 

150 

16.6 

Harris  Bankcorp 

12.1 

414 

13.9 

9.7 

328 

9.8 

Holiday  Inns 

13.0 

350 

8.7 

7.8 

472 

6.0 

Martin  Marietta 

12.1 

414 

16.9 

7.6 

487 

10.6 

Otis  Elevator 

13.0 

350 

15.1 

10.8 

263 

12.0 

Rich's 

12.1 

414 

10.4 

9.8 

325 

8.4 

CIT  Financial 

12.9 

352 

12.3 

5.9 

656 

6.0 

Stanley  Works 

12.1 

414 

11.6 

10.1 

307 

8.9 

hrte  Consolidated 

12.9 

353 

19.7 

6.7 

581 

9.8 

RR  Donnelley  &  Sons 

12.1 

419 

13.5 

10.9 

258 

12.2 

ir  Prods  &  Chems 

12.9 

354 

18.8 

7.4 

511 

10.8 

Long  Island  Lighting 

12.1 

420 

11.4 

6.1 

626 

5.9 

Jonathan  Logan 

12.8 

355 

5.0 

9.5 

347 

4.6 

Ford  Motor 

12.0 

421 

6.5 

10.6 

271 

5.7 

If  rs  Hanover  Corp 

12.8 

356 

15.4 

11.9 

198 

13.7 

Union  Oil  California 

12.0 

422 

20.9 

8.2 

444 

12.7 

Morton-Norwich 

12.8 

12.8 

356 
356 

11.5 
11.2 

9.3 
9.8 

359 
322 

8.7 
8.9 

Peavey 

12.0 

423 

24.8 

10.0 

309 

19.4 

Servomation 

Columbia  Gas  System 

12.0 

424 

11.5 

6.6 

589 

6.1 

mer  Beef  Parsers 

12.7 

359 

20.4 

9.1 

377 

11.8 

Zapata 

12.0 

424 

14.9 

5.9 

653 

9.3 

inecticut  General 

12.7 

359 

14.3 

12.7 

158 

14.2 

Wallace-Murray 

11.9 

426 

12.7 

7.0 

549 

7.3 

Johnson  Service 

12.7 

359 

5.9 

10.8 

262 

5.4 

Gamble-Skogmo 

11.9 

427 

14.0 

6.8 

565 

8.3 

Perkin-Elmer 

12.7 

362 

12.2 

11.9 

197 

12.4 

Occidental  Petroleum 

11.9 

427 

38.5 

6.9 

555 

15.4 

General  Signal 

12.7 

363 

11.7 

11.8 

205 

10.7 

Cullum  Companies 

11.9 

429 

12.0 

8.4 

434 

7.6 

Fuqua  Industries 

12.7 

364 

8.3 

7.4 

514 

5.0 

Gulf  Oil 

11.9 

430 

18.8 

9.6 

345 

15.1 

lorida  Power  &  Lt 

12.7 

365 

10.7 

6.6 

585 

5.5 

H  H  Robertson 

11.9 

430 

15.0 

10.3 

288 

13.0 

MCA 

12.7 

365 

21.7 

9.8 

320 

15.9 

Certain-teed  Prods 

11.9 

432 

5.2 

8.9 

389 

4.1 

Rohm  &  Haas 

12.7 

365 

19.8 

10.6 

267 

14.8 

Hershey  Foods 

11.9 

432 

12.1 

9.7 

334 

9.4 

Dart  Industries 

12.6 

368 

16.1 

9.4 

355 

11.0 

Sybron 

11.9 

434 

13.4 

9.6 

341 

10.4 

New  York  Times 

12.6 

369 

16.1 

12.2 

185 

14.6 

Associated  Dry  Goods 

11.9 

435 

10.9 

9.6 

343 

8.8 

Kraftco 

12.6 

370 

12.2 

11.2 

234 

10.8 

United  States  Shoe 

11.9 

435 

11.0 

9.3 

360 

8.7 

Amfac 

12.6 

371 

17.4 

8.7     *  411 

10.5 

Crocker  Natl  Corp 

11.8 

437 

9.2 

8.0 

458 

6.1 

El  Paso  Company 

12.6 
12.6 

371 
371 

19.2 
7.3 

5.7 
5.5 

671 
685 

7.1 
3.4 

Commonwealth  Oil  Rfg 

11.8 

438 

14.7 

8.0 

462 

10.0 

Florida  Power 

Diamond  Shamrock 

11.8 

438 

23.4 

8.2 

445 

13.8 

enl  Tire  &  Rubber 

12.6 

374 

12.8 

9.3 

364 

9.3 

Miles  Laboratories 

11.8 

440 

13.5 

7.6 

483 

8.7 

Ahold  Chemicals 

12.6 

374 

31.7 

8.8 

406 

20.2 

Jefferson  Pilot 

11.8 

441 

13.0 

11.8 

204 

13.0 

liddle  South  Utils 

12.6 

376 

13.6 

5.7 

665 

5.3 

Pillsbury 

11.8 

442 

15.0 

8.4 

434 

9.6 

No  Illinois  Gas 

12.6 

376 

11.5 

7.3 

521 

6.4 

Garfinckel  Brooks  Br 

11.8 

443 

11.4 

9.6 

340 

8.7 

Pabst  Brewing 

12.5 

378 

7.6 

11.6 

213 

6.8 

Akzona 

11.7 

444 

14.7 

8.5 

432 

10.2 

Minerals  &  Chem 

12.5 

379 

32.6 

7.7 

481 

17.7 

General  Tel  &  Elec 

11.7 

444 

9.6 

6.1 

629 

4.6 

rmarkets  General 

12.5 

379 

11.0 

7.3 

517 

6.3 

Dayton  Power  &  Light 

11.7 

446 

10.7 

6.1 

637 

5.5 

Allegheny  Power 

12.5 

381 

10.2 

6.1 

625 

5.4 

Baltimore  Gas  &  Elec 

11.7 

447 

10.0 

6.1 

626 

5.2 

Riviana  Foods  - 

12.5 

381 

14.1 

9.0 

383 

9.5 

Thrifty  Drug  Stores 

11.7 

448 

5.1 

8.9 

393 

4.5 

ning  Glass  Works" 

12.5 

383 

12.3 

10.6 

270 

10.2 

Waldbaum 

11.7 

448 

10.5 

8.9 

389 

8.5 

rican  Natural  Gas 

12.5 

384 

14.1 

6.2 

624 

6.4 

Hyster 

11.7 

450 

11.2 

9.5 

348 

8.9 

•resser  Industries 

12.5 

385 

14.9 

8.9 

389 

10.2 

l-T-E  Imperial 

11.7 

450 

12.1 

9.1 

380 

8.9 

le  Midland  Banks 

12.5 

385 

12.0 

8.2 

447 

7.2 

Timken  Company 

11.6 

452 

11.4 

11.5 

216 

11.1 

National  Can 

12.4 

387 

13.8 

9.6 

335 

9.4 

Handy  &  Harman 

11.6 

453 

20.0 

8.9 

400 

13.4 

er-Danls-Midland 

12.4 

388 

18.7 

9.4 

351 

12.8 

Owens-Corning  Fbrgls 

11.5 

454 

11.4 

8.9 

400 

8.9 

Rockwell  Intl 

12.4 

388 

14.8 

8.7 

413 

10.5 

General  Cable 

455 

15.7 

9.2 

367 

11.0 

susehold  Finance 

12.4 

390 

7.0 

6.2 

622 

4.6 

Firestone 

11.5 

456 

13.8 

8.8 

407 

10.4 

>  Manhattan  Corp 

•12.4 

391 

12.1 

9.0 

384 

8.8 

Koppers 

11.5 

456 

20.9 

8.3 

441 

14.3 

H  F  Ahmanson 

12.4 
12.3 

392 
393 

9.7 
13.1 

12.7 
10.7 

160 
265 

9.8 
9.0 

Fruehauf 

11.5 

458 

14.2 

7.7 

476 

9.2 

First  Natl  Boston 

Gray  Drug  Stores 

11.5 

459 

10.7 

9.6 

335 

8.5 

No  States  Power 

12.3 

393 

10.8 

5.5 

690 

4.6 

Magic  Chef 

11.4 

460 

3.9 

9.8 

323 

3.8 

t  Paul  Companies 

12.3 

395 

10.8 

11.3 

226 

9.8 

Time  Inc 

11.4 

461 

15.1 

8.5 

430 

11.1 

Western  Bancorp 

12.3 

395 

12.3 

10.1 

303 

9.2 

Universal  Leaf 

11.4 

462 

12.7 

11.1 

239 

12.2 

lankers  Trust  N  Y 

12.3 

397 

13.1 

9.6 

344 

9.8 

Walt  Disney 

11.3 

463 

96 

9.9 

313 

8.3 

Ceco 

12.3 

398 

13.5 

8.9 

389 

10.0 

Capital  Holding 

11.3 

464 

12.1 

11.4 

223 

11.9 

sverage  return  may  be  less  than  a  5  year  period  as  footnoted  in  individual  Yardsticks 
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Banks 

shouldn't  hold  up 

'  either. 

^  company  called  TRW  is  helping  banks  reduce  those  long  lines  that 

:eep  customers  fretting  in  front  of  tellers'  windows.  By  providing  a  new 

electronic  teller  terminal. 

It  lets  bank  tellers  handle  most  transactions  in  seconds.  Result: 

Aore  efficient  service  and  shorter  lines.  Happier  customers  and 

lappier  bankers. 

TRWs  terminal  gives  instant  and  positive  customer  identification. 

t  automatically  updates  accounts  at  the  time  of  each  transaction.  It 

maintains  a  continuous  cash  position  for  each  teller  and  each  branch. 

t  displays  answers  to  queries  in  simple  English,  not  in  computer  code. 

^nd  it  assures  banks  of  flexibility  in  choice  of  computers  as  electronic 

unds  activities  increase. 

Over  the  next  five  years,  banks  and  thrift  institutions  probably  will 

istall  more  than  237,000  teller  terminals,  making  an  investment  of 

more  than  $2  billion.  TRW  will  be  one 
of  the  major  suppliers  of  these  terminal 
systems. 

A  company  called  TRW,  more 
than  90,000  people  worldwide,  working 
and  growing  in  electronics,  in  energy 
systems  and  in  transportation. 

For  more  information  about 
TRW,  write  Corporate  Public  Relations, 
Dept.  FB,  23555  Euclid  Avenue, 
Cleveland,  Ohio  44117. 


THww 


feller  transaction  terminals  designed 
ind  built  by  the  FDS|i  Division  of  TRW, 
ire  saving  time  for  banks  and  thrift 
nstitutions  all  across  the  country. 


Who's  Where 

in  Profitabil 

ity 

RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

5-Yeare 

Lates 

t 

5-Year* 

Latest 

5-Year8 

Latest 

5-Year* 

Lati 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Mo 

Crum  &  Forster 

11.3% 

465 

92% 

10.5O/o 

276 

8.7% 

Union  Electric 

10.4% 

531 

8.9% 

5.6% 

683 

5.1 

Gould 

11.3 

465 

14.1 

9.3 

360 

10.2 

Bell  &  Howell 

10.4 

532 

10.4 

9.0 

385 

8.5 

Pacific  G  &  E 

11.2 

467 

12.0 

5.9 

650 

6.1 

Colt  Industries 

10.4 

532 

26.6 

6.9 

552 

13.9 

Del  E  Webb 

11.2 

468 

8.8 

7.6 

490 

8.1 

Great  Western  United 

10.3 

534 

48.6 

69 

552 

15.0 

Northeast  Utilities 

11.2 

469 

10.2 

5.6 

684 

5.0 

Seaboard  Allied  Millng 

10.3 

534 

9.8 

81 

449 

7.5 

Aetna  Life  &  Cas 

11.2 

470 

11.7 

10.5 

276 

10.7 

Gt  Northern  Nekoosa 

10.3 

536 

19.9 

7.2 

529 

11.8 

Zale 

11.2 

471 

11.9 

10.9 

256 

11.0 

Metromedia 

10.3 

537 

7.2 

6.9 

559 

5.3 

Kaufman  &  Broad 

11.2 

472 

def 

7.3 

522 

def 

Fieldcrest  Mills 

10.3 

538 

11.2 

7.5 

504 

7.6 

Shell  Oil 

11.2 

472 

17.5 

8.6 

421 

12.9 

Cenco 

10.3 

539 

1.6 

7.4 

507 

2.4 

Teledyne 

11.2 

474 

13.7 

8.3 

440 

8.5 

Lincoln  Natl  Corp 

10  3 

540 

9.4 

97 

331 

9.0 

Ideal  Basic  Inds 

11.2 

475 

15.6 

9.0 

382 

12.4 

Charter  New  York 

10.2 

541 

12.1 

7.3 

522 

7.9 

Phillips  Petroleum 

11.2 

475 

21.0 

8.6 

423 

15.5 

Lone  Star  Industries 

10.2 

541 

10.5 

7.5 

498 

7.2 

Southwestern  Life 

11.2 

477 

12.8 

11.2 

234 

12.8 

J  Ray  McDermott 

10.2 

543 

18.9 

465 

14.5 

Pa  Power  &  Light 

11.1 

478 

11.0 

5.7 

672 

5.6 

Purex 

10.2 

543 

12.4 

wm 

466 

9.5 

Cutler-Hammer 

11.1 

479 

14.4 

8.6 

418 

11.4 

Walgreen 

10.2 

545 

6.4 

in 

479 

5.1 

Carrier 

11.1 

480 

9.8 

8.6 

423 

7.2 

Southern  Company 

10.2 

546 

9.8 

5.0 

724 

4.1 

Sunbeam 

11.1 

480 

11.9 

9.2 

369 

10.0 

Reeves  Brothers 

10.2 

547 

12.7 

7.7 

478 

10.5 

Federal  Paper  Board 

11.1 

482 

19.6 

8.6 

422 

11.5 

Super  Food  Services 

10.2 

547 

15.2 

7.3 

522 

9.0 

Foster  Wheeler 

11.1 

482 

13.6 

9.8 

327 

12.7 

McGraw-Edison 

10.2 

549 

8.9 

9.9 

314 

8.2 

Alexander  &  Baldwin 

11.1 
11.0 

484 
485 

31.0 
10.1 

9.2 
5.6 

369 
682 

24.9 
4.9 

Mellon  National  Corp 

10.2 

549 

9.4 

101 

297 

9.4 

Commonwealth  Edison 

Sheller-Globe 

10.1 

551 

12.1 

7.2 

529 

7.5 

Del  Monte 

11.0 

486 

16.4 

7.7 

482 

11.2 

So  Calif  Edison 

10.1 

551 

13.1 

5.7 

665 

7.1 

Liggett  &  Myers 

11.0 

487 

10.7 

8.1 

453 

7.4 

Polaroid 

10.1 

553 

6.5 

10.1 

298 

6.5 

Owens-Illinois 

11.0 

488 

14.4 

7.2 

531 

9.2 

Westvaco 

10.1 

553 

20.9 

68 

571 

13.3 

Kane-Miller 

11.0 

489 

14.8 

7.8 

474 

11.1 

New  England  Electric 

10.1 

555 

8.5 

5.0 

718 

4.1 

Security  Pacific 

11.0 

490 

10.4 

11.0 

246 

10.5 

Allied  Chemical 

10.1 

556 

16.6 

7.0 

546 

11.8 

Em  hart 

10.9 

491 

11.3 

10.0 

308 

10.5 

FMC 

10.1 

557 

14.6 

7.9 

467 

10.3 

Champion  Intl 

10.9 

492 

16.9 

6.5 

599 

8.5 

National  Fuel  Gas 

10.0 

558 

10.3 

6.4 

604 

6.6 

R  H  Macy 

10.9 

493 

10.1 

6.7 

579 

6.7 

Wamaco 

10.0 

559 

13.1 

7.1 

534 

8.5 

Wells  Fargo 

10.9 

493 

11.8 

8.1 

455 

7.0 

Getty  Oil 

10.0 

560 

17.5 

89 

396 

14.6 

Crown  Zellerbach 

10.8 

495 

17.3 

7.8 

471 

12.1 

INA 

10.0 

560 

9.5 

10.1 

305 

9.4 

Trane 

10.8 

495 

4.7 

9.2 

372 

4.1 

American  General 

10.0 

562 

10.8 

9.4 

354 

9.7 

Amer  Hospital  Supply 

10.8 

497 

12.0 

10.5 

278 

11.5 

Pullman 

10.0 

563 

17.0 

8.0 

456 

12.9 

Marcor 

10.8 

497 

16.4 

5.9 

650 

8.2 

Harris  Corp 

10.0 

564 

9.5 

7.8 

470 

7.2 

Rexnord 

10.8 

497 

13.2 

8.7 

408 

9.4 

General  Public  Utils 

9.9 

565 

10.6 

48 

734 

5.G 

Beech  Aircraft 

10.8 

500 

21.5 

7.5 

500 

14.7 

Borden 

9.9 

566 

10.8 

7.5 

501 

8.3 

Kennecott  Copper 

10.8 

500 

15.7 

9.1 

375 

12.9 

Potomac  Elec  Power 

9.9 

567 

10.9 

5.9 

655 

6.5 

Sperry  Rand 

10.8 

502 

12.2 

8.6 

420 

9.3 

May  Dept  Stores 

9.9 

568 

10.2 

7.1 

535 

7.1 

Intl  Multifoods 

10.8 

503 

12.7 

8.1 

449 

8.7 

Phila  Electric 

9.9 

568 

9.3 

5.3 

701 

4.9 

Gt  Western  Financial 

10.7 
10.7 

504 
505 

10.5 
7.1 

12.1 
5.2 

187 
709 

10.1 
4.0 

Pueblo  International 

99 

568 

7.8 

7.0 

542 

6.0 

Va  Electric  &  Power 

Cabot 

9.9 

571 

11.3 

8.0 

459 

8.3 

Chemical  New  York 

10.7 

506 

11.6 

8.7 

411 

8.9 

National  Distillers 

9.9 

571 

17.1 

6.8 

575 

11.2 

Wisconsin  Elec  Power 

10.7 

507 

11.4 

5.9 

658 

6.5 

Carborundum 

9.9 

573 

11.8 

8.2 

448 

10.2 

Carolina  Pwr  &  Lt 

10.7 

508 

9.5 

5.4 

694 

4.4 

Hanna  Mining 

98 

574 

5.7 

89 

398 

5.2 

Zayre 

10.7 

508 

6.9 

6.7 

582 

5.3 

NLT 

98 

574 

10.3 

99 

318 

10.3 

International  Paper 

10.7 

510 

20.7 

7.9 

467 

13.9 

PPG  Industries 

9.8 

574 

12.3 

7.6 

490 

9.4 

Marshall  Field 

10.6 

511 

10.8 

9.2 

366 

9.4 

Washington  Natl  Corp 

9.8 

577 

9.1 

9.4 

353 

8.2 

H  J  Heinz 

10.6 

512 

13.8 

8.4 

436 

10.7 

Green  Giant 

9.8 

578 

11.5 

68 

567 

7.4  - 

Joy  Manufacturing 

10.6 

513 

11.3 

8.9 

405 

9.8 

Reserve  Oil  &  Gas 

98 

579 

19.0 

M 

16.1 

Johns-Manville 

10.6 

514 

12.1 

9.6 

335 

9.6 

Singer 

9.8 

579 

3.6 

82 

445 

3.9 

Esmark 

10.6 

515 

14.5 

7.4 

510 

9.5 

Inland  Steel 

9.7 

581 

16.8 

7.3 

519 

lli 

Armstrong  Cork 

10.5 

516 

13.4 

9.3 

364 

11.1 

Rohr  Industries 

9.7 

581 

10.2 

7.8 

475 

7.4 

Northrop 

10.5 

517 

12.0 

6.9 

555 

8.8 

American  Tel  &  Tel 

9.7 

583 

10.7 

6.5 

596 

6.2 

Pub  Svc  Elec  &  Gas 

10.5 

517 

9.0 

5.3 

703 

4.8 

Southwest  Forest  Ind 

9.7 

583 

11.3 

68 

565 

■ 

Carpenter  Technology 

10.5 

519 

17.2 

9.2 

369 

14.7 

Boston  Edison 

9.7 

585 

7.7 

49 

731 

4f 

Fluor 

10.5 

520 

18.1 

9.2 

372 

16.3 

U  S  Fidelity  &  Gty 

9.7 

585 

8.4 

9.7 

332 

8.4; 

NL  Industries 

10.5 

521 

17.3 

7.6 

483 

11.1 

Alcan  Aluminium 

9.7 

587 

16.5 

6.3 

611 

10.1 

Richmond  Corp 

10.5 

521 

11.0 

11.4 

223 

11.1 

United  States  Gypsum 

9.7 

587 

11.0 

8.3 

439 

9 

Stop  &  Shop 

10.5 

521 

13.7 

6.1 

632 

7.3 

Wickes 

9.7 

589 

9.2 

7.7 

476 

7.(1 

Public  Service  Colo 

10.5 

524 

8.6 

5.3 

704 

4.5 

Roper  Corp 

9.6 

590 

10.9 

8  6 

418 

8.: 

Honeywell 

10.4 

525 

9.7 

7.3 

526 

7.1 

Lear  Siegler 

9.6 

591 

13.0 

8.1 

453 

9.f 

Chubb 

10.4 

526 

6.8 

10.4 

280 

6.8 

Bendix 

9.6 

592 

12.0 

7.9 

463 

9>  . 

Comsat 

10.4 

527 

14.2 

9.4 

355 

12.5 

Travelers 

9.6 

593 

11.9 

9.1 

374 

11 : 

Inland  Container 

10.4 

528 

20.0 

9.6 

338 

18.0 

Cities  Service 

9.6 

594 

13.8 

7.6 

483 

101 

ACF  Industries 

10.4 

529 

12.0 

6.3 

616 

6.8 

Philips  Industries 

9.6 

594 

def 

3.4 

437 

de 

NY  State  Elec  &  Gas 

10.4 

530 

10.7 

5.5 

689 

5.8 

Simmons 

9.6 

594 

9.4 

8 'j 

431 

■ 

•The  average  return  may  be  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks.         *•  Not  available;  not  ranked.         def— Deficit 
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Your 
Hospital  Administrator 


introducing  us 
soon 


w 


p 


There  is  someone  I  would  like  you  to  meet,"  may  be 
Dur  introduction  to  American  Health  Facilities.  American 
lospital  Supply  Corporation  created  our  group  to  help 
ospitals  plan,  build  and  equip  their  facilities . . .  develop 
etter  health  care  delivery  systems. 

oday,  our  staff  constitutes  the  largest  full  time 
rofessional  group  devoted  exclusively  to  the  health  care 
eld. 

meriean  Health  Facilities  is  now  active  in  over  200 
ospital  projects?  In  total,  we  have  worked  with  hospitals 
n  over  3,000  facility  programs. 


M* 


^    , 


t*r 


Here's  how  we  work:  One  of  our  teams  joins  the 
hospital  staff  temporarily.  Team  members  are  chosen 
from  our  architects,  nurses,  equipment  planners  and 
consultants  to  provide  precisely  the  know-how  needed. 
The  hospital  administrator  obtains  the  exact  kind  of 
help  he  must  have,  yet  retains  complete  project  control. 

So,  when  your  hospital  administrator  develops  with  the 
area  health  planning  agency  a  program  to  meet 
community  health  needs  which  requires  facility  renovation 
or  replacement,  he  may  soon  be  saying  to  you:  "There  is 
someone  I  would  like  you  to  meet." 

Don't  be  surprised  if  it  is  us! 


AMERICAN  HEALTH  FACILITIES 

560  Green  Bay  Road,  Winnetka,  Illinois  60093  (312)  441-6200 

DIVISION  OF  AMERICAN  HOSPITAL  SUPPLY  CORPORATION 


Who's  Where  in  Profitability 

RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

5-YMr* 

Latest          5-Year* 

Latest 

5-Year* 

Latest 

5-Vear' 

Late 

Company 

Average 

Rank 

12  Months      Average 

Rank 

12  Months 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Mo 

North  Amer  Philips 

9-5% 

597 

13.4%         7.8% 

469 

11.50/0 

Alcoa 

8.3% 

663 

12.3% 

5.7% 

676 

7.9 

Talley  Industries 

9.5 

598 

10.9             7.3 

519 

7.1 

Ludlow  Corp 

8.3 

663 

9.6 

6.6 

587 

7.1 

Havatampa  Cigar 

9.5 

599 

9.2             8.9 

403 

8.2 

Anderson-Clayton 

8.2 

665 

11.4 

7.0 

546 

9.4 

Kroger 

9.5 

599 

11.4             8.1 

451 

8.3 

Riegel  Textile 

8.2 

666 

12.4 

5.8 

662 

8.4 

Castle  &  Cooke 

9.5 

601 

12.9             7.1 

532 

9.2 

Consumers  Power 

8.2 

667 

4.9 

4.7 

744 

3.3 

FWWoolworth 

9.5 

'602 

8.2             7.6 

495 

6.4 

Norton 

8.2 

667 

13.3 

7.3 

517 

11.4 

DeSoto 

9.4  , 

|  603 

9.6             8.3 

438 

8.6 

Bethlehem  Steel 

8.0 

669 

12.1 

6.6 

589 

9.4 
9.7 

National  Airlines 

9.4 

I  604 

16.6             5.0 

721 

7.7 

Celanese 

8.0 

670 

15.2 

5.7 

670 

So  New  England  Tel 

9.4 

I  605 

9.5             6.0 

648 

5.5 

Amer  Hoist  &  Derrick 

8.0 

671 

12.9 

5.5 

691 

7.0 

Niagara  Mohawk  Pwr 

9.4 
9.4 

|  606 
|  607 

9.2             4.8 
10.5             8.1 

739 
451 

4.5 
9.2 

GC  Murphy 

7.9 

672 

7.9 

6.5 

595 

6.3 

Borg-Warner 

American  Stores 

7.9 

673 

12.4 

6.8 

568 

10.2 

Westinghouse  Elec 

9.4 

'607 

6.5             7.7 

479 

5.3 

Kayser-Roth   : 

7.8 

674 

5.2 

5.7 

674 

4.4 
2.9 

Saxon  Industries 

9.3 

'  609 

8.3             7.8 

473 

5.4 

Alexander's 

7.7 

675 

3.0 

4.9 

725 

General  Host 

9.3 

:  610 

9.4             4.4 

747 

4.8 

GAF 

7.7 

676 

11.7 

5.4 

698 

7.6 

Fedders 

9.3 

1611 

def             6.9 

562 

def 

Central  Steel  &  Wire 

7.7 

677 

9.1 

7.3 

526 

8.7 

Globe-Union 

9.2 

612 

12.3             8.0 

459 

9.0 

Carson  Pirie  Scott 

678 

9.6 

5.4 

696 

6.4 

Potlatch 

9.2 

I  612 

19.1             7.0 

549 

13.4 

Hammermill  Paper 

678 

17.7 

5.3 

704 

10.4 

RCA 

9.2 

1  614 

14.8             6.1 

632 

9.2 

American  Natl  Finl 

7.6 

680 

9.5 

7.6 

487 

9.5 

Duke  Power 

9.2 

615 

8.9             4.8 

738 

4.3 

Ex-Cell-0 

7.6 

680 

10.7 

6.3 

614 

9.0 

Amsted 

9.1 

j  616 

11.8             8.7 

410 

11.3 

General  Cigar 

7.6 

682 

6.4 

6.4 

604 

6.0 

Consol  Natural  Gas 

9.1 

i  617 

8.2             6.2 

619 

5.5 

J  Weingarten 

7.6 

683 

11.4 

6.5 

591 

7i 

Cook  United 

9.1 

?  617 

2.6             6.1 

637 

2.7 

Allied  Products 

7.5 

684 

14.0 

5.2 

714 

7  J 

Scott  Paper 

9.1 

!  617 

12.9             7.2 

528 

9.7 

Flintkote 

7.5 

684 

7.5 

5.9 

653 

61 

Seagram 

9.1 

I  620 

10.1             7.6 

493 

8.0 

Vornado 

7.5 

684 

5.8 

5.4 

692 

4.1 

Atlantic  Richfield 

9.1 

;  621 

15.1             7.6 

495 

11.7 

Interpace 

7.5 

687 

8.6 

6.4 

609 

7.] 

Magnavox 

9.1 

1  621 

1.6             8.5 

425 

2.0 

Seaboard  Coast  Line 

7.5 

688 

10.2 

5.4 

699 

6.3 

Kimberly-Clark 

9.1 

1623 

16.1             7.4 

508 

12.2 

Arthur  G  McKee 

7.5 

689 

17.3 

6.2 

617 

i4.e 

WR  Grace 

9.1 

?624 

16.6             7.1 

539 

11.2 

Consolidated  Edison 

7.5 

690 

7.9 

4.4 

747 

4.4 

Burlington  Inds 

9.0 

I  625 

12.2             7.0 

548 

8.9 

Pennwalt 

7.5 

691 

11.0 

6.6 

583 

8.; 

Continental  Can 

9.0 

|  626 

16.4            6.9 

;  555 

11.3 

Cerro 

7.4 

692 

11.1 

6.7 

577 

10.C 

Evans  Products 

9.0 

626 

def            6.3 

,  611 

def 

Transamerica 

7.4 

692 

7.2 

5.0 

721 

5.1 

Continental  Corp 

9.0 

1628 

8.1             8.4 

433 

7.7 

Babcock  &  Wilcox 

7.4 

694 

10.6 

6.6 

583 

8.7 

Hilton  Hotels 

9.0 

j  629 

7.8             6.0 

647 

5.3 

United  Merch  &  Mfrs 

7.4 

695 

10.2 

5.8 

659 

7.. 

Federal-Mogul 

9.0 

1630 

11.3             8.0 

456 

9.1 

Signal  Companies 

7.4 

696 

25.6 

6.0 

640 

17.J 

City  Investing 

8.9 

1  631 

6.1             6.5 

593 

4.5 

Uniroyal 

7* 

696 

8.1 

5.1 

715 

5. 

St  Regis  Paper 

8.9 

1631 

15.7             6.5 

:  593 

10.5 

United  States  Steel 

7.4 

698 

14.7 

5.8 

661 

11. j 

Fibreboard 

8.9 

^633 

13.6             5.7 

665 

8.4 

Kaiser  Steel 

7.4 

699 

17.4 

4.9 

726 

10.4 

Wheelabrator-Frye 

8.9 

i634 

12.1             7.1 

\  536 

9.4 

National  City  Lines 

7.4 

699 

8.1 

5.2 

709 

5.3 

Mead 

8.8 

*635 

21.1             6.4 

606 

11.6 

Stokely-Van  Camp 

7.3 

701 

9.7 

6.4 

606 

/.c 

National  Steel 

8.8 

/635 

15.5             6.9 

|  555 

11.1 

Kaiser  Alum  &  Chem 

7.3 

702 

15.8 

4.8 

737 

8.1 

Fairmont  Foods 

8.8 

j  637 

10.3             7.1 

)  537 

7.6 

Cyclops 

7.3 

703 

18.2 

5.2 

707 

10.3 

Pacific  Lighting 

8.8 

?638 

8.1             5.6 

680 

5.1 

Walter  Kidde 

7.2 

704 

13.7 

6.1 

629 

9.f 

Southern  Railway 

8.8 

639 

11.6             5.4 

695 

6.5 

Tappan 

7.1 

705 

def 

5.6 

680 

de 

Hart  Schaff  &  Marx 

8.7 

3  640 

8.8             7.4 

513 

7.5 

United  Aircraft 

7.1 

706 

13.6 

6.0 

643 

12.1 

Armco  Steel 

8.7 

|641 

16.6             6.4 

606 

10.7 

Reliance  Group 

7.0 

707 

1.4 

5.2 

711 

4.! 

Mohasco 

8.6 

642 

8.4             6.8 

•  572 

6.3 

Midland-Ross 

7.0 

708 

13.6 

5.7 

673 

9'. 

Allegheny  Ludlum  Ind 

8.6 

643 

21.0             6.5 

596 

11.8 

Airco 

6.9 

709 

10.3 

4.5 

745 

6.: 

Pet 

8.6 

644 

9.9             6.7 

577 

7.5 

Allegheny  Airlines 

6.9 

710 

17.3 

4.7 

742 

/.: 

A-T-0 

8.6 

645 

11.0 

6.3 

,  613 

7.2 

General  Dynamics 

6.9 

710 

11.3 

5.5 

688 

8.(1 

Arvin  Industries 

8.6 

645 

5.5 

6.4 

603 

4.5 

Armstrong  Rubber 

6.9 

712 

5.4 

5.3 

706 

4< 

Interlake 

8.5 

647 

16.6 

7.1 

540 

13.2 

West  Point-Pepperell 

6.9 

713 

12.0 

6.4 

609 

10.' 

Federal  Co 

8.5 

648 

12.9 

7.5 

501 

11.4 

Standard  Oil  Ohio 

6.9 

714 

9.6 

6.1 

637 

/: 

Northwest  Airlines 

8.5 

649 

13.2 

5.6 

678 

8.2 

Questor 

6.8 

715 

def 

6.2 

618 

de 

Sherwin-Williams 

8.5 

649 

11.5 

6.8 

572 

8.9 

A  0  Smith 

6.8 

716 

4.5 

5.9 

649 

4 

Detroit  Edison 

8.5 

651 

7.2 

4.8 

739 

4.1 

Intl  Harvester 
M  Lowenstein  &  Sons 

6.8 

716 

8.9 

5.8 

662 

/.: 

Fairchild  Industries 

8.4 

652 

6.2 

6.0 

640 

4.7 

6.7 

718 

7.8 

5.7 

676 

5.' 

Dravo 

8.4 

653 

12.1 

6.9 

559 

8.3 

Sav-A-Stop 

6.6 

719 

def 

6.5 

591 

de 

DiGiorgio 

8.4 

654 

2.7 

6.1 

636 

2.6 

Lykes-Youngstown 

6.6 

720 

28.9 

4.3 

754 

y< 

Nationwide  Corp 

8.4 

654 

10.2 

8.9 

395 

10.5 

Cone  Mills 

6.6 

721 

10.5 

6.2 

622 

9 

Hanes 

8.4 

656 

10.3 

6.9 

559 

7.5 

Interstate  Brands 

6.6 

722 

5.8 

5.2 

70/ 
712 

4 
/ 

WT  Grant 

8.3 

657 

0.9 

7.3 

522 

1.4 

Sundstrand 

6.5 

723 

12  1 

5.2 

Bemis 

8.3 

658 

16.0 

6.6 

585 

10.7 

Phillips-Van  Heusen 

6.5 

724 

1.4 

5.1 

71/ 

1 

Allied  Stores 

8.3 

659 

10.3 

5.4 

696 

6.3 

Reynolds  Metals 

6.5 

724 

18.7 

4.0 

770 

8 

A  E  Staley  Mfg 

8.3 

660 

13.7 

7.5 

498 

11.7 

American  Can 

6.4 

726 

13.9 

4.9 

729 

9 

Dayton  Hudson 

8.3 

660 

8.3 

6.1 

632 

5.8 

Massey-Ferguson 

6.4 

727 

12.8 

5.4 

700 

9. 

National  Gypsum 

8.3 

660 

9.8 

6.9 

562 

8.0 

Morrison-Knudsen 

6.3 

728 

101 

58 

662 

9 

- 

"The  average  return  may  be  less  than 

a  5 -year 

period  as       (noted  in 

ndividua 

Yardsticks. 

def— Deficit. 
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Who's  Where  in  Profitability 


RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

5-Yaar* 

Latest 

5-Year* 

Latest 

5-Year' 

Latest 

5-Year« 

Lates 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Union  Pacific 

6.3% 

729 

9.2% 

4.9% 

731 

6.7% 

National  Industries 

2.3% 

794 

18.0% 

3.6% 

776 

11.5% 

neral  Instrument 

6.3 

730 

9.7 

5.0 

723 

6.4 

ConAgra 

2.3 

796 

def 

4.9 

727 

def 

Cluett,  Peabody 

6.2 

731 

3.8 

5.9 

657 

4.1 

Pneumo  Corp 

2.2 

797 

15.1 

3.3 

782 

10.2 

Chemetron 

6.2 

732 

13.2 

5.1 

715 

9.5 

White  Motor 

2.0 

798 

13.1 

2.3 

803 

9.0 

Cannon  Mills 

6.1 

733 

4.6 

6.1 

629 

4.5 

Great  Atl  &  Pac  Tea 

1.7 

799 

4.6 

1.8 

813 

4.6 

Southern  Pacific 

6.1 

734 

7.2 

4,3 

756 

4.8 

Avco 

1.7 

800 

1.7 

4.1 

762 

4.1 

Grand  Union 

6.0 

735 

1.4 

5.6 

678 

1.7 

Marathon  Mfg 

1.7 

801 

def 

3.0 

793 

def 

Fairchild  Camera 

6.0 

736 

23.2 

5.7 

674 

17.8 

F  &  M  Schaefer 

1.6 

802 

1.1 

3.0 

791 

2.7 

iversal  Oil  Prods 

6.0 

737 

20.4 

4.2 

759 

12.7 

Bergen  Brunswig 

1.4 

803 

2.9 

4.0 

766 

4.8 

Macmillan 

5.9 

738 

7.2 

5.2 

713 

6.3 

Foodarama  Supermkts 

1.4 

804 

19.6 

1.8 

811 

13.4 

Koehring 

5.9 

739 

4.4 

5.3 

702 

4.0 

Whittaker 

0.6 

805 

2.8 

2.1 

807 

3.0 

Pitney-Bowes 

5.8 

740 

18.1 

5.0 

718 

11.6 

Trans  World  Airlines 

0.6 

806 

def 

2.1 

805 

def 

•eling-Pitts  Steel 

5.8 

741 

18.4 

4.9 

729 

12.0 

Boise  Cascade 

0.5 

807 

14.9 

1.4 

817 

9.4 

Republic  Steel 

5.8 

742 

12.8 

4.9 

731 

10.0 

Libby,  McNeill 

0.3 

808 

8.9 

1.0 

822 

7.2 

ita  Fe  Industries 

5.7 
5.7 

743 
744 

9.1 
8.0 

4.3 
4.4 

752 
746 

6.5 
4.9 

Grolier 

0.1 

809 

def 

2.5 

801 

def 

III  Central  Inds 

Anaconda 

def 

810 

10.9 

0.4 

825 

8.7 

pies  Drug  Stores 

5.6 

745 

4.3 

4.8 

741 

3.8 

American  Standard 

def 

811 

12.7 

2.8 

795 

8.4 

MGM 

5.6 

746 

16.9 

4.3 

755 

8.7 

Grumman 

def 

812 

20.2 

def 

836 

10.8 

B  F  Goodrich 

5.5 

747 

7.9 

5.0 

718 

6.5 

Chicago  Milwaukee 

def 

813 

2.8 

0.7 

823 

2.4 

Springs  Mills 

5.4 
5.4 

748 
749 

8.5 
7.2 

4.7 
3.5 

742 
777 

6.4 
4.1 

Bangor  Punta 

def 

814 

def 

1.9 

810 

def 

itinental  Airlines 

Genesco 

def 

815 

5.8 

1.7 

815 

4.9 

lfort  of  Colorado 

5.4 

749 

def 

5.7 

665 

def 

National  Homes 

def 

816 

def 

2.3 

802 

def 

ilk  &  Western  Ry 

5.4 

751 

11.7 

3.4 

778 

6.2 

City  Stores 

def 

817 

def 

0.4 

827 

def 

Chrysler 

5.3 

752 

3.5 

4.8 

736 

3.3 

Lockheed  Aircraft 

def 

818 

6.0 

1.5 

816 

4.5 

me  Consolidated 

5.3 
5.2 

753 
754 

13.4 
11.9 

4.4 
4.9 

750 
728 

9.5 
10.2 

United  Brands 

def 

819 

def 

1.3 

820 

def 

(aiser  Industries 

Borman's 

def 

820 

1.4 

def 

829 

2.1 

National  Kinney 

5.2 

755 

2.1 

9.0 

381 

2.0 

Eastern  Air  Lines 

def 

821 

def 

1.4 

818 

def 

USM 

5.1 

756 

9.6 

4.4 

749 

7.1 

CNA  Financial 

def 

822 

def 

1.7 

814 

def 

Shop  Rite  Foods 

5.0 

757 

7.5 

5.5 

687 

6.4 

Intl  Basic  Economy 

def 

823 

def 

3.0 

790 

def 

Bunker-Ramo 

5.0 
5.0 

758 
759 

3.1 

def 

5.4 
4.2 

692 
758 

4.1 
def 

American  Airlines 

def 

824 

2.6 

0.4 

826 

2.4 

Daylin 

Diversified  Inds 

def 

825 

2.7 

def 

828 

3.5 

Control  Data 

4.9 

760 

3.8 

4.1 

762 

3.5 

Automation  Inds 

def 

826 

def 

def 

833 

def 

tuis-San  Fran  Ry 

4.8 

761 

6.3 

3.3 

781 

3.9 

American  Bakeries 

def 

827 

def 

def 

830 

def 

Food  Fair  Stores 

4.8 

762 

6.7 

4.2 

757 

5.2 

Penn  Fruit 

def 

828 

def 

def 

838 

def 

lattan  Industries 

4.8 
4.6 

763 
764 

def 
10.2 

4.8 
4.2 

734 
761 

1.1 
8.4 

Wean  United 

def 

829 

3.6 

1.1 

821 

4.2 

er  Chain  &  Cable 

Arlen  Realty  &  Dvpt 

def 

830 

def 

2.1 

806 

def 

J  P  Stevens 

4.6 

765 

11.1 

3.9 

772 

8.6 

E  T  Barwick  Inds 

def 

830 

def 

def 

831 

def 

Boeing 

4.5 

766 

7.5 

4.0 

.769 

7.0 

Twentieth  Century-Fox 

def 

832 

3.5 

def 

835 

2.8 

cinnati  Milacron 

4.5 

766 

8.3 

4.1 

764 

6.9 

Allied  Supermarkets 

def 

833 

def 

0.6 

824 

def 

or  Comptometer 

4.3 
4.3 

768 
769 

5.3 
13.5 

4.3 
3.9 

751 
773 

5.1 
9.2 

Chicago  Rock  Island 

def 

833 

def 

def 

841 

def 

SCM 

First  Natl  Stores 

def 

835 

def 

def 

842 

def 

>ldblatt  Brothers 

4.2 

770 

2.5 

3.8 

775 

2.7 

Ampex 

def 

836 

22.8 

def 

839 

8.3 

NCR 

4.2 

771 

13.2 

4.3 

753 

8.9 

Pan  Am  World  Airways 

def 

837 

def 

def 

832 

def 

Budd 

4.1 

772 

6.5 

4.2 

760 

5.5 

Hartfield-Zodys 

def 

838 

def 

def 

834 

def 

Chessie  System 

4.1 
4.1 

773 
774 

9.2 
1.6 

3.1 
2.0 

787 
808 

5.5 
1.5 

Redman  Industries 

def 

839 

def 

1.3 

819 

def 

Rath  Packing 

Mattel 

def 

840 

8.7 

def 

843 

5.4 

Dillingham 

4.0 

775 

10.1 

3.4 

779 

6.1 

Baza'r 

def 

841 

def 

def 

837 

def 

Penn-Dixie  Inds 

3.8 

776 

7.6 

4.0 

771 

6.2 

Seatrain  Lines 

def 

842 

def 

1.9 

809 

def 

raph  Multigraph 

3.8 

777 

def 

3.9 

773 

def 

National  Tea 

def 

843 

def 

def 

847 

def 

Inmont  " 

3.7 

778 

11.2 

4.0 

766 

9.1 

Ward  Foods 

def 

844 

def 

def 

840 

def 

Allis-Chalmers  " 

3.5 

779 

5.4 

3.2 

783 

4.6 

Columbia  Pictures 

def 

845 

def 

def 

844 

def 

Olin  Corp 

3.2 

780 

11.2 

2.9 

794 

8.0 

Arden-Mayfair 

def 

846 

def 

def 

845 

def 

Dan  River 

3.1 

781 

8.3 

3.1 

788 

6.1 

Bohack 

def 

847 

def 

def 

848 

def 

Areata  National 

3.1 

782 

13.0 

4.1 

764 

8.6 

American  Export  Inds 

def 

848 

def 

def 

846 

4.7 

Western  Union 

3.1 
3.0 

783 
784 

def 
13.2 

3.0 
2.7 

789 
800 

def 
6.5 

LTV 

def 

849 

25.3 

3.2 

783 

8.7 

UAL 

Penn  Central 

def 

850 

def 

def 

849 

def 

H  K  Porter 

2.9 

785 

12.3 

3.3 

780 

10.3 

Franklin  Life  Ins 

•« 

** 

** 

»* 

Revere  Copper 

2.9 

786 

12.3 

2.8 

797 

6.2 

Idle  Wild  Foods 

** 

29.2 

*# 

21.7 

SCOA  Industries 

*2.8 

787 

9.6 

3.2 

785 

6.5 

MBPXL 

•• 

21.3 

** 

15.3 

arian  Associates 

2.7 

788 

6.1 

2.7 

798 

5.7 

Miss  River  Corp 

** 

35.2 

** 

7.6 

Litton  Industries 

2.7 

789 

def 

3.2 

786 

def 

Northeast  Petroleum 

•* 

27.2 

** 

15.4 

American  Motors 

2.6 

790 

7.4 

1.8 

812 

7.2 

Pennzoil 

** 

27.6 

** 

12.0 

McLouth  Steel 

2.6 

791 

13.8 

2.8 

796 

9.7 

Republic  Natl  Life 

** 

** 

»* 

** 

Thriftimart 

2.5 

792 

7.3 

2.7 

799 

6.7 

Union  Bancorp 

** 

13.5 

s* 

10.5 

Curtiss-Wright 

2.3 

793 

5.8 

3.0 

791 

5.8 

United  Gas  Pipe  Line 

** 

16.8 

*» 

7.4 

lington  Northern 

2.3 

794 

5.9 

2.2 

804 

4.3 

wrage  return  may  be  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks.         ••  Not  available;  not  ranked.        def— Deficit. 
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Who's  Where 
In  Growth 


Keep  in  mind  double-digit  inflation 
as  you  read  over  this  year's  sales  and 
earnings  growth  rankings.  In  sheer 
numbers,  the  growth  looks  impressive, 
but  many  of  the  gains  were  a  product 
of  inflation  and  of  temporary  short- 
ages, not  of  true  growth. 

Remember,  for  example,  that  while 
the  economy's  overall  inflation  rate 
ran  about  12%  last  year,  price  in- 
creases for  many  industries  and  in- 
dividual companies  ran  much  high- 
er. That's  why  you  will  find  so  many 
food  processors,  meat-packers  and  oil 
companies  at  the  top  of  the  growth 
rankings.  And  why  some  of  the  1974 
growth  rates,  compared  with  a  1971- 
73  base  period,  look  so  high. 

Bear  this  in  mind  also:  Long  term, 
profits    have    not    been    keeping    up 


with  sales.  Among  the  859  companies 
on  this  list,  the  median  five-year  an- 
nual earnings  growth  was  only  5.8%* 
compared  with  sales  growth  of  11%. 
What's  more,  seven  of  every  eight 
companies  on  the  list  had  an  annual 
earnings  growth  rate  that  was  lower 
than  last  year's  inflation  rate. 

So  much,  then,  for  the  huge  prof- 
it gains  by  U.S.  industry.  Individual 
companies  were  keeping  ahead  of  in- 
flation, but  most  were  not. 

The  most  volatile  figures  on  the  list 
are  those  showing  1974  growth  trends 
vs.  a  three-year  1971-73  base  period. 
A  good  many  companies  showed  up 
very  well  in  trend,  thanks  to  the 
stepped-up  inflation;  but  don't  expect 
those  gains  to  repeat  in  1975.  Look 
what   happened   last   year   to   compa- 


nies like  Levitz  Furniture,  Champion 
Homes  and  Bath  Industries.  They 
were  growth  leaders  over  the  longer 
period,  but  fell  badly  from  grace  in 
the  1974  trend  figures.  In  these  cases, 
the  trend  tells  the  truer  tale. 

The  growth  figures  alone  can  be 
misleading  in  many  cases.  They  make 
massive  Allis-Chalmers  (ranked  33rd) 
and  conglomerate  City  Investing 
(45th)  look  pretty  good.  But  in  the 
profitability  ranking  ("Who's  Where 
In  Profitability,"  p.  51 )  both  ranked 
low,  779th  and  631st,  respectively. 
That's  because  Allis-Chalmers  is 
growing  from  a  low,  low  profit  base, 
and  because  City  Investing's  growth 
has  come  from  tacking  on  acquisitions. 

So  don't  read  these  numbers  in  a 
vacuum.  To  properly  use  this  issue 
of  Forbes  as  a  tool  for  investment 
or  business  management,  one  must 
look  at  the  whole  picture  on  any  given 
company:  its  growth,  its  profitability, 
its  relative  ranking  in  its  own  indus- 
try—and the  editors'  comments  in  the 
various  industry  articles.   ■ 


Who's  Where  in  Growth 


EARNINGS  PER  SHARE 

SALES 

EARNINGS  PER  SHARE 

SALES 

5-Year* 

1974t  v. 

»         5-Year* 

1974tw 

5-Year* 

1974tvs         5-Year' 

197 

Company 

Average 

Rank 

1971-73 

Average 

Rank 

1971-73 

Company 

Average 

Rank 

1971-73 

Average 

Rank 

197 

Idle  Wild  Foods 

70.2% 

1 

121.8°/( 

,        30.2% 

35 

36.0% 

Loews 

26.2% 

36 

0.4* 

I        29.2% 

41 

1 

Peavey 

65.7 

2 

174.6 

13.5 

267 

71.2 

MGM 

25.7 

37 

193.5 

-2.7 

848 

27 

Gt  Western  Financial 

57.4 

3 

-1.9 

11.6 

371 

26.8 

Roadway  Express 

25.5 

38 

41.3 

18.4 

137 

33 

Northeast  Petroleum 

57.2 

4 

42.8 

35.5 

21 

146.5 

Schering-Plough 

25.0 

39 

464 

14.9 

220 

31 

Charter  Company 

55.8 
51.4 

5 
6 

308.7 
282.3 

45.2 
29.1 

6 
42 

132.6 
124.7 

American  Intl  Group 

25.0 

40 

45.9 

16.9 

173 

37 

Cook  Industries 

Lowe's  Companies 

24.1 

41 

50.9 

23.4 

77 

47 

NVF 

48.7 

7 

369.1 

12.6 

307 

48.2 

Travelers 

24.1 

42 

27.9 

9.8 

516 

16 

Tesoro  Petroleum 

47.5 

8 

290.8 

52.8 

4 

139.5 

Fisher  Foods 

23.8 

43 

41.8 

24.6 

67 

56 

Blount 

45.4 

9 

-8.7 

19.0 

127 

34.9 

Seaboard  Allied  Mill 

23.3 

44 

13.7 

12.2 

335 

113 

Reserve  Oil  &  Gas 

45.2 
42.9 

10 
11 

163.0 
-2.6 

37.4 
1.6 

16 
836 

142.0 
6.6 

City  Investing 

22.9 

45 

-33.8 

43.2 

7 

19 

Fairchild  Industries 

General  Reinsurance 

22.8 

46 

17.3 

14.3 

237 

18 

Esmark 

39.4 

12 

70.7 

4.1 

809 

32.4 

USLIFE 

22.6 

47 

28.3 

9.7 

520 

13 

Fleetwood  Enterprises 

39.1 

13 

-61.5 

41.7 

11 

16.6 

Yellow  Freight  System 

22.5 

48 

47.7 

18.6 

135 

47 

Pennzoil 

37.4 

14 

198.4 

27.0 

51 

82.3 

Pittston 

22.5 

49 

224.3 

13.6 

263 

64 

Comsat 

37.2 
37.1 

15 
16 

56.8 
65.5 

28.0 
24.6 

48 
66 

24.5 
59.8 

Winnebago  Industries 

22.4 

50 

P-D 

42.1 

8 

-42 

Louisiana-Pacific 

Tandy 

22.4 

51 

50.7 

36.9 

17 

39 

Levitz  Furniture 

36.5 

17 

-36.3 

52.7 

5 

25.8 

Govt  Employees  Ins 

22.2 

52 

7.6 

18.2 

141 

19 

Centex 

35.1 

18 

-5.6 

25.2 

62 

6.7 

Tiger  International 

22.0 

53 

-5.2 

24.6 

68 

29 

MBPXL 

34.7 

19 

78.2 

20.9 

106 

26.4 

Northwest  Industries 

22.0 

54 

97.2 

3.9 

811 

55 

McDonald's 

34.4 
33.6 

20 
21 

64.3 
-97.1 

31.8 
34.0 

29 
25 

65.2 
-0.7 

Intl  Minerals  &  Chem 

22.0 

55 

341.1 

10.1 

493 

92 

Champion  Home 

S  S  Kresge 

21.8 

56 

25.0 

21.8 

99 

38 

Bath  Industries 

30.8 

22 

-44.4 

16.0 

196 

23.0 

Seaboard  Coast  Line 

21.7 

57 

42.2 

20.3 

112 

29 

Fedl  Natl  Mortgage 

30.7 

23 

18.4 

36.1 

19 

31.5 

Maremont 

21.5 

58 

-32.0 

5.5 

762 

-81 

Digital  Equipment 

30.4 

24 

145.2 

39.9 

13 

126.1 

DEKALB  AgResearch 

20.9 

59 

62.5 

18.2 

142 

9.1 

Archer-Danls-Midland 

30.4 

25 

105.1 

18.2 

139 

40.6 

Browning-Ferris  Inds 
American  Express 

20.5 
20.3 

60 
61 

31.8 
28.0 

28.6 
12.2 

44 
333 

1 

Jack  Eckerd 

30.0 

26 

53.8 

35.9 

20 

80.0 

Daniel  International 

29.6 

27 

41.8 

22.2 

93 

73.2 

Ohio  Casualty 

20.3 

62 

0.4 

12.6 

305 

12 

Skyline 

29.5 

28 

-55.3 

24.1 

72 

-10.8 

Masonite 

20.1 

63 

12.2 

17.9 

147 

4) 

Connecticut  General 

28.3 

29 

17.5 

10.3 

473 

17.9 

Philip  Morris 

19.9 

64 

29.6 

19.5 

122 

34 

Rite  Aid 

27.9 
27.7 

30 
31 

-21.5 
165.4 

36.9 
17.1 

18 
168 

43.8 
96.2 

Utah  International 

19.9 

65 

84.1 

18.9 

130 

m 

Murphy  Oil 

Pac  Gamble  Robinson 

19.7 

66 

86.6 

8.2 

624 

1 . 

American  Financial 

27.4 

32 

36.4 

65.5 

2 

232.1 

Intl  Foodservice 

19.5 

67 

-54.0 

90.5 

1 

41  ' 

Allis-Chalmers 

27.0 

33 

106.7 

5.0 

784 

22.0 

American  Natl  Finl 

19.4 

68 

33.5 

3.8 

813 

1( 

U  S  Home 

26.5 

34 

-52.5 

65.0 

3 

19.0 

INA 

19.3 

69 

-6.3 

16.7 

178 

■ 

Kane-Miller 

26.2 

35 

77.2 

30.5 

34 

45.9 

Continental  Corp 

19.3 

70 

-9.0 

6.0 

742 

' 

'The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks.         fLatest  12  months. 
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GEORGIA 
MOVES  THE  SOUTH. 


Georgia  is  the  transportation  and  dis- 
tribution center  of  the  Southeast,  with 
extensive  rail,  trucking,  air  and  deep- 
water  facilities. 

Mail  in  the  coupon  and  we'll  tell 
you  more. 

But  we  won't  stop 
there.  Our  department 
will  prepare  a  complete 
site  selection  program 
based  on  your  particular  I 
requirements.  I 

In  addition,  we'll  ■ 
work  closely  with  all  the  ■ 
other  state-wide  devel-  I 
opers.  To  accumulate  ' 
and  analyze  data  on 


i 


Georgia  Department  of  Community  Development    vSio/v 
Industry  &  Trade  Division.  Dept.  FB-53  qVrs,.0/<" 

Box  38097  j    jffh  g 

Atlanta.  Georgia  30334  %  ii  <? 

Name 


Title. 


Company . 


Street. 


City. 


.State 


I 

1 


GEORGIA. 

WE  MEAN  BUSINESS. 


manpower,  labor,  training,  site  and 
building  information,  financial  require- 
ments, utilities,  taxes,  transportation, 
marketing  assistance,  supply  sources, 
community  resources. 

Then  we'll  submit  honest  appraisals 
on  suitable  ^cations, 
arrange  for  your  per- 
sonal inspection,  and 
further  assist  in  any 
way  possible. 

No  cost.  No  obliga- 
tion. Complete  confiden- 
tiality and  efficiency. 

Georgia  wants  your 
business.  We'll  move 
I  quickly  to  get  it. 

j 


.Zip  . 


1 
i 
I 
I 
I 
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EARNINGS  PER  SHARE 

SALES 

EARNINGS  PER  SHARE 

SALES 

5-Year* 

1974t 

«         5-Year* 

1974t  w 

5-Year* 

1974t  vs 

5-Year* 

1974t  vs 

Company 

Average 

Rank 

1971-73          Average 

Rank 

1971-73 

Company 

Average 

Rank 

1971-73 

Average 

Rank 

1971-73 

Johnson  &  Johnson 

19.0% 

71 

34.9%        13.7% 

255 

37.4% 

Nash  Finch 

14.0% 

136 

58.3% 

10.9% 

432 

43.50/q 

W  W  Grainger 

18.9 

72 

46.2 

17.5 

157 

49.1 

Southwestern  Life 

13.9 

137 

27.3 

5.7 

756 

8.4 

Longs  Drug  Stores 

18.8 

73 

23.7 

18.7 

133 

30.7 

Texas  Instruments 

13.9 

138 

66.5 

11.6 

370 

52.6 

Baxter  Laboratories 

18.7 

74 

42.5 

23.1 

81 

49.2 

Malone  &  Hyde 

13.9 

139 

41.9 

13.5 

265 

44.5 

Chicago  Bridge  &  Iron 

18.7 
18.4 

75 
76 

-16.0 
54.8 

8.3 
31.7 

621 
30 

7.0 
64.9 

Teledyne 

13.8 

140 

59.0 

18.0 

146 

30.0 

Sysco 

Willamette  Inds 

13.7 

141 

73.6 

16.3 

188 

44.6 

Marriott 

18.3 

77 

36.5 

22.6 

86 

52.0 

Deere 

13.7 

142 

37.2 

9.7 

525 

46.1 

Aetna  Life  &  Cas 

18.2 

78 

7.3 

9.8 

511 

14.7 

Ralph  M  Parsons 

13.7 

143 

54.6 

10.0 

501 

2.5 

AMF 

18.2 

79 

-28.5 

11.7 

365 

13.7 

IBM 

13.7 

144 

40.0 

12.4 

322 

31.5 

Jim  Walter 

17.8 
17.8 

80 
81 

48.4 
-21.9 

27.3 
14.8 

49 
223 

48.7 
28.3 

Univar 

13.7 

145 

270.5 

13.1 

285 

48.7 

Kemper  Corp 

Mercantile  Stores 

13.7 

146 

25.1 

11.7 

369 

22.6 

Burroughs 

17.7 

82 

36.8 

13.8 

250 

31.3 

Combined  Insurance 

13.7 

147 

28.7 

12.7 

302 

22.5 

Amerada  Hess 

17.6 

83 

89.2 

20.7 

108 

125.3 

Air  Prods  &  Chems 

13.6 

148 

100.2 

16.6 

182 

59.6 

Zapata 

17.5 

84 

97.7 

28.1 

46 

48.6 

Continental  Illinois 

13.5 

149 

19.8 

33.6 

26 

123.3 

Lubrizol 

17.5 
17.4 

85 
86 

63.7 
-65.9 

14.2 
8.3 

242 
621 

52.2 
19.1 

Bluebird 

13.5 

150 

28.9 

31.4 

32 

29.2 

Amer  Re-Insurance 

Dow  Chemical 

13.5 

150 

152.6 

13.8 

252 

80.3 

Dillon  Companies 

17.4 

87 

62.0 

25.9 

56 

84.0 

Mobil  Oil 

13.5 

152 

80.1 

13.0 

289 

74.8 

Crane 

17.4 

88 

252.5 

15.3 

211 

28.1 

Amer  Broadcasting 

13.4 

153 

54.6 

7.1 

691 

8.6 

Citicorp 

17.0 

89 

34.6 

29.1 

43 

98.4 

Kaufman  &  Broad 

13.4 

153 

P-D 

31.6 

31 

-20.1 

VFCorp 

17.0 
17.0 

90 
91 

38.3 
76.0 

15.2 
17.0 

215 
170 

23.9 
36.1 

Blue  Bell 

13.4 

155 

31.5 

19.0 

127 

46.7 

Schlumberger 

Northwestern  Steel 

13.4 

156 

76.1 

12.1 

338 

76.1 

Jefferson  Pilot 

16.9 

92 

28.0 

11.3 

389 

20.3 

Brockway  Glass 

13.3 

157 

8.1 

11.8 

357 

23.2 

Weyerhaeuser 

16.8 

93 

60.1 

13.8 

251 

42.5 

Dover  Corp 

13.3 

158 

44.7 

13.1 

282 

50.4 

Xerox 

16.8 

94 

28.1 

25.5 

58 

38.0 

Cyprus  Mines 

13.3 

159 

58.7 

18.6 

136 

57.1 

Provident  Life  &  Ace 

16.7 
16.7 

95 
96 

29.4 
-22.6 

14.5 
13.1 

230 
284 

21.5 
20.3 

Southland  Corp 

13.2 

160 

33.2 

17.6 

156 

27.2 

Crum  &  Forster 

Hoerner  Waldorf 

13.1 

161 

61.0 

14.9 

221 

45.3 

Marcor 

16.7 

97 

83.0 

10.7 

455 

31.2 

Ferro 

13.1 

162 

20.8 

12.3 

325 

42.4 

Jos  Schlitz  Brewing 

16.5 

98 

33.5 

14.0 

244 

29.9 

Wetterau 

13.1 

163 

23.0 

17.5 

158 

36.0 

AMP 

16.3 

99 

38.1 

16.5 

184 

51.7 

CFS  Continental 

13.1 

164 

34.5 

23.4 

78 

61.4 

Saga  Corp 

16.3 
16.2 

99 
101 

10.6 
185.5 

22.4 
17.8 

90 
149 

66.4 
167.8 

Reichhold  Chemicals 

13.0 

165 

297.9 

12.7 

304 

93.9 

American  Petrofina 

Scrivner 

12.9 

166 

82.9 

15.5 

206 

93.3 

Knight-Ridder  News 

16.2 

102 

7.8 

19.8 

118 

21.7 

Fischbach  &  Moore 

12.9 

167 

21.4 

19.9 

117 

47.8 

Nationwide  Corp 

15.9 

103 

39.6 

13.2 

279 

15.8 

MCA 

12.9 

168 

128.0 

11.1 

412 

67.5 

Fed-Mart 

15.9 

104 

79.1 

12.5 

316 

29.8 

Coca-Cola 

12.8 

169 

18.3 

12.4 

323 

24.5 

Leaseway  Transports 

15.7 
15.7 

105 
106 

12.2 
40.0 

13.7 
14.7 

256 
226 

21.8 
28.3 

Black  &  Decker 

12.8 

170 

50.7 

18.2 

140 

81.8 

Eli  Lilly 

Perkin-Elmer 

12.8 

170 

20.3 

12.0 

343 

42.8 

Anderson-Clayton 

15.7 

107 

63.7 

4.8 

791 

37.8 

Commercial  Metals 

12.8 

172 

329.6 

14.8 

225 

132.6 

Genuine  Parts 

15.6 

108 

29.4 

15.1 

217 

22.4 

Avon  Products 

12.7 

173 

0.9 

15.4 

209 

22.1 

J  P  Morgan  &  Co 

15.4 

109 

23.4 

22.6 

86 

99.7 

Carnation 

12.7 

174 

31.8 

94 

543 

41.8 

Certain-teed  Prods 

15.4 
15.2 

110 
111 

-61.0 
-0.4 

18.8 
15.1 

131 
219 

39.3 
-0.4 

Lone  Star  Gas 

12.7 

175 

38.0 

9.2 

556 

51.5 

Turner  Construction 

NCNB 

12.7 

175 

2.2 

344 

24 

84.4 

Revco  D  S 

14.9 

112 

27.5 

30.0 

37 

86.8 

Iowa  Beef  Processors 

12.6 

177 

101.8 

19.1 

124 

12.2 

First  Intl  Bshs 

14.9 

113 

28.8 

41.7 

9 

1324 

Union  Camp 

12.6 

178 

106.9 

12.7 

300 

40.2 

Hewlett-Packard 

14.9 

113 

99.3 

17.6 

154 

67.4 

Oxford  Industries 

12.6 

179 

70.6 

10.7 

448 

43.6 

Houston  Natural  Gas 

14.9 
14.9 

113 
113 

78.7 
14.6 

25.4 
21.8 

59 

100 

76.1 
26.9 

Crown  Cork  &  Seal 

12.5 

180 

32.5 

11.3 

394 

41.4 

Lucky  Stores 

Standard  Oil  Ind 

12.5 

181 

122.3 

11.1 

414 

65.5 

Amer  Beef  Packers 

14.8 

117 

148.2 

40.7 

12 

70.2 

McDonnell-Douglas 

12.4 

182 

3.8 

-1.0 

846 

15.8 

McLean  Trucking 

14.8 

118 

41.8 

17.9 

148 

65.8 

Georgia-Pacific 

12.3 

183 

53.6 

16.6 

182 

34.8 

Williams  Companies 

14.8 

118 

70.4 

21.2 

103 

56.3 

Flickinger 

12.3 

184 

42.4 

12.6 

307 

30.9 

Gannett 

14.7 
14.7 

120 
121 

32.3 
-12.5 

17.7 
15.7 

151 
200 

15.3 
36.0 

Melville  Shoe 

12.2 

185 

-7.0 

17.6 

155 

20.4 

H  F  Ahmanson 

Riviana  Foods 

12.2 

185 

25.6 

24.5 

70 

106.0 

McDonough 

14.7 

121 

16.9 

11.5 

380 

12.4 

Anheuser-Busch 

12.2 

187 

-17.4 

13.0 

288 

35.1 

Avis 

14.7 

123 

-43.0 

14.3 

240 

25.7 

Butler  Manufacturing 

12.2 

188 

123.4 

9.2 

557 

54.8 

First  Charter  Finl 

14.7 

123 

-17.8 

13.9 

249 

23.1 

PACCAR 

12.1 

189 

4.6 

12.9 

292 

43.2 

Oscar  Mayer 

14.6 
14.6 

125 
126 

58.6 
25.9 

12.6 
12.6 

309 
305 

29.6 
12.7 

Amer  Hospital  Supply 

12.1 

190 

28.1 

18.0 

144 

36.3 

Capital  Holding  Corp 

NLT 

12.1 

190 

21.3 

7.2 

690 

16.3 

Walt  Disney 

14.5 

127 

22.7 

18.8 

131 

45.0 

Halliburton 

12.1 

192 

75.5 

18.1 

143 

69.7 

Richmond  Corp 

14.5 

128 

2.9 

11.5 

381 

13.0 

Engelhard  Min&Chem 

12.0 

193 

152.6 

18.2 

138 

122.3 

First  Chicago  Corp 

14.5 

129 

30.7 

37.6 

15 

121.2 

Gulf  &  Western  Inds 

12.0 

194 

68.7 

17.6 

153 

33.4 

IU  International 

14.4 

130 

36.9 

16.7 

176 

48.0 

Thiokol 

11.9 

195 

90.4 

3.0 

825 

22.3    | 

Baker  Oil  Tools 

14.3 

131 

60.0 

24.4 

71 

78.2 

Chubb 

11.8 

196 

-35.8 

15.2 

214 

29.2 

Ryder  System 

14.2 

132 

-38.6 

32.9 

27 

60.4 

Kings  Dept  Stores 

11.8 

197 

12.7 

9.5 

538 

19.2 

Amfac 

14.2 

133 

76.1 

32.2 

28 

49.5 

Howard  Johnson 

11.8 

198 

-7.6 

8.3 

620 

10.8 

Norton  Simon 

14.0 

134 

6.9 

7.3 

684 

40.5 

Southwest  Forest  Inds 

11.8 

198 

20.3 

347 

23 

493 

Alco  Standard 

14.0 

135 

68.7 

41.7 

10 

48.8 

Central  Soya 

11.7 

200 

63.1 

154 

210 

7/3 

'The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks.         t  Latest  12  months. 
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. . .  where  water  is  our  most 
precious  resource . . .  where  the 
demands  of  a  growing  population 
and  expanding  industry  have 
placed  an  increasingly  heavy 
burden  on  our  world's  water 
supply . . .  and  where  it  has 
become  vital  to  locate,  recover, 
and  conserve  all  available  water 
resources.  This  is  Marley's  world. 

The  Marley  Company  and  its 
subsidiaries  are  helping  industry 
use  water  more  wisely,  so  we'll 
always  have  enough.  Marley 
water  cooling  towers  "take  the 
heat  off"  electric  power  gener- 
ation, petroleum  refining, 
chemical  processing,  and 
commercial  air  conditioning. 
Chicago  Heater  specializes  in  the 
deaeration  of  boiler  feedwater. 
EFCO  shell  and  tube  heat 
exchangers  use  water  and  other 
fluids  for  cooling  media.  Marfab 
air  cooled  heat  exchangers  ease 
the  strain  in  areas  where  water 
supplies  are  limited.  And  Layne- 
Western  locates  new  sources  of 
water. 

But  these  are  only  a  few  of  the 
ways  Marley  is  helping.  With 
more  than  50  years  of  practical 
and  technical  water  knowledge, 
you  can  expect  Marley  to  be 
meeting  the  challenges  of  the 
next  50  years.  Because,  as  our 
water  resources  become  more 
vital,  so  will  the  services  of 
The  Marley  Company. 

The  Marley  Company 
5800  Foxridge  Drive 
Mission,  Kansas  66202 


m  j|' 


MARLEY 
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Who's  Where  in  Growth 


EARNINGS  PER  SHARE 

SALES 

EARNINGS  PER  SHARE 

■1 

5-Year* 

9 

5-Year' 

1974t vs 

5 -Year* 

1974t  vs 

5-Year' 

1974f  vs 

1974+  vs 

Company 

Average 

Rank 

1971-73 

Average 

Rank 

1971-73 

Company 

Average 

Rank 

1971-73 

Average 

Rank 

Southern  Railway 

11.7% 

201 

44.4% 

7-9% 

647 

229% 

Inter co 

9.4% 

B 

22  9% 

':.  3 

Amstar 

11.7 

202 

170.4 

10.2 

487 

103.0 

PepsiCo 

9.4 

268 

18.4 

15.7 

360 

ARA  Services 

11.5 

203 

19.6 

16.2 

191 

27.8 

Texaco 

9.3 

269 

83.1 

17.2 

163 

121.6 

Fred  Meyer 

11.4 

204 

19.7 

14.0 

246 

44.2 

Heublein 

9.3 

270 

92.7 

19.0 

126 

59.0 

Denny's 

11.4 

205 

119.2 

30.1 

36 

47.8 

Intl  Multifoods 

9.3 

270 

31.5 

111 

410 

47  4 

Procter  &  Gamble 

11.4 

205 

::s 

9.5 

49.6 

Wells  Fargo 

e 

71.4 

Merck 

11.3 

207 

30.7 

13.6 

260 

30.4 

Monsanto 

9  3 

7.8 

45.5 

Scott  &  Fetzer 

11.3 

208 

9.1 

16.6 

180 

32.4 

Florida  Power  &  Lt 

9.3 

274 

-6.8 

15.5 

208 

50.0 

U  S  Fidelity  &  Gty 

11.3 

208 

-14.6 

10.1 

493 

10.5 

Whirlpool 

9.3 

275 

-16.2 

11.8 

356 

12.8 

Motorola 

11.3 

210 

55.7 

10.6 

458 

22.6 

Republic  Of  Texas 

9.2 

276 

29.5 

29.7 

39 

94.7 

Kerr  McGee 

112 

211 

109.0 

12.8 

C97 

93.6 

Raytheon 

Koppers 

11.1 

212 

127.7 

8.1 

637 

30.1 

Vulcan  Materials 

9.1 

278 

97.4 

49  0 

Moore  Corp 

11.1 

213 

47.9 

12.5 

317 

82.7 

Northwest  Bancorp 

9.1 

279 

14.9 

16.6 

180 

468 

Flavorland  Inds 

11.1 

214 

-90.0 

7.6 

664 

9.1 

Havatampa  Cigar 

9.1 

280 

10.4 

8.0 

640 

11.1 

Cabot 

11.1 

215 

42.3 

13.9 

247 

42.8 

Hercules 

9.1 

281 

56.8 

9.7 

523 

George  A  Hormel 

11.1 

216 

62  8 

7.5 

6/3 

26.8 

National  Svc  Inds 

91 

4.6 

Ethyl 

11.0 

217 

71.9 

9.3 

549 

47.3 

Fairchild  Camera 

9.1 

283 

272.7 

/  i-'J 

590 

G  D  Searle 

11.0 

218 

28.8 

23.3 

80 

106.3 

Beatrice   Foods 

9.1 

284 

19.6 

20.3 

114 

Stanley  Works 

11.0 

219 

5.6 

11.2 

398 

25.1 

R  J  Reynolds  Ind 

9.1 

285 

28.0 

10.0 

502 

42  8 

So  Natural  Resources 

10.9 
109 

220 
221 

24.1 
-10.5 

11.3 
10.9 

388 
429 

28.1 
18.5 

Winn-Dixie  Stores 

9.1 

285 

38.9 

12.9 

294 

42.4 

Hoover 

Squibb 

90 

287 

23  1 

7.7 

662 

17.4 

Becton,  Dickinson 

10.9 

222 

36.7 

14.9 

222 

38.4 

Washington  Natl  Corp 

9.0 

287 

16 

98 

518 

165 

Amer  Home  Products 

10.8 

223 

26.2 

10.2 

483 

28.4 

Skaggs  Companies 

9.0 

289 

62.3 

21.1 

105 

22  4 

Bunker-Ramo 

10.8 

224 

-31.0 

3.8 

813 

22.5 

First  Bank  System 

8.9 

290 

11.2 

17.8 

150 

[2  3 

Warner-Lambert 

10.7 
10.7 

225 

2~5 

22.0 
20.7 

19.1 
12.3 

125 

324 

22.5 
18.4 

Genl  Amer  Transportn 

8.9 

291 

33.2 

2.5 

829 

Champion  Spark  Plug 

Sterling  Drug 

89 

292 

175 

0  0 

212 

Continental  Oil 

10.7 

227 

140.3 

14.4 

233 

76.5 

Rohm  &  Haas 

88 

293 

946 

11.3 

391 

Weis  Markets 

10.6 

228 

29.5 

10.8 

439 

24.9 

Big  Bear  Stores 

8.8 

294 

21.1 

10.3 

477 

164 

Lincoln  Natl  Corp 

10.6 

229 

-0.2 

11.1 

411 

20.2 

Norris  Industries 

8.8 

295 

-7.0 

11.9 

350 

22  8 

Safeway  Stores 

10.5 
10.5 

230 

221 

33.0 
488 

12.0 
12  8 

344 
298 

26.8 
43.6 

Sun  Oil 

8.8 

296 

152.7 

6.9 

707 

Albertson's 

Outboard  Marine 

88 

297 

-42.2 

484 

18  1 

Newmont  Mining 

10.5 

232 

111.2 

15.6 

205 

80.7 

Eastman  Kodak 

8.7 

298 

10.9 

0 

258 

Colt  Industries 

10.5 

233 

317.9 

4.4 

799 

46.1 

Bora 

8.7 

299 

-18.2 

17.3 

162 

71.6 

Petrolane 

10.5 

234 

48.8 

19.6 

119 

61.6 

Gamble-Skogmo 

8.6 

300 

27.2 

8.5 

610 

9.! 

Chase  Manhattan  Corp 

10.4 
10.4 

235 
236 

7.5 
38.6 

29.8 
22.3 

38 
92 

93.6 
82.4 

Mfrs  Hanover  Corp 

8.6 

301 

41.3 

24.7 

65 

1068 

Harris  Bankcorp 

Upjohn 

86 

201 

52  9 

TE 

44.2 

Coastal  States  Gas 

10.4 

237 

32.6 

26.3 

53 

93.8 

Delta  Air  Lines 

8.5 

303 

108.2 

180 

145 

59  1 

Tecumseh  Products 

10.4 

237 

20.6 

7.8 

656 

32.7 

Middle  South  Utils 

8.5 

303 

15.8 

11.9 

351 

Standard  Oil  Calif 

10.3 

239 

83.1 

17.1 

165 

121.6 

Witco  Chemical 

8.5 

305 

94.6 

10.3 

472 

695 

Briggs  &  Stratton 

10.3 
103 

240 
241 

9.4 
23.5 

11.7 
9.8 

363 
511 

37.9 
28.5 

Sears,  Roebuck 

8.5 

306 

1.6 

8.1 

630 

16.7 

Revlon 

Super  Valu  Stores 

84 

307 

18.7 

123 

325 

27  2 

Scot  Lad  Foods 

10.3 

242 

36.0 

13.1 

281 

22.4 

J  C  Penney 

8.4 

308 

86 

13  4 

269 

23.0 

Eastern  Gas  &  Fuel 

10.3 

243 

149.1 

11.4 

385 

45.9 

St  Paul  Companies 

8.4 

308 

-9.5 

12.1 

342 

102 

Exxon 

10.3 

244 

67.8 

12.5 

317 

75.5 

Times  Mirror 

8.4 

308 

36.2 

14.3 

237 

21.2 

Emerson  Electric 

10.2 
10.2 

245 
246 

23.0 
5.0 

13.6 
26.2 

259 
55 

44.7 
62.5 

Texas  Gas  Transmn 

8.2 

311 

42.8 

10.7 

443 

24.4 

Levi  Strauss 

Bankers  Trust  N  Y 

82 

312 

21.2 

60 

1118 

Minn  Mining  &  Mfg 

10.2 

247 

25.0 

11.5 

375 

32.7 

Eagle-Picher  Inds 

8.2 

312 

43.7 

79 

6:0 

31.9 

Lone  Star  Industries 

10.1 

248 

7.4 

16.2 

191 

32.9 

Richardson-Merrell 

8.2 

312 

31.0 

11.2 

403 

30.4 

Ralston  Purina 

10.1 

249 

39.1 

12.0 

347 

53.2 

Kellogg 

8.2 

315 

21.0 

10.9 

432 

288 

Texas  Eastern  Trans 

10.1 
10.0 

249 
251 

19.4 
39.1 

9.6 
9.4 

529 
542 

27.2 
49.2 

General  Electric 

8.2 

316 

14.9 

6.9 

709 

243 

Foster  Wheeler 

Ideal  Basic  Inds 

8.2 

316 

49.7 

63 

734 

21.7 

Quaker  Oats 

10.0 

252 

21.0 

10.5 

460 

57.5 

Dart  Industries 

8.1 

318 

62.2 

10.1 

495 

30.8 

Federal  Paper  Board 

9.9 

253 

124.0 

14.4 

236 

43.9 

Campbell  Taggart 

8.1 

319 

27.3 

9.2 

563 

43.8 

Signode 

9.9 

253 

33.2 

14.4 

233 

40.5 

Holiday  Inns 

8.1 

320 

-18.6 

17.7 

152 

21.3 

Gould 

9.7 
9.6 

255 
256 

54.9 
14.7 

11.0 
7.1 

421 
693 

62.2 
10.8 

Colonial  Stores 

8.1 

321 

48.3 

7.0 

698 

23.2 

American  General 

Garfinckel  Brooks  Br 

8.0 

322 

1.1 

10  7 

454 

19.1 

Chesebrough-Pond's 

9.6 

257 

22.4 

16.9 

171 

43.4 

Giant  Food 

8.0 

323 

19.2 

13.4 

269 

163 

Bristol-Myers 

9.6 

258 

30.8 

10.9 

434 

26.6 

Coca-Cola  Botling  NY 

8.0 

324 

-32.9 

25.7 

57 

38.4 

BankAmerica  Corp 

9.6 

259 

23.7 

16.2 

189 

62.2 

Waldbaum 

8.0 

324 

12.2 

15.8 

199 

34.4 

Colgate-Palmolive 

9.6 
9.5 

260 
261 

30.2 
153.4 

12.3 
7.7 

329 
658 

41.2 
62.9 

Dun  &  Bradstreet  Cos 
Consol  Freightways 

8.0 
7.9 

326 
327 

16.2 
86.3 

10.9 
11.7 

429 
363 

21.2 

Getty  Oil 

35  9 

Cullum  Companies 

9.5 

262 

45.1 

24.9 

64 

113.8 

Seafirst 

7.9 

328 

15.0 

20.1 

115 

664 

Pfizer 

9.5 

262 

31.8 

11.2 

398 

33.4 

Northern  Natural  Gas 

7.9 

329 

119.2 

13.9 

247 

43.4 

Owens-Corning  Fbrgls 

9.5 

264 

10.1 

9.7 

524 

30.0 

Studebaker-Worthngtn 

7.8 

330 

12.7 

13.4 

274 

36  1 

Western  Air  Lines 

9.4 

265 

111.7 

14.5 

229 

29.5 

Globe-Union 

7.8 

331 

60.3 

13.8 

254 

47.9 

First  Penna  Corp 

9.4 

266 

6.1 

26.2 

54 

68.7 

Intl  Tel  &  Tel 

7.8 

332 

12.9 

22.5 

89 

276 

'The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks.         t  Latest  12  months. 
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SOMETIMES  LETTERS  JUST  DON'T  DO  IT. 


Who's  Where  in  Growth 


EARNINGS  PER  SHARE 

SALES 

EARNINGS  PER  SHARE 

5-Year* 

5-Year* 

1974t  vs 

5-Year* 

1974t  vs 

5-Year* 

1974t  vs 

1974t  v 

Company 

Average 

Rank 

197173 

Average 

Rank 

197173 

Company 

Average 

Rank 

1971-73 

Average 

Rank 

1971-73 

Clark  Oil  &  Refining 

7.8% 

333 

93.30/o 

13.10/c 

286 

84.70/0 

American  Natural  Gas 

6.2% 

399 

18.80/q 

9.4% 

543 

15.1<1 

Houston  Ltg  &  Power 

7.8 

334 

15.8 

11.4 

382 

30.7 

CIT  Financial 

6.2 

399 

3.7 

3.2 

821 

208 

Potlatch 

7.8 

335 

154.5 

7.5 

674 

23.8 

Cutler-Hammer 

6.2 

401 

47.4 

5.7 

753 

26.6 

Texas  Utilities 

7.8 

335 

14.5 

10.3 

475 

25.3 

Gillette 

6.2 

401 

23.1 

14.4 

232 

37.8 

Cone  Mills 

7.7 
7.7 

337 
338 

85.2 
82.0 

5.5 
13.3 

765 
275 

27.1 
22.2 

Atlantic  Richfield 

6.1 

403 

112.2 

10.6 

458 

63.7 

Castle  &  Cooke 

Braniff  Intl 

6.0 

404 

44.0 

10.7 

448 

36.1 

Consolidated  Foods 

7.7 

339 

-1.8 

11.0 

418 

36.7 

Martin  Marietta 

6.0 

405 

70.6 

7.9 

650 

15.1 

Lane  Bryant 

7.7 

339 

1.5 

10.7 

456 

11.7 

Anchor  Hocking 

5.9 

406 

5.3 

10.1 

492 

17.8 

Central  Tel  &  Utils 

7.5 

341 

20.5 

12.2 

331 

23.9 

Goodyear 

5.9 

407 

18.1 

8.9 

584 

24.6 

Dana 

7.5 

342 

40.3 

10.5 

463 

32.4 

Carter  Hawley  Hale 

5.9 

408 

14.7 

15.7 

200 

21.8 

Continental  Tel 

7.5 

343 

2.6 

22.8 

84 

30.3 

St  Regis  Paper 

5.9 

408 

119.3 

7.4 

681 

36.8 

Purolator 

7.5 

343 

20.2 

16.8 

175 

31.7 

No  Indiana  Pub  Svc 

5.8 

410 

-1.5 

9.9 

506 

17.7 

Santa  Fe  Industries 

7.4 

345 

74.7 

7.5 

672 

35.5 

Zale 

5.7 

411 

20.7 

14.4 

233 

18.3 

Genl  Tire  &  Rubber 

7.4 

346 

21.3 

3.8 

812 

40.1 

Hilton  Hotels 

5.7 

412 

-5.9 

8.7 

597 

10.6 

Trans  Union 

7.4 
7.4 

347 
348 

21.8 
151.1 

15.7 
9.3 

203 
553 

45.9 
78.5 

Owens-Illinois 

5.6 

413 

69.9 

10.6 

457 

26.1 

Phillips  Petroleum 

Liggett  &  Myers 

5.6 

414 

-1.9 

4.9 

788 

2.0 

Wachovia  Corp 

7.4 

349 

4.6 

23.1 

82 

47.6 

Firestone 

5.6 

415 

37.5 

7.8 

654 

25.5 

Magic  Chef 

7.4 

350 

-58.0 

23.9 

73 

11.8 

Florida  Power 

5.6 

416 

-35.1 

13.7 

258 

71.7 

Mellon  National  Corp 

7.4 

350 

1.9 

25.0 

63 

104.3 

Bell  &  Howell 

5.6 

417 

6.7 

7.3 

684 

20.1 

International  Nickel 

7.3 
7.3 

352 
353 

114.2 
35.9 

9.4 

7.8 

546 
652 

63.0 
26.4 

Fibreboard 

5.6 

417 

68.9 

8.4 

615 

33.6 

Sperry  Rand 

Amer  Smelting  &  Rfg 

5.5 

419 

145.0 

7.5 

676 

54.7 

American  Brands 

7.2 

354 

9.8 

10.9 

425 

13.8 

Honeywell 

5.5 

419 

11.4 

15.2 

216 

19.5 

First  Natl  Boston 

7.2 

355 

21.2 

24.6 

69 

103.8 

Alexander  &  Baldwin 

5.5 

421 

403.2 

-0.5 

842 

78.6 

Marathon  Oil 

7.2 

356 

90.3 

15.7 

202 

84.0 

Eaton 

5.5 

421 

33.6 

9.2 

557 

34.7 

Interlake 

7.1 
7.1 

357 
358 

166.7 
120.6 

8.6 
8.9 

604 
581 

44.8 
22.6 

National  Distillers 

5.4 

423 

145.6 

5.0 

787 

23.2 

American  Stores 

Simmons 

5.4 

424 

7.3 

11.0 

420 

23.8 

Clark  Equipment 

7.0 

359 

57.1 

13.3 

278 

41.5 

Gulf  States  Utils 

5.4 

425 

1.1 

11.3 

391 

45.8 

General  Mills 

7.0 

359 

44.1 

17.1 

166 

54.9 

Ceco 

5.3 

426 

24.6 

9.0 

580 

31.3 

Pabst  Brewing 

7.0 

359 

-33.1 

7.6 

667 

19.9 

Maytag 

5.2 

427 

9.8 

6.4 

732 

24.5 

Flintkote 

7.0 
6.9 

362 
363 

13.1 
26.4 

6.9 
6.5 

708 
724 

9.5 
15.4 

Columbia  Gas  System 

5.2 

428 

1.1 

7.6 

666 

19.0 

Seagram 

Cummins  Engine 

5.2 

429 

44.6 

11.6 

373 

38.0 

Ford  Motor 

6.9 

364 

-47.1 

9.1 

569 

16.2 

Ogden 

5.2 

430 

137.1 

8.9 

584 

50.5 

Standard  Brands 

6.9 

365 

18.3 

8.6 

598 

29.4 

Collins  &  Aikman 

5.1 

431 

-21.4 

11.5 

374 

13.1 

Combustion  Engineerg 

6.8 

366 

31.5 

13.1 

283 

16.0 

So  Calif  Edison 

5.1 

432 

59.5 

12.1 

339 

47.1 

H  J  Heinz 

6.8 
6.8 

367 
368 

68.9 
161.8 

11.1 
8.1 

414 
637 

34.3 
41.8 

Cenco 

5.1 

433 

-85.7 

23.8 

74 

25.6 

Inland  Container 

Stauffer  Chemical 

5.1 

433 

109.3 

7.0 

696 

427 

Carrier 

6.8 

369 

-1.5 

11.4 

387 

25.3 

American  Elec  Power 

5.0 

435 

-6.3 

10.9 

428 

37.9 

Hobart 

6.8 

370 

12.3 

12.0 

349 

28.1 

Kraftco 

5.0 

435 

5.3 

7.7 

662 

30.9 

Sunbeam 

6.7 

371 

14.5 

11.5 

379 

37.5 

National  Industries 

5.0 

435 

268.5 

14.3 

241 

58.7 

Tenneco 

6.7 
6.7 

372 
373 

64.9 
10.7 

15.3 
10.2 

213 
491 

40.8 
29.6 

Federated  Dept  Strs 

5.0 

438 

9.1 

9.6 

533 

20.2 

Central  &  South  West 

Avnet 

5.0 

439 

74.5 

17.1 

169 

607 

PPG  Industries 

6.7 

374 

32.4 

6.9 

710 

22.2 

U  S  Industries 

5.0 

440 

-43.6 

27.0 

50 

3.3 

Edison  Bros  Stores 

6.6 

375 

33.4 

10.3 

468 

21.5 

l-T-E  Imperial 

5.0 

441 

20.7 

111 

413 

25.7 

Hiram  Walker 

6.6 

376 

17.9 

5.4 

770 

15.4 

Universal  Leaf 

4.9 

442 

31.9 

6.9 

703 

22.6 

Phelps  Dodge 

6.6 

376 

36.8 

9.3 

550 

33.6 

Union  Carbide 

4.9 

443 

111.9 

6.8 

714 

44.2) 

Jewel  Companies 

6.6 

378 

10.9 

11.1 

414 

25.6 

Springs  Mills 

48 

444 

67.4 

10.7 

451 

36  4 

Pillsbury 

6.5 

379 

68.4 

9.0 

576 

36.9 

Wisconsin  Elec  Power 

4.7 

445 

15.4 

10.3 

475 

15.6 

St  Joe  Minerals 

6.5 

379 

173.1 

13.2 

280 

156.9 

H  H  Robertson 

4.7 

446 

53.1 

11.0 

419 

25.4 

Panhandle  Eastern 

6.5 

381 

24.2 

9.2 

555 

13.8 

Merrill  Lynch  &  Co 

4.7 

447 

-37.6 

13.0 

287 

7.3 

Federal  Co 

6.5 

382 

124.8 

9.8 

515 

66.4 

Allegheny  Power 

4.7 

448 

-15.2 

9.9 

510 

30.8  1 

Caterpillar  Tractor 

6.5 

383 

7.8 

11.1 

409 

38.2 

Carborundum 

4.7 

448 

41.0 

9.1 

573 

43  9 

Abbott  Laboratories 

6.5 

384 

43.6 

12.2 

330 

35.6 

M  Lowenstein  &  Sons 

4.7 

450 

29.4 

89 

581 

20.2    , 

UV  Industries 

6.5 

384 

140.5 

20.5 

109 

35.2 

Morton-Norwich 

4.7 

451 

7.3 

9.2 

563 

34.6  I 

National  Fuel  Gas 

6.4 

386 

4.0 

7.9 

645 

21.5 

Texaxgulf 

4.7 

452 

215.3 

12.0 

345 

76  5    1 

Campbell  Soup 

6.4 

387 

27.5 

7.7 

657 

34.6 

Associated  Dry  Goods 

4.6 

453 

1.1 

9.4 

539 

20  6 

AMAX 

6.4 

388 

101.4 

12.3 

328 

30.9 

Philadelphia  Natl 

46 

453 

11.6 

23  8 

74 

Mohasco 

6.3 

389 

-4.6 

15.1 

218 

27.0 

Westvaco 

4.6 

455 

203.2 

8.7 

595 

64  9 

El  Paso  Company 

6.3 

390 

40.4 

7.9 

649 

1.2 

Pacific  G  &  E 

4.6 

456 

16.0 

7.5 

670 

21.7 

Fleming 

6.3 

390 

43.0 

9.6 

531 

25.3 

Dayco 

4.6 

457 

33.6 

17.2 

163 

Bank  of  New  York 

6.3 

392 

21.2 

12.3 

325 

55.8 

Cities  Service 

4.6 

458 

88.5 

7.8 

654 

36.8 

Beneficial  Corp 

6.3 

392 

-4.1 

6.9 

700 

13.1 

Baltimore  Gas  &  Elec 

4.5 

459 

-7.4 

10.8 

440 

Peoples  Gas 

6.3 

392 

24.2 

11.0 

423 

23.9 

United  Telecomctn 

4.5 

459 

9.4 

19.5 

121 

4H' 

Otis  Elevator 

6.3 

395 

30.4 

12.6 

312 

27.8 

GAF 

4.5 

461 

57.3 

8.1 

634 

217  : 

Eltra 

6.3 

396 

31.7 

9.1 

571 

29.6 

Reeves  Brothers 

4.5 

461 

49.4 

6.6 

723 

71 

National  Can 

6.3 

396 

41.3 

174 

159 

36.5 

Pet 

4.5 

463 

34.5 

86 

602 

Safeco 

6.2 

398 

-54.0 

12/ 

310 

17.1 

Rich's 

4.5 

464 

-4.7 

99 

504 

'The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks.         t  Latest  12  months 
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CROUSE-HINDS 

growing  where  the  world 
needs  us  most: 


ENERGY 
■SAFETY 

-TRANSPORTATION 


•  :•]> 


PROCESSING 


There's  no  time  to  waste.  The  world  needs 
more  fuel  and  food.  And  Crouse-Hinds  is 
playing  an  important  role  in  helping  to  meet 
the  demand. 

Crouse-Hinds  is  a  leading  manufacturer 
and  distributor  of  energy  and  safety-oriented 
products,  such  as  electrical  equipment  for 
companies  engaged  in  the  exploration  and 
production  of  energy.  Many  of  our  products, 
because  of  their  explosion-proof  design  for 
use  in  hazardous  areas,  are  prerequisites  for 
petroleum  refineries,  gas  plants  and  petro- 
chemical plants. 

Crouse-Hinds  products  have  become  in- 
creasingly important  in  the  food-processing, 
pulp  and  paper  industries.  Our  new  Krydon™ 
line  of  fiberglass-reinforced  polyester  products 
has  been  widely  accepted  in  these  industries  for 
use  in  damp  or  corrosive  environments. 

Crouse-Hinds  continues  to  play  an  impor- 
tant role,  in  the  area  of  transportation  with 
such  transportation-oriented  products  as  air- 
port lighting  equipment  and  traffic  control 
systems.  Our  position  in  the  outdoor  lighting 
market  is  strong,  with  increasing  demand  for 
our  energy-efficient  High-Intensity-Discharge 
(H.I.D.)  lighting  systems. 


As  always,  our  biggest  customers  are  those 
companies  and  industries  that  are  the  growth 
leaders— petrochemicals,  coal  mines,  natural 
gas,  oil,  food  processing  and  fertilizers.  Not 
just  in  America.  But  all  over  the  world. 

For  more  information  on  how  Crouse- 
Hinds  products  are  being  used,  and  how 
important  they  are  to  the  world's  growing 
needs,  write  to  Marketing  Director,  Crouse- 
Hinds,  Syracuse,  New  York  13201. 

(NYSE,  also  Midwest  and  Pac.  Coast 
Exchanges.  Code:  CHI) 


CROUSE-HINDS 


Who's  Where  in  Growth 


EARNINGS  PER  SHARE 

SALES 

EARNINGS  PER  SHARE 

SALES 

5- Year* 

1974t  « 

5-Year* 

1974t  »* 

5-Year0. 

1974t  vs 

5-Year* 

1974ti 

Company 

Average 

Rank 

1971-73 

Average 

Rank 

1971-73 

Company 

Average 

Rank 

1971-73 

Average 

Rank 

1971-7- 

TRW 

4.50/o 

464 

25.2% 

10.7% 

448 

33.8% 

Fruehauf 

3.0% 

531 

30.6% 

11.9% 

352 

111.3°/ 

Borden 

4.5 

466 

23.2 

8.2 

629 

36.2 

Carolina  Pwr  &  Lt 

3.0 

532 

-12.6 

14.8 

224 

35.2 

Investors  Oiv  Svcs 

4.5 

466 

-28.5 

9.0 

574 

1.5 

Security  Pacific 

3.0 

533 

3.1 

21.9 

97 

76.7 

Textron 

4.5 

468 

19.9 

5.1 

780 

19.5 

Servomation 

3.0 

534 

6.3 

10.2 

487 

22.9 

Morrison-Knudsen 

4.4 
4.4 

469 
470 

29.8 
-49.9 

-0.5 
11.2 

842 
402 

38.0 
4.7 

Diamond  Intl 

2.9 

535 

33.8 

8.1 

632 

22.5 

Johnson  Service 

Boston  Edison 

2.9 

536 

-25.5 

10.9 

434 

50.2 

Public  Service  Ind 

4.4 

471 

20.2 

8.2 

628 

16.3 

Marshall  Field 

2.9 

537 

12.1 

6.9 

700 

11.4 

National  Gypsum 

4.4 

472 

10.6 

12.0 

345 

14.3 

Inland  Steel 

2.8 

538 

114.3 

8.7 

595 

51.5 

Transco  Companies 

4.4 

472 

-13.6 

9.4 

539 

10.4 

Va  Electric  &  Power 

2.8 

539 

-34.2 

12.6 

313 

38.8 

Chromalloy  American 

4.4 
4.3 

474 
475 

24.0 
161.3 

30.6 
8.0 

33 

642 

37.0 
41.5 

Lykes-Youngstown 

2.8 

540 

993.5 

5.2 

777 

53.9 

Diamond  Shamrock 

Tappan 

2.8 

541 

P-D 

13.5 

264 

13.1 

Gt  Northern  Nekoosa 

4.3 

476 

169.2 

10.7 

451 

51.7 

Hoover  Ball  Bearing 

2.8 

542 

-1.6 

9.6 

528 

25.5 

R  H  Macy 

4.3 

477 

6.3 

6.6 

722 

21.8 

National  City  Lines 

2.7 

543 

6.8 

16.9 

172 

18.6 

United  States  Gypsum 

4.2 

478 

9.2 

11.3 

390 

32.1 

Norton 

2.7 

544 

92.1 

6.1 

739 

36.3 

Celanese 

4.2 
4.2 

479 
480 

232.9 
76.4 

5.4 
14.0 

771 
245 

34.3 
38.9 

Alcan  Aluminium 

2.7 

545 

1304 

10.0 

500 

43.4 

Union  Pacific 

Stop  &  Shop 

2.7 

546 

58.8 

11.1 

417 

16.0 

Gardner-Denver 

4.1 

481 

4.7 

8.4 

614 

36.4 

General  Tel  &  Elec 

2.7 

547 

-19.1 

10.8 

442 

25.9 

Cleveland  Elec  Ilium 

4.1 

482 

18.0 

10.0 

497 

40.4 

Pullman 

2.6 

548 

104.8 

43 

804 

58.8 

Allied  Chemical 

4.1 

483 

107.8 

4.7 

793 

38.7 

Consol  Natural  Gas 

2.6 

549 

-10.9 

7.1 

693 

11.6 

Fedders 

4.1 
4.1 

484 
484 

P-D 
21.6 

21.9 
8.8 

97 
592 

2.0 
34.5 

Washington  Post 

2.6 

550 

38.6 

10.3 

470 

24.6 

Johns-Manville 

Emhart 

2.6 

551 

21.2 

4.6 

797 

27.4 

Foremost-McKesson 

4.0 

486 

31.7 

6.4 

729 

12.2 

Bethlehem  Steel 

2.5 

552 

72.6 

5.9 

746 

47.5 

General  Signal 

4.0 

487 

12.1 

13.6 

262 

40.6 

Rexnord 

2.5 

553 

38.8 

17.4 

160 

29.1 

General  Cigar 

4.0 

488 

-2.0 

5.0 

786 

9.2 

Roper  Corp 

2.5 

554 

18.5 

8.3 

617 

29.7 

Green  Giant 

4.0 
4.0 

489 
490 

26.9 
104.4 

13.5 
11.4 

266 
386 

18.9 
38.5 

Western  Bancorp 

2.5 

554 

15.1 

16.4 

185 

55.4 

Bemis 

Brown  Group 

2.5 

556 

13.7 

11.5 

376 

24.6 

Kellwood 

3.9 

491 

21.9 

10.8 

437 

30.9 

A-T-0 

2.4 

557 

44.0 

13.0 

290 

17.2 

No  States  Power 

3.9 

491 

-9.2 

9.5 

536 

20.9 

Fuqua  Industries 

2.4 

558 

-26.4 

14.6 

227 

29.1 

Super  Food  Services 

3.9 

493 

43.1 

4.9 

789 

30.1 

Harsco 

2.4 

558 

26.0 

10.2 

486 

30.7 

American  Tel  &  Tel 

3.9 
3.8 

494 
495 

18.6 
15.5 

9.8 
13.8 

517 
253 

21.0 

43.1 

Ark  Louisiana  Gas 

2.3 

560 

80.6 

6.8 

711 

7.7 

Potomac  Elec  Power 

Ashland  Oil 

2.3 

561 

96.6 

18.9 

129 

65.4 

Union  Oil  California 

3.8 

495 

119.6 

10.0 

499 

65.3 

Duquesne  Light 

2.2 

562 

0.9 

10.8 

441 

36.0 

Natl  Detroit  Corp 

3.8 

497 

18.4 

15.5 

206 

62.0 

Kennecott  Copper 

2.2 

562 

1094 

11.5 

376 

38.7 

Ingersoll-Rand 

3.8 

498 

31.8 

11.7 

367 

42.8 

F  W  Woolworth 

2.2 

564 

-99 

12.9 

291 

25.4 

CBS 

3.8 

3.8 

499 
499 

25.8 
132.6 

9.4 
8.0 

543 

643 

22.4 
32.4 

Hyster 

2.2 

564 

13.8 

9.3 

551 

34.9 

International  Paper 

Cincinnati  G  &  E 

2.2 

566 

-12  8 

8.6 

600 

20.6 

Square  D 

3.8 

499 

10.2 

11.2 

407 

34.5 

Supermarkets  General 

2.1 

567 

10.8 

19.5 

120 

21.5 

Greyhound 

3.7 

502 

-0.4 

39.0 

14 

17.4 

Joy  Manufacturing 

2.1 

568 

31.3 

9.4 

548 

24.8 

So  New  England  Tel 

3.7 

503 

5.6 

10.3 

473 

18.5 

Parker-Hannifin 

2.1 

569 

63.8 

13.7 

257 

61.5 

Scovill  Mfg 

3.6 

504 

3.4 

8.2 

624 

25.5 

Thrifty  Drug  Stores 

2.1 

570 

-55.3 

8.4 

615 

176 

Southern  Company 

3.6 

505 

-6.7 

13.4 

269 

40.2 

Hanna  Mining 

2.1 

571 

-34.5 

5.2 

775 

5.6 

Trane 

3.6 

506 

-52.5 

8.2 

624 

26.3 

Central  Steel  &  Wire 

2.0 

572 

23.0 

11.8 

360 

62.3] 

CPC  International 

3.6 

507 

29.9 

9.8 

519 

45.7 

Jonathan  Logan 

2.0 

573 

-57.0 

9.5 

534 

1.6 

Crown  Zellerbach 

3.6 

507 

99.1 

8.5 

605 

43.2 

Shell  Oil 

2.0 

574 

94.3 

8.3 

619 

56  5  ' 

Charter  New  York 

3.6 
3.6 

509 
509 

29.3 
-16.9 

22.4 
8.9 

91 
581 

100.9 
36.9 

Westinghouse  Elec 
Reliance  Electric 

2.0 
1.8 

575 
576 

-29.6 
71.3 

12.2 
16.4 

335 
186 

23.1 

New  England  Electric 

50.61 

Gulf  Oil 

3.6 

511 

108.9 

13.3 

277 

103.1 

Interpace 

1.8 

577 

24.2 

8.6 

603 

14.3 

May  Dept  Stores 

3.5 

512 

6.9 

6.8 

713 

14.9 

Mead 

1.8 

578 

243.5 

9.8 

511 

29.3 

American  Cyanamid 

3.5 

513 

43.6 

7.5 

675 

24.2 

III  Central  Inds 

1.7 

579 

57.6 

10.0 

497 

34.7 

Public  Service  Colo 

3.5 

514 

-14.7 

9.0 

577 

24.3 

Pacific  Lighting 

1.7 

579 

-5.0 

7.7 

660 

6  1 

Sybron 

3.5 

515 

24.7 

8.3 

623 

24.8 

Champion  Intl 

1.7 

581 

70.1 

10.5 

462 

30.5 ! 

Dresser  Industries 

3.4 

516 

41.5 

12.7 

303 

35.0 

Howmet 

1.7 

582 

60.6 

10.9 

431 

31.9 

Rose's  Stores 

3.4 

516 

-59.9 

16.9 

173 

29.6 

United  States  Shoe 

1.7 

582 

04 

12.4 

321 

21.9 

United  States  Steel 

3.4 

518 

167.3 

6.9 

704 

51.1 

Pa  Power  &  Light 

1.7 

584 

1.5 

12.2 

332 

265 

Southern  Pacific 

3.4 
3.4 

519 
519 

24.2 
-9.1 

6.3 
7.4 

735 
683 

16.9 
22.9 

White  Consolidated 

1.7 

584 

40.0 

16.1 

194 

26.0 

Wm  Wrigley  Jr 

G  C  Murphy 

1.7 

586 

7.9 

5.7 

759 

140 

Long  Island  Lighting 

3.4 

521 

0.8 

10.8 

436 

40.7 

Kaiser  Industries 

1.6 

587 

265.6 

-15.5 

851 

-2.6 

Talley  Industries 

3.3 

522 

20.4 

2.2 

831 

12.2 

Allied  Stores 

1.5 

588 

322 

5.8 

750 

Northrop 

3.3 

523 

63.2 

8.6 

600 

34.5 

Insilco 

1.5 

589 

58.1 

12.2 

333 

/? 

No  Illinois  Gas 

3.2 
3.1 

524 
525 

-5.5 
58.1 

11.7 
22.1 

366 
94 

15.6 
31.2 

Del  Monte 

1.5 

590 

82.6 

9.2 

557 

28  4 

Akzona 

Cessna  Aircraft 

1.5 

591 

49.7 

5.2 

777 

Armstrong  Cork 

3.1 

525 

31.5 

7.2 

686 

31.0 

Draw 

1.4 

592 

44.4 

12.8 

296 

E  1  du  Pont 

3.1 

525 

11.2 

7.6 

664 

47.7 

Chemical  New  York 

1.4 

593 

18.0 

22.7 

85 

SmithKline  Corp 

3.1 

528 

14.3 

8.6 

598 

24.1 

Sperry  &  Hutchinson 

1.4 

594 

-48.1 

6.7 

719 

1  si 

Northeast  Utilities 

3.1 

529 

-7.0 

11.9 

355 

35.3 

Ohio  Edison 

1.3 

595 

14 

8.5 

607 

Borg-Warner 

3.0 

530 

15  8 

667 

30.7 

Amsted 

1.2 

596 

426 

8.9 

587 

The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks. 


t  Latest  12  months 


PD  Profit  to  deficit 
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CAPITALIST  TOOL 

The  Noreko  88  portable"ideo  machine" 

It's  like  taking  your  office  with  you.  Gives  you  complete  dictation  capability  anytime, 
anyplace.  Your  dictation  comes  out  crystal  clear.  Full-featured,  with  accurate  index- 
ing. Plus  rapid  review/rewind  and  fast-forward.  Every  feature  you  need  to  keep 
ahead  of  your  paperwork  wherever  you  go.  And  it's  all  packaged  in  a  fine  leather 
case.  Best  of  all,  it  takes  the  Norelco  "idea  capsule*,"  so  it's  compatible  with  every 
other  Norelco  "idea  machine."  Your  portable  Norelco  88  is  a  great  capitalist  tool. 
Karl  Marx,  eat  your  heart  out! 


Size:  7V*"  x  2W  x  1 W 


Every  Norelco  "idea 

machine"  uses  the 

"idea  capsule9". 

Miniature  in  size,  it 

records  thirty  minutes 

of  crystal-clear 

dictation.  The  ideal 

medium  for  ideas. 


PHILIPS  BUSINESS  SYSTEMS,  INC. 

A  NORTH  AMERICAN  PHILIPS  COMPANY 


M> 


tore/co® 

175  Froehlich  Farm  Boulevard,  Woodbury,  New  York  11797 


Gentlemen: 

| Please  send  me  full  information  on  Norelco  portable  "idea 
[machines." 


Name. 


.Title. 


Organization. 
Street 


City/State. 


.Zip. 


< 

Stingray 

comes 
alive 


—as  a  new  natural  gas  supply 
system  constructed  in  record 
time  during  1974  in  the  Gulf  of 
Mexico.  A  joint  effort  of 
Natural  Gas  Pipeline  Company  of 
America,  a  unit  of  the  Peoples 
Gas  Company,  and  Trunkline  Gas 
Company,  a  Panhandle  Eastern 
subsidiary,  Stingray  is  composed 
of  about  230  miles  of  undersea 
pipeline,  some  of  which  was 
laid  in  360  feet  of  water  more 
than  1 00  miles  from  shore. 


Stingray  transported  its  first 
volumes  of  natural  gas  late  in 
1 974— only  four  years  after  the 
offshore  leases  now  producing 
gas  were  acquired.  From  concept 
to  reality,  the  discovery  of  new 
offshore  gas  supplies  and  the 
Stingray  system  represent  a  new 
milestone  of  achievement, 
important  to  millions  of 
consumers  in  the  Midwest. 

Stingray  is  one  of  many  new 
gas  supply  projects  being 
implemented  by  these  two 
forward-looking  companies  to 
strengthen  the  nation's  energy 
supply  and  meet  investors' 
objectives. 


New  supply  projects,  such  as 
Stingray,  combined  with  more 
efficient  use  of  existing  natural 
gas,  are  essential  to  America's 
energy  future  and  Panhandle 
Eastern  and  Peoples  Gas  are 
working  to  get  the  job  done. 


Panhandle 

[■CiOLwi   I  1  PIPE  LINE  COMPANY 
3000  Bissonnet  Avenue,  Houston,  Texas  77005 


0  Peoples  Gas 
Company 

122  So.  Michigan  Ave.  Chicago,  III.  60603 


■****■'• 


^        tr  -    'J*""  ■ 


*         »•  .        *    « 


Piece  of  min 


hn 


XK 


**v 


A  tiny  electronic 
brain,  nestling  near 
Ladybug. 

An  RCA  integratec 
circuit  with  1,300 
transistors  built  in. 

It  can  operate  a 
watch,  a  pocket 
calculator,  security 
alarm,  automotive 
systems. . .  replacing 
mechanical  devices. 

It's  more  reliable, 
accurate,  economica 
needs  little  power, 
doesn't  pollute. 

By  1985,  such 
circuit  chips  may 
contain  as  many  as 
a  million  transistors., 
making  even  todays 
technology  look 
quaint. 


Innovating 
in  electronics. 


From  the  beginning. 


Who's  Where  in  Growth 


EARNINGS  PER  SHARE 

SALES 

EARNINGS  PER  SHARE 

SALES 

5-Year# 

1974f  w 

5-Year» 

1974t » 

5-Year* 

1974f  vs 

5-Year* 

1974t  vs 

Company 

Average 

Rank 

1971-73 

Average 

Rank 

1971-73 

Company 

Average 

Rank 

1971-73 

Average 

Rank 

1971-73 

Hiring  Glass  Works 

1.2% 

596 

19.7% 

12.0% 

347 

41.2% 

Saxon  Industries 

-1.8% 

663 

47.9% 

21.2% 

104 

27.9% 

Nabisco 

1.2 

596 

-23.3 

11.7 

367 

39.4 

Alexander's 

-1.8 

664 

-48.2 

7.4 

680 

5.9 

Kimberly-Clark 

1.2 

599 

141.5 

8.5 

607 

36.5 

Crocker  Natl  Corp 

-1.9 

665 

-16.2 

16.3 

187 

67.2 

ne  Midland  Banks 

1.2 

600 

10.7 

23.4 

79 

75.0 

Cooper  Industries 

-1.9 

666 

105.9 

11.8 

358 

52.4 

Rockwell  Intl 

1.2 

601 

28.2 

1.8 

834 

70.6 

ACF  Industries 

-2.0 

667 

28.7 

5.1 

782 

34.4 

jbbey-Owens-Ford 

1.2 

602 

-32.8 

11.7 

361 

9.1 

Hart  Schaff  ft  Marx 

-2.0 

668 

8.2 

10.1 

495 

16.5 

Evans  Products 

1.2 

603 

P-D 

21.7 

101 

26.8 

Burlington  Inds 

-2.1 

669 

70.3 

5.7 

758 

23.9 

General  Foods 

1.1 

604 

24.5 

8.9 

584 

23.1 

Transamerica 

-2.1 

670 

-17.8 

11.7 

361 

15.6 

eneral  Public  Utils 

1.1 

605 

9.2 

13.5 

268 

36.8 

Detroit  Edison 

-2.2 

671 

-22.2 

10.2 

484 

25.3 

Miles  Laboratories 

1.0 

606 

31.3 

10.0 

502 

16.2 

Hanes 

-2.2 

672 

44.9 

11.9 

354 

27.3 

Stokely-Van  Camp 

0.8 

607 

48.7 

5.7 

754 

42.5 

Warnaco 

-2.2 

672 

24.4 

9.7 

520 

3.1 

monwealth  Edison 

0.7 

608 

-7.2 

9.7 

522 

23.4 

General  Motors 

-2.2 

674 

-56.0 

6.0 

744 

-1.1 

Bendix 

0.7 

609 

35.7 

9.9 

508 

33.1 

Consumers  Power 

-2.2 

675 

-45.1 

9.8 

511 

31.3 

Illinois  Power 

0.7 

609 

-15.4 

8.5 

607 

15.8 

Uniroyal 

-2.2 

676 

8.8 

6.6 

721 

22.2 

er  Hoist  &  Derrick 

0.7 

611 

76.7 

12.5 

320 

37.2 

"Purex 

-2.3 

677 

15.9 

9.6 

529 

14.5 

Timken  Company 

0.6 

612 

3.4 

5.6 

760 

29.7 

Peoples  Drug  Stores 

-2.3 

678 

-25.0 

6.4 

730 

7.4 

Fieldcrest  Mills 

0.6 

613 

23.2 

7.0 

697 

23.5 

Zenith  Radio 

-2.3 

678 

-46.3 

4.8 

792 

19.7 

imonwealthOilRfg 

0.6 

614 

76.3 

23.5 

76 

206.9 

Macmillan 

-2.4 

680 

30.6 

12.8 

299 

13.1 

radaille  Industries 

0.5 

615 

46.6 

6.7 

718 

27.0 

Scott  Paper 

-2.4 

681 

82.6 

7.0 

698 

29.3 

Sherwin-Williams 

0.5 

616 

53.8 

9.3 

551 

25.5 

Fairmont  Foods 

-2.5 

682 

36.1 

8.1 

632 

13.7 

W  R  Grace 

0.5 

617 

95.9 

10.3 

469 

36.4 

Babcock  &  Wilcox 

-2.5 

683 

52.2 

10.5 

463 

19.8 

Dayton  Hudson 

0.4 

618 

7.1 

11.2 

400 

17.1 

General  Instrument 

-2.5 

684 

68.3 

11.5 

378 

32.6 

Gerber  Products 

0.4 

619 

-20.6 

7.0 

695 

9.5 

Singer 

-2.5 

685 

-66.3 

11.2 

405 

14.8 

Union  Electric 

0.3 

620 

-7.6 

9.1 

569 

17.8 

Armstrong  Rubber 

-2.5 

686 

-22.5 

4.3 

803 

17.0 

Kroger 

0.3 

621 

66.6 

6.5 

724 

20.3 

Rohr  Industries 

-2.6 

687 

52.4 

8.5 

613 

26.7 

Harris  Corp 

0.2 

622 

21.2 

11.0 

422 

31.2 

Time  Inc 

-2.6 

688 

44.6 

4.4 

802 

30.4 

Riegel  Textile 

0.2 

622 

67.1 

7.5 

678 

30.4 

Control  Data 

-2.6 

689 

-38.5 

11.9 

353 

41.3 

National  Steel 

0.2 

624 

128.9 

10.4 

465 

45.6 

Carpenter  Technology 

-2.7 

690 

150.3 

6.4 

730 

65.6 

Armco  Steel 

0.2 

625 

148.0 

10.2 

482 

49.3 

Vornado 

-2.7 

690 

-8.6 

6.0 

741 

5.4 

Alcoa 

0.2 

626 

92.2 

6.9 

702 

47.2 

St  Louis-San  Fran  Ry 

-2.7 

692 

47.9 

8.1 

636 

18.6 

Metromedia 

0.2 

627 

-27.5 

5.5 

767 

-0.1 

Great  Scott  Suprmkts 

-2.8 

693 

4.8 

12.9 

293 

35.2 

Fingerhut 

0.1 

628 

-92.2 

15.9 

197 

51.8 

Reynolds  Metals 

-2.9 

694 

795.0 

9.4 

541 

54.6 

Gray  Drug  Stores 

0.1 

629 

8.2 

14.4 

231 

29.9 

Cyclops 

-3.0 

695 

230.4 

15.9 

198 

47.5 

J  Ray  McDermott 

0.1 

629 

155.6 

11.6 

371 

48.1 

Hammermill  Paper 

-3.2 

696 

287.2 

9.7 

526 

38.6 

New  York  Times 

0.1 

631 

55.3 

10.5 

461 

16.7 

Perm-Dixie  Inds 

-3.2 

697 

80.3 

20.4 

110 

28.2 

Transway  Intl 

0.1 

631 

37.3 

5.7 

757 

31.9 

Kayser-Roth 

-3.3 

698 

-20.3 

7.7 

659 

12.0 

ub  Svc  Bee  ft  Gas 

-0.1 

633 

-14.4 

10.7 

443 

36.4 

Arvin  Industries 

-3.3 

699 

-42.5 

6.0 

740 

22.2 

ton  Power  ft  Light 

-0.1 

634 

-1.5 

9.2 

557 

26.9 

McGraw-Hill 

-3.4 

700 

33.0 

6.0 

745 

15.4 

Mental  Petroleum 

-0.2 

635 

DP 

25.3 

60 

88.7 

Questor 

-3.5 

701 

P-D 

10.2 

487 

15.2 

lousehold  Finance 

-0.2 

636 

-40.6 

16.2* 

189 

23.5 

Hershey  Foods 

-3.6 

702 

5.7 

10.2 

478 

18.9 

A  E  Staley  Mfg 

-0.2 

637 

131.0 

9.7 

527 

64.8 

Burlington  Northern 

-3.8 

703 

362.2 

6.4 

732 

23.8 

DiGiorgio 

-0.3 

638 

-71.9 

8.1 

635 

8.0 

Continental  Can 

-3.8 

704 

181.6 

10.2 

478 

30.9 

Phila  Electric 

-0.3 

639 

-9.1 

12.7 

300 

36.0 

Signal  Companies 

-3.8 

705 

327.5 

2.0 

832 

1.1 

Zayre 

-0.4 

640 

-24.6 

16.1 

193 

14.5 

Beech  Aircraft 

-4.1 

706 

74.6 

2.3 

830 

38.9 

Rapid-American 

-0.4 

641 

-32.1 

19.4 

123 

9.7 

NL  Industries 

-4.1 

707 

116.0 

7.2 

688 

48.4 

r  State  Bee  ft  Gas 

-0.4 

642 

10.7 

9.0 

579 

17.6 

Standard  Oil  Ohio 

-4.2 

708 

71.6 

16.6 

179 

35.5 

ara  Mohawk  Power 

-0.4 

642 

-3.0 

8.9 

587 

25.6 

Ludlow  Corp 

-4.3 

709 

5.8 

10.4 

466 

16.9 

Polaroid 

-0.5 

644 

-22.8 

11.0 

424 

28.4 

B  F  Goodrich 

-4.4 

710 

51.0 

6.8 

715 

27.5 

Duke  Power 

-0.7 

645 

4.2 

13.4 

272 

44.2 

Kaiser  Alum  ft  Chem 

-4.5 

711 

322.5 

7.5 

679 

53.4 

Donnelley  ft  Sons 

-0.7 

646 

31.8 

6.8 

712 

20.5 

Airco 

-4.8 

712 

49.4 

4.4 

801 

39.6 

Spencer  Foods 

-0.8 

647 

136.4 

17.1 

166 

25.6 

Pueblo  International 

-4.9 

713 

6.2 

20.0 

116 

14.7 

FluoY 

-1.0 

648 

184.5 

10.7 

443 

40.3 

J  Weingarten 

-4.9 

714 

102.1 

10.2 

487 

24.0 

ited  Merch  ft  Mfrs 

-1.0 

649 

77.5 

5.7 

755 

23.8 

West  Point-Pepperell 

-4.9 

715 

116.4 

5.0 

784 

39.9 

Intl  Harvester 

-1.0 

650 

42.7 

7.4 

681 

31.2 

Cannon  Mills 

-5.0 

716 

-22.3 

3.5 

817 

15.6 

lillips-Van  Heusen 

-1.0 

650 

-80.2 

10.2 

478 

9.4 

Federal-Mogul 
Allied  Products 

-5.1 
-5.1 

717 
718 

45.7 
67.0 

4.4 
11.2 

799 
403 

20.5 

Walgreen 

-1.1 

652 

-37.6 

9.3 

553 

14.5 

42.4 

A  0  Smith 

-1.1 

653 

-36.4 

7.9 

647 

8.5 

Kaiser  Steel 

-5.3 

719 

261.6 

6.7 

716 

45.0 

ttone  Consolidated 

-1.1 

653 

394.2 

8.5 

605 

40.2 

Cook  United 

-5.3 

720 

-69.6 

9.1 

572 

4.5 

Philips  Industries 

-1.2 

655 

P-D 

22.6 

88 

-0.6 

General  Cable 

-5.5 

721 

75.7 

3.4 

818 

34.3 

lorth  Amer  Philips  • 

-1.3 

656 

51.4 

11.2 

396 

30.7 

Lear  Siegler 
Sheller-Globe 

-5.5 
-5.5 

722 
723 

145.3 
27.2 

8.9 
10.8 

590 
437 

17.6 

FMC 

-1.3 

657 

82.5 

5.6 

761 

31.8 

19.9 

Handy  ft  Herman 

-1.3 

658 

120.6 

7.9 

646 

59.0 

Massey-  Ferguson 

-5.6 

724 

81.0 

6.7 

716 

38.8 

Wickes 

-1.4 

659 

-6.2 

20.3 

113 

31.6 

Sav-A-Stop 

-5.6 

725 

P-D 

28.5 

45 

17.2 

nsohdated  Edison 

-1.5 

660 

6.1 

11.2 

400 

49.6 

Republic  Steel 

-5.7 

726 

224.4 

5.5 

764 

55.0 

Carson  Pirie  Scott 

-1.7 

661 

36.0 

6.2 

737 

13.8 

Chessie  System 

-5.7 

727 

319.8 

5.0 

783 

21.4 

McG  raw-Edison 

-1.7 

662 

-13.2 

7.1 

692 

18.8 

Arthur  G  McKee 

-5.8 

728 

419.6 

12.9 

294 

62.2 

growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks.         t  Latest  12  months.         P-D  Profit  to  deficit.        DP  deficit  to    profit. 
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Who's  Where  in  Growth 

EARNINGS  PER  SHARE 

SALES 

EARNINGS  PER  SHARE 

5-Yaar» 

1974f 

5-Y«r» 

1974t »        5-Yur* 

1974t  n 

5-Vaar* 

1974t  «• 

Company 

Average 

Rank 

1971-73 

1          Anraji 

Rank 

1971-73 

Company 

Average 

Rank 

1971-73 

Average 

Rank 

1971-1 

Pennwalt 

-6.0% 

729 

57.6% 

505 

36.1% 

Allied  Supermarkets 

PD% 

795 

D-D% 

9.2% 

563 

4.9 

Budd 

-6.1 

730 

-12.0 

8.7 

593 

25.7 

American  Airlines 

P-D 

795 

DP 

10.4 

467 

19.3 

Allegheny  Ludlum  Ind 

-6.2 

731 

304.6 

9.1 

568 

53.8 

American  Bakeries 

P-D 

795 

D-D 

3.3 

820 

16.1 

Norfolk  &  Western  Ry 

-6.4 

732 

180.9 

6.0 

742 

9.2 

American  Export  Ind 

P-D 

795 

D-D 

11.4 

383 

25.6 

National  Airlines 

-6.4 
-6.4 

733 
733 

139.2 
32.5 

10.2 
153 

478 
212 

21.4 
27.1 

American  Standard 

P-D 

795 

DP 

7.7 

661 

9.9 

Walter  Kidde 

Amp  ex 

P-D 

795 

DP 

5.9 

748 

-1.1 

Great  Western  United 

-6.5 

735 

59.0 

-0.5 

841 

31.4 

Anaconda 

P-D 

795 

DP 

0.9 

837 

55.5 

Cerro 

-6.6 

736 

61.4 

6.7 

720 

10.2 

Arden-Mayfair 

P-D 

795 

D-D 

2.8 

826 

-1.8 

Sundstrand 

-6.6 

737 

131.2 

8.2 

627 

42.0 

Automation  Inds 

P-D 

795 

P-D 

8.7 

593 

11.4 

USM 

-6.8 

738 

97.8 

11.2 

408 

23.2 

Bangor  Punta 

P-D 

795 

P-D 

11.3 

391 

8.6 

DeSoto 

-6.9 

739 

12.4 

12.6 

311 

9.4 

Baza'r 

P-D 

795 

D-D 

14.6 

228 

-35.6 

United  Aircraft 

-6.9 

740 

252.7 

3.3 

819 

49.1 

Bergen  Brunswig 

P-D 

795 

DP 

5.2 

775 

14.5 

Northwest  Airlines 

-7.1 

741 

131.4 

6.5 

727 

57.8 

Boise  Cascade 

P-D 

795 

DP 

1.7 

835 

2.3 

Midland-Ross 

-7.2 

742 

122.0 

-0.9 

844 

34.4 

Borman's 

P-D 

795 

DP 

5.8 

749 

13.8 

Grand  Union 

-7.4 
-7.4 

743 
744 

-74.0 
57.1 

8.1 
-3.1 

630 
849 

10.6 
9.9 

Chicago  Milwaukee 

P-D 

795 

DP 

5.3 

773 

32.0 

General  Dynamics 

City  Stores 

P-D 

795 

D-D 

0.4 

838 

0.7 

WT  Grant 

-8.0 

745 

-90.2 

9.5 

534 

11.9 

CNA  Financial 

P-D 

795 

PD 

8.3 

617 

13.1 

Wallace-Murray 

-8.2 

746 

6.9 

7.2 

689 

25.2 

Columbia  Pictures 

P-D 

795 

D-D 

4.3 

805 

16.0 

Interstate  Brands 

-8.2 

747 

8.0 

7.5 

671 

30.7 

Daylin 

P-D 

795 

P-D 

21.6 

102 

21.5 

Ex-Cell-0 

-8.5 
-8.6 

748 
749 

80.2 
382.6 

2.6 
6.9 

828 
704 

26.8 
26.0 

Diversified  Inds 

P-D 

795 

DP 

12.6 

314 

27.2 

American  Can 

E  T  Barwick  Inds 

P-D 

795 

P-D 

10.3 

470 

11.4 

Chemetron 

-8.8 

750 

222.8 

6.5 

726 

30.4 

Eastern  Air  Lines 

P-D 

795 

D-D 

12.5 

319 

26.8 

Western  Union 

-9.1 

751 

P-D 

5.4 

768 

11.7 

F  &  M  Schaefer 

P-D 

795 

DP 

9.2 

557 

•a 

Goldblatt  Brothers 

-9.7 

752 

-53.5 

5.2 

774 

8.0 

Foodarama  Supermkts 

P-D 

795 

DP 

-3.8 

850 

H  K  Porter 

-9.8 
-10.2 

753 
754 

564.3 
137.6 

-0.9 
9.1 

844 
567 

30.8 
19.0 

Genesco 

p-D 

795 

DP 

7.2 

686 

-14.4 

Food  Fair  Stores 

Grumman 

P-D 

795 

DP 

-1.9 

847 

39.1 

NCR 

-10.2 

754 

307.0 

10.7 

446 

19.6 

Hartfield-Zodys 

P-D 

795 

D-D 

22.0 

96 

10.7 

J  P  Stevens 

-10.8 

756 

255.1 

3.2 

822 

25.8 

Intl  Basic  Economy 

PD 

795 

D-D 

5.5 

763 

10.6 

Universal  Oil  Prod 

-10.8 

757 

973.3 

13.6 

261 

44.2 

Libby,  McNeill 

P-D 

795 

44.5 

4.2 

808 

13.6 

Cluett,  Peabody 

-11.0 
-11.0 

758 
759 

-44.2 
-50.8 

8.5 
8.9 

611 
590 

3.3 
21.1 

Lockheed  Aircraft 

P-D 

795 

31.1 

5.4 

772 

13.3 

Chrysler 

LTV 

P-D 

795 

DP 

16.1 

195 

26.7 

Manhattan  Industries 

-11.1 

760 

P-D 

16.7 

176 

6.0 

Marathon  Mfg 

P-D 

795 

D-D 

35.3 

22 

19.1 

Monfort  of  Colorado 

-11.3 

761 

P-D 

17.3 

161 

20.5 

Mattel 

P-D 

795 

DP 

11.3 

394 

-6.0 

Amer  Chain  &  Cable 

-11.8 

762 

348.3 

4.3 

806 

41.2 

National  Homes 

P-D 

795 

P-D 

18.7 

134 

-31.4 

SCM 

-12.0 
-12.2 

763 
764 

528.7 
177.6 

10.7 
6.9 

453 
704 

42.4 
17.5 

National  Tea 

PD 

795 

D-D 

1.9 

833 

3.9 

RCA 

Pan  Am  World  Airways 

P-D 

795 

D-D 

7.6 

667 

15.0 

Boeing 

-12.3 

765 

96.7 

3.8 

815 

25.8 

Penn  Fruit 

P-D 

795 

D-D 

12.1 

341 

-10.9 

Dillingham 

-12.5 

766 

123.3 

10.7 

446 

28.5 

Redman  Industries 

P-D 

795 

PD 

22.1 

94 

-23.5 

Varian  Associates 

-12.7 

767 

523.2 

8.0 

643 

39.0 

Seatrain  Lines 

P-D 

795 

D-D 

28.1 

46 

508 

Reliance  Group 

-13.0 
-13.4 

768 
769 

-85.9 
987.8 

12.1 
14.1 

340 
243 

17.0 
24.0 

Trans  World  Airlines 

PD 

795 

P-D 

12.2 

337 

30.2 

Pitney-Bowes 

Twentieth  Century-Fox 

P-D 

795 

-52.7 

3.6 

816 

25.5 

Magnavox 

-14.0 

770 

-83.6 

5.1 

781 

-8.4 

United  Brands 

P-D 

795 

P-D 

13.4 

273 

21.8 

Continental  Airlines 

-14.1 

771 

74.5 

14.3 

239 

20.7 

Ward  Foods 

P-D 

795 

D-D 

8.0 

640 

7.1 

Dan  River 

-14.3 

772 

217.1 

6.2 

738 

22.7 

Wean  United 

P-D 

795 

DP 

9.4 

546 

21.5 

Koehring 

-15.0 
-15.6 

773 
774 

-29.2 
188.5 

9.0 
4.3 

574 
806 

24.5 
44.3 

Bohack 

DD 

839 

P-D 

5.4 

769 

-1.3 

Cincinnati  Milacron 

Chicago  Rock  Island 

D-D 

839 

D-D 

6.4 

728 

15.3 

Shop  Rite  Foods 

-15.9 

775 

117.4 

3.2 

823 

14.7 

First  National  Stores 

D-D 

839 

D-D 

4.7 

795 

5.6 

Inmont 

-16.7 

776 

69.6 

4.7 

793 

26.3 

Penn  Central 

D-D 

839 

D-D 

4.4 

798 

18.9 

Areata  National 

-16.7 

777 

DP 

9.0 

577 

22.2 

Allegheny  Airlines 

DP 

312.2 

26.9 

52 

42.3 

McLouth  Steel 

-17.2 
-17.4 

778 
779 

472.6 
309.0 

8.1 
0.3 

639 
839 

48.5 
12.8 

American  Motors 

DP 

12.4 

12.5 

315 

37.1 

Thriftimart 

Brunswick 

DP 

27.3 

9.6 

531 

21.5 

Curtiss-Wright 

-17.9 

780 

94.7 

5.8 

751 

7.2 

Del  E  Webb 

DP 

-8.8 

11.2 

396 

0.4 

Victor  Comptometer 

-18.2 

781 

35.6 

9.2 

566 

23.7 

Hygrade  Food  Prods 

DP 

41.6 

-0.3 

840 

25.7 

Adgraph  Multigraph 

-20.3 

782 

P-D 

5.8 

752 

24.9 

Rath  Packing 

DP 

DP 

3.9 

810 

26.£! 

Olin  Corp 

-22.5 
-22.7 

783 
784 

820.7 
373.7 

3.1 
11.4 

824 
383 

16.5 
26.8 

Wheelabrator-Frye 

DP 

69.2 

29.3 

40 

75.2 , 

UAL 

Wheeling-Pitts  Steel 

DP 

501.7 

7.5 

676 

51.! 

Revere  Copper 

-23.1 

785 

DP 

4.6 

796 

38.0 

Arlen  Realty  &  Dvpt 

•  • 

DD 

*r 

11.11 

Litton  Industries 

-23.4 

786 

P-D 

10.9 

427 

24.8 

Franklin  Ufa  Ins 

»• 

•  • 

•  • 

*' 

SCOA  Industries 

-26.1 

787 

DP 

4.9 

789 

17.0 

General  Host 

•• 

36.2 

•  • 

27! 

Great  Atl  &  Pac  Tea 

-27.1 
-29.4 

788 
789 

DP 
P-D 

2.7 
20.9 

827 
107 

11.1 
91.8 

Miss  River  Corp 

•  • 

•• 

•  • 

•  ' 

ConAgra 

National  Kinney 

•• 

-83.0 

•  • 

54.;  I 

Pneumo  Corp 

-30.1 

790 

DP 

20.4 

HI 

32.0 

Republic  Natl  Ufa 

•  * 

•  • 

•  • 

*< 

Avco 

-36.6 

791 

160.0 

5.9 

747 

14.7 

Union  Bancorp 

•  * 

** 

•* 

* ' 

White  Motor 

-38.1 

792 

854.5 

5.2 

779 

37.6 

United  Gas  Pipe  Line 

»* 

•  * 

6.2 

736 

16.1 1 

Whittaker 

-47.4 

793 

40.5 

8.9 

589 

24.8 

Warner  Communicatn 

•  • 

246 

•  • 

46 :  J 

Grolier 

-49.2 

794 

P-D 

9.9 

507 

-8.5 

'The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks. 
DP  Deficit  to  profit.         D-D  Deficit  to  deficit. 


t  Latest  12  months. 


Not  available;  not  ranked. 


P-D  Profit  to  deficit 
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For 

steam  or  steel, 

America  needs  coal 


to  keep  moving, 


Kaiser  Steel  pioneered  the  unit-train  concept.  In  just  35  minutes,  our  Utah  coal 
mine  can  load  an  80-car  train  bound  for  our  Southern  California  steel  mill. 


Being  a  steel  company,  we've 
always  thought  primarily  in  terms 
of  the  metallurgical  coal  used  in 
making  steel. 

Our  mines  in  Utah  and  New 
Mexico  are  supplying  us  with  two 
million  tons  a  year  to  make  steel  for 
the  West.  Much  of  that  steel  goes  into 
structures  needed  to  beat  the  energy 
crisis:  offshore  drilling  platforms, 
refineries,  tankers,  nuclear  power 
plants  and  line  pipe. 

Our  coal  mines  have  vast  reserves 
totaling  hundreds  of  millions  —possi- 


bly more  than  a  billion  tons.  We've 
accelerated  exploration  of  these 
extensive  properties  to  determine  the 
quantity  of  both  metallurgical  and 
low-sulfur  "steam"  coal.  Like  the 
situation  at  our  Canadian  affiliate, 
Kaiser  Resources  Ltd.,  there  is  so 
much  coal  that  it  may  be  years  before 
we  know  exactly  how  much. 

As  energy  demands  place  greater 
reliance  on  "steam"  coal,  we're  set 
to  help  meet  those  demands.  Kaiser 
Steel  is  already  shipping  coal  to 
Colorado,  the  Eastern  U.S.  and 


Mexico.  And  Kaiser  Resources  is 
shipping  to  Eastern  Canada,  Japan, 
France  and  Denmark. 

Kaiser  Steel  pioneered  the  long- 
wall  mining  method  in  this  country. 
Along  with  the  railroads,  we  devel- 
oped the  unit-train  c  oncept  in  the 
Western  U.S.,  Canada,  and  Australia. 
And  Kaiser  Resources,  one  of  the 
largest  coal  mines  in  the  world, 
is  introducing  hydraulic  mining 
techniques  in  Canada. 

We've  got  it.  And  we  know  how 
to  mine  it  and  move  it. 


Wll  find  a  way  and  do  it 

For  our  latest  quarterly  report,  write  Kaiser  Steel  Corporation,  1334  KB,  300  Lakeside  Drive,  Oakland,  CA  94666. 


Who's  Where 

In  The  Stock  Market 


The  stock  market  was  in  no  great 
shape  when  it  went  into  1970:  about 
800  on  the  Dow  Jones  industrial  av- 
erage. Everybody  knows  that  it  was 
in  much  worse  shape  when  it  went 
into  1975.  How  much  worse?  Well, 
the  DJI  is  down  about  25%  from  the 
end  of  1969,  but  that  is  only  half  the 
story.  Below  are  listed  the  stock  mar- 
ket performances  of  the  859  com- 
panies covered  in  this  Annual  Re- 
port on  American  Industry.  The  me- 
dian decline  for  the  five-year  period 
was  not  the  25%  of  the  DJI,  but  a 
much  rougher  41%. 

Representing  the  median  in  this 
group  is  Phelps  Dodge,  with  a  42% 
decline.  PD  was  and  still  is  an  ex- 
tremely well-run  copper  company, 
owning  irreplaceable  natural  re- 
sources, most  of  them  safely  within 
mainland  U.S.A.  Over  these  five 
years,  its  earnings  have  risen.  Never- 
theless, its  stock  was  not  spared  from 
the  general  slaughter. 


Actually,  Phelps  Dodge  stockhold- 
ers were  lucky.  Go  to  the  end  of  the 
listing  on  page  111.  There  you  will*" 
find  five  major  companies  whose 
stocks  have  declined  95%  and  more: 
An  investment  of  $1,000  in  late  1969 
is  worth  $50  or  less  today. 

Over  75  stocks,  a  good  many  of 
them  blue  chips,  have  lost  80%  and 
more  of  their  value.  The  disaster  list 
contains  such  names  as  New  York 
Times,  McGraw-Hill,  Trane,  Polaroid, 
Sperry  &  Hutchinson,  Control  Data, 
Addressograph  Multigraph. 

Didn't  any  stocks  do  well  these  past 
five  years?  A  few;  about  one  in  five 
eked  out  some  kind  of  a  gain.  Twenty- 
one  of  the  total  at  least  doubled  (as 
compared  with  326  that  dropped  50% 
or  more ) .  Who  were  the  big  winners? 
A  fair  percentage  were  oil-drilling 
outfits  like  Baker  Oil  Tools,  Hallibur- 
ton, Williams  Cos.  The  biggest  win- 
ner was  Chicago  Bridge  &  Iron. 

McDonald's,    the   hamburger    king, 


was  way  off  from  its  high,  but  still 
managed  an  excellent  gain  over  the 
five  years;  ditto  Federal  National 
Mortgage;  Deere  &  Co.;  Ingersoll- 
Rand;  and  Citicorp. 

But  these  winners  were  no  match 
for  the  losers  in  terms  of  sheer  mon- 
ey. Chicago  Bridge  &  Iron,  Roadway 
Express  and  International  Mineral  & 
Chemicals,  the  big  winners,  each 
gained  about  $500  million  in  market 
value.  But  look  at  some  of  the  losses 
in  total  market  value:  Polaroid,  down 
$4  billion;  International  Telephone 
&  Telegraph,  down  about  $4  billion; 
Avon  Products,  down  over  $3  billion; 
General  Motors,  nearly  $10  billion. 

Just  one  more  number.  A  scarce 
two  years  ago,  the  DJI  made  an  all- 
time  high.  At  that  time,  the  859  com- 
panies currently  covered  in  this  issue 
had  a  combined  stock  market  value 
of  approximately  $770  billion;  toward 
the  end  of  1974,  this  had  shrunk  to 
$469  billion— a  loss  of  better  than 
$300  billion.  To  put  that  loss  in  per- 
spective, it  is  equivalent,  at  the  cur- 
rent rate,  to  three  years'  savings  of 
the  American  people.  In  short,  what 
we  have  seen  has  been  the  wipeout, 
in  money  terms,  of  a  major  portion 
of  the  nation's  capital.     ■ 


Who's  Where  in  the 

Stock  Market 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1970-74 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

'74 

•73 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

1 

2 

Chicago  Bridge  &  Iron 

408.1% 

123% 

12 

701/2 

9.8 

$690 

$2.67 

26 

$1.50 

2-1% 

2 

5 

Roadway  Express 

405.7 

41% 

4 

331/2 

19.7 

659 

1.63 

21 

0.25 

0.7 

3 

93 

Intl  Minerals  &  Chem 

355.3 

40% 

6i/8 

40% 

15.1 

608 

5.20 

8 

0.96 

2.4 

4 

3 

Schlumberger 

283.2 

139 

17V4 

107% 

36.7 

3,933 

3.55 

30 

0.90 

0.8 

5 

26 

Yellow  Freight  System 

218.4 

27% 

4 

20% 

14.2 

291 

1.64 

13 

0.36 

1.8 

6 

* 

Baker  Oil  Tools 

211.7 

44V4- 

65/8 

34% 

10.6 

368 

1.68 

21 

0.38 

1.1 

7 

6 

General  Reinsurance 

205.1 

256y2 

54 

180 

5.4 

980 

7.31 

25 

0.40 

0.2 

8 

88 

Getty  Oil 

185.9 

175 

-  36% 

137% 

18.7 

2,560 

14.67 

9 

1.30 

0.9 

9 

9 

Halliburton 

180.2 

194% 

30 

138 

19.2 

2,648 

7.03 

20 

1.20 

0.9 

10 

10 

Philip  Morris 

154.6 

683/8- 

14 

45% 

55.5 

2,523 

3.05 

15 

0.80 

1.8 

11 

46 

Dow  Chemical 

152.5 

70 

191/2 

57% 

92.6 

5,348 

5.65 

10 

1.40 

2.4 

12 

300 

NVF 

152.2 

233/4 

41/4 

21% 

1.8 

38 

16.84 

1 

none 

0.0 

13 

42 

Williams  Companies 

147.8 

77 

151/2 

69% 

9.5 

661 

6.77 

10 

0.60 

0.9 

14 

• 

DEKALB  AgResearch 

146.4* 

63 

6% 

38% 

11.8 

451 

1.88 

20 

0.20 

0.5 

15 

30 

Archer-Danls-Midland 

142.9 

22% 

5V4 

151/2 

16.6 

257 

1.84 

8 

0.23 

!■? 

16 

1 

McDonald's 

1384 

773/8 

9% 

33% 

40.0 

1,353 

1.61 

21 

none 

0.0 

17 

29 

Kerr-McGee 

138.3 

95%- 

19% 

71 

25.0 

1,776 

4.48 

16 

1.00 

1.4 

18 

37 

Air  Prods  &  Chems 

137.6 

58 

151/2 

421/2 

13.2 

560 

3.01 

14 

0.20 

0.5 

19 

8 

Daniel  International 

119.3 

32%- 

5% 

141/2 

7.0 

102 

1.90 

8 

0.60 

4.1 

20 

28 

Capital  Holding  Corp 

109.1 

323/4 

103/4 

23 

28.3 

651 

1.67 

14 

0.30 

1.3 

21 

59 

Dillon  Companies 

100.7 

353/4 

HV4 

26% 

5.5 

148 

2.44 

11 

1.20 

4.5 

22 

25 

Fedl  Natl  Mortgage 

95.6 

27i/4- 

7% 

16% 

46.2 

769 

2.51 

7 

0.68 

4.1 

23 

100 

Murphy  Oil 

95.0 

50%- 

7 

19% 

12.6 

247 

5.67 

3 

0.48 

2.4 

24 

94 

Ingersoll-Rand 

94.0 

98V4- 

32 

68% 

16.3 

1,107 

5.66 

12 

2.32 

3.4 

25 

* 

First  Intl  Bshs 

92.5 

60% 

15 

381/2 

13.7 

529 

3.06 

13 

1.00 

2.6 

26 

16 

Genuine  Parts 

92.0 

50% 

10% 

24 

15.7 

376 

1.51 

16 

0.56 

2.3 

27 

51 

Jefferson  Pilot 

90.8 

40%- 

11% 

28% 

24.1 

691 

2.35 

12 

0.60 

2.1 

28 

60 

Deere 

90.7 

65%- 

13% 

41% 

29.5 

1,215 

5.36 

8 

1.60 

39 

29 

70 

Phillips  Petroleum 

90.2 

71% 

20 

45% 

75.7 

3,473 

5.70 

8 

1.60 

3.5 

30 

24 

Citicorp 

86.3 

511/2 

133/4 

30% 

123.4 

3,763 

2.44 

13 

0.80 

2.6 

•Not  rar 

ked  last 

year.        JFour-year  price  change 

. 
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Mort  Kalian's 
newest  piece 
of  the  Rock: 


1.  Will  provide  funds  to  help  cover  the  costs 

of  settling  his  estate. 

2.  Will  provide  liquid  funds  to  make  estate 

settlement  easier. 

3."  Will  protect  the  value  of  the  estate  at  the 
time  of  transference. 

4.  Is  building  cash  values  he  can 

borrow  against  before  the  plan  matures. 

Prudentials  Estate 
Conservation  Plans. 


What  it  did  for  Mort,  it  could  do  for  you. 

It's  just  one  of  the  many  programs  Prudential  has  to  help 
protect  the  value  of  your  estate  and  your  business. 

Talk  to  a  Prudential  representative,  who  will  show  you 
how  to  adapt  this  program  to  fit  your  specific  needs. 

Find  out  how  much  you  can  do  for  your  estate  with  a 
piece  of  the  Rock. 


Un iHptltlftl  secuntY  and  service 


since  1875 


Business  Insurance 


Who's  Where  in  the  Stock  Market 

Total 

Latest 

Shara* 

Mart* 

12-Month 

Prlc*/ 

Indicated 

Rank 

5-Yaar 

1970-74 

Racant 

Outstanding 

Valu* 

Earnings 

Earnings 

Annual 

Currant 

'74     '73 

Company 

Prlc*  Chang* 

Prlea  Rang* 

Prlc* 

(millions) 

(millions) 

Par  Shan 

Ratio 

Dividend 

Yield 

31     50 

J  P  Morgan  8  Co 

82.7% 

73i/2-  25i/4 

54 

36.6 

$  1*77 

$  4.23 

13 

$1.80 

3.3% 

32     23 

Schering-Plough 

81*t 

87%-  30»/4 

56% 

53.8 

3,061 

2.21 

26 

0.80 

1.4 

33     12 

Upjohn 

79* 

1043/g-  16% 

47% 

29.6 

1,416 

2.68 

18 

0.96 

2.0 

34     45 

Cook  Industries 

78.9 

26>/4-    31/4 

11% 

4.1 

48 

8.60 

1 

0.40 

3.4 

35   120 

Dresser  Industries 

77.2 

701/4-  22 

443/4 

12.8 

571 

4.01 

11     . 

1.40 

3.1 

36     95 

Standard  Oil  Ind 

77.1 

55    -  I71/2 

42% 

140.5 

*5*73 

6.54 

6 

1.80 

4.2 

37     19 

Utah  International 

745 

57    -  I8V4 

391/4 

30.3 

1,190 

2.70 

15 

0.85 

2.2 

38    169 

Hercules 

74.4 

44    -  ll3/4 

27% 

41.8 

1,139 

2.76 

10 

0.80 

2.9 

39    146 

Southern  Railway 

73.6 

57    -  20 

40% 

14.4 

581 

5.71 

7 

2.12 

5.3 

40  421 

Crane 

714 

34    -  I21/2 

32 

5.1 

163 

9.54 

3 

1.50 

4.7 

41     48 

Maremont 

67.2 

591/2-    41/4 

9% 

4.4 

43 

1.61 

6 

0.40 

4.1 

42     73 

Colgate-Palmolive 

66.9 

3514-  IO1/2 

243/4 

68.4 

1,694 

1.48 

17 

0.68 

2.7 

43     15 

Black  &  Decker 

668 

423*-  12% 

253/4 

41.4 

1,067 

1.10 

23 

0.40 

1.6 

44   586 

Northwest  Industries 

66.7 

391/2-    8% 

20% 

6.5 

135 

8.65 

2 

1.20 

5.8 

45     82 

Union  Pacific 

63.1 

973/4-  293/4 

74 

22.7 

1,680 

6.68 

11 

2.80 

3.8 

46    173 

Continental  Oil 

62.7 

581/2-  19% 

43% 

50.5 

2,176 

8.29 

5 

1.80 

4.2 

47    117 

Malone  &  Hyde 

61* 

33%-    9% 

183/4 

6.6 

124 

1.51 

12 

0.44 

2.3 

48       4 

American  Inti  Group 

60.2 

713/4-   193/4 

39% 

23.8 

935 

2.47 

16 

0.24 

0.6 

49       * 

WW  Grainger 

58.0 

45    -    8% 

16 

12.9 

207 

1.53 

10 

0.30 

1.9 

50     22 

Ohio  Casualty 

57* 

60%-  15% 

28% 

5.7 

163 

4.32 

7 

1.16 

4.1 

51     87 

Pullman 

57.1 

8OI/4-  221/2 

441/4 

7.3 

321 

6.24 

7 

1.70 

3.8 

52  490 

Unhrar 

53* 

21%-  10 

21% 

2.2 

49 

5.99 

4 

1.00 

4.6 

53    172 

J  Ray  McDermott 

53* 

IO71/4-  I51/4 

81% 

7.7 

624 

7.43 

11 

1.20 

1.5 

54   160 

Fluor 

53* 

40    -  10 

21% 

16.0 

343 

1.83 

12 

0.20 

0.9 

55    124 

Pittston 

52* 

48    -  193/8 

353/4 

17.4 

620 

5.20 

7 

0.60 

1.7 

56     18 

Gannett 

52* 

45    -    9V4 

22% 

21.1 

474 

1.57 

14 

0.44 

2.0 

57    105 

Northwestern  Steel 

51* 

401/4-  19 

37% 

7.5 

281 

4.86 

8 

2.40 

6.4 

58     35 

Procter  &  Gamble 

51.1 

120    •  40% 

823/4 

82.4 

6*15 

4.08 

20 

1.80 

2.2 

59     31 

St  Paul  Companies 

50.3 

543/4.  15 

29% 

21.0 

619 

2.45 

12 

0.72 

2.4 

60     47 

Amer  Hone  Products 

49.2 

483/4-  17 

353/4 

156.1 

5,580 

1.38 

26 

0.80 

2.2 

61       7 

AMP 

48* 

52%-  13% 

27% 

37.0 

1,031 

1.28 

22 

0.33 

1.2 

62     77 

Pac  Gamble  Robinson 

47* 

443/4-  113/4 

17% 

1.5 

27 

4.12 

4 

1.28 

7.4 

63     41 

Lowe's  Companies 

47* 

711/2-    9% 

22% 

8.5 

192 

1.69 

13 

0.13 

0.6 

64   161 

Houston  Natural  Gas 

46.7 

34    -  153/4 

29% 

15.7 

465 

2.49 

12 

0.80 

2.7 

65     38 

Standard  Oil  Ohio 

44* 

86    -  251/2 

60% 

36.2 

2,183 

2.98 

20 

1.36 

2.3 

66     91 

Ralston  Purina 

44* 

493/4.  191/4 

38% 

35.4 

1,362 

2.56 

15 

0.80 

2.1 

67   130 

Safeway  Stores 

44* 

441/4-  22% 

353/4 

25.8 

924 

4.45 

8 

1.80 

5.0 

68   225 

Vulcan  Materials 

44.1 

31%-  16% 

24% 

5.6 

137 

5.60 

4 

1.60 

6.5 

69     71 

Weyerhaeuser 

42* 

46    -  17 

283/4 

128.0 

3,679 

2.53 

11 

0.80 

2.8 

70     84 

Winn-Dixie  Stores 

41.7 

443/8-  17% 

32 

19.1 

612 

2.70 

12 

1.32 

4.1 

71    188 

Scrhmer 

41.1 

I51/2-    5 

7% 

1.3 

9 

2.25 

3 

0.32 

4.3 

72     11 

Johnson  &  Johnson 

40.0 

133    -  37% 

84 

57.4 

4,821 

2.95 

28 

0.85 

1.0 

73     99 

Briggs  &  Stratton 

39* 

63%-  21% 

36% 

7.2 

267 

3.27 

11 

1.75 

4.7 

74   244 

HK  Porter 

39.6 

331/2-  16% 

33% 

1.2 

42 

7.64 

4 

2.00 

6.0 

75    171 

Albertson's 

39.0 

173/4-    71/4 

11% 

6.3 

72 

1.79 

6 

0.60 

5.3 

76     40 

Longs  Drug  Stores 

38.3 

85%-  21 

41% 

5.3 

218 

2.09 

20 

0.68 

1.6 

77     44 

Eli  Lilly 

36* 

921/2-  37% 

70 

69.0 

4*30 

2.58 

27 

1.00 

1.4 

78     33 

Chubb 

36* 

661/4-  17V« 

35 

12.2 

429 

2.20 

16 

1.40 

4.0 

79     61 

Seagram 

36.1 

49%-  183/4 

33 

35.1 

1,158 

2.33 

14 

0.80 

2.4 

80     67 

Union  Camp 

36* 

63    -  23% 

42 

15.1 

634 

5.73 

7 

2.00 

4.8 

81     39 

First  Chicago  Corp 

35* 

39%-  11% 

17% 

39.4 

684 

2.60 

7 

0.90 

5.2 

82   523 

MCA 

35.0 

35%-  11% 

26% 

8.4 

223 

5.79 

5 

0.80 

3.0 

83    153 

AtHed  Chemical 

34* 

54%-  16% 

323/4 

27.8 

909 

5.34 

6 

1.80 

5.5 

84   387 

Havatampa  Cigar 

33.9 

20%-    4% 

7 

3.1 

22 

1.21 

6 

0.36 

5.1 

85    179 

Lone  Star  Gas 

31.5 

40%-  16% 

24 

14.9 

357 

3.50 

7 

1.50 

6.3 

86    134 

Fred  Meyer 

30* 

26%-    63/4 

12% 

5.1 

66 

1.72 

7 

0.33 

2.6 

87    128 

Rohm  &  Haas 

29* 

116    -  263/8 

52% 

12.8 

671 

7.09 

7 

1.28 

2.4 

88   314 

Texasgulf 

29.5 

36%-  11% 

28 

30.4 

853 

4.33 

6 

1.20 

4.3 

89    114 

Kellogg 

29* 

I8V4-      83/4 

13V4 

73.1 

969 

1.00 

13 

0.60 

4.5 

90   377 

Fed-Mart 

29.2 

213/4-    8//8 

19% 

1.1 

20 

3.35 

6 

0.60 

3.1 

91    265 

Stauffer  Chemical 

28* 

55%-  25% 

43% 

9.8 

427 

7.34 

6 

2.20 

5.0 

92   361 

Diamond  Shamrock 

28.4 

29%-  11% 

233/4 

14.8 

353 

4.93 

5 

1.40 

5.9 

93     78 

Motorola 

27* 

69    -  15% 

43% 

28.1 

1,213 

3.14 

14 

0.70 

1.6 

94    131 

Lubrizol 

27* 

56%-  19% 

39% 

20.3 

809 

2.33 

17 

1.00 

2.5 

•Not  ranked  last 

year.        t  Four-year  price  change 
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Now  that  we're 
being  asked  to  do  more, 
why  are  we  being 
encouraged  to  do  less? 


One  of  the  greatest  needs  facing 
our  nation  is  that  of  finding  and  developing 
additional  sources  of  energy.  The  petroleum 
industry  needs  every  possible  means  of 
generating  the  funds  to  meet  the  huge  capital 
expenditures  that  are  necessary  to  make 
the  United  States  reasonably  self-sufficient 
in  energy. 

In  our  view,  the  best  interests  of  our 
nation  lie  in  opposition  to  any  attempt  to  im- 
pose additional  tax  burdens  on  the  industry. 

Percentage  depletion  and  intangible 
drilling  cost  deductions  have  been  important 
incentives  in  the  past  to  domestic  exploration 
and  drilling  for  oil  and  gas,  and  should  be 
continued.  The  industry  has  shown  every 
sign  that  it  wants  to  continue  to  develop  new 
oil  resources  both  onshore  and  Sffshore  the 
United  States.  Although  no  amount  of  capital 
investment  can  guarantee  that  petroleum 
will  be  found,  we  are  confident  we  can  reduce 
our  dependency  on  imported  oil  considerably 
under  the  stimulation  of  proper  tax 
incentives. 

Any  increase  in  taxes  could  prevent  the 
industry  from  generating  the  necessary 
capital  from  its  reduced  earnings.  Moreover, 
destroying  domestic  drilling  incentives 
would  be  a  clear  indicator  to  investors  and 
oil-producing  governments  alike  that  all  the 
talk  by  the  United  States  to  move  toward 
energy  self-sufficiency  is  so  much  nonsense. 

The  United  States  — at  least  in  the  near 
term— will  continue  to  rely  to  some  degree  on 
overseas  sources  of  energy.  Equitable  tax 
treatment  is  essential  for  U.S.  companies  to 


continue  their  exploration  efforts  throughout 
the  world.  The  erroneous  assertion  is  fre- 
quently made  that  U.S.  companies  operating 
abroad  have  the  right  to  reduce  their  U.S. 
taxes  by  the  amount  of  their  foreign  taxes, 
dollar  for  dollar.  The  fact  is  that  the  law 
permits  all  U.S.  taxpayers,  and  not  merely  oil 
companies,  to  credit  foreign  income  taxes 
against  Federal  income  taxes  on  foreign 
earnings  — and  not  against  Federal  income 
taxes  applicable  to  domestic  earnings. 

The  foreign  tax  credit  is  simply  the 
universally  recognized  method  of  avoiding 
the  inequity  of  international  double  taxation. 
The  repeal  of  the  credit  — or  similar  actions 
designed  to  raise  U.S.  revenues  from  over- 
seas operations  — would  be  self-defeating.  It 
would  tend  to  make  U.S.  industry  non- 
competitive with  their  foreign  counterparts 
and  drive  U.S.  industry  out  of  foreign 
business.  Nor  would  such  action  result  in  any 
additional  U.S.  oil  and  gas  production. 
On  the  contrary,  it  would  limit  the  nation's 
supply  of  oil  from  overseas  sources  and  would 
decrease  the  inflow  of  earnings  from  abroad. 

The  national  interest  dictates  that  the 
broadest  possible  search  for  new  petroleum 
supplies  be  made  in  order  to  diversify  our 
sources  and  relieve  our  dependency  on  any 
single  geographic  area. 

Texaco  believes  that  anyone  who  is 
seriously  interested  in  solving  our  nation's 
energy  problem  will  not  advocate  tax  treat- 
ment for  the  petroleum  industry  that  would 
result  in  impairing  our  ability  to  provide  the 
nation's  consumers  with  new  energy  supplies. 


[TEXACO 


We're  working  to  keep  your  trust. 


Who's  Where  in  the  Stock  Market 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

_ 

5-Year 

1970-74 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

■74     '73 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

95     62 

American  Express 

27.6% 

693/4- 

16% 

27 

71.5 

$  1,931 

$  2.06 

13 

$0.60 

22% 

96    111 

Aetna  Life  &  Cas 

27.1 

41     - 

15% 

24% 

52.8 

1,300 

3.38 

7 

1.08 

4.4 

97    152 

Charter  Company 

27.lt 

53%- 

5 

19% 

3.8 

74 

11.58 

2 

0.40 

2.1 

98     27 

SSKresge 

26.9 

51%- 

11% 

23 

119.9 

2,757 

1.25 

18 

0.22 

1.0 

99    346 

Northern  Natural  Gas 

26.5 

56%- 

33% 

51% 

103 
17.8 

'■     567 
996 

9.66 
4.27 

5 
13 

3.10 
1.13 

6.0 

100     96 

Carnation 

24.8 

100    - 

35% 

55% 

2.0 

101    288 

Anderson-Clayton 

23.5 

29%- 

131/4 

233/4 

6.2 

148 

4.25 

6 

1.00 

4.2 

102     57 

Gardner-Denver 

22.7 

36%- 

11 

19% 

16.5 

318 

1.50 

13 

0.76 

3.9 

103    236 

Monsanto 

224 

753/4. 

273/4 

44% 

33.4 

1486 

11.11 

4 

2.40 

5.4 

104     92 

Caterpillar  Tractor 

21.5 

77%- 

30 

51% 

57.2 

2,953 

3.66 

14 

1.80 

3.5 

105     53 

Merck 

212 

101%- 

363/4 

68% 

74.3 

5,090 

2.67 

26 

1.40 

2.0 

106   353 

Cone  Mills 

20  4 

263/4- 

13% 

16% 

3.1 

51 

5.00 

3 

1.20 

7.3 

106     90 

Nash  Finch 

20.0 

22    - 

12 

18 

1.7 

31 

3.70 

5 

1.12 

6.2 

108   204 

Sun  Oil 

19.8 

56%- 

28% 

38% 

41.0 

1,577 

8.84 

4 

0.91 

2.4 

109   234 

Santa  Fe  Industries 

19.8 

36%- 

16% 

283/4 

25.5 

733 

4.98 

6 

1.85 

6.4 

110     34 

Texas  Instruments 

194 

138%- 

303/4 

74% 

22.8 

1,696 

4.09 

18 

1.00 

1.3 

111    400 

AEStaieyMfg 

184 

451/s- 

24 

45 

2.6 

119 

5.69 

8 

1.40 

3.1 

112     79 

Champion  Home 

17.7 

26    - 

% 

2% 

35.0 

87 

0.01 

— 

0.02 

0.8 

113    526 

Gulf  &  Western  Inds 

17.3 

443/4- 

9% 

22 

14.1 

310 

5.92 

4 

0.90 

4.1 

114    139 

Texas  Eastern  Trans 

154 

61%- 

20 

27% 

24.4 

671 

3.81 

7 

1.70 

6.2 

115     54 

Hewlett-Packard 

15.5 

100%- 

19% 

59% 

27.1 

1,614 

2.77 

21 

0.20 

0.3 

116     31 

G  DSearie 

15.5 

403/4- 

11% 

15% 

49.9 

793 

1.34 

12 

0.46 

2.9 

117   369 

Western  Mr  Lines 

154 

163/4- 

2% 

6% 

15.2 

104 

1.75 

4 

0.40 

5.8 

118   241 

R  J  Reynolds  Inds 

154 

78    - 

34% 

52% 

42.1 

2,213 

6.96 

8 

2.88 

5.5 

119    198 

Delta  Air  Lines 

15.2 

68%- 

24% 

35% 

19.9 

698 

4.92 

7 

0.60 

1.7 

120  409 

Cities  Service 

14.9 

621/4- 

323/4 

44% 

26.9 

1,200 

7.83 

6 

2.40 

5.4 

121    292 

United  States  Steel 

144 

48i/2- 

25 

383/4 

54.2 

2,099 

10.48 

4 

2.40 

6.2 

122   355 

Amstar 

144 

45    - 

21% 

26% 

3.8 

100 

10.79 

2 

2.10 

7.9 

123     20 

Baxter  Laboratories 

144 

61%- 

19% 

33% 

29.6 

1,004 

1.14 

30 

0.19 

0.6 

124   243 

Colonial  Stores 

IV 

36%- 

12% 

163/4 

3.8 

64 

3.46 

5 

1.10 

6.6 

125     83 

General  Mills 

134 

67%- 

23% 

39% 

23.6 

940 

3.27 

12 

1.20 

3.0 

126    129 

H  J  Heinz 

134 

52%- 

27 

363/4 

15.1 

554 

3.80 

10 

1.12 

3.0 

127     52 

PACCAR 

134 

48    - 

123/4 

19% 

8.3 

159 

4.10 

5 

1.30 

6.8 

128  349 

Inland  Steel 

134 

37    - 

223/4 

30% 

18.1 

555 

7.33 

4 

2.80 

9.1 

129    148 

BankAmerfca  Corp 

13.1 

503/4- 

233/4 

36% 

68.9 

2,498 

3.57 

10 

1.48 

4.1 

130  345 

Union  Carbide 

12.5 

52     - 

29% 

41% 

61.0 

2,537 

7.55 

6 

2.20 

5.3 

131    339 

George  A  Hormel 

10.7 

30    - 

12% 

163/4 

4.8 

81 

3.62 

5 

0.92 

5.5 

132       * 

Butler  Manufacturing 

104 

30    - 

8% 

18% 

3.9 

71 

4.81 

4 

0.8O 

4.4 

133     66 

Moore  Corp 

9.3 

643/4- 

27% 

39% 

28.5 

1,126 

2.44 

16 

1.20 

3.0 

134    109 

Southwestern  Life 

9.2 

47    - 

163/4 

25 

10.3 

258 

2.47 

10 

0.92 

3.7 

135     36 

First  Bank  System 

8.7 

691/4- 

22% 

293/4 

14.8 

439 

3.73 

8 

1.45 

4.9 

136   453 

Thiokol 

8.1 

22     - 

7 

113/4 

5.5 

65 

3.18 

4 

0.70 

6.0 

137    795 

Lykes-Youngstown 

74 

153/4- 

4 

13% 

8.0 

111 

9.49 

1 

1.00 

7.2 

138   625 

Wheeling-Pitts  Steel 

74 

241/4- 

93/4 

20% 

3.7 

74 

14.64 

1 

1.40 

7.0 

139   572 

Super  Valu  Stores 

7.0 

33    - 

11% 

16% 

3.8 

63 

2.63 

6 

0.90 

5.5 

140   255 

Atlantic  Richfield 

64 

1133/4- 

44% 

92 

46.8 

4,308 

8.26 

11 

2.50 

2.7 

141    226 

Ideal  Basic  Inds 

6.7 

22    - 

9% 

12 

12.5 

150 

2.32 

5 

1.00 

8.3 

142   219 

Inland  Container 

64 

333/4- 

15% 

233/4 

4.4 

106 

5.68 

4 

1.25 

5.3 

143    603 

Reichhoid  Chemicals 

5.3 

17%- 

6% 

12% 

6.9 

86 

4.47 

3 

0.70 

5.6 

144   212 

Franklin  Life  Ins 

52 

341/2- 

10% 

17% 

21.0 

376 

tt 

- 

0.76 

4.3 

145   229 

Campbell  Taggart 

44 

421/2- 

16 

173/4 

4.4 

79 

3.31 

5 

1.20 

6.8 

146     55 

Burroughs 

4.2 

126%- 

39% 

82 

39.1 

3,202 

3.37 

24 

0.50 

0.6 

147    103 

Safeco 

34 

653/4- 

18 

27% 

13.1 

355 

1.54 

18 

1.00 

3.7 

148   253 

Shell  Oil 

34 

72%- 

30% 

453/4 

67.4 

3,082 

8.05 

6 

2.60 

5.7 

149    311 

Chessie  System 

2.9 

35    - 

18% 

26% 

17.2 

457 

4.87 

5 

2.10 

7.9 

150   303 

Koppers 

2.9 

55    - 

23% 

39% 

5.8 

231 

9.42 

4 

2.40 

6.0 

151    165 

Central  Steel  &  Wire 

2.7 

93     - 

60 

77 

0.3 

26 

14.73 

5 

1.00 

1.3 

152   415 

Eastern  Gas  &  Fuel 

2.6 

47    - 

12% 

24% 

8.9 

221 

4.21 

6 

0.60 

2.4 

153    465 

Interiake 

2.0 

32%- 

19% 

26 

3.7 

97 

9.52 

3 

3.00 

11.5 

154    283 

Gamble-Skogmo 

1.7 

48V4- 

17 

22% 

4.3 

96 

5.50 

4 

1.40 

6.2 

155    168 

Exxon 

14 

IO31/4- 

49% 

623/4 

223.8 

14,043 

13.70 

5 

5.30 

8.4 

156   378 

CPC  International 

1.6 

393/4- 

23% 

32 

23.7 

759 

3.59 

9 

2.00 

6.3 

157     80 

CFS  Continental 

ut 

261/4- 

9 

9% 

5.0 

47 

1.30 

7 

none 

0.0 

'Not  ranked  last 

year.         t  Four-year  price  change. 

ft  Not  ava 

liable. 

86 


FORBES,  JANUARY   1,    1975 


Behind  so  much  o!  what  you  see, 

there's  a  company 

you  may  never  see  at  all. 


1   -All 


It     111.   I  )  li 


The  company  is  us:  GAT\ 

And  the  truth  is,  we're  as  important  as  we  are  unknoi\ 

For  over  75  years,  we've  been  providing  some  very  essenti 

services  to  the  major  corporations  in  some  very  basic  industr\ 

Like  petroleum,  chemicals,  mining  and  foodstu, 

But  though  many  of  our  customers  are  known  around  the  woi 

we're  not  nearly  as  well  known  as  they  o 


Thefinancelease,when 
it'sbetter  not  tobuy.  One 

important  job  we  do  is  furnish 
major  capital  assets  to  industry. 

And  one  way  we  do  it  is 
through  the  finance  lease. 

It  gives  our  customers  all 
the  benefits  of  the  use  of  an 
asset,  without  all  the 
liabilities  of  ownership. 

Today  many  major  cor- 
porations have  their  names, 
on  offshore  oil  rigs,  jet  air- 
craft, barges,  construction 
equipment  and  a  variety  of 
heavy  machinery  that  is 
lease-financed  through  GATX. 

In  addition,  GATX  is  in- 
volved in  two  other  major 
financial  areas:  insurance  and 
banking. 

We're  involved  in  insurance 
through  the  GATX  Insurance 
Company. 

And  in  banking  through  the 
LaSalle  National 
Bank  of  Chicago. 


Lease  the  asset.  And  the 

service.  Another  major  part  of 
our  business  is  service 
leasing :  providing  a 


capital  asset  and  main- 
taining it  for  our  customer. 
For  many  years,  we  have  been 

the  nation's  leading  lessor  of 

railroad  equipment,  including 

tank  cars,  refrigerator  cars 

and  covered  hopper  cars. 
The  Airslide  car,  which 

brought  new  standards  of 

efficiency  to  the  rail 

shipment  of  dry 

bulk  commodities, 

is  one  of  our 

inventions. 
And  we  are  now 

testing  prototypes 

of  an  invention 

which  may  well 
revolutionize  rail 
shipment  of  bulk 
liquids:  the  Tank 
Train. 

It's  a  way  of  inter- 
connecting tank  cars, 
so  that  two  men,  working 

with  one  loading  connection,  can 

load  or  unload  a  million  gallons 

of  bulk  liquid  in  less  than  8  hours. 
And  it  promises  to  make 

bulk  liquid  shipment  both 

faster  and  safer  than  ever 

before  possible. 


Aplacetokeepit'tilyou 
need  it  In  addition  to  serv; 
leasing  transportation,  GA1 
also  service  leases  terminal 
facilities  for  bulk  liquids. 

We  have  17  terminals  stn 
gically  located  in  North 
America,  Europe  and  the  F< 
East,  with  a  total  capacity  < 
more  than  27  million  barrels 

Some  offer  not  only  stora 
but  also  canning,  drumminj 
and  transfer  facilities. 

Customers  for  our  termir 
division  include  many  majc 
food,  chemical 
and  petroleum 
companies. 


And  our  termir 
are  an  essential  link  in 
their  distribution  systems. 


± 


imply  because  most  of  what  we  do,  both  here  and 

iter  nationally  t  happens  behind  the  scenes. 

'ehw,  you'll  find  a  quick  sketch  of  GA  TX. 

til  show  you  just  how  important  a  job  we  do. 

.ndjust  how  sound  an  investment  we  are. 

Tnless  you  already  know  about  GATX,  we  think  you're 

ring  to  be  surprised  how  much  depends  on  us. 


rom coast  to  coast,and 
omshoretoshore.  Having 
ovide,d  the  tank  cars,  and  the 
terminals, 
it  was  only 
logical  that 
GATX 
extend  its 
service 
across  the 
ocean. 

And  that 
we  did,  in 
1970  with 
the  acquisi- 
tion of 
MTL: 
Marine 
Transport 
Lines. 

Today, 
GATX 
owns,  has 
on  order, 
d  operates  for  others  vessels 
gregating  over  5  million  tons. 
Once  again,  among  our 
stomers  you'll  find  many 
the  big  names  in  oil, 
emicals  and  foods. 
And  once  again,  you'll  find 
an  integral  part  of  their 
itribution  systems. 


Agreat  way  across  the 
GreatLakes.  In  addition  to 
ocean  transportation,  GATX 
also  provides  Great  Lakes 
transportation  through 
its  subsidiary  the  American 
Steamship  Company,  one 
of  the  oldest  shipping 
companies  on  the  Great 
Lakes. 

With  the  most  modern 
fleet  of  self-unloading 
bulk  carriers  in  the  world, 
GATX  provides  a  vital 
link  across  the  Great 
Lakes  for  shippers  of  iron 
ore  pellets,  limestone,  gypsum, 
sand  and  salt. 

And  we  are  playing  an  ever- 
growing role  in  the  movement  of 
coal  from  the  West  across  the 
Great  Lakes  to 
the  East. 


Thebuilders.Andthe 

scientists.  GATX  is  also  signi- 
ficantly involved 
in  manufacturing. 

We  build  railroad 
cars,  for  sale  and 
for  lease. 


General  American  Transportation  Corporation,  Chicago,  Illinois  60606 

bu'd  be  surprised  how  much  depends  on  us. 


Our  subsidiary  the  Fuller 
Company  manufactures  all  the 
major  equipment  needed  in  the 
production  of  cement,  and  has 
erected  complete  cement  plants 
for  several  of  our  customers. 

Our  Plate  and  Welding  divi- 
sion fabricates  storage  tanks, 
and  erects  them  on  site. 

And  the  Pollock  Company 
manufactures  steel  mill  equip- 
ment for  major  steel  producers 
here  and  abroad. 

Finally,  GARD,  our  research 
division,  does  basic  and  applied 
research,  for  GATX  and  others. 
Out  of  sight  out  of  mind? 
Now  that  you  know  our  story, 
we  hope  you'll  keep  us  in  mind. 

We  understand  that's  not  easy 

to  do.  You  won't  be  seeing  our 

name  on  all  the  things  we  lease. 

You'll  be  seeing  somebody  else's. 

And  the  day  after  tomorrow, 
that  familiar  world  will  look 
just  the  same:  full  of  companies 
that  don't  look  like  they're 
getting  any  help  from  anyone. 

So  we  hope  you'll  not  forget : 

Behind  so  much  of  what  you 
see,  there's  a  company  you  may 
not  see  at  all.  GATX. 

And  more  than  a  little 
depends  on  us. 


Who's  Where  in  the  Stock  Market 


Rank 
•74     '73 


Company 


5-Year 
Price  Change 


1970-74 
Price  Range 


Recent 
Price 


Shares 

Outstanding 

(millions) 


Total 

Market 

Value 

(millions) 


Latest 

12-Month  Price/ 

Earnings  Earnings 

Per  Share  Ratio 


Indicated 
Annual 
Dividend 


158  347 

Amsted 

1.1% 

47% 

241/2 

34% 

2.7 

%       93 

$  6.33 

6 

$3.20 

9.2% 

159    125 

Mercantile  Stores 

0.8 

85% 

25% 

333/4 

5.9 

199 

4.22 

8 

0.80 

2.4 

160     49 

Masonite 

0.7 

40% 

I21/2 

17 

16.2 

275 

1.87 

9 

0.54 

3.2 

161    306 

American  Natural  Gas 

04 

47 

26% 

32% 

18.4 

599 

4.95 

7 

2.54 

7.8 

162    158 

International  Paper 

0.0 

57 

28% 

37% 

44.1 

1336 

5.52 

7 

2.00 

5.4 

163     58 

Squibb 

-04 

57i/8- 

20 

32% 

44.5 

1464 

1.99 

17 

0.84 

2.6 

164     89 

McDonough 

-0.9 

25y4- 

6 

7% 

3.9 

28 

2.52 

3 

0.50 

7.0 

165   319 

Commercial  Metals 

-1.0 

151/2 

6V4 

12 

2.1 

26 

6.15 

2 

0.48 

4.0 

166   753 

Colt  Industries 

-1.0 

291/4 

•  I21/2 

241/2 

6.5 

160 

9.04 

3 

1.00 

4.1 

167   351 

Ethyl 

-1.0 

38% 

■  15 

24 

9.5 

229 

6.92 

3 

1.30 

5.4 

168   666 

Chemetrort 

-1.1 

30% 

•  131/2 

23% 

3.9 

91 

5.25 

4 

1.00 

4.3 

169   335 

Crum  I  Forster 

-14 

39 

10% 

18% 

12.4 

224 

2.74 

7 

1.40 

7.7 

170    156 

Burlington  Northern 

-14* 

57 

203/4 

35 

12.4 

435 

7.21 

5 

1.70 

4.9 

171    113 

Joy  Manufacturing 

-1.5 

723/8- 

241/4 

42% 

5.2 

221 

3.52 

12 

1.50 

3.5 

172    193 

Standard  Brands 

-13 

56% 

381/2 

50 

13.5 

673 

3.83 

13 

2.00 

4.0 

173   200 

Morrison-Knudsen 

-1.7 

29i/2 

7% 

13% 

2.6 

35 

3.35 

4 

0.84 

6.3 

174     75 

Provident  Life  &  Ace 

-23 

511/4 

18 

241/2 

9.8 

240 

3.20 

8 

0.56 

2.3 

175   389 

Drave 

-2.1 

48 

23 

29% 

2.2 

65 

4.39 

7 

1.60 

5.4 

176   249 

Wisconsin  Elec  Power 

-2.3 

26i/2 

16 

21% 

16.4 

351 

2.87 

7 

1.84 

8.6 

177   232 

Bethlehem  Steel 

-2.3 

36i/8 

19% 

26% 

43.5 

1,152 

6.26 

4 

2.50 

9.4 

178     65 

Northwest  Bancorp 

-23 

671/2 

■  231/4 

343/4 

11.8 

411 

4.14 

8 

1.60 

4.6 

179    123 

AMAX 

-3.5 

52% 

251/4 

35 

23.8 

832 

5.94 

6 

1.75 

5.0 

180   310 

Universal  Leaf 

-3.7 

393/4 

211/4 

26 

24 

61 

4.86 

5 

2.00 

7.7 

181     97 

Minn  Mining  &  Mfg 

-33 

91% 

351/2 

523/4 

113.7 

5,999 

2.78 

19 

1.25 

2.4 

182    119 

General  Electric 

-4.2 

75% 

30 

37% 

182.0 

6,756 

3.34 

11 

1.60 

4.3 

183   248 

Marathon  Oil 

-43 

543/4. 

20% 

34% 

30.0 

1,028 

5.88 

6 

1.80 

5.3 

184     63 

Signode 

-4.7 

54 

17% 

27 

7.2 

195 

3.33 

8 

1.00 

3.7 

185   218 

St  Joe  Minerals 

-53 

44 

19% 

34% 

9.9 

343 

8.13 

4 

2.20 

6.4 

186   350 

Tenneco 

-6.0 

303/8 

163/4 

213/4 

70.5 

1,533 

4.20 

5 

1.60 

74 

187     68 

Pfizer 

-63 

523/8 

■  21% 

32% 

70.2 

2,254 

2.03 

16 

0.81 

2.5 

188     43 

Foster  Wheeler 

-7.1 

641/2 

I21/2 

16% 

3.7 

59 

3.31 

5 

1.00 

6.2 

189   365 

Globe-Union 

-7.2 

40 

9i/« 

14% 

2.0 

29 

3.81 

4 

1.20 

8.3 

190   210 

First  Natl  Boston 

-7.7 

50 

21% 

30% 

12.1 

364 

4.69 

6 

1.88 

6.2 

191     98 

Leaseway  Transporta 

-8.0 

555/8 

7% 

14% 

7.3 

107 

2.55 

6 

0.58 

3.9 

192   231 

CIT  Financial 

-83 

431/2 

1V4 

32 

20.3 

649 

4.20 

8 

2.20 

6.9 

193    163 

Continental  Illinois 

-iJi 

671/2 

231/4 

30 

17.4 

521 

5.44 

6 

2.20 

7.3 

194   565 

Handy  &  Harman 

-83 

313/4 

131/2 

26 

2.3 

60 

2.89 

9 

0.80 

3.1 

195    170 

American  Petrofina 

-93 

401/2 

20 

31% 

10.7 

336 

7.70 

4 

2.00 

6.3 

196    110 

General  Signal 

-9.1 

591/4 

17i/« 

24% 

7.6 

189 

2.59 

10 

0.76 

3.1 

197    191 

Gt  Northern  Nekoosa 

-9.2* 

591/2 

343/4 

39% 

5.3 

210 

9.89 

4 

1.80 

4.6 

198  354 

Weis  Markets 

-93 

291/. 

■  12% 

15% 

6.0 

96 

2.12 

7 

0.52 

3.3 

199   336 

Peoples  Gas 

-9.5 

39% 

23 

26% 

18.1 

474 

4.80 

5 

2.68 

10.2 

200   285 

Timken  Company 

-10.2 

443/4 

24% 

25% 

10.6 

269 

4.32 

6 

2.00 

7.9 

201    212 

So  Natural  Resources 

-103 

663/4 

27% 

39% 

10.1 

401 

5.72 

7 

1.65 

4.1 

202   555 

WR  Grace 

-103 

351/a 

18 

23% 

29.9 

706 

4.35 

5 

1.60 

6.8 

203   237 

American  Tel  &  Tel 

-11.1 

55 

39% 

43% 

558.0 

24,132 

5.26 

8 

3.40 

7.9 

203   414 

Rockwell  Intl 

-11.1 

36% 

151/4 

19% 

30.4 

581 

4.14 

5 

2.00 

10.5 

205   211 

SmtthKJine  Corp 

-113 

661/2 

301/4 

44% 

14.8 

657 

3.78 

12 

2.00 

4.5 

206   250 

Trans  Union 

-113 

481/2 

19% 

30% 

10.0 

306 

3.20 

10 

1.56 

5.1 

207     69 

Govt  Employees  Ins 

-113 

633/4 

14 

22% 

17.7 

405 

1.88 

12 

0.80 

3.5 

208   525 

Seaboard  Coast  Line 

-11.9 

663/4 

193/4 

28% 

14.6 

409 

6.78 

4 

2.20 

7.8 

209   291 

Esmark 

-123 

45 

2OV2 

27% 

11.9 

328 

5.36 

5 

1.40 

5.1 

210     64 

Emerson  Electric 

-12.0 

531/4 

20% 

26% 

52.2 

1,383 

1.66 

16 

0.70 

2.6 

211    197 

St  Regis  Paper 

-12.1 

371/4 

18% 

20% 

21.7 

442 

4.32 

5 

1.40 

6.9 

212   296 

Cooper  Industries 

-12.1 

46% 

18 

25% 

4.4 

113 

4.79 

5 

1.04 

4.1 

212    136 

American  Financial 

-12.1 

20% 

5% 

8% 

14.0 

121 

1.46 

6 

0.04 

0.5 

213    178 

Mfrs  Hanover  Corp 

-12* 

43% 

■  19% 

27% 

28.9 

805 

4.24 

7 

1.72 

6.2 

214    155 

Cyprus  Mines 

-12.3 

451/4 

21% 

25 

10.7 

268 

5.49 

5 

1.40 

5.6 

215    138 

McLean  Trucking 

-124 

56% 

15% 

19% 

2.8 

54 

4.22 

5 

0.72 

3.7 

216   220 

Kraftco 

-124 

50% 

26% 

34% 

27.7 

956 

3.54 

10 

1.92 

5.6 

217    702 

Alexander  &  Baldwin 

-13.1 

241/s 

10 

18% 

9.2 

168 

5.35 

3 

2.20 

12.1 

218  326 

Consol  Natural  Gas 

-13.1 

33 

16% 

22% 

18.9 

423 

2.79 

8 

2.18 

9.7 

219   590 

Fleming 

-134 

153/4 

8% 

10% 

5.3 

56 

1.74 

6 

0.70 

6.7 

220   207 

Tesoro  Petroleum 

-13.7 

29 

63/4 

153/4 

10.1 

160 

5.55 

3 

0.40 

2.5 

t  Four-year  price  change. 
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Who's  Where  in  the  Stock  Market 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1970-74 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

'74      '73 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

221    260 

RR  Donnelley  &  Sons 

-13.7% 

28     - 

13% 

21% 

18.8 

$      400 

$  1.88 

11 

$0.56 

2.6% 

222   223 

E 1  du  Pont 

-13.8 

203%- 

871/2 

90% 

48.0 

4444 

10.33 

9 

6.50 

7.2 

223   334 

Union  Oil  California 

-H.1 

563/4- 

23% 

32% 

30.5 

1,002 

8.88 

4 

1.98 

6.0 

224   246 

American  Brands 

-14.7 

493/4- 

273/4 

30% 

25.6 

782 

5.02 

6 

2.56 

8.4 

225    132 

Whirlpool 

-15.1 

40%- 

11 

16% 

36.0 

599 

1.60 

10 

0.80 

4.8 

226   112 

Crown  Cork  &  Seal 

-154 

28%- 

12% 

14% 

18.5 

269 

2.12 

7 

none 

0.0 

227     71 

Chesebrough-Pond's 

-15.6 

92    - 

263/4 

42% 

15.8 

675 

2.70 

16 

1.24 

2.9 

228   634 

Witco  Chemical 

-15.6 

32    - 

14% 

201/4 

5.2 

105 

4.60 

4 

1.20 

5.9 

229   308 

Public  Sendee  Ind 

-15.8 

49%- 

23% 

31% 

12.7 

399 

3.73 

8 

2.56 

8.2 

230     76 

Champion  Spark  Plug 

-154 

20y4- 

6% 

8 

37.6 

301 

1.32 

6 

0.60 

7.5 

231    372 

Blue  Bell 

-16.2 

523/4- 

12% 

13% 

6.1 

84 

3.26 

4 

0.80 

5.8 

232    182 

Genl  Amer  Transports 

-16.4 

65    - 

221/4 

28 

12.5 

351 

4.72 

6 

1.80 

6.4 

233   357 

lltft 

-16.6 

57i/2- 

19>/4 

27% 

23.9 

661 

4.10 

7 

2.10 

7.6 

234   358 

Intl  Harvester 

-16.7 

401/2- 

163/4 

20% 

27.8 

573 

4.13 

5 

1.70 

8.2 

235  406 

Borden 

-16.9 

32%- 

151/4 

19% 

30.0 

575 

2.69 

7 

1.30 

6.8 

236   201 

U  S  Fidelity  &  Gty 

-174 

511/2- 

18% 

28% 

16.3 

458 

2.97 

9 

2.48 

8.8 

237   528 

UV  Industries 

-174 

30%- 

13% 

203/4 

3.9 

81 

7.03 

3 

1.00 

4.8 

238  422 

National  Distillers 

-17.0 

20%- 

12% 

14 

24.6 

344 

3.34 

4 

1.20 

8.6 

239    187 

Westvaco 

-17.1 

40%- 

14% 

22% 

11.0 

247 

5.70 

4 

1.40 

6.2 

240   183 

Beatrice  Foods 

-172 

301/4- 

11% 

15 

74.5 

1,117 

1.65 

9 

0.72 

4.8 

240   308 

Southern  Pacific 

-17.2 

52    - 

213/4 

27 

26.6 

719 

4.68 

6 

2.24 

8.3 

242  405 

Consol  Freightways 

-17.3 

31%- 

9% 

11% 

11.9 

136 

2.80 

4 

0.70 

6.2 

243   261 

Standard  OB  Calif 

-174 

59%- 

19 

21% 

169.8 

3,588 

6.84 

3 

2.00 

9.5 

244    150 

Perkin-FJmer 

-174 

43%- 

8% 

19 

17.7 

335 

0.95 

20 

0.28 

1.5 

245       * 

Harris  Ban kcorp 

-184 

65    - 

37 

43% 

2.9 

128 

8.66 

5 

2.50 

5.7 

246   281 

Massey-Ferguson 

-18.5 

27%- 

8 

13% 

18.2 

242 

3.30 

4 

0.80 

6.0 

247   359 

American  Cyanamid 

-18.5 

401/4- 

17% 

21% 

47.7 

1,026 

3.14 

7 

1.50 

7.0 

248  316 

Ken  necott  Copper 

-18.7 

56    - 

193/4 

38 

33.2 

1,260 

6.19 

6 

2.60 

6.8 

249    145 

lackEckerd 

-184 

43%- 

8 

14 

18.7 

262 

1.23 

11 

0.24 

1.7 

250    550 

West  Point-Pepperell 

-19.0 

31%- 

I6V4 

18% 

4.8 

89 

5.20 

4 

2.00 

10.7 

251    331 

Mellon  National  Corp 

-192 

61%- 

29 

41% 

9.8 

407 

5.32 

8 

2.60 

6.3 

252   254 

Maytag 

-19.2 

46i/4- 

18% 

18% 

13.4 

246 

1.90 

10 

1.50 

8.2 

253    569 

Reeves  Brothers 

-19.3 

393/4- 

16% 

16% 

1.7 

28 

5.27 

3 

1.80 

10.7 

254   397 

Southland  Corp 

-194 

373/4- 

12% 

15% 

16.9 

262 

1.68 

9 

0.39 

2.5 

255   240 

Richmond  Corp 

-19.6 

31%- 

93/4 

10% 

13.0 

137 

2.35 

4 

0.80 

7.6 

256    552 

McLouth  Steel 

-194 

20    - 

7% 

13% 

5.3 

70 

4.18 

3 

1.60 

12.2 

257   352 

Armco  Steel 

-19.7 

29%- 

15% 

23 

29.3 

673 

5.87 

4 

2.20 

9.6 

258   318 

So  New  England  Tel 

-19.9  * 

451/4- 

25% 

29% 

10.2 

297 

3.97 

7 

2.84 

9.7 

259   245 

Columbia  Gas  System 

-204 

403/4- 

15% 

203/4 

32.4 

673 

3.16 

7 

1.98 

9.5 

260   337 

Liggett  &  Myers 

-20.3 

741/4- 

24% 

26 

8.2 

213 

3.63 

7 

2.50 

9.6 

261    115 

Alcan  Aluminium 

-20.6 

41     - 

15 

2OV4 

34.7 

703 

4.57 

4 

1.40 

6.9 

262    104 

Ralph  M  Parsons 

-20.7 

35    - 

10 

12 

2.3 

27 

2.20 

5 

0.60 

5.0 

263    659 

Ogden 

-20.9 

20%- 

6% 

15% 

9.8 

148 

4.26 

4 

1.00 

6.6 

264    159 

Knight-Ridder  News 

-214 

57%. 

12% 

18% 

10.4 

189 

2.03 

9 

0.54 

3.0 

265   598 

Riegel  Textile 

-214 

22%- 

9% 

10% 

2.6 

26 

3.47 

3 

1.20 

11.9 

266   317 

Arthur  G  McKee 

-21.4 

35%- 

8% 

10% 

1.5 

17 

2.91 

4 

1.20 

11.0 

267   392 

ACF  Industries 

-214 

61 1/4- 

283/4 

38% 

5.6 

217 

4.64 

8 

2.60 

6.8 

268     85 

Eastman  Kodak 

-21.6 

1513/4- 

57% 

64% 

161.6 

10,442 

3.71 

17 

2.19 

3.4 

269    106 

J  C  Penney 

-214 

101     - 

35 

38% 

58.9 

2,268 

3.08 

13 

1.16 

3.0 

270   214 

III  International 

-22.1 

28%- 

9 

9% 

26.7 

254 

2.66 

4 

0.85 

8.9 

271    118 

Central  Soya 

-22.1 

233/4. 

93/4 

11% 

15.3 

173 

2.06 

5 

0.60 

5.3 

272   437 

Raytheon 

-22.1 

47    - 

16% 

25% 

15.0 

382 

3.62 

7 

0.80 

3.1 

273       * 

Seafirst 

-224 

34%- 

13 

17% 

9.0 

158 

3.02 

6 

1.00 

5.7 

274   393 

Norfolk  &  Western  Ry 

-224 

85%- 

49% 

60% 

10.4 

627 

10.29 

6 

5.00 

8:3 

275    522 

.Del  Monte 

-224 

293/4- 

153/4 

20 

12.0 

240 

3.56 

6 

1.30 

6.5 

276   380 

National  Steel 

-22.4 

47    - 

283/4 

32 

18.9 

606 

8.92 

4 

3.00 

9.4 

277    195 

WmWrigieyJr 

-22.5 

981/2- 

38 

40% 

3.9 

159 

4.26 

10 

3.00 

7.4 

278    194 

Sperry  Rand 

-224 

56    - 

183/4 

28% 

34.5 

987 

3.47 

8 

0.76 

2.7 

279    142 

Oscar  Mayer 

-23.0 

35%- 

13% 

15% 

9.5 

147 

3.14 

5 

0.92 

5.9 

280   280 

Central  Tel  &  Utils 

-23.0 

251/2- 

13 

163/4 

19.3 

324 

2.08 

8 

1.12 

6.7 

281    571 

Fleetwood  Enterprises 

-23.0 

49%- 

3% 

9% 

11.4 

109 

0.38 

25 

0.24 

2.5 

282   423 

Federal  Paper  Board 

-234 

31%- 

14 

16% 

2.9 

48 

6.39 

3 

1.20 

7.3 

283   530 

Edison  Bros  Stores 

-234 

493/4- 

17% 

18% 

4.0 

76 

3.81 

5 

1.32 

7.0 

284   319 

National  Fuel  Gas 

-23.4 

291/2- 

16% 

18% 

5.1 

94 

3.39 

5 

2.00 

10.9 

•Not  ranked  last 

year. 
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General  Telephone  &.  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 


We 1  entertain  them... 


(Sylvania  lighting  for  home,  industry  and  photography) 

We  brighten  their  lives.. 

(To  23,000,000  people  we're  the  telephone  company) 

We  get  people  talking.. 


...and  we  serve  their  needs  in  a  lot  of  oth 


street  lighting 

microwave  systems 

earth  stations 
for  Comsat 

electronic  telephone 
equipment 

powder  metallurgy 

specialty 
Inorganic  chemicals 

television  picture  tubes 

data  transmission 

quadraphonic  receivers 

circuit  breakers 

telephone 
directories 

mine-drilling  bits 

printed 
circuit  boards 

alumina  ceramics 

motor 
control  centers 

electrical  metering 
equipment 

electronic  security 
systems 

tungsten  wire 

video  terminals 

projector  lamps 

welding  electrodes 

Sun  Gun  "movie  lights 

transceivers 

air  traffic 
control  systems 

automotive  flashers 


We're  GTE. 


General  Telephone  &  Electronics, 

a  growing  concern 

for  your  growing  needs. 


Who's  Where  in  the  Stock  Market 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1970-74 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current   , 

•74     '73 

Company 

Prica  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

285    242 

Certain-teed  Prods 

-23.5% 

30%-    6% 

73/4 

12.0 

$       93 

$  0.76 

10 

$0.60 

7.7% 

286   629 

United  Aircraft 

-23.6 

49    -  203/4 

30 

11.7 

352 

6.43 

5 

2.00 

6.7 

287    149 

Owens-Corning  Fbrgls 

-23.8 

58V4-  27 

331/4 

14.9 

495 

2.66 

13 

0.88 

2.6 

288    175 

Anheuser-Busch 

-24.3 

69y8-  21 

27% 

45.1 

1,245 

1.31 

21 

0.60 

2.2 

289      14 

Combustion  Engineers 

-244 

IO6V4-  21% 

31 

10.1 

314 

4.26 

7 

1.80 

5.8 

290   450 

Eitra 

-24.6 

39%-  17 

203/4 

7.5 

156 

4.47 

5 

1.50 

7.2 

291    293 

No  States  Power 

-24.6 

31%-  151/4 

171/4 

23.0 

397 

2.39 

7 

1.84 

10.7 

292   519 

Engelhard  Min  &  Chem 

-245 

363/4-  12% 

17% 

26.6 

469 

3.57 

5 

0.60 

3.4 

293       • 

Republic  of  Texas 

-24.6 

441/4-  15% 

19% 

9.3 

185 

2.78 

7 

1.08 

5.4 

294    190 

Amer  Broadcasting 

-24.7 

403/4-    9% 

133/4 

16.6 

228 

3.03 

5 

0.80 

5.8 

295    122 

PepsiCo 

-24.8 

90%-  291/4 

391/2 

23.7 

937 

3.61 

11 

1.40 

3.5 

296   442 

Interco 

-24.9 

553/4-  17 

20 

11.4 

228 

4.59 

4 

1.46 

7.3 

297   217 

Campbell  Soup 

-24.9 

37%-  221/4 

263/4 

33.3 

892 

2.61 

10 

1.18 

4.4 

298   282 

Ford  Motor 

-24.9 

82%-  283/4 

30% 

93.2 

2578 

4.20 

7 

3.20 

10.4 

299   344 

Ark  Louisiana  Gas 

-25.0 

31     -  153/4 

2OV4 

10.1 

204 

4.69 

4 

1.70 

8.4 

299    154 

Square  D 

-25.0 

43%-  12i/2 

153/4 

23.5 

369 

1.58 

10 

1.10 

7.0 

299   167 

Sterling  Drug 

-25.0 

38%-  16 

21V* 

59.0 

1,253 

1.39 

15 

0.70 

3.3 

302   423 

May  Dept  Stores 

-25.1 

54%-  15i/2 

20% 

14.9 

300 

3.22 

6 

1.60 

8.0 

303   215 

VFCorp 

-25.2 

341/4-    9 

11% 

9.8 

116 

2.49 

5 

1.00 

8.4 

304   116 

Hiram  Walker 

-25.3 

571/2-  33 

351/2 

17.2 

612 

3.84 

9 

1.65 

4.6 

305   463 

American  Natl  Finl 

-254 

12V«-    5% 

6% 

32.5 

215 

1.01 

7 

0.42 

6.3 

306   267 

Panhandle  Eastern 

-25.5 

45%-  191/2 

251/4 

14.5 

366 

4.48 

6 

2.00 

7.9 

307   348 

Central  &  South  West 

-255 

261/2-    103/4 

15 

47.1 

707 

1.79 

8 

1.12 

7.5 

308  330 

Continental  Corp 

-255 

48    -  23% 

31% 

25.2 

783 

4.14 

8 

2.60 

8.4 

309   263 

NLT 

-25.7 

30%-    83/4 

13% 

34.2 

458 

2.30 

6 

0.40 

3.0 

310       * 

Browning-Ferris  Inds 

-25.7 

363/4-    5% 

61/2 

16.6 

108 

1.01 

6 

0.20 

3.1 

311    338 

Cleveland  Elec  ilium 

-25.9 

423/4-  2OV4 

24 

13.8 

331 

3.67 

7 

2.40 

10.0 

312   375 

Potomac  Elec  Power 

-25.9 

18    -    83/8 

10 

32.8 

328 

1.76 

6 

1.16 

11.6 

313    164 

Turner  Construction 

-26.3 

283/4-     93/4 

10% 

1.1 

11 

2.92 

4 

1.20 

11.0 

314   537 

Signal  Companies 

-26.3 

25%-  IO1/2 

151/4 

20.1 

307 

7.55 

2 

0.78 

5.1 

315   682 

Northrop 

-264 

353/4.  14 

26% 

3.6 

94 

4.59 

6 

1.60 

6.1 

316  470 

American  Stores 

-26.9 

631/2-  I61/2 

26% 

3.5 

91 

7.20 

4 

2.00 

7.7 

317   737 

Fiavorland  Inds 

-27.1 

231/4-    41/2 

73/4 

0.7 

6 

0.24 

32 

none 

0.0 

318  577 

Gen  Tire  &  Rubber 

-27.2 

31%-  IIV4 

12% 

21.5 

261 

3.66 

3 

1.10 

9.1 

319   396 

Mead 

-27.3 

231/2-  11 

15 

15.1 

227 

4.74 

3 

1.20 

8.0 

320   298 

Norris  Industries 

-274 

581/4-  12% 

13V4 

4.0 

53 

3.62 

4 

1.12 

8.5 

321    272 

Texas  Utilities 

-274 

36    -  I51/4 

20 

60.0 

1,200 

2.18 

9 

1.16 

5.8 

322   121 

Warner-Lambert 

-27.7 

58    -  18% 

251/2 

78.4 

1,999 

1.94 

13 

0.84 

3.3 

323   133 

Connecticut  General 

-27.7 

583/g-  22% 

33% 

27.3 

924 

4.88 

7 

0.88 

2.6 

324    127 

Hanna  Mining 

-27J 

623/4-  19 

30 

8.8 

265 

1.81 

17 

1.35 

4.5 

325   274 

Mobil  Oil 

-28.3 

75%-  30% 

33 

101.9 

3,361 

11.60 

3 

3.20 

9.7 

326   515 

Martin  Marietta 

-284 

251/4-  11% 

14% 

23.4 

339 

3.89 

4 

1.30 

9.0 

327   672 

Hygrade  Food  Prods 

-285 

45%-    83/4 

19% 

1.0 

20 

5.49 

4 

0.80 

41 

328     32 

Watt  Disney 

-28.5 

119%-  19% 

22% 

29.7 

658 

1.62 

14 

0.12 

0.5 

329   488 

Amer  Hoist  8  Derrick 

-28.5 

17%-    71/4 

8% 

3.4 

29 

2.25 

4 

0.70 

8.2 

330       * 

Dover  Corp 

-28.7 

581/2-  25% 

30% 

4.5 

136 

4.82 

6 

1.20 

4.0 

330   151 

Stanley  Works 

-28.7 

47%-  123/4 

14% 

7.7 

114 

2.66 

6 

0.96 

6.5 

332   367 

Cannon  Mills 

-28.8 

26    -    91/4 

10V« 

9.3 

95 

1.22 

8 

0.86 

8.4 

333       » 

Washington  Post 

-29.1?$ 

38    -  143/4 

18 

4.8 

86 

2.93 

6 

0.50 

2.8 

334   147 

Hoerner  Waldorf 

-29.1 

21%-     63/4 

9 

14.1 

127 

2.20 

4 

0.60 

6.7 

335  202 

Ferro 

-29.5 

50%-  133/4 

163/4 

4.4 

74 

3.62 

5 

1.00 

6.0 

336   284 

Petrolane 

-29.6 

33    -     7% 

9% 

9.3 

88 

1.87 

5 

0.44 

4.6 

337   390 

Texaco 

-294 

393/8-  20 

21% 

271.9 

5546 

6.92 

3 

2.10 

9.8 

338   327 

Gt  Western  Financial 

-29.9 

36    -     6% 

14% 

14.9 

215 

2.38 

6 

0.44 

3.1 

339   554 

Winnebago  Industries 

-30.2 

481/4-    2% 

33/4 

25.2 

95 

-0.28 

def 

none 

0.0 

340  376 

Wetterau 

-304 

29%-  11 

11% 

5.3 

63 

1.48 

8 

0.50 

4.2 

341   400 

Norton 

-304 

391/4-  20 

20% 

5.4 

112 

5.61 

4 

1.60 

7.7 

342   384 

Fisher  Foods 

-30.5 

223/8-    8 

HV4 

6.2 

69 

1.90 

6 

0.40 

3.6 

343    126 

Sears,  Roebuck 

-305 

1231/4-  433/4 

47i/4 

157.3 

7,434 

3.92 

12 

1.85 

3.9 

344   578 

Jim  Walter 

-30.7 

461/4-  13% 

2IV2 

13.6 

292 

3.65 

6 

0.80 

3.7 

345   287 

Marcor 

-30.9 

38%-  14 

15% 

28.4 

444 

4.16 

4 

1.00 

6.4 

346     13 

Jos  Schlitz  Brewing 

-31.0 

68%-  15% 

I71/4 

29.0 

501 

1.94 

9 

0.68 

3.9 

347    189 

Lincoln  NatJ  Corp 

-31.0 

48i/4-  19 

25 

19.4 

485 

3.47 

7 

1.60 

6.4 

348   699 

Beech  Aircraft 

-31.2 

16%-     5% 

7% 

7.1 

54 

1.79 

4 

0.59 

7.7 

'Not  ranked  last 

year.         tt  Three-year  price  i 
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Many 

things 
we  finance 
aren't 
even 
lectric 


KE  CLEAN  AIR) 


I 


By  the  time  environmental  protection  started  making  headlines, 

we  already  had  considerable  experience  financing  and  leasing 

vital  pollution  controls. 

Through  the  years,  we  chalked  up  some  important  firsts.  Like 

combining  a  low-cost  leveraged  lease  with  tax-exempt  Industrial 

Revenue  Bonds.  Result?  A  major  steel  company  drastically  cut  the 

cost  of  its  pollution  control  equipment. 

By  leveraging,  we  were  also  first  to  provide  solid  waste  sorting 

and  disposal  plants  for  municipalities.  At  lower  costs  than 

by  straight  bond  financing. 

But  our  know-how  isn't  limited  to  financing  pollution  control 

equipment.  We've  financed  thousands  of  commercial  and 

industrial  projects  with  the  same  kind  of  inventiveness. 

Tell  us  what  you  need  to  clean  up  the  air  or  the  water.  Or  to 

modernize  or  expand.  You  name  it. 

Things  don't  have  to  be  electric  for  us  to  finance  or  lease  them! 


General 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 
Stamford,  Connecticut  06904 


Equipment  and  Fleet  Leasing 

Installment  Purchase  Plans 

Computer  Financing  and  Leasing 

Capital  Loans 

Real  Estate  Financing 

Accounts  Receivable  and  Inventory  Financing 

Wholesaler,  Retailer  and  Consumer  Credit 

Mobile  Homes  •  Home  Modernization  •  Boats 

Progress  for  People  and  Business 


Reichhold  helps 


improve  a  child's 

mind  arid  a 
company's  packaging. 


Paper. 

Without  it,  education  would  halt.  So  would 
financial  transactions  and  a  lot  of  packaging. 

Reichhold  plays  many  key  roles  in  the 
world  of  paper— even  though  we  make  no 
finished  paper  products.  But  we  do  supply  many 
chemicals  that  make  paper  products  possible. 

Our  Newport  Division's  rosin  size  is  essen- 
tial to  making  the  vast  tonnages  of  paper 
required  today.  Newport  resins  are  used  to 
make  printing  inks  (our  Chemical  Colors  Divi- 
sion also  supplies  key  colorants  to  ink-makers). 

At  RCI  we're  also  very  much  in  the  paper 
coating  business— everything  from  rugged 
kraft  and  paperboard  to  fine  printing  papers. 
/Vnd  the  right  coating  can  make  paper  more 
attractive . . .  help  it  stand  up  under  all  sorts 
}f  conditions  and  rough  handling . . .  and  open 
jp  new  applications  for  paper. 

Reichhold  resins  add  special  properties  to 
paper— making  it  resistant  to  rubbing,  grease  or 


water.  Our  wet  strength  resins  help  keep  your 
shopping  bag  from  bursting  in  the  rain. 

Printers  and  lithographers  protect  their 
handywork  with  clear  varnishes  made  with 
Reichhold  resins.  And  RCI  hard  resins  are 
vital  to  the  adhesives  used  in  paper  lamination. 

RCI  phenolic  resins  take  paper  into  highly 
unique  applications.  For  example,  what  starts 
out  as  paper  can  wind  up  as  a  tough,  virtually 
indestructible  countertop  in  your  kitchen. 

Reichhold  has  successfully  developed  a 
variety  of  products  for  the  paper  industry. 

But  that  is  only  one  facet  of  Reichhold's 
50-year  tradition  of  success.  RCI's  half  century 
of  accomplishments  and  growth  has  been 
marked  by  contributions  to  many  industries— 
such  as  electrical,  construction,  rubber,  coatings, 
plastics  and  automotive. 

For  details  on  Reichhold's  pattern  of 
growth,  write  for  a  copy  of  our  latest  Progress 
Report. 


REICHHOLD 


Reichhold  Chemicals  Inc.  RCI  Building,  White  Plains,  New  York  10603 


ORE-PROCESSING  PLANT 
FOR  ONE  OF  EUROPE'S 
LARGEST  STEEL  CENTERS 

A  $36.000.000  Grate-Kiln  iron-ore 
pelletizing  system  for  Britain's 
record  size  steel  making 
complex  now  under 
construction.  A-C  can 
provide  complete  new 
plants,  modernizations, 
and  expansions  in  the 
field  of  minerals 
processing  on  a 
worldwide  basis. 

ilk 


—  j 


COPPER  AND  GOI 

ORE-PROCESS^ 

FOR  PAPUA  NEW  GUINE 

Nine  giant  ball  mills  and  other  A-C  proce, 
equipment  serve  this  $400,000,000 
Bougainville  Island  mining  center,  one  of 
the  world's  largest  open-pit  operations. 
A  broad  variety  of  A-C  products  and 
processes  serves  basic  mineral 
industries  in  many  countries 
around  the  world. 


* 

W^M 

;;^'l 

i% 

J 

H^2^M 

J 

For  more  metal. 

The 
world  needs 
more  of  >vhat 

Allis-Chalmers 

makes. 


Who's  Where  in  the  Stock  Market 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1970-74 

Recant 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

'74      '73 

Company 

Price  Changs 

Price  Range 

Price 

(millions) 

(millions) 

Par  Share 

Ratio 

Dividend 

Yield 

349   498 

Sherwin-Williams 

-31.40/q 

57%- 

25% 

32 

5.4 

$     172 

$  5.24 

6 

$2.20 

6.90/o 

350    221 

Oxford  Industries 

-31.4 

24%- 

8 

8 

2.8 

23 

3.64 

2 

0.60 

7.5 

351    368 

Pa  Power  &  Light 

-31.5 

27%- 

13 

16% 

23.3 

392 

2.51 

7 

1.80 

10.7 

352    250 

Federated  Dept  Strs 

-31.8 

59    - 

20% 

25i/4 

44.2 

1,117 

2.63 

10 

1.16 

4.6 

353    732 

Boeing 

-32.0 

31%- 

11% 

19% 

21.3 

407 

3.16 

6 

0.60 

3.1 

354    832 

Great  Western  United 

-32.1 

39%- 

1% 

26V2 

2.1 

55 

8.21 

3 

none 

0.0 

355   449 

Harsco 

-32.1 

21%- 

10% 

II1/4 

8.8 

99 

2.63 

4 

1.00 

8.9 

356    594 

Republic  Steel 

-32.1 

37%- 

173/4 

231/4 

16.2 

376 

8.77 

3 

2.60 

11.2 

357    230 

Crown  Zellerbach 

-32.4 

43%- 

193/4 

23% 

24.6 

579 

4.66 

5 

1.80 

7.7 

358   257 

Dana 

-32.8 

401/4- 

15 

15% 

14.6 

221 

4.20 

4 

1.36 

9.0 

359    661 

Skyline 

-32.9 

74    - 

9% 

19% 

11.3 

215 

0.69 

28 

0.24 

1.3 

360       * 

Kemper  Corp 

-32.9 

51%- 

II1/4 

133/4 

5.5 

76 

3.05 

5 

0.80 

5.8 

361    180 

Revlon 

-33.1 

803/4- 

383/4 

46% 

13.2 

616 

3.64 

13 

1.20 

2.6 

362   407 

Carpenter  Technology 

-33.2 

321/2- 

I51/4 

17% 

4.2 

75 

4.84 

4 

1.60 

9.0 

363    341 

Big  Bear  Stores 

-33.3 

41%- 

12 

131/4 

1.3 

17 

4.09 

3 

1.12 

8.5 

363    561 

Flickinger 

-33.3 

30%- 

7% 

12 

1.1 

13 

3.08 

4 

0.65 

5.4 

365    266 

Georgia-Pacific 

-33.4 

55%- 

22% 

29% 

56.0 

1,630 

3.22 

9 

0.80 

2.7 

366   264 

Intl  Multifoods 

-33.5 

351/2- 

17 

17% 

3.5 

62 

3.77 

5 

1.36 

7.7 

367    299 

Jewel  Companies 

-33.5 

44%- 

163/4 

19% 

11.4 

222 

2.81 

7 

1.20 

6.2 

368   626 

Airco 

-33.6 

26%- 

10% 

10% 

11.3 

123 

2.41 

5 

0.90 

8.3 

369    102 

Revco  D  S 

-33.7 

56    - 

11 

15 

6.2 

94 

1.81 

8 

0.32 

2.1 

369   410 

Texas  Gas  Transmn 

-33.7 

40i/4- 

20% 

22% 

8.6 

192 

4.96 

5 

1.76 

7.9 

371    290 

Bristol-Myers 

-33.8 

751/4- 

30% 

49% 

31.4 

1,556 

3.58 

14 

1.52 

3.1 

372   491 

General  Dynamics 

-34.2 

34%- 

I31/2 

18% 

10.5 

191 

4.33 

4 

none 

0.0 

373   443 

Gould 

-34.3 

403/4- 

12% 

16 

8.6 

137 

3.66 

4 

1.10 

6.9 

374    333 

New  England  Electric 

-34.3 

27%- 

12 

14% 

16.9 

239 

1.94 

7 

1.78 

12.6 

375      56 

Coca-Cola 

-34.4 

150     - 

44% 

54 

59.8 

3,229 

3.79 

14 

2.13 

3.9 

376    222 

Alcoa 

-34.5 

533/4- 

24 

31% 

33.2 

1,033 

4.99 

6 

1.34 

4.3 

377    143 

Hoover 

-34.7 

411/2- 

9 

93/4 

13.2 

129 

1.88 

5 

0.92 

9.4 

'378   585 

Zapata 

-34.8 

42     - 

11% 

24% 

2.9 

70 

6.30 

4 

0.40 

1.7 

379    687 

MGM 

-34.9 

29%- 

71/4 

I71/4 

5.9 

102 

3.16 

5 

none 

0.0 

380       * 

Sysco 

-35.1^ 

371/4- 

6% 

10% 

3.4 

34 

2.09 

5 

0.20 

2.0 

381    321 

Allegheny  Power 

-35.2 

25%- 

H3/4 

13% 

27.3 

365 

1.93 

7 

1.52 

11.4 

382   480 

CBS 

-35.3 

63     - 

22% 

31 

28.1 

871 

3.51 

9 

1.46 

4.7 

383    386 

Greyhound 

-35.3 

25%- 

93/4 

103/4 

42.2 

453 

1.74 

6 

1.09 

10.1 

384   239 

First  Charter  Finl 

-36.4 

31%- 

43/4 

9 

26.8 

241 

1.25 

7 

none 

0.0 

385    569 

American  Can 

-36.7 

45%- 

22% 

25% 

17.7 

459 

5.18 

5 

2.20 

8.5 

386    135 

Heublein 

-36.8     * 

653/4- 

173/4 

26 

21.1 

548 

2.64 

10 

1.10 

4.2 

386   388 

Middle  South  Mils 

-36.8 

283/4- 

9% 

133/4 

44.3 

609 

2.22 

6 

1.26 

9.2 

388   486 

Bendix 

-36.8 

52%- 

20 

21 

12.1 

255 

4.65 

5 

1.80 

8.6 

389    669 

Keystone  Consolidated 

-37.0 

303/4- 

H3/4 

16 

1.9 

30 

7.05 

2 

1.25 

7.8 

390   445 

Ashland  Oil 

-37.1 

35    - 

151/2 

16% 

22.7 

375 

4.45 

4 

1.40 

8.5 

391    176 

Purolator 

-37.2 

74%- 

131/2 

19% 

4.6 

92 

3.01 

7 

0.96 

4.8 

392    504 

El  Paso  Company 

-37.2 

22%- 

9% 

103/4 

27.9 

300 

2.79 

4 

1.00 

9.3 

393    302 

Natl  Detroit  Corp 

-37.2 

581/4- 

263/4 

30% 

5.9 

179 

7.40 

4 

2.52 

8.4 

394    279 

Carter  Hawley  Hale 

-37.4 

45%- 

12 

14% 

16.7 

242 

2.16 

7 

0.80 

5.5 

395    398 

Eagle-Picher  Inds 

-37.5 

321/2- 

13 

I6V4 

4.3 

70 

3.88 

4 

1.04 

6.4 

396    591 

General  Cigar 

-37.6 

40%- 

10% 

11% 

2.2 

25 

2.09 

6 

1.20 

10.3 

397    695 

Time  Inc 

-37.7 

643/4- 

25V4 

25% 

10.0 

258 

5.19 

5 

2.00 

7.7 

398    137 

Clark  Equipment 

-37.9 

60%- 

19% 

20% 

13.6 

279 

4.95 

4 

1.60 

7.8 

399       * 

Philadelphia  Natl 

-38.0 

52%- 

19% 

21% 

5.8 

124 

4.78 

4 

2.00 

9.4 

399    542 

UAL 

-38.0 

541/4- 

12% 

163/4 

21.2 

355 

3.90 

4 

0.73 

4.4 

401    428 

Public  Service  Colo 

-38.0 

261/4- 

93/4 

11% 

19.8 

230 

1.68 

7 

1.20 

10.3 

402    618 

Allegheny  Ludlum  Ind 

-38.0 

39%- 

16 

22 

4.8 

105 

8.47 

3 

1.60 

7.3 

402    420 

PPG  Industries 

-38.0 

50    - 

20 

22 

20.8 

457 

4.75 

5 

1.70 

7.7 

404    2.62 

Abbott  Laboratories 

-38.2 

88    - 

30% 

471/4 

13.6 

644 

3.80 

12 

1.32 

2.8 

405    237 

Scott  &  Fetzer 

-38.4 

453/4- 

8% 

8% 

7.6 

65 

2.59 

3 

1.00 

11.6 

406    363 

No  Illinois  Gas 

-38.5 

38%- 

15 

17% 

13.8 

240 

2.69 

6 

1.92 

11.1 

407 

Nationwide  Corp 

-38.6 

19     - 

5 

6% 

10.2 

65 

2.14 

3 

0.25 

3.9 

408    157 

Lucky  Stores 

-38.7 

21%- 

73/4 

8% 

35.3 

300 

1.07 

8 

0.58 

6.8 

409     80 

Fischbach  &  Moore 

-38.7 

69%- 

14 

19% 

3.2 

63 

3.23 

6 

1.10 

5.6 

410       * 

NCNB 

-38.7 

42%- 

7% 

8% 

16.9 

137 

1.42 

6 

0.52 

6.4 

411    227 

Kimberly-Clark 

-38.8 

50%- 

18% 

241/4 

23.2 

564 

4.21 

6 

1.60 

6.6 

412   418 

Pacific  G  &  E 

-38.9 

36%- 

17 

20 

71.1 

1,422 

3.48 

6 

1.88 

9.4 

Not  ranked  last 

year,     t  Four-year  price  change. 
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Who's  Where  in  the  Stock  Market 


Rank 
'74      '73 


Company 


5-Year 
Price  Change 


1970-74 
Price  Range 


Recent 
Price 


Shares 
Outstanding 
(millions) 


Total 

Market 

Value 

(millions) 


Latest 

12-Month  Price/ 

Earnings  Earnings 

Per  Share  Ratio 


Indicated 
Annual 
Dividend 


413    480 

Federal-Mogul 

-39.10/0 

323/8- 

15 

15 

5.3 

$       79 

$  2.68 

6 

$1.80 

12.0% 

414   451 

Kings  Dept  Stores 

-39.2 

21%- 

4 

5% 

8.7 

49 

1.15 

5 

0.40 

7.1 

415    186 

IBM 

-39.2 

365  %- 

150% 

177% 

147.2 

26,091 

12.65 

14 

6.00 

3.4 

416   462 

Potlatch 

-39.3 

39%- 

19% 

23% 

7.3 

171 

5.99 

4 

1.40 

6.0 

417    205 

Newmont  Mining 

-39.4 

39%- 

18% 

19% 

24.3 

467 

5.64 

3 

1.60 

8.3 

418    579 

First  Natl  Stores 

-39.4 

49%- 

15 

21% 

1.1 

24 

-6.45 

def 

0.25 

1.2 

419    383 

Cincinnati  G  &  E 

-39.6 

29%- 

13% 

14% 

18.7 

271 

1.93 

8 

1.64 

11.3 

419    192 

Clorox 

-39.6 

53     - 

6% 

7% 

22.4 

162 

0.90 

8 

0.52 

7.2 

421    370 

Marshall  Field 

-39.6 

38%- 

14i/4 

15% 

9.1 

138 

2.51 

6 

1.24 

8.1 

422    651 

Interpace 

-40.1 

363/8- 

12% 

13% 

2.6 

35 

2.77 

5 

1.10 

8.1 

423    517 

St  Louis-San  Fran  Ry 

-40.3 

56%- 

22 

23% 

2.6 

62 

4.66 

5 

2.50 

10.5 

424    379 

Pacific  Lighting 

-40.4 

29%- 

13% 

14% 

17.3 

255 

2.23 

7 

1.68 

11.4 

425    529 

Arvin  Industries 

-40.5 

30    - 

6 

6% 

5.6 

35 

0.69 

9 

0.52 

8.3 

426       * 

Seaboard  Alld  Millng 

-40.6 

12%- 

5 

5% 

1.3 

7 

1.83 

3 

0.40 

7.8 

427    174 

Richardson-Merrell 

-40.7 

42%- 

13% 

18% 

23.2 

435 

2.00 

9 

0.64 

3.4 

428   395 

Houston  Ltg  &  Power 

-40.8 

563/4- 

16% 

23% 

21.8 

508 

3.47 

7 

1.56 

6.7 

429    719 

Thriftimart 

-40.9 

17%- 

6% 

9% 

0.9 

9 

2.74 

4 

0.20 

2.1 

430    101 

Digital  Equipment 

-41.0 

124     - 

483/4 

59% 

11.9 

709 

3.85 

15 

none 

0.0 

431    511 

So  Calif  Edison 

-41.5 

35%- 

14% 

17% 

43.5 

766 

4.10 

4 

1.68 

9.5 

432   400 

Cutler-Hammer 

-41.6 

541/4- 

14% 

18% 

3.3 

61 

4.57 

4 

1.60 

8.6 

433   455 

Commonwealth  Edison 

-41.7 

43%- 

19% 

21% 

51.0 

1,115 

2.83 

8 

2.30 

10.5 

434   430 

Amerada  Hess 

-41.8 

66%- 

14% 

15% 

22.2 

344 

6.98 

2 

0.30 

1.9 

435   665 

Cyclops 

-41.9 

38    - 

Hi/4 

20% 

2.1 

42 

9.47 

2 

1.40 

6.8 

436   531 

Diamond  Intl 

-41.9 

471/4- 

20% 

23% 

11.7 

273 

4.43 

5 

2.00 

8.6 

437   273 

Phelps  Dodge 

-42.0 

561/2- 

25% 

29% 

20.6 

599 

5.90 

5 

2.20 

7.6 

438   402 

N  Y  State  Elec  &  Gas 

-42.3 

36%- 

15 

17% 

9.0 

155 

3.15 

5 

2.20 

12.8 

439   770 

J  Weingarten 

-42.4 

11%- 

21/2 

4% 

2.3 

11 

1.26 

4 

0.30 

6.3    < 

440   505 

Cessna  Aircraft 

-415 

34%- 

10% 

12% 

7.7 

99 

2.81 

5 

1.00 

7.8   ' 

441    623 

Stokely-Van  Camp 

-42.6 

27%- 

121/2 

13% 

3.3 

44 

2.93 

5 

1.10 

8.1 

442    162 

Amer  Hospital  Supply 

-42.7 

55%- 

18% 

25% 

36.1 

934 

1.26 

21 

0.30 

1.2 

443   435 

Chemical  New  York 

-42.7 

70%- 

27% 

34% 

14.0 

482 

5.81 

6 

2.88 

8.4 

444   404 

Armstrong  Cork 

-42.8 

45%- 

14% 

20% 

25.7 

521 

2.24 

9 

0.92 

4.5 

445   295 

Wells  Fargo 

-42.8 

291/2- 

9% 

13% 

20.0 

278 

2.36 

6 

0.96 

6.9 

446   474 

Allied  Stores 

-42.8 

39%- 

16% 

16% 

8.3 

137 

4.23 

4 

1.50 

9.2 

446   612 

Hammermill  Paper 

-42.8 

271/4- 

HV4 

14% 

6.7 

99 

4.62 

3 

1.00 

6.7 

— 

448   329 

Cabot 

-42.9 

50%- 

14 

17 

5.3 

91 

5.05 

3 

0.92 

5.4 

449   323 

Carborundum 

-42.9 

79%- 

241/4 

27% 

3.9 

106 

6.43 

4 

1.70 

6.3    1 

450   412 

General  Tel  &  Elec 

-42.9 

35%- 

16% 

17% 

120.4 

2,062 

2.11 

8 

1.80 

10.5 

450   506 

Kroger 

-42.9 

46     - 

14% 

16% 

13.5 

217 

3.31 

5 

1.36 

8.4 

452   322 

Brunswick 

-43.0 

55%- 

7% 

10% 

18.4 

186 

2.33 

4 

0.32 

3.2   ! 

453    185 

Tiger  International 

-43.0 

42    - 

6% 

8% 

12.4 

101 

2.00 

4 

0.40 

4.9 

454    767 

Occidental  Petroleum 

-43.0 

26%- 

7% 

13% 

55.1 

758 

4.58 

3 

none 

0.0 

455    108 

Xerox 

-43.3 

171%- 

55% 

60 

79.3 

4,755 

4.13 

15 

1.00 

1.7 

456   606 

Johns-Manville 

-43.3 

46%- 

14% 

17 

18.5 

314 

3.32 

5 

1.20 

7.1 

457    107 

First  Penna  Corp 

-43.5 

523/4- 

12 

15% 

13.1 

198 

3.25 

5 

1.32 

8.7 

458   429 

Rexnord 

-43.5 

311/2- 

10% 

11% 

5.7 

67 

2.78 

4 

1.08 

9.3  j 

459   277 

Riviana  Foods 

-43.8 

43%- 

10% 

12% 

5.8 

75 

1.80 

7 

0.90 

7.0 

460   595 

Castle  &  Cooke 

-43.9 

26%- 

10 

14% 

14.1 

204 

2.22 

7 

0.60 

4.1 

461    639 

Bemis 

-44.0 

28     - 

11% 

14% 

4.4 

64 

4.36 

3 

1.00 

6.8 

462    374 

Duquesne  Light 

-44.2 

26%- 

13 

13% 

23.2 

307 

2.31 

6 

1.72 

13.0 

463    518 

Gulf  Oil 

-44.4 

34     - 

16 

17% 

194.6 

3,358 

5.37 

3 

1.70 

9.9 

464   206 

Norton  Simon 

-44.5 

40     - 

7% 

11 

41.7 

459 

1.70 

6 

0.29 

2.6  ) 

465   523 

Green  Giant 

-44.6 

301/4- 

13% 

15% 

3.1 

47 

2.89 

5 

1.08 

7.1 

466   297 

AMF 

-44.6 

671/4- 

9% 

10% 

18.0 

185 

2.02 

5 

1.24 

12.1 

467   473 

Studebaker-Worthngtn 

-44.6 

71%- 

20% 

23% 

3.3 

77 

7.77 

3 

1.32 

5.7 

468  494 

Borg-Warner 

-44.7 

38%- 

13% 

13% 

18.3 

251 

3.54 

4 

1.35 

9.8 

469   492 

Bank  of  New  York 

-45.1 

53%- 

22 

26% 

6.0 

158 

5.51 

5 

2.20 

8.3 

470   484 

l-T-E  Imperial 

-45.1 

43    - 

10 

14% 

8.1 

115 

2.55 

6 

0.64 

4.5 

471    621 

H  H  Robertson 

-45.1 

303/4- 

12% 

14 

2.7 

38 

3.93 

4 

1.30 

9.3 

472   208 

Hobart 

-45.1 

38     - 

10 

12 

11.4 

136 

1.83 

7 

0.72 

6.0 

473   360 

Pillsbury 

-45.2 

691/4- 

32% 

35% 

5.6 

198 

5.16 

7 

1.80 

5.1 

474   373 

Ohio  Edison 

-45.2 

27%- 

10% 

13% 

31.7 

428 

1.97 

7 

1.66 

12.3 

475   548 

Braniff  Intl 

-45.3 

19%- 

4% 

5% 

20.0 

107 

1.19 

5 

0.20 

3.7 

476  448 

Garfinckel  Brooks  Bros 

-45.4 

29%^ 

7i/2 

8% 

4.2 

34 

1.89 

4 

0.96 

11.8   1 

'Not  ranked  last  year. 


def— Deficit. 
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Announcing  something  you  may  not 

want  to  hear.  At  first. 


\  candid  message  from  the  president  of 
Employers  Insurance  of  Wausau  —  the 
company  that  knows  how  to  help  you  earn 
avorable  rates  for  your  business  insurance. 

Few  need  to  be  reminded 
that  you  can't  get  some- 
thing for  nothing.  Yet,  even 
today  with  the  reality  of  in- 
flation, some  sellers  and 
buyers  of  business  insur- 
ance seem  to  be  chasing 
that  will-o'-the-wisp. 

It's  a  futile  chase.  Sellers 
who  offer  an  unrealistic 
)rice  are  deluding  their  buyers.  Buyers  who  believe 
hem  are  deluding  themselves.  There  is  only  one  way 
or  a  business  to  keep  its  insurance  costs  down:  by 
:eeping  its  loss  experience  down.  And  the  way  to 
:eep  losses  down  is  to  go  into  partnership  with  an 
nsurance  company  that  knows  how  its  done. 

tad  news  and  good  news. 

he  costs  of  making  good  every  kind  of  loss  against 
vhich  your  firm  is  insured  are  skyrocketing.  Medical 
tnd  hospital  fees,  repair  bills,  construction  costs, 

ourt  and  jury  awards,  inventory  and  equipment 
eplacement — all  are  in  the  tight  grip  of  inflation. 

his  is  why  my  message  to  all  buyers  of  business 
nsurance  must  be  that  our  prices — like  those  of  your 
>ther  suppliers — are  going  up.  If  we  lose  business 
>ecause  of  justified  price  increases,  we'll  have  to 

ve  with  it.  What  we  can't  live  with  are  prices  that 
tfon't  support  the  kind  of  protection,  the  kind  of 
juality  service  we  offer — and  you  expect  of  us. 


But  once  you  accept  the  fact  that  the  way  to  control 
your  insurance  costs  is  to  control  your  insured  expo- 
sures, there's  a  silver  lining — an  advantage  you  don't 
have  with  many  of  your  other  operating  costs. 

You  still  have  an  influence  on 
insurance  costs. 

There's  not  much  you  can  do  about  your  taxes,  rents, 
transportation  costs,  or  the  prices  of  raw  materials. 
But  the  cost  of  your  business  insurance  is  still  largely 
within  your  control.  Soaring  medical  costs  won't 
affect  you  if  your  business  operations  don't  put  peo- 
ple in  hospitals.  You're  immune  to  the  inflated  price 
for  repair  or  replacement  of  property  that  isn't 
damaged,  destroyed  or  stolen. 

Our  position.  And  our  proposal. 

We  don't  want  just  policyholders.  We  want  partners 
in  the  accomplishment  of  what  we  do  best — keeping 
insurance  costs  as  low  as  possible  by  keeping  losses 
as  low  as  possible.  Our  prices  will  be  realistic  and 
competitive.  But  we  will  not  sell  at  rates  that  won't 
let  us  hold  up  our  end  of  the  partnership.  We  will  not 
reduce  our  services  to  meet  competitors'  pricing. 
Over  the  years  we  have  built  and  maintained  a  top 
quality  servicing  organization.  We're  going  to  keep 
right  on  building  it. 

We're  not  looking  for  anything  more  than  the  right 
price — and  we  pledge  all  our  resources  to  help  our 
policyholders  keep  that  as  low  as  possible. 

That's  the  Wausau  Story.  Realistic.  Candid. 


(ll.jkuusfc: 


C.  F.  Schlueter 
PRESIDENT 


EMPLOYERS  INSURANCE  OF  WAUSAU  Wausau,  Wisconsin 


Who's  Where  in  the  Stock  Market 


Rank 
'74      '73 


Company 


Total 
Shares  Market 

5-Year  1970-74  Recent       Outstanding  Value 

Price  Change  Price  Range  Price  (millions)         (millions) 


Latest 

12-Month  Price/ 

Earnings  Earnings 

Per  Share  Ratio 


Indicated 
Annual 
Dividend 


477    630 

J  P  Stevens 

-45.5% 

22%- 

10 

10% 

11.6 

$      124 

$3.61 

3 

$1.20 

11.3% 

478   313 

Lane  Bryant 

-45.5 

34    - 

7% 

8% 

4.7 

40 

1.80 

5 

0.72 

8.5 

479    312 

Beneficial  Corp 

-45.7 

55%- 

11% 

163/4 

19.0 

318 

3.43 

5 

1.25 

7.5 

480    588 

Ceco 

-45.8 

37     - 

10% 

12% 

3.2 

39 

3.12 

4 

1.15 

9.5 

481    275 

Cullum  Companies 

-45.8 

13%- 

4% 

4% 

1.8 

9 

1.76 

3 

0.28 

5.7 

482    271 

Comsat 

-46.0 

84%- 

223/4 

301/2 

10.0 

305 

4.38 

7 

1.00 

3.3 

483    534 

Chicago  Rock  Island 

-46.1 

32%- 

9 

IOV4 

2.9 

30 

-6.10 

def 

none 

0.0 

484    513 

Springs  Mills 

-46.1 

19%- 

8V4 

8% 

8.6 

74 

2.64 

3 

0.75 

8.7 

485    364 

Union  Electric 

-46.4 

22%- 

9% 

9% 

31.9 

299 

1.41 

7 

1.28 

13.7 

486    144 

Amer  Re-Insurance 

-46.5 

62i/2- 

10 

133/4 

5.5 

76 

1.11 

12 

1.20 

8.7 

487       * 

Reserve  Oil  &  Gas 

-46.6 

11%- 

33/4 

4% 

12.3 

60 

1.28 

4 

0.10 

2.1 

487    301 

Times  Mirror 

-46.6 

30%- 

83/4 

103/4 

31.4 

337 

1.78 

6 

0.50 

4.7 

489    196 

Chase  Manhattan  Corp 

-46.6 

663/4- 

26 

273/4 

32.1 

890 

5.09 

5 

2.20 

7.9 

490   431 

Eaton 

-46.8 

50     - 

21 

213/4 

16.9 

368 

5.20 

4 

1.80 

8.3 

491    289 

Howard  Johnson 

-46.9 

34%- 

4% 

4% 

21.9 

107 

0.81 

6 

0.20 

4.1 

492   681 

B  F  Goodrich 

-47.0 

35    - 

131/2 

17% 

14.3 

249 

3.63 

5 

1.12 

6.4 

493    382 

Willamette  Inds 

-47.0 

30%- 

10% 

141/4 

11.9 

170 

3.29 

4 

0.70 

4.9 

494     86 

Dun  &  Bradstreet  Cos 

-47.0 

42    - 

151/2 

151/2 

26.6 

412 

1.53 

10 

0.96 

6.2 

495    616 

Reynolds  Metals 

-47.0 

37     - 

12 

15% 

17.2 

269 

7.04 

2 

1.00 

6.4 

496    689 

Midland-Ross 

-47.2 

351/4- 

8% 

11% 

5.7 

66 

3.33 

3 

1.00 

8.6 

497    731 

Super  Food  Services 

-47.2 

15    - 

33/4 

7 

0.9 

7 

1.35 

5 

0.32 

4.6 

498    509 

Firestone 

-47.2 

28%- 

123/4 

13i/2 

56.9 

768 

3.30 

4 

1.10 

8.1 

499   467 

Bankers  Trust  N  Y 

-47.3 

721/4- 

29% 

35 

10.4 

365 

6.72 

5 

3.00 

8.6    | 

500    325 

Otis  Elevator 

-47.3 

55%- 

221/2 

24% 

8.0 

197 

5.03 

5 

2.20 

8.9 

501    685 

Libby,  McNeill 

-47.5 

IO1/2- 

33/4 

4 

9.7 

39 

1.22 

3 

none 

0.0 

502    573 

Owens-Illinois 

-47.6 

66V4- 

271/2 

321/2 

13.9 

451 

6.95 

5 

1.60 

4.9    , 

503    343 

Baltimore  Gas  &  Elec 

-47.6 

34%- 

12% 

16% 

27.0 

443 

2.65 

6 

1.96 

12.0    1 

504    502 

United  Telecommctn 

-47.7 

25    - 

10% 

123/4 

42.0 

536 

1.63 

8 

1.08 

8.5 

505    203 

Travelers 

-48.0 

47    - 

15i/4 

17% 

42.9 

757 

4.03 

4 

1.08 

6.1    1 

506    653 

Amfac 

-48.3 

39%- 

IOI/4 

19 

10.9 

207 

3.78 

5 

0.80 

4.2 

507    601 

Brown  Group 

-484 

42    - 

15% 

15% 

7.3 

116 

3.42 

5 

1.60 

10.1 1 

508   553 

Houdaille  Industries 

-48.7 

16%- 

7 

7V2 

8.4 

63 

2.17 

3 

0.80 

10.7 

509    670 

GAF 

-48.8 

27    - 

6 

7% 

13.1 

101 

2.26 

3 

0.52 

6.7    1 

510   673 

Cerro 

-48.8 

27%- 

II1/4 

121/4 

7.9 

97 

4.62 

3 

1.00 

8.2 

511    563 

Ex-Cell-0 

-48.9 

271/2- 

10% 

113/4 

8.1 

95 

2.39 

5 

1.00 

8.5   ) 

512   643 

Anaconda 

-49.0 

32»/4- 

11% 

15% 

22.1 

340 

5.17 

3 

1.20 

7.8  I 

513    671 

NL  Industries 

-49.0 

28     - 

11 

12% 

24.1 

310 

3.19 

4 

1.00 

7.8   1 

514    512 

United  Merch  &  Mfrs 

-49.1 

32     - 

131/2 

13% 

5.9 

82 

5.04 

3 

1.40 

10.1   J 

515    247 

Becton,  Dickinson 

-49.2 

621/4- 

20% 

29% 

16.9 

493 

1.69 

17 

0.40 

1.4 

516    551 

Textron 

-49.3 

363/4- 

11% 

I31/4 

30.2 

400 

2.81 

5 

1.10 

8.3 

517    538 

Northwest  Airlines 

-49.6 

55    - 

12% 

14% 

21.6 

305 

3.27 

4 

045 

3.2  1 

518       * 

Coca-Cola  Botlng  NY 

-49.6 

33%- 

3% 

3% 

15.8 

57 

0.51 

7 

0.40 

11.0 

519   439 

Niagara  Mohawk  Power 

-49.6 

18%- 

8 

8% 

43.6 

354 

1.51 

5 

1.18 

14.5    ! 

520      72 

USLIFE 

-49.6 

39%- 

7% 

8V4 

21.3 

176 

2.22 

4 

0.29 

3.5 

521    408 

American  Elec  Power 

-49.8 

323/4- 

13% 

15% 

73.0 

1,104 

2.47 

6 

2.00 

13.2   1 

522   478 

Crocker  Natl  Corp 

-50.0 

41V«- 

13% 

17% 

10.2 

183 

2.77 

6 

1.66 

9.3 

I 

522    259 

Nabisco 

-50.0 

641/4- 

22% 

241/4 

16.0 

387 

2.47 

10 

2.30 

9.5 

522    810 

National  Industries 

-50.0 

9%- 

2% 

3% 

6.9 

27 

1.83 

2 

0.20 

5.2 

522    464 

No  Indiana  Pub  Svc 

-50.0 

32%- 

IP/4 

133/4 

20.1 

276 

2.18 

6 

1.36 

9.9 

526    559 

Amer  Smelting  &  Rfg 

-50.2 

36%- 

15% 

16% 

26.7 

431 

6.37 

3 

1.50 

9.3 

527   366 

Sunbeam 

-50.2 

35%- 

93/4 

123/4 

14.0 

179 

2.16 

6 

1.00 

7.8 

528    539 

Amer  Chain  &  Cable 

-50.7 

30%- 

12 

13% 

2.4 

32 

3.93 

3 

1.20 

89 

529    562 

Fibreboard 

-50.8 

35     - 

10 

HV4 

3.3 

37 

366 

3 

0.90 

8.0  1 

530    802 

Chicago  Milwaukee 

-50.8 

19%- 

5 

7% 

2.5 

18 

4.16 

2 

none 

0.0, 

531    479 

Gulf  States  Utils 

-50.9 

263/4- 

8% 

103/4 

25.5 

275 

1.60 

7 

1.12 

10.4  1 

531    269 

International  Nickel 

-50.9 

48%- 

203/4 

21% 

74.5 

1,593 

4.12 

5 

1.65 

7.7 

533    540 

Continental  Can 

-50.9 

501/4- 

19% 

23% 

29.3 

692 

4.13 

6 

1.80 

7.6  , 

534    270 

Florida  Power  &  Lt 

-51.0 

443/8- 

13% 

16% 

34.1 

566 

2.59 

6 

1.36 

8.2 

535    536 

FMC 

-51.0 

30i/2- 

11 

12 

31.9 

383 

2.95 

4 

0.92 

7.7 

536   258 

Babcock  &  Wilcox 

-5U 

42%- 

11% 

13 

12.1 

157 

2.77 

5 

0.80 

6.2  , 

536    166 

Wachovia  Corp 

-51.2 

45    - 

10 

13 

11.0 

143 

2.21 

6 

0.76 

5.8  1 

538   638 

E.nhart 

-51.2 

35%- 

11% 

16% 

6.0 

97 

297 

5 

1.08 

67  1 

539   315 

Lone  Star  Industries 

-514 

333/4- 

8% 

103/4 

10.8 

116 

2.31 

5 

100 

93] 

540   356 

Marathon  Mfg 

-51.7 

49%- 

4% 

7% 

3.7 

26 

-1.76 

def 

none 

O.ol 

*Not  ranked  last  year.         def— Deficit. 
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out 

to  ruin 

our  image 


\nybody  in  business  knows  the  problem:  You've 
jot  a  great  product  thafs  somehow  picked  up  a 
lot-so-great  image. 

rhafs  how  I  feel  about  Mississippi.  Simply  stated, 
fs  superb  for  a  vacation,  a  great  place  to  live 
ind  an  even  better  place  to  work. 

Mississippi  has  a  willing  and  eager  labor  force,  an 
abundance  of  raw  materials,  easily-accessible 
and,  sea  and  air  transportation  and  some  of 
he  best  tax  laws  anywhere. 

Hie  climate?  Ifs  ideal.  The  people  are  friendly. 

*\nd  there's  everything  you'd  care  to  do  in 

the  great  outdoors  except  snow  ski.     "^JH  IjQ 

But  thafs  only  part  of  the  truth. 
The  rest;is  in  our  free  statistical 
Dook,  which  we'd  be  happy 
to  send  you. 

iA/e  hope  it  will  give  you 
:ause  to  think  again 
sibout  moving  your  plant 
:o  Mississippi.  If  not,  we  at 
east  hope  it  changes 
^our  image  of  us. 


William  L.  Waller 
Governor 


Along  with  my  Re-Think  Mississippi  button  please 
send  me  information  on: 

O  Statistical  Book  on  industrial  opportunities 
in  Mississippi.  (Attach  coupon  to  your 
business  letterhead.) 

O  Travel  information  (our  new  travel  guide) 
See  Mississippi  while  looking  for  a  new 
plant  site. 


Name. 


.Titie_ 


Business 


Address. 


City. 


..State. 


^IP_ 


Mississippi  A  &  I  Board /Industrial  Dept. 
P.  O.  Box  849/Jackson,  Mississippi  39205 


FB 


Who's  Where  in  the  Stock  Market 


Rank 
•74      '73 


Company 


5-Year 
Price  Change 


1970-74 
Price  Range 


Recent 
Price 


Shares 
Outstanding 
(millions) 


Total 

Market 

Value 

(millions) 


Latest 
12-Month 
Earnings 
Per  Share 


Price/ 

Earnings 

Ratio 


Indicated 
Annual 
Dividend 


541  468  Dayton  Power  &  Light  -52.0% 

541  683  Pennwalt  -52.0 

543  477  Flintkote  -52.1 

544  332  Continental  Tel  -52.6 

545  362  Household  Finance  -53.0 


27%-  10% 
36i/2-  143/4 

35%-  10% 
273/8-     9% 

40     -     93/4 


11% 

16% 
11% 

10% 
12% 


13.7 

7.9 

5.6 

34.5 
41.1 


161 
128 
64 
350 
519 


2.00 
2.59 
2.87 
1.60 
1.09 


6 
6 
4 
6 
12 


$1.66 
1.36 
1.16 
1.00 
1.00 


14.1% 

8.4 
10.2 

9.9 

7.9 


546  587  6  C  Murphy  -53.0 

547  385  Illinois  Power  -53.1 

548  660  Carson  Pirie  Scott  -53.1 

549  432  Long  Island  Lighting  -53.2 

550  294  Hyster  -53.3 


36%- 
443/4- 
20%- 
27%- 
32%- 


10% 
14 

7% 
9% 
9% 


H7/8 
16% 

8% 
11 

93/4 


3.9 
17.5 

2.5 
24.9 

6.0 


46 
283 

20 
274 

58 


2.29 
2.07 
2.53 
2.13 
2.50 


1.20 
2.20 
0.70 
1.46 
0.75 


10.1 
13.6 

8.6 
13.3 

7.7 


551  233  Tecumseh  Products  -53.5 

552  516  M  Lowenstein  &  Sons  -53.6 

553  489  Simmons  -53.9 

554  560  United  States  Gypsum  -53.9 

555  *  Wheelabrator-Frye  -54.0$t 


66  - 
38  - 
41%- 
36     - 

32%- 


17% 

9% 

11% 

13% 

7% 


20 

9% 
11% 
13% 

9% 


5.5 
3.3 

6.8 

16.6 
8.0 


109 
32 
77 

231 
76 


5.24 
3.54 
2.06 
2.84 
1.50 


2  00 
1.00 
1.10 
1.60 
0.40 


10.0 
10.3 

9.8 
11.5 

4.2 


556  709  Allied  Products  -54.1 

557  454  Pet  -54.2 

558  646  Commonwealth  Oil  Rfg  -54.2 

559  581  Universal  Oil  Prods  -54.3 

560  413  Detroit  Edison  -544 


32%- 
55%- 
22%- 
36%- 
23%- 


11% 

16% 

5% 

9% 

8% 


14 

17% 
7% 

12% 
9% 


1.8 

6.1 

14.0 

10.0 

45.7 


25 
105 
105 
126 
446 


3.73 
3.33 
2.01 
3.11 
1.47 


1.00 
1.40 
none 
0.90 
1.45 


7.1 
8.2 
0.0 
7.1 
14.9 


561  589  McDonnell-Douglas  -54.5 

562  693  Dan  River  -54.6 

563  460  General  Public  Utils  -54.7 

564  307  Gillette  -54.8 
564  140  Quaker  Oats  -54.8 


37%- 
13%- 
25%- 
66%- 
47%- 


8% 

5% 

9% 

20% 

12% 


9 

5% 
10% 
23% 
13% 


37.2 
5.6 
47.4 
30.1 
20.7 


334 
31 
515 
714 
287 


2.83 
2.04 
2.38 
3.11 
2.04 


0.40 
0.40 
1.68 
1.50 
0.80 


4.4 
7.3 
15.4 
6.3 
5.8 


566  472  Pub  Svc  Elec  &  Gas  -54.9 

567  694  General  Foods  -55.0 

568  340  American  Motors  -55.1 
568  645  Skaggs  Companies  —55.1 
570  303  Tandy  -55.1 


30%- 
44%- 
13%- 
36  - 
49 


10% 

16 
3% 
7% 

12% 


12 

18% 

3% 

11% 

12% 


53.7 

49.8 

27.5 

4.9 

9.2 


644 
933 
106 
57 
119 


2.18 
2.46 
0.94 
1.85 
2.22 


1.72 
1.40 
0.20 
0.60 
none 


14.3 
7.5 
5.2 
5.2 
0.0 


571  751 

572  676 

573  228 

574  641 

575  403 


SCM 

Transway  Intl 

Cummins  Engine 

Budd 

General  Motors 


-55.4 
-55.5 
-55.6 
■55.7 
-55.9 


24%- 
35%- 
69%- 
19%- 
91%- 


8% 
11% 
13% 

6 
30 


10% 
13% 
15% 
7% 
30% 


9.2 
6.5 
6.7 
6.1 

287.6 


94 

85 

106 

47 

8,772 


3.73 
2.81 
3.90 
1.94 
3.31 


0.50 
1.40 
1.07 
0.80 
3.40 


4.9 
10.7 

6.7 
10.3 
11.1 


576  17 

577  447 

578  487 

579  762 

580  209 

581  754 
581  527 

583  546 

584  628 

585  452 


Centex  -55.9 

Marine  Midland  Banks  -56.0 

Parker-Hannifin  —56.2 

Inmorrt  -56.3 

ARA  Services  -56.3 


38%- 
40%- 
38  - 
16%- 
187     - 


4 

14% 
14 

5 
46 


5% 
17 
14% 

6% 
51% 


14.5 

12.5 

5.9 

7.9 

6.2 


74 

212 

83 

48 

316 


0.95 
3.86 
3.26 
1.73 
5.42 


Avnet 

Federal  Co 

Outboard  Marine 

III  Central  Inds 

Boston  Edison 


-56.3 
-56.3 
-56.3 
-56.4 
-56.7 


15%- 
25%- 
60%- 
44%- 
40%- 


4% 

9% 

11% 

11% 

14 


4% 
10% 
11% 
12% 
14% 


11.6 
2.9 
8.3 

12.6 
9.5 


55 

30 

96 

160 

139 


2.10 
3.14 
2.02 
3.52 
2.47 


0.12 
1.80 
1.08 
0.40 
1.46 


0.30 
1.00 
1.20 
1.30 
2.44 


2J 
10.6 
7.6 
6.5 
2.9 

6.3 

9.6 

10.3 

10.2 

16.7 


585    607 

Celanese 

-56.7 

79%- 

25 

26 

13.9 

360 

6.68 

4 

2.40 

9.2 

587   549 

Rohr  Industries 

-56.7 

26%- 

9% 

10% 

4.1 

41 

1.94 

5 

0.90 

8.9 

588   718 

Iowa  Beef  Processors 

-56.9 

33%- 

12 

12% 

2.6 

32 

5.86 

2 

none 

0.0 

589   471 

Goodyear 

-56.9 

35%- 

12% 

13% 

71.3 

945 

2.96 

4 

1.00 

7.5 

590   679 

White  Consolidated 

-56.9 

28    - 

7% 

8% 

11.1 

91 

3.02 

3 

0.80 

9.7 

591    748 

Hanes 

-57.0 

23%- 

6 

6% 

4.1 

27 

241 

3 

0.68 

10.5 

592   507 

Akzona 

-57.3 

46%- 

11% 

12 

12.4 

149 

360 

3 

1.20 

10.0 

593    636 

National  City  Lines 

-57.5 

31     - 

6% 

6% 

1.9 

12 

2.41 

3 

0.90 

14.1 

594    184 

Marriott 

-57.7 

39    - 

6% 

7% 

31.0 

225 

0.81 

9 

none 

0.0 

595   456 

Phila  Electric 

-57.8 

25%- 

9% 

10% 

52.8 

535 

1.87 

5 

1.64 

16.2 

596   458 

Security  Pacific 

-58.0 

42%- 

13% 

13% 

20.6 

284 

2.84 

5 

1.40 

10.2 

598  425 

Northeast  Utilities 

-58.0 

17%- 

5% 

6% 

504 

315 

1.33 

5 

1.02 

16.3 

599   609 

Howmet 

-58.0 

27    - 

10% 

11% 

10.8 

120 

2.34 

5 

100 

90 

600   725 

Rapid-American 

-58.2 

21%- 

6% 

7% 

6.8 

50 

1.86 

4 

1.00 

13.6 

601    482 

Burlington  Inds 

-58.2 

49%- 

13% 

14% 

27.3 

388 

3.65 

4 

1.60 

11.1 

602   381 

Western  Bancorp 

-58.3 

40%- 

13% 

16% 

23.9 

397 

3.56 

5 

1.40 

8.4 

603   733 

Allegheny  Airlines 

-58.3 

25%- 

4% 

4% 

5.9 

26 

1.58 

3 

none 

0.0 

603   684 

Rath  Packing 

-58.3 

29%- 

3 

3% 

1.2 

4 

027 

1? 

none 

0  0 

•Not  ranked  last  year.         %%  Three-year  price  change. 
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Hare  Mail. 


It  makes  First  National  in  St.  Louis 
your  best  lock  box  location  in 

Middle  AmenCa.  Swift  overnight  mail  delivery 
rom  most  of  Middle  America  to  St.  Louis  is  the  norm.  (Example: 
Dallas  to  Chicago,  2.6  days;  Dallas  to  St.  Louis,  1.9  days.) 

The  following  is  a  representative  sample  we  have  taken  from  a 
-ecent  independent  study  by  Phoenix-Hecht.  It  shows  average  mail 
times  for  selected  cities,  expressed  in  fractional  days.  Check  it  to  see 
which  lock  box  location  puts  your  money  into  your  hands  sooner— 
your  present  lock  box  city,  or  St.  Louis. 

But  that's  not  all  the  First  National  cash  management  system 
has  to  offer  you. 

Missouri  is  fhe  only  state  with  two  Federal  Reserve  District 
Headquarters— at  St.  Louis  and  Kansas  City.  By  using  our  bank  in 
St.  Louis  plus  our  First  Union  affiliate  in  Kansas  City,  you  can  have 
two  lock  boxes— with  just  one  consolidated  account  to  reconcile. 

Since  you  can  vary  your  collection  city,  your  mail  times  are 
speeded  up.  And  with  later  transit  deadlines  and  improved  avail- 
ibility  schedules,  clearing  float  is  reduced. 

How  do  you  find  out  if  our  system  suits  your  corporate  needs? 
Kasy.  We'll  test  all  possible  combinations  of  your  collection  points 
for  you.  Conventional  lock  box  arrangements— and  our  new  dual 
ock  box  system— can  be  evaluated  on  our  computer  model. 


At  First  National  in  St.  Louis,  we  can  put  time  on  your  side. 
And  time,  in  cash  management,  means  money.  To  talk  it  over,  just 
call  Bob  Schmidt,  Cash  Management  Division,  (314)  342-6611. 


MAIL  TIME  COMPARISONS 

To 

To 

To 

To 

To 

To 

Remitting  City 

St.  Louis 

Chicago 

Oallas 

Denver 

Kansas  City 

Memphis 

Pittsburgh 

PA 

1.9 

2  2 

3  1 

3.0 

2.5 

2.4 

Detroit 

Ml 

2.0 

2.4 

3.0 

3.4 

2  3 

2.5 

Flint 

Ml 

1.6 

2.2 

3.0 

3.1 

2  3 

2.2 

Oes  Moines 

IA 

1.6 

2.0 

2  9 

2.3 

1.6 

2  1 

Cede,  Rapids 

IA 

1.1 

1.8 

2.7 

2.3 

1.2 

1.9 

Indianapolis 

IN 

1.5 

19 

2.8 

3.2 

19 

2  0 

Terra  Haute 

IN 

1.5 

1.7 

2.8 

2.6 

2.1 

2  4 

Louisville 

KY 

1.5 

2.0 

2  6 

29 

2.0 

1.9 

Columbus 

OH 

1.5 

2  1 

3.0 

3  0 

1.9 

2.2 

Cincinnati 

OH 

1.6 

2  0 

28 

2.8 

2.1 

20 

St    Paul 

MN 

1.7 

2  2 

30 

2  5 

2  0 

28 

Chicago 

IL 

1.6 

1.1 

3  1 

2.8 

2  1 

2.0 

Rocktord 

IL 

1.4 

1.6 

3.1 

2.4 

1.9 

2.2 

Springfield 

IL 

0.8 

1.7 

2.9 

2.8 

2.0 

19 

Milwaukee 

Wl 

1.6 

1.7 

2  9 

28 

2.0 

2.1 

St.  Louis 

MO 

0.7 

2.2 

2.8 

2.7 

18 

2.1 

Kansas  City 

MO 

1.4 

1.9 

2  1 

2.1 

0.8 

1  9 

Springfield 

MO 

0.7 

18 

2.5 

2.7 

1.1 

2.0 

Topeka 

KS 

0.8 

19 

2  3 

2.4 

10 

1.9 

Wichita 

KS 

1  * 

1.7 

1  9 

2.0 

1.1 

2  1 

Omaha 

NE 

1.2 

2.1 

2  7 

2.0 

1.0 

20 

New  Orleans 

LA 

1.7 

2.4 

2.3 

3.1 

1.8 

2.0 

Hot  Springs 

AR 

0.9 

18 

1.7 

2  7 

1.2 

15 

Little  Rock 

AR 

1.6 

2  2 

2.3 

3.1 

1.7 

19 

Memphis 

TN 

1.1 

2  0 

2  3 

2.7 

1.7 

08 

Oklahoma  City 

OK 

1.8 

2.5 

2.0 

2  2 

1.6 

1.9 

Tulsa 

OK 

1.4 

2.1 

2.0 

2.2 

1.7 

18 

Oallas 

TX 

1.9 

2.6 

1.6 

29 

18 

2.3 

Houston 

TX 

2.1 

2.6 

1.9 

2.7 

2.1 

2.3 

Denver 

CO 

1.6 

2  4 

2.2 

1.0 

1.7 

2.8 

Copyright  1974  by  Phoenix-Hecht.  Inc. 
(Study  1  ;  Vol.  2— Reproduced  by  Permi 
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First  National  Bank  in  St.Louis 


Member  FDIC 


THE   COLLECTOR 


THE  OISBURSER 


We  put  time  on  your  side. 


Who's  Where  in  the 

Stock  Market 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1970-74 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

•74      '73 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

605    495 

Associated  Dry  Goods 

-584% 

59%- 

13% 

17% 

13.5 

$     238 

$  3.19 

6 

$1.40 

7.90/o 

606    541 

Charter  New  York 

-58.4 

49%- 

18 

193/4 

8.2 

163 

4.37 

5 

2.00 

10.1 

607    436 

Thrifty  Drug  Stores 

-58.6 

16%- 

4% 

4% 

9.8 

43 

0.41 

11 

0.40 

9.1 

608   324 

Rich's 

-58.8 

49%- 

11 

11% 

4.1 

48 

2.45 

5 

1.16 

9.9 

609   426 

Curtiss-Wright 

-58.8 

59%- 

6% 

7 

8.7 

61 

1.11 

6 

0.40 

5.7 

609    749 

General  Cable 

-58.8 

26%- 

7 

7% 

14.3 

112 

1.81 

4 

0.64 

8.1 

611    627 

Peoples  Drug  Stores 

-59.0 

19%- 

31/2 

4 

2.4 

10 

0.64 

6 

0.20 

5.0 

612    602 

Investors  Div  Svcs 

-59.0 

62»/4- 

14% 

143/4 

7.3 

108 

3.18 

5 

1.80 

12.2 

613    440 

American  General 

-59.0 

25    - 

7 

9% 

21.6 

208 

2.42 

4 

0.60 

6.2 

613    593 

National  Gypsum 

-59.0 

25%- 

9% 

9% 

16.4 

158 

1.88 

5 

1.05 

10.9 

615    438 

McGraw-Edison 

-59.1 

45    - 

12% 

131/2 

16.2 

219 

1.98 

7 

1.50 

11.1 

616    821 

LTV 

-59.1 

29%- 

7% 

10% 

7.5 

77 

6.40 

2 

none 

0.0 

617    580 

Duke  Power 

-59.3 

29%- 

10 

12 

43.4 

521 

1.89 

6 

1.40 

11.7 

618    596 

Loews 

-59.3 

60%- 

10% 

151/4 

12.9 

197 

3.50 

4 

1.20 

7.9 

619   475 

Fruehauf 

-59.5 

45%- 

16% 

16% 

11.9 

201 

4.03 

4 

1.80 

10.7 

620   433 

Idle  Wild  Foods 

-59.5 

203/4- 

7 

8 

1.2 

9 

3.77 

2 

none 

0.0 

621    426 

Reliance  Electric 

-59.6 

29%- 

10% 

11 

9.0 

99 

2.37 

5 

0.80 

7.3 

622   459 

Carolina  Pwr  &  Lt 

-60.0 

33%- 

10% 

13 

23.3 

303 

2.16 

6 

1.60 

12.3 

622    743 

Grumman 

-60.0 

26%- 

8 

10 

6.8 

68 

2.80 

4 

0.60 

6.0 

624    567 

Hershey  Foods 

-60.1 

31%- 

8% 

9% 

11.8 

117 

1.49 

7 

0.80 

8.1 

625    503 

T  ran  sco  Companies 

-60.1 

20%- 

6% 

6% 

22.3 

153 

1.72 

4 

0.80 

11.6 

626   496 

Giant  Food 

-60.4 

31%- 

8 

8% 

3.3 

29 

2.54 

3 

0.55 

6.4 

627    568 

Scott  Paper 

-61.0 

35     - 

9% 

131/4 

34.6 

458 

2.13 

6 

0.68 

5.1 

628    768 

Interstate  Brands 

-61.1 

23 

4% 

6% 

2.3 

15 

1.12 

6 

none 

0.0 

629    663 

National  Svc  Inds 

-61.2 

34     - 

6% 

7% 

14.3 

102 

1.60 

4 

0.72 

10.1 

630   614 

Walgreen 

-61.4 

33%- 

93/4 

10 

6.5 

65 

1.15 

9 

1.00 

10.0 

631    622 

USM 

-61.6 

40     - 

IO1/4 

14V4 

4.1 

59 

4.51 

3 

1.00 

7.0 

632 

Great  Scott  Suprmkts 

-61.7** 

13%- 

3% 

4% 

1.4 

6 

0.87 

5 

none 

0.0 

633    476 

Southern  Company 

-61.8 

28%- 

8% 

9% 

98.8 

963 

1.76 

6 

1.40 

14.4 

634    508 

Kaiser  Alum  &  Chem 

-61.8 

42%- 

13 

14% 

19.2 

275 

5.14 

3 

1.00 

7.0 

635    715 

Kane-Miller 

-61.9 

25%- 

7% 

9 

2.2 

20 

4.11 

2 

0.20 

2.2 

636    510 

Va  Electric  &  Power 

-62.0 

251/4- 

6% 

8% 

56.0 

476 

1.33 

6 

1.18 

13.9 

637    583 

Cincinnati  Milacron 

-62.1 

483/4- 

15% 

16% 

3.6 

59 

3.26 

5 

1.40 

8.5 

638   497 

Zenith  Radio 

-62.1 

56%- 

11 

121/2 

18.8 

235 

1.27 

10 

1.00 

8.0 

639    483 

Magic  Chef 

-62.3 

29%- 

3% 

31/4 

7.6 

25 

0.42 

8 

0.32 

9.8 

640    772 

Alco  Standard 

-62.5 

241/4- 

6V4 

71/2 

10.1 

75 

2.35 

3 

0.48 

6.4 

641    605 

Dayco 

-62.6 

27%- 

10 

IOV4 

3.1 

32 

3.17 

3 

1.14 

11.1 

642    286 

Sybron 

-62.6 

45     - 

10% 

14i/2 

10.1 

146 

2.05 

7 

0.72 

5.0 

642    712 

Warnaco 

-62.6 

25     - 

6% 

7% 

3.8 

29 

2.72 

3 

0.80 

10.5 

644    637 

Goldbiatt  Brothers 

-62.7 

14%- 

3% 

3% 

3.0 

10 

0.36 

9 

0.36 

11.5 

645    566 

Hoover  Ball  Bearing 

-62.8 

44%- 

11  »/4 

12% 

4.0 

49 

2.72 

4 

1.28 

10.6 

646   635 

Purex 

-62.9 

24     - 

73/4 

8% 

11.1 

91 

1.48 

6 

0.88 

10.7 

647    619 

Champion  Intl 

-63.0 

37%- 

10% 

11% 

27.9 

325 

3.21 

4 

1.00 

8.6 

648    656 

Foremost- McKesson 

-63.0 

301/4- 

9V4 

IOV2 

11.4 

120 

2.84 

4 

0.88 

8.4 

649    680 

Allis-Chalmers 

-63.1 

27    - 

6% 

73/4 

10.6 

82 

1.75 

4 

0.26 

3.4 

650   664 

Roper  Corp 

-63.1 

40%- 

9% 

10% 

2.6 

27 

3.20 

3 

1.10 

10.6 

651    141 

Avon  Products 

-63.1 

140    - 

18% 

31% 

58.0 

1,834 

2.15 

15 

1.48 

4.7 

652    608 

Sundstrand 

-63.2 

37%- 

103/4 

11 

5.6 

61 

2.79 

4 

0.80 

7.3 

653   457 

Waldbaum 

-63.4 

18%- 

4i/2 

41/2 

2.1 

10 

1.53 

3 

none 

0.0 

654    720 

Sheller-Globe 

-63.4 

33%- 

43/4 

5 

5.6 

28 

1.73 

3 

0.56 

11.2 

655    647 

Anchor  Hocking 

-63.5 

44%- 

12 

151/4 

6.9 

105 

2.93 

5 

1.08 

7.1 

656    657 

National  Airlines 

-63.7 

51     - 

7% 

8% 

8.6 

74 

3.38 

3 

0.50 

5.8 

656    599 

Stop  &  Shop 

-63.7 

30%- 

10% 

10% 

3.2 

34 

3.16 

3 

1.00 

9.4 

658    574 

Fairmont  Foods 

-63.7 

203/4- 

6 

6% 

4.0 

27 

1.37 

5 

0.63 

9.5 

659    371 

Bath  Industries 

-63.7 

46%- 

4% 

5% 

7.7 

42 

1.37 

4 

0.40 

7.3 

660    756 

Fairchild  Industries 

-64.0 

14%- 

33/4 

4% 

4.6 

20 

0.75 

6 

0.30 

6.7 

661    545 

Pabst  Brewing 

-64.0 

101%- 

II1/4 

16% 

9.1 

150 

1.82 

9 

1.00 

6.1 

662    584 

libbey-Owens-Ford 

-64.7 

55%- 

14% 

143/4 

10.9 

161 

2.99 

5 

2.20 

14.9 

663   543 

Scovill  Mfg 

-64.7 

33%- 

7% 

7% 

7.0 

55 

2.26 

3 

100 

12.7 

664    649 

United  States  Shoe 

-64.8 

293/4 

7% 

73/« 

6.8 

53 

1.78 

4 

0.95 

12.3 

665   434 

Morton-Norwich 

-65.1 

40%- 

10 

123/4 

12.5 

160 

2.00 

6 

0.88 

6.9 

666    533 

Collins  &  Aikman 

-65.3 

32%- 

4% 

4V« 

11.6 

49 

1.09 

4 

0.56 

13.2 

667    763 

Wean  United 

-65.3 

12% 

3 

31/4 

3.1 

10 

0.50 

7 

none 

0.0 

668   662 

Armstrong  Rubber 

-65.7 

45 

12% 

13% 

1.7 

23 

2.76 

5 

160 

12.0   I 

'Not  ranked  last 

year.         i\  Three-year  price  ch< 

inge. 
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To  this  principal  component  we  add  science,  art, 
and  business  ability.  In  1974,  this  combination 
created  a  new  and  proud  level  of  success. 


GREAT 

NORTHERN 

NEKQDSA 

COTORATt^ 


GREAT  NORTHERN  NEKOOSA  CORPORATION 
75  PROSPECT  STREET 
|  STAMFORD,  CONNECTICUT  06901. 


Wh 

o's  Where  in  the  Stock  Market 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1970-74 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

'74      '73 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

669    305 

Corning  Glass  Works 

-65.7% 

126%- 

31 

34% 

17.6 

$      614 

$  3.58 

10 

$1.40 

4.0% 

670    675 

Kayser  Roth 

-66.1 

32%- 

8% 

10% 

5.9 

60 

1.56 

6 

0.60 

5.9 

671    688 

Brockway  Glass 

-66.1 

40%- 

9% 

131/8 

4.8 

63 

2.81 

5 

1.00 

7.6 

672    564 

TRW 

-66.2 

431/4- 

10% 

13 

26.5 

344 

2.96 

4 

1.12 

8.6 

673    765 

A-T-0 

-66.3 

I41/4- 

3% 

33/4 

6.6 

«    25 

1.33 

3 

0.20 

5.3 

674    616 

Sect  Lad  Foods 

-66.4 

36%- 

6% 

93/4 

2.0 

19 

3.07 

3 

0.58 

5.9 

675    558 

R  H  Macy 

-66.7 

48%- 

11% 

12 

9.9 

118 

2.85 

4 

1.10 

9.2 

675    791 

Shop  Rita  Foods 

-66.7 

171/r 

41/4 

43/4 

0.9 

4 

1.29 

4 

none 

0.0 

677    556 

Dart  Industries 

-66.8 

54i/2- 

103/4 

13% 

21.0 

292 

3.79 

4 

0.60 

4.3 

678    812 

Pneumo  Corp 

-66.9 

171/2- 

21/2 

51/2 

2.1 

11 

2.24 

2 

0.40 

7.3 

679    547 

A  0  Smith 

-67.1 

31%- 

7 

7i/4 

4.9 

36 

1.56 

5 

0.78 

10.8 

680    713 

Great  Atl  &  Pac  Tea 

-674 

331/4- 

8 

S3/* 

24.9 

218 

1.14 

8 

none 

0.0 

681    777 

White  Motor 

-67.5 

321/4- 

8% 

9% 

8.2 

77 

3.69 

3 

0.40 

4.3 

682    704 

Continental  Airlines 

-67.7 

28%- 

33/4 

4% 

13.0 

54 

0.82 

5 

none 

0.0 

683    446 

Grand  Union 

-67.8 

33     - 

8 

8% 

6.4 

52 

0.33 

25 

0.80 

9.8 

684    611 

RCA 

-68.0 

45     - 

10 

10% 

74.7 

812 

2.11 

5 

1.00 

9.2 

685    642 

Kellwood 

-68.3 

431/4- 

8 

81/4 

3.3 

28 

2.34 

4 

0.80 

9.7 

686    532 

Washington  Natl  Corp 

-68.5 

30%- 

7% 

9 

6.4 

57 

2.72 

3 

0.80 

8.9 

687    726 

Uniroyal 

-68.6 

23%- 

6 

61/4 

26.6 

166 

1.65 

4 

0.70 

11.2 

688    235 

Melville  Shoe 

-68.6 

391/2- 

51/4 

51/2 

24.6 

135 

1.07 

5 

0.46 

8.4 

689    624 

Mohasco 

-68.7 

48%- 

8% 

9% 

6.4 

59 

2.10 

4 

1.20 

13.2 

690    520 

Consolidated  Foods 

-68.7 

48%- 

IO1/2 

12% 

27.7 

357 

2.35 

5 

1.35 

10.5 

691      21 

Rite  Aid 

-68.9 

563/4- 

21/2 

3% 

10.3 

35 

0.62 

5 

0.12 

3.6 

692    782 

Denny's 

-69.0 

243/4. 

53/4 

7i/4 

6.5 

47 

1.22 

6 

0.20 

2.8 

693    198 

Fingerhut 

-69.4* 

28     - 

1% 

1% 

6.6 

9 

0.08 

17 

none 

0.0 

694    216 

Westinghouse  Elec 

-69.5 

54%- 

81/4 

8% 

87.9 

780 

1.44 

6 

0.97 

10.9 

695 

Levi  Strauss 

-69.SU 

63%- 

12i/2 

141/2 

10.9 

158 

1.83 

8 

0.48 

3.3 

696    655 

Fieldcrest  Mills 

-69.6 

41%- 

8% 

83/4 

3.6 

31 

2.85 

3 

1.40 

16.0 

696    742 

Kaiser  Steel 

-69.6 

821/2- 

8 

24% 

6.8 

170 

8.04 

3 

1.50 

6.0 

698    787 

Spencer  Foods 

-69.7 

241/4- 

4% 

5 

1.0 

5 

3.75 

1 

0.32 

6.4 

699    739 

Wallace-Murray 

-70.3 

25%- 

61/2 

61/2 

3.1 

20 

2.53 

3 

0.75 

11.5 

700 

Merrill  Lynch  &  Co 

-70.3*$ 

46     - 

6V4 

10% 

32.6 

330 

1.10 

9 

0.56 

5.5 

701    761 

Bluebird 

-70.6 

83/4- 

1% 

1% 

5.4 

10 

0.58 

3 

none 

0.0 

702    773 

Revere  Copper 

-70.7 

27     - 

6 

7 

5.6 

39 

3.32 

2 

0.50 

7.1 

703    521 

Consumers  Power 

-70.9 

39     - 

9% 

93/4 

26.2 

256 

1.43 

7 

2.00 

20.5 

704    788 

Metromedia 

-71.1 

381/4- 

4i/4 

5% 

6.4 

35 

1.17 

5 

0.50 

9.1 

705 

General  Host 

-7W« 

231/4- 

41/2 

5 

2.1 

11 

1.82 

3 

0.40 

8.0 

706    752 

Eastern  Air  Lines 

-71.6 

31%- 

4 

4% 

19.0 

79 

-0.72 

def 

none 

0.0 

707    697 

Chromalloy  American 

-71.7 

313/4- 

8V4 

83/4 

10.0 

87 

2.34 

4 

0.70 

8.0 

708    778 

Penn-Dixie  Inds 

-71.7 

16%- 

4% 

41/4 

4.8 

20 

1.37 

3 

0.24 

5.6 

709   444 

Florida  Power 

-71.7 

57%- 

10% 

14 

12.9 

180 

2.18 

6 

1.95 

13.9 

710    582 

Gerber  Products 

-72.2 

531/4- 

8% 

10% 

8.2 

85 

1.48 

7 

1.00 

9.6 

711    747 

Pitney-Bowes 

-72.3 

41%- 

6% 

11 

13.0 

143 

1.77 

6 

0.60 

5.5 

712    729 

Ludlow  Corp 

-72.4 

34     - 

7% 

9% 

3.2 

29 

1.65 

6 

1.08 

11.8 

713    755 

SCOA  Industries 

-72.5 

191/4- 

4V« 

43/4 

3.4 

16 

1.02 

5 

0.60 

12.6 

714    416 

Consolidated  Edison 

-72.6 

29     - 

6 

7 

61.5 

431 

2.39 

3 

0.80 

11.4 

715   461 

ConAgra 

-72.7 

171/4- 

3% 

4% 

3.2 

14 

-4.28 

def 

none 

0.0   - 

716    576 

North  Amer  Philips 

-72.7 

54%- 

12 

14% 

10.2 

152 

3.76 

4 

1.20 

8.1 

717    652 

Trans  World  Airlines 

-72.7 

59%- 

43/4 

6% 

12.5 

80 

-0.18 

def 

none 

0.0 

718    760 

Teledyne 

-73.2 

351/2- 

8% 

83/4 

19.1 

167 

2.92 

3 

none 

0.0 

719    620 

MBPXL 

-73.5 

281/4- 

63/4 

7 

1.8 

13 

4.64 

2 

0.20 

2.9 

720    678 

Southwest  Forest  Ind 

-73.5 

271/4- 

4% 

5 

5.2 

26 

2.07 

2 

0.20 

4.0 

721 

Warner  Communications 

-73.8 

501/4- 

6% 

7% 

16.3 

128 

2.77 

3 

0.40 

5.1 

722   417 

FWWoolworth 

-73.8 

553/4- 

9% 

9% 

28.5 

281 

2.42 

4 

1.20 

12.2 

723    744 

American  Bakeries 

-74.1 

25     - 

31/2 

3i/2 

2.0 

7 

-0.65 

def 

0.20 

5.7 

724    668 

Varian  Associates 

-74.2 

29%- 

5% 

7i/4 

6.6 

48 

1.08 

7 

0.20 

2.8 

725   650 

Clark  Oil  &  Refining 

-74.4 

331/4- 

81/4 

81/2 

7.1 

60 

3.84 

2 

0.50 

5.9 

726   493 

Carrier 

-74.5 

34%- 

6 

61/2 

24.4 

159 

1.33 

5 

0.52 

8.0 

727    658 

Food  Fair  Stores 

-74.8 

19%- 

41/2 

4% 

7.5 

35 

1.18 

4 

0.20 

4.3 

727    727 

Questor 

-74.8 

25%- 

4% 

5 

8.1 

41 

-0.14 

def 

0.50 

10.0 

729    690 

Kaiser  Industries 

-75.0 

20%- 

4 

4% 

27.5 

134 

2.23 

2 

0.26 

5.3 

730    535 

Intl  Tel  &  Tei 

-75.3 

67%- 

13% 

14% 

94.4 

1,381 

3.83 

4 

1.52 

10.4 

731    824 

Lockheed  Aircraft 

-75.4 

21%- 

23/4 

4i/4 

11.4 

48 

1.49 

3 

none 

0.0 

'Not  ranked  last 

year.          $  Four-year  price  change 

tt  Three 

year  price  change. 
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Che  Lin 
Manager 
Hong  Kong 


Matthews  G.  Jefferson 
Managing  Director 
Australia 


Guy  de  Repentigny 
Executive  Vice  President 
Montreal.  Canada 


Renzo  Gasparini 
Amministratore  Delegato 
Milano,  Italia 


All  over 

die  world, 
wo  speak 

your  language. 


In  Italy,  wie  speak  Italian.  In 
Hong  Kong,  we  speak  Chinese. 
In  Quebec,  we  speak  French. 

And  everywhere,  we  speak 
insurance— exactly  as  you  hear 
it  spoken  in  New  York  or  Chicago 
or  Main  Street,  U.S.A. 

Two  thin'gs  make  this  possible. 

It  starts  with  the  managers 
and  other  professionals  in  each 


of  our  overseas  offices:  They're 
nationals  working  in  their  home 
country.  So  they  know  their 
way  around. They  know  the  peo- 
ple, the  customs,  and  the  com- 
mercial climate  better  than  any 
"outsider"  ever  could. 

But  just  as  important  they're 
equipped  to  provide  the  full 
services  and  expertise  of  Marsh 


&  McLennan.  This  includes 
insurance  of  all  kinds,  benefits 
program  development  and  loss 
prevention  control  (through 
M&M  Protection  Consultants). 

So  if  you  do  business  over- 
seas, these  are  people  you  can 
count  on  to  take  good  care  of 
your  insurance  needs.  They 
know  what  they're  talking  about. 


wwz% 


The  Knowledge  Broker 


Wh 

o's  Where  in  the 

Stock  Market 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1970-7< 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

•74 

'73 

Company 

Price  Change 

Price  R 

ange 

Price' 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

732 

797 

Twentieth  Century-Fox 

-75.50/0 

20%. 

41/2 

4% 

8.2 

$       38 

$  0.38 

12 

$0.20 

4.3% 

733 

724 

Del  E  Webb 

-75.6 

13%- 

2% 

23/4 

8.5 

23 

0.66 

4 

none 

0.0 

734 

730 

Transamerica 

-75.6 

251/4- 

5% 

6% 

65.0 

398 

0.91 

7 

0.59 

9.6 

735 

706 

Tappan 

-75.7 

41     - 

4% 

5% 

2.9 

15 

-0.22 

def 

0.40 

7.8 

736 

252 

Levitz  Furniture 

-75.8 

6oy2- 

2 

2 

16.9 

*    34 

0.38 

5 

none 

0.0 

737 

485 

Johnson  Service 

-76.1 

39%- 

6% 

7V* 

3.6 

26 

1.13 

6 

0.80 

11.0 

738 

710 

National  Can 

-76.3 

37%- 

6V2 

8V4 

6.1 

51 

2.51 

3 

0.53 

6.4 

739 

722 

American  Standard 

-76.4 

37%- 

73/« 

8% 

12.2 

99 

2.56 

3 

0.80 

9.8 

740 

786 

Penn  Fruit 

-76.4 

25V4- 

21/2 

2% 

1.4 

4 

-2.22 

def 

none 

0.0 

741 

778 

Vornado 

-76.4 

32%- 

3 

3% 

6.0 

21 

1.39 

3 

none 

0.0 

742 

717 

Dayton-Hudson 

-76.5 

40y4- 

63/4 

8% 

15.9 

129 

1.77 

5 

0.60 

7.4 

743 

691 

Zale 

-76.6 

45     - 

10 

10 

12.4 

124 

2.45 

4 

0.76 

7.6 

744 

756 

Reliance  Group 

-76.7 

30%. 

5% 

6% 

7.3 

48 

0.30 

22 

0.40 

6.0 

745 

735 

Wickes 

-76.9 

543/4. 

81/2 

9V4 

9.7 

90 

1.83 

5 

1.00 

10.8 

746 

667 

Western  Union 

-76.9 

691/2- 

81/2 

10% 

13.7 

142 

-1.22 

def 

1.40 

13.5 

747 

644 

Supermarkets  General 

-77.0 

25    - 

23/4 

3i/4 

8.1 

26 

0.92 

4 

0.20 

6.2 

748 

741 

National  Tea 

-77.0 

143/4- 

2% 

2% 

7.8 

23 

-1.22 

def 

none 

0.0 

749 

826 

Foodarama  Supermkts 

-77.0 

20%- 

2 

41/4 

1.4 

6 

1.50 

3 

none 

0.0 

750 

701 

Chrysler 

-77.1 

441/4- 

7% 

7% 

57.5 

453 

1.76 

4 

1.40 

17.8 

751 

648 

General  Instrument 

-77.3 

31%- 

5i/4 

5% 

7.1 

41 

1.93 

3 

none 

0.0 

752 

692 

Monfort  of  Colorado 

-77.3 

16    - 

3% 

3% 

5.0 

18 

-0.40 

def 

none 

0.0 

753 

721 

Walter  Kidde 

-77.4 

44i/2- 

8V4 

10 

9.7 

97 

4.00 

3 

0.80 

8.0 

754 

820 

Ward  Foods 

-77.5 

26%- 

33/4 

5% 

3.8 

22 

-1.05 

def 

none 

0.0 

755 

466 

Miles  Laboratories 

-77.6 

78%- 

13% 

16i/2 

5.3 

88 

3.05 

5 

1.28 

7.8 

756 

596 

Phillips-Van  Heusen 

-77.6 

261/2- 

4 

4% 

3.9 

17 

0.33 

13 

0.43 

9.8 

757 

799 

Gray  Drug  Stores 

-77.7 

411/4- 

5V« 

5% 

1.7 

9 

2.19 

3 

0.40 

7.3 

758 

391 

Fairchild  Camera 

-77.8 

96     - 

18 

20% 

5.1 

106 

6.10 

3 

0.80 

3.9 

759 

703 

Insilco 

-77.8 

24%- 

5i/4 

5% 

8.9 

49 

2.05 

3 

0.70 

12.7 

760 

631 

Di  Giorgio 

-78.5 

20    - 

4 

41/4 

5.7 

24 

0.37 

11 

0.66 

15.5 

761 

715 

Hart  Schaff  &  Marx 

-78.7 

33%- 

6% 

6% 

8.6 

57 

1.67 

4 

0.88 

13.3 

762 

781 

Allied  Supermarkets 

-78.8 

141/2- 

1% 

2% 

5.2 

14 

-0.01 

def 

none 

0.0 

763 

705 

Servomation 

-78.9 

383/4- 

53/4 

6 

4.9 

29 

1.92 

3 

0.60 

10.0 

764 

800 

City  Stores 

-79.0 

H%- 

2% 

2% 

3.3 

7 

-0.89 

def 

none 

0.0 

765 

697 

American  Airlines 

-79.3 

49%- 

5% 

6% 

28.5 

182 

0.51 

13 

none 

0.0 

766 

441 

NCR 

-79.3 

85%- 

16 

16% 

22.8 

378 

3.69 

5 

0.72 

4.3 

767 

177 

Kaufman  &  Broad 

-80.0 

521/4- 

2V4 

3V4 

16.1 

52 

-1.33 

def 

0.16 

4.9 

768 

654 

Bell  &  Howell 

-80.1 

73%- 

10% 

103/4 

5.7 

61 

3.14 

3 

0.84 

7.8 

769 

615 

Harris  Corp 

-80.1 

75     - 

13 

143/4 

6.2 

92 

2.82 

5 

1.20 

8.1 

770 

745 

New  York  Times 

-80.2 

423/4- 

8 

8% 

11.1 

93 

1.77 

5 

0.60 

7.2 

771 

776 

McGraw-Hill 

-80.3 

29     - 

5% 

5% 

23.4 

132 

1.21 

5 

0.50 

8.9 

772 

514 

Cento 

-80.4 

30     - 

3% 

4% 

9.9 

41 

0.18 

23 

0.20 

4.8 

773 

600 

CNA  Financial 

-80.5 

27    - 

3% 

41/2 

34.0 

153 

-6.36 

def 

0.56 

12.4 

774 

758 

Dillingham 

-80.6 

26%- 

4% 

5% 

12.7 

65 

1.31 

4 

0.40 

7.8 

775 

790 

Pan  Am  World  Airways 

-80.7 

2OV4- 

l3/4 

2>/4 

40.9 

92 

-1.29 

def 

none 

0.0 

776 

780 

Lear  Siegler 

-80.8 

213/4- 

3% 

4% 

12.4 

51 

1.21 

3 

0.28 

6.8 

777 

686 

Koehring 

-80.9 

3OV4- 

5 

5% 

3.1 

16 

1.24 

4 

none 

0.0 

778 

412 

Trajie 

-81.0 

791/4- 

Hi/4 

12% 

5.6 

69 

1.42 

9 

0.96 

7.8 

779 

700 

City  Investing 

-81.4 

281/4- 

4% 

5% 

20.5 

105 

1.32 

4 

0.66 

12.9    . 

780 

74 

Ryder  System 

-81.6 

44%- 

4 

41/4 

13.1 

56 

0.80 

5 

none 

0.0 

781 

809 

Bangor  Punta 

-81.7 

19%- 

2% 

23/4 

4.0 

11 

-3.26 

def 

none 

0.0 

782 

674 

Saga  Corp 

-82.2 

37     - 

3% 

3% 

4.2 

16 

1.11 

3 

none 

0.0 

783 

816 

Arden-Mayfair 

-82.2 

I41/2- 

1% 

2 

3.5 

7 

-2.52 

def 

none 

0.0 

784 

632 

U  S  Home 

-82.3 

39     - 

2% 

2% 

8.8 

25 

0.64 

4 

0.16 

5.6 

785 

394 

Polaroid 

-83.1 

1491/2- 

14% 

21% 

32.9 

694 

1.22 

17 

0.32 

1.5 

786 

750 

Amer  Beef  Packers 

-83.3 

201/2- 

3% 

3% 

1.9 

7 

2.11 

2 

none 

0.0 

787 

813 

Victor  Comptometer 

-83.4 

31     - 

4% 

5 

5.4 

27 

0.80 

6 

0.50 

10.0 

788 

814 

Automation  Inds 

-83.5 

13%- 

1% 

2 

6.9 

14 

-0.07 

def 

none 

0.0 

789 

746 

Hilton  Hotels 

-83.6 

60%. 

9% 

9% 

7.5 

75 

1.87 

5 

1.00 

10.1 

790 

765 

Boise  Cascade 

-84.5 

73%- 

8i/« 

11% 

29.5 

335 

3.68 

3 

0.50 

4.4 

791 

793 

Areata  National 

-84.6 

421/4- 

5 

6% 

6.3 

40 

1.47 

4 

0.36 

5.6 

792 

181 

Rose's  Stores 

-84.6 

385     - 

25 

40 

0.3 

12 

7.66 

5 

3.20 

8.0 

793 

784 

Macmillan 

-84.9 

241/4- 

3% 

3% 

12.5 

45 

1.28 

3 

0.25 

6.9 

794 

774 

Fuqua  Industries 

-84.9 

281/4- 

33/« 

4 

7.3 

29 

1.17 

3 

none 

0.0 

795 

825 

Talley  Industries 

-85.2 

36% 

5 

5% 

4.3 

23 

1.32 

4 

0.60 

11.2 

def— Deficit. 
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Who's  Where  in  the 

Stock  Market 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Yeer 

1970-74 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

•74      '73 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

796    734 

Combined  Insurance 

-85.2% 

463/8- 

6 

67/8 

26.9 

185 

1.75 

4 

0.60 

8.7 

797    500 

Evans  Products 

-85.2 

27V4- 

21/4 

2% 

16.1 

40 

-0.08 

def 

none 

0.0 

798    727 

DeSoto 

-85.2 

331/4- 

41/2 

4% 

5.4 

25 

1.27 

4 

0.60 

13.0 

799    714 

Coastal  States  Gas 

-85.4 

563/4- 

3% 

61/2 

18.6 

121 

2.59 

3 

none 

0.0 

800   803 

Magnavox 

-85.5 

55     - 

3% 

5% 

17.8 

96 

0.18 

30 

none 

0.0 

801    342 

Honeywell 

-85.6 

1703/4- 

193/4 

20% 

19.2 

391 

4.79 

4 

1.40 

6.9 

802    794 

Alexander's 

-85.6 

31%- 

2 

3 

4.5 

14 

0.34 

9 

0.10 

3.3 

803    499 

Singer 

-85.7 

93Vi- 

12 

12 

16.2 

194 

1.58 

8 

2.60 

21.7 

804    633 

Holiday  Inns 

— CW.l 

55%- 

5% 

53/4 

29.5 

170 

1.15 

5 

0.33 

5.7 

805    708 

Sperry  &  Hutchinson 

-86.6 

593/4- 

7Vi 

7% 

9.1 

69 

1.67 

5 

1.00 

13.1 

806    815 

E  T  Barwick  Inds 

-86.8 

12%- 

1V4 

1V4 

10.2 

13 

-2.12 

def 

none 

0.0 

807    798 

Avco 

-87.0 

251/4- 

2% 

3 

11.5 

34 

0.39 

8 

none 

0.0 

808    738 

Manhattan  Industries 

-87.6 

22%- 

2% 

2% 

2.2 

6 

-0.33 

def 

0.40 

15.2 

809   823 

Borman's 

-87.7 

14%- 

1% 

1% 

2.9 

5 

0.14 

12 

none 

0.0 

810   811 

Litton  Industries 

-88.5 

33%- 

2% 

3% 

33.6 

122 

-1.28 

def 

none 

0.0 

811    818 

Genesco 

-88.5 

393/4- 

3 

3% 

12.4 

39 

0.84 

4 

none 

0.0 

812    807 

Philips  Industries 

-88.7 

27    - 

21/4 

23/4 

4.8 

13 

-0.30 

def 

0.20 

7.3 

813    764 

Pueblo  International 

-89.0 

231/4- 

2% 

2% 

4.5 

11 

0.80 

3 

0.31 

12.4 

814    759 

Ciuett,  Peabody 

-89.1 

31%- 

27/8 

3% 

8.8 

30 

0.62 

5 

0.30 

8.9 

815    775 

Republic  Natl  life 

-89.1 

24y2- 

1% 

2% 

9.4 

20 

tt 

- 

none 

0.0 

816    640 

Jonathan  Logan 

-89.2 

65%- 

43/4 

47/8 

5.2 

25 

1.46 

3 

0.40 

8.2 

817    740 

Control  Data 

-89.3 

122i/2- 

113/4 

12% 

16.0 

198 

2.05 

6 

none 

0.0 

818    711 

U  S  Industries 

-89.3 

28%- 

21/2 

2% 

29.2 

77 

1.19 

2 

0.19 

7.2 

819       * 

National  Kinney 

-89.4# 

233/4- 

1% 

l3/4 

6.3 

11 

0.16 

11 

none 

0.0 

820    789 

Redman  Industries 

-89.5 

373/4- 

1% 

l3/4 

7.9 

14 

-3.92 

def 

none 

0.0 

821    801 

Bunker-Ramo 

-89.8 

513/4- 

4 

4i/4 

5.6 

24 

0.66 

6 

0.40 

9.4 

822    613 

Intl  Basic  Economy 

-89.8 

18%- 

1% 

1% 

4.1 

7 

-0.31 

def 

none 

0.0 

823    827 

Seatrain  Lines 

-90.3 

26%- 

1 

2V4 

13.7 

31 

-1.02 

def 

none 

0.0 

824    833 

Diversified  Inds 

-90.4 

23%- 

1% 

1% 

6.2 

11 

0.19 

9 

none 

0.0 

825   806 

United  Brands 

-90.4 

31     - 

2% 

27/8 

10.8 

31 

-3.21 

def 

none 

0.0 

826    592 

Fedders 

-90.4 

50     - 

2% 

3i/4 

11.1 

36 

-0.97 

def 

none 

0.0 

827        * 

Inti  Foodservice 

-91.1 

24%- 

IVi 

ty* 

3.0 

4 

0.38 

3 

none 

0.0 

828   819 

National  Homes 

-91.1 

38%- 

2 

2% 

7.0 

15 

-1.89 

def 

none 

0.0 

829    769 

Arlen  Realty  &  Dvpt 

-91.lt 

243/4- 

l'/4 

1% 

22.0 

30 

-0.64 

def 

none 

0.0 

830    808 

Bergen  Brunswig 

-91.5 

30     - 

1% 

2»/« 

2.8 

6 

0.24 

9 

none 

0.0 

831    736 

Daylin 

-91.6 

27%- 

1% 

1% 

5.7 

9 

-4.78 

def 

0.04 

2.7 

832    828 

Whittaker 

-91.8 

19%- 

1% 

1% 

21.3 

32 

0.22 

7 

none 

0.0 

833    792 

Zayre 

-92.6. 

471/4- 

2% 

27/8 

4.9 

14 

1.52 

2 

none 

0.0 

834    829 

Columbia  Pictures 

-92.4 

30%- 

1% 

2 

6.7 

13 

-0.23 

def 

none 

0.0 

835    783 

Sav-A-Stop 

-92.8 

243/4- 

1% 

l3/4 

3.8 

7 

-0.27 

def 

none 

0.0 

836    805 

Saxon  Industries 

-93.1 

41%- 

2% 

2% 

7.7 

19 

1.03 

2 

none 

0.0 

837    723 

Bohack 

-93.2 

217/8- 

7/s 

1% 

1.2 

1 

-34.62 

def 

none 

0.0 

838    822 

Ampex 

-93.6 

48%- 

27/8 

3 

10.9 

33 

1.03 

3 

none 

0.0 

839    796 

Adgraph  Multigraph 

-93.7 

62    - 

33/4 

37/8 

8.0 

31 

-0.08 

def 

none 

0.0 

840    817 

Mattel 

-93.8 

521/4- 

2 

2 

16.9 

34 

0.19 

11 

none 

0.0 

841    831 

Baza'r 

-94.1 

17%- 

1 

1 

0.8 

1 

-1.91 

def 

none 

0.0 

842    785 

F&MSchaefer 

-94.4 

59    - 

23/4 

27/8 

1.9 

5 

0.28 

10 

none 

0.0 

843    696 

WT  Grant 

-94.7 

70%- 

2 

21/2 

14.1 

35 

0.19 

13 

none 

0.0 

844    804 

Cook  United 

-95.5 

41i/«- 

1% 

l3/4 

4.7 

8 

0.47 

4 

none 

0.0 

845    771 

Grolier 

-95.5 

35     - 

1% 

1% 

5.8 

8 

-5.50 

def 

none 

0.0 

846    830 

Penn  Central 

-95.6 

34%- 

IV4 

IV4 

24.1 

30 

-6.89 

def 

none 

0.0 

847 

Hartfield-Zodys 

-96.8 

23i/2- 

% 

3/4 

2.0 

1 

-3.69 

def 

none 

0.0 

848   836 

American  Export  Inds 

-97.4 

21%- 

tf 

% 

4.8 

2 

-0.11 

def 

none 

0.0 

**        * 

H  F  Ahmanson 

33%- 

5% 

6% 

22.8 

154 

1.83 

4 

0.20 

3.0 

#*        * 

Avis 

521/4- 

4i/4 

6 

6.0 

36 

0.98 

6 

0.40 

6.7 

**        * 

Blount 

61/4- 

1% 

1% 

8.4 

12 

0.35 

4 

0.08 

5.8 

*$        * 

Louisiana-Pacific 

24%- 

77/8 

8V4 

26.1 

215 

2.51 

3 

0.15 

1.8 

**        * 

Miss  River  Corp 

243/4- 

67/8 

19 

9.0 

171 

5.22 

4 

1.20 

6.3 

»*        * 

Northeast  Petroleum 

143/4- 

4% 

57/8 

3.5 

21 

1.78 

3 

0.20 

3.4 

t    557 

OflnCorp 

19%- 

13 

I6V4 

11.7 

191 

5.34 

3 

1.20 

7.4 

**        * 

Peavey 

223/4. 

133/4 

14% 

3.8 

53 

5.52 

3 

0.90 

6.4 

t    604 

Pennzoil 

39     - 

123/4 

IS3/* 

24.0 

449 

3.72 

5 

1.20 

6.4 

**        * 

Union  Bancorp 

183/4- 

63/4 

67/8 

11.7 

81 

1.91 

4 

0.84 

12.2 

*»        * 

United  Gas  Pipe  Line 

73/4- 

3 

6% 

9.9 

61 

1.13 

5 

0.60 

9.8 

Note:  'Not  ran 

ked  last  year.         "Not  available 

not  rankeci. 

t  Recent  price  not  comparable  with  historic  price  due  to  spin 

-off  of  subsi( 

liary  in  1974.          ft  Not 

available. 

t  Four-year  price  change.         it  Three-year  price 

i  change. 
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Who's  Where  In 
The  Industry  Groups 


If  you  wonder  why  the  stock  mar- 
ket didn't  pay  much  attention  to  last 
year's  good-looking  earnings  reports, 
you  will  find  the  answer  on  the  bot- 
tom line  of  page  114.  Look  there  at 
the  all-industry  median  growth  figure 
for  sales  over  the  past  five  years:  up 
11%  a  year.  But  look  at  the  median 
earnings  growth:  only  5.8%  a  year, 
about  half  of  the  sales  growth.  What 
this  says  is  that  a  major  part  of  the 
growth  in  sales  simply  represents 
higher  costs  passed  on  to  the  con- 
sumer with  little  extra  left  over  in 
earnings.  A  more  healthy  situation 
would  have  been  one  where  profits 
grew  faster,  not  slower,  than  sales. 

The  numbers  on  these  two  pages 
tell  a  great  deal  about  the  growth  and 
profitability  of  U.S.  industry.  They 
summarize  in  a  short  space  a  tre- 
mendous amount  of  statistical  work, 
broken  down  into  performance  re- 
sults for  30  key  industry  groups 
(boldface)  and  80  important  sub- 
groups. 

You  can  learn  a  good  deal  by 
perusing  these  figures.  Note,  for  ex- 
ample, how  the  high  debt  leverage 
of  the  aluminum  companies  (see 
debt/equity  ratio  column)  dramatic- 
ally improved  their  low  historic  equi- 
ty returns  during  last  year's  inflation. 
Note,  too,  that  the  apparent  lack  of 
change  in  the  leisure  companies'  prof- 
itability,  as   indicated   by   the   indus- 


try's overall  figures,  was  misleading. 
Looking  at  the  subgroups,  there  was 
change  aplenty.  The  returns  of  the 
entertainment  companies  soared, 
thanks  to  the  boom  in  movies,  while 
those  of  the  travel  and  recreation 
companies  were  bombed  by  inflation. 

Effects  Of  Leverage 

The  table  is  a  challenge  to  anyone 
who  wants  to  understand  the  U.S. 
economy.  It  shows  how  wrong  the 
pessimists  were  who  wrote  off  basic 
industries  like  steel,  chemicals,  forest 
products  and  oil  as  hopelessly  low- 
profit,  commodity  businesses.  All  rang 
up  huge  gains  in  profitability  during 
the  last  12  months. 

Notice  the  high,  third-place  re- 
turn-on-equity  median  of  the  natural 
gas  industry.  Why,  then,  are  the  gas 
companies  complaining  that  they 
don't  earn  enough  money  to  develop 
adequate  gas  supplies?  The  answer 
lies  in  their  debt-to-equity  ratio,  the 
highest  of  any  industry.  Their  huge 
euity  returns  are  strictly  the  result 
of  debt  leverage;  their  returns  on  to- 
tal capital,  the  more  meaningful  fig- 
ure in  this  capital-intensive  business, 
are  among  the  smallest  around. 

In  sharp  contrast,  the  insurance 
companies  show  merely  average  re- 
turns on  equity,  yet  rank  close  to 
the  top  in  return  on  total  capital. 
That's  because  the  insurance  compa- 


nies, especially  the  life  insurers,  are 
virtual  money  machines.  At  a  time 
when  huge  debt  loads  threaten  the 
liquidity  of  many  other  companies, 
they  don't  have  to  resort  to  leverage. 

Who,  then,  are  the  heaviest  debt 
users?  The  electric  and  telephone 
companies,  of  course,  and  the  con- 
glomerates. The  railroads  and  con- 
sumer finance  companies,  too.  Those 
you'd  expect  to  find  in  the  group. 
But  there  are  some  mild  surprises 
among  the  debt-to-equity  medians. 
The  steel  industry  median  of  0.4— 
that  is  $4  of  debt  to  every  $10  of 
equity— is  lower  than  you  might  ex- 
pect. The  aluminum  producers,  at 
0.8,  carry  much  more  debt.  The  capi- 
tal-intensive industrial  equipment 
companies  carry  less  debt  than  you 
might  expect,  while  the  leisure  and 
distribution  companies  carry  surpris- 
ingly heavy  long-term  debt  loads. 

Perhaps  these  industry  figures 
should  be  studied  in  the  nation's 
schools,  many  of  whose  graduates 
are  convinced— the  polls  tell  us— that 
business  is  busily  ripping  off  the  pub- 
lic. Anyone  who  believes  this  need 
merely  cast  his  eye  again  on  the  bot- 
tom line  of  this  table.  Here  he  will  see 
that  the  typical  industry  has  earned 
less  than  9%  on  its  invested  capital 
over  the  past  five  years  and  less  than 
5  cents  on  the  sales  dollar.  He  will 
see,  too,  that  even  during  last  year's 
superboom  the  return  on  invested  cap- 
ital went  up  less  than  one  percent- 
age point. 

And  look  at  growth  in  earnings 
per  share:  up  less  than  6%.  Not  many 
trade  unions  are  settling  for  as  little 
as  that  these  days.   ■ 


INDUSTRY  MEDIANS: 

Yardsticks  of  Management  Perfo 

rmance 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest        5-Year          5-Year 

Profit 

5-Year 

5-Year             5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months      Rank          Average 

Margin 

Average 

Rank              Average 

Rank 

CONSUMER  GOODS  - 

HEALTH  CARE: 

17.6% 

1 

I8.8O/0 

0.2 

15.40/0          1              15.10/o 

9.1% 

13.30/0 

4                      9.60/o 

5 

Ethical  Drugs 

23.0 

— 

21.9 

0.1 

20.6            -            22.4 

11.3 

13.3 

9.5 

- 

Proprietary  Drugs 

16.4 

— 

16.8 

0.1 

14.5           -            14.7 

8.0 

10.2 

8.9 

- 

Health  Care  Products 

14.4 

- 

15.4 

0.4 

11.5           -           10.5 

7.2 

18.0 

11.0 

- 

CONSUMER  GOODS  - 

PERSONAL  PRODUCTS: 

14.7 

2 

16.5 

0.3 

12.8            2           11.4 

5.7 

9.8 

22                 8.7 

6 

Tobacco 

14.4 

— 

14.2 

0.4 

8.2           -             8.9 

4.1 

10.0 

9.1 

- 

Toiletries  &  Cosmetics 

20.5 

- 

19.3 

0.3 

16.5            -            16.0 

8.4 

14.4 

9.6 

— 

Housekeeping  Products 

12.5 

- 

16.3 

0.3 

12.5           -           11.2 

5.3 

9.6 

5.0 

- 

Photo  Equipment 

10.4 

- 

10.4 

0.0 

8.5           -           10.1 

5.3 

9.2 

5.6 

- 

UTILITIES  - 

NATURAL  GAS: 

14.0 

3 

14.9 

1.1 

7.1          22            7.1 

8.7 

94 

24                 6.4 

13 

Producers  &  Pipeliners 

15.9 

- 

18.0 

1.2 

7.6           -             7.4 

9.8 

9.6 

10.1 

- 

Pipeliners  &  Distributors 

13.6 

— 

16.8 

1.1 

7.6           -             7.0 

8.8 

9.4 

6.3 

- 

Distributors 

- 

10.3 

0.9 

5.5           -             6.4 

6.7 

7.9 

3.2 

- 

Note:  Exolanation  of  Yardstick 

calculations 

on  page  38 
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INDUSTRY  MEDIANS:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales  Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

DISTRIBUTION  - 

■ 

WHOLESALERS: 

13.6% 

4 

17.30/c 

0.4 

12.1% 

5 

10.2% 

1.4% 

13.1% 

5 

12.6% 

3 

Food  Distributors 

14.4 

— 

17.3 

0.4 

12.1 

- 

11.7 

1.3 

12.9 

- 

12.6 

— 

Meatpackers 

13.1 

— 

16.6 

0.4 

11.8 

- 

9.1 

1.2 

17.2 

— 

13.1 

— 

Agr  Commodities 

11.2 

— 

18.6 

0.4 

13.0 

— 

8.8 

2.9 

14.5 

— 

18.3 

— 

Other  Wholesalers 

11.4 

- 

12.7 

0.5 

11.5 

- 

10.5 

1.9 

6.9 

- 

4.9 

- 

ENERGY: 

13.6 

4 

21.9 

0.4 

15.5 

6 

10.0 

7.6 

144 

3 

10.3 

4 

International  Oils 

13.6 

— 

21.7 

0.3 

16.8 

— 

11.0 

6.9 

13.9 

_ 

9.8 

— 

Domestic  Oil  &  Gas 

13.5 

— 

21.5 

0.4 

15.2 

— 

9.9 

7.1 

16.9 

— 

10.0 

— 

Coal 

18.8 

- 

25.0 

0.6 

14.7 

- 

12.4 

12.4 

13.2 

- 

10.3 

- 

METALS  - 

NONFERROUS: 

13.4 

6 

18.7 

0.4 

11.9 

10 

9.2 

6.7 

10.0 

20 

2.7 

24 

Aluminum 

8.3 

— 

16.5 

0.8 

8.5 

— 

5.7 

6.4 

9.4 

— 

0.2 

— 

Copper 

11.2 

— 

15.3 

0.4 

11.3 

— 

9.2 

8.5 

7.0 

— 

-1.7 

— 

Diversified  Metals 

16.3 

- 

25.1 

0.4 

17.3 

- 

12.1 

12.4 

12.5 

- 

6.5 

- 

CONSUMER  GOODS  - 

FOOD  &  DRINK: 

13.0 

7 

13.4 

0.4 

9.7 

7 

9.9 

3.2 

9.2 

26 

6.6 

12 

Diversified  Foods 

12.5 

— 

13.8 

0.4 

9.7 

— 

9.0 

2.9 

9.0 

— 

6.5 

— 

Food  Specialists 

13.4 

— 

12.1 

0.3 

9.5 

— 

9.7 

3.1 

9.2 

— 

1.5 

- 

Drinks 

15.2 

- 

15.4 

0.3 

11.7 

- 

12.6 

4.4 

10.8 

- 

8.2 

- 

LEISURE: 

13.0 

7 

12.5 

0.5 

8.6 

8 

9.8 

4.1 

11.1 

14 

8.1 

8 

Travel 

13.4 

— 

11.8 

0.9 

6.6 

— 

7.8 

3.8 

22.6 

_ 

11.8 

— 

Entertainment 

10.8 

— 

15.9 

0.8 

9.0 

— 

8.4 

5.7 

6.9 

— 

3.8 

- 

Recreation 

13.9 

— 

8.5 

0.5 

6.7 

— 

10.3 

2.4 

13.2 

— 

8.8 

— 

Publishing 

12.4 

- 

14.7 

0.3 

11.2 

- 

10.7 

5.9 

10.4 

- 

-0.3 

- 

CHEMICALS: 

12.8 

9 

19.1 

0.4 

13.1 

13 

8.9 

7.4 

9.5 

23 

6.8 

10 

Diversified  Chemicals 

13.1 

— 

19.8 

0.4 

14.8 

— 

9.6 

8.8 

7.8 

— 

4.9 

— 

Specialists 

12.5 

- 

17.8 

0.5 

10.8 

- 

8.0 

5.9 

10.1 

- 

11.0 

- 

FINANCE  - 

BANKS: 

12.8 

9 

13.5 

0.4 

9.9 

4 

10.7 

6.7 

23.1 

1 

8.6 

7 

New  York  Banks 

12.5 

— 

13.1 

0.3 

9.8 

_ 

9.6 

4.9 

23.4 

— 

8.2 

— 

Regional  Banks 

13.3 

- 

13.5 

0.4 

9.9 

- 

10.9 

7.0 

23.1 

- 

9.0 

- 

FINANCE  - 

■» 

CONSUMER  FINANCE: 

12.7 

11 

9.3 

1.0 

5.7 

26 

6.8 

4.9 

12.0 

8 

6.3 

14 

Finance  Companies 

12.7 

— 

9.7 

1.8 

5.0 

— 

6.0 

3.6 

9.4 

_ 

3.0 

— 

Financial  Services 

13.1 

- 

9.3 

0.4 

6.9 

- 

10.9 

5.4 

12.2 

- 

11.6 

- 

MULTICOMPANIES  - 

CONGLOMERATES: 

12.1 

12 

144 

0.7 

9.0 

20 

7.4 

3.3 

11.7 

9 

4.0 

19 

DISTRIBUTION  - 

RETAILERS: 

11.9 

13 

10.4 

0.5 

7.4 

11 

9.1 

2.0 

11.2 

12 

4.3 

18 

Department  Stores 

10.9 

— 

10.8 

0.5 

8.3 

— 

7.1 

2.9 

8.5 

— 

4.5 

— 

Discount  &  Variety  Strs 

9.3 

— 

6.4 

0.9 

4.5 

— 

6.5 

0.7 

16.1 

— 

-0.4 

— 

Drug  Chains 

13.1 

- 

10.7 

0.4 

8.5 

— 

11.1 

1.9 

18.7 

- 

9.0 

- 

Special  Stores 

15.3 

- 

12.6 

0.4 

9.8 

- 

11.4 

2.9 

15.7 

- 

7.2 

- 

ELECTRONICS  & 

ELECTRICAL: 

11.9 

13 

14.6 

0.3 

11.4 

9 

9.5 

4.7 

11.2 

12 

5.9 

15 

Electronic  Equipment 

10.4 

— 

13.4 

0.4 

9.2 

— 

7.8 

4.5 

11.0 

— 

5.0 

- 

Electrical  Equipment 

15.4 

- 

18.0 

0.3 

12.3 

- 

11.1 

4.7 

12.2 

- 

6.3 

- 

INDUSTRIAL  EQPT: 

11.7 

15 

13.3 

04 

10.2 

14 

8.7 

4.6 

94 

24 

2.5 

25 

Production  Equipment 

12.7 

— 

13.6 

0.3 

11.4 

_ 

9.7 

4.9 

8.3 

_ 

2.1 

— 

Specialty  Equipment 

10.0 

— 

12.1 

0.4 

9.0 

_ 

7.8 

4.9 

11.2 

— 

3.5 

— 

Const  &  Matls  Hdlg 

11.3 

— 

13.1 

0.5 

9.2 

_ 

9.1 

4.1 

11.8 

_ 

2.4 

— 

Mining  &  Drilling  Eqpt 

12.5 

— 

13.8 

0.4 

10.2 

— 

8.9 

4.6 

12.7 

_ 

3.4 

— 

Rail  Equipment 

11.6 

— 

13.6 

0.5 

9.2 

_ 

7.5 

4.9 

7.0 

_ 

3.3 

— 

Steam  Generating  Eqpt 

11.5 

- 

13.2 

0.3 

10.2 

- 

8.4 

2.9 

10.0 

- 

2.2 

- 

AUTOMOTIVE: 

11.5 

16 

12.2 

0.5 

9.2 

14 

8.7 

3.8 

9.2 

26 

2.8 

23 

Vehicles 

11.6 

— 

13.0 

0.4 

9.1 

— 

8.6 

3.6 

9.2 

_ 

2.2 

_ 

Tire  &  Rubber 

9.5 

— 

10.4 

0.5 

7.9 

_ 

7.1 

3.6 

6.7 

_ 

1.7 

_ 

Auto  Supplies 

11.5 

- 

21.1 

0.5 

9.3 

- 

8.9 

3.9 

10.1 

- 

2.9 

- 

Note:  Explanation  of  Yardstick 

calculations 

on  page  38 
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INDUSTRY  MEDIANS: 

Yardsticks  of  Management  Perfo 

rmance 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

S-Ywr 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year             5-Year 

5-Year 

Ave  rag* 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank             Average 

Rank 

FINANCE  - 

4 

INSURANCE: 

11.3% 

17 

10.9% 

0.0 

10.6% 

3 

11.1% 

6.20/o 

1140/0 

10              16.7% 

1 

Life 

11.2 

- 

12.1 

0.0 

11.9 

- 

11.4 

9.7 

11.3 

14.6 

— 

Fire  &  Casualty 

15.4 

- 

10.2 

0.1 

9.9 

— 

15.8 

5.6 

12.9 

18.6 

— 

Multiple  Line 

10.4 

- 

10.8 

0.1 

9.7 

- 

10.4 

4.5 

11.1 

11.8 

- 

CONSTRUCTION  - 

CONTRACTORS: 

11.2 

18 

14.8 

0.3 

9.2 

18 

7.9 

1.8 

15.1 

2              12.8 

2 

Heavy  Construction 

11.3. 

- 

17.3 

0.3 

14.3 

— 

8.6 

2.0 

12.9 

8.3 

— 

Home  Building 

11.2 

- 

6.1 

0.9 

5.2 

- 

7.6 

1.8 

25.2 

20.0 

- 

UTILITIES  - 

ELECTRIC  &  PHONE: 

11.2 

18 

10.7 

1.1 

5.3 

28 

5J 

12.4 

10.8 

17                3.6 

20 

Northeast 

10.1 

- 

9.3 

1.1 

4.9 

— 

5.3 

10.7 

10.9 

1.1 

— 

Midwest 

12.3 

- 

10.8 

1.1 

5.4 

— 

6.0 

12.9 

9.7 

2.2 

— 

Southeast 

10.7 

- 

9.8 

1.1 

4.4 

— 

5.5 

14.1 

13.4 

3.8 

— 

Southwest 

14.6 

— 

14.1 

0.8 

7.0 

— 

7.5 

16.1 

10.8 

7.3 

— 

West 

10.5 

— 

12.0 

1.0 

6.1 

— 

5.7 

15.6 

9.0 

4.6 

— 

Telecommunications 

11.1 

- 

11.8 

1.1 

5.9 

- 

6.1 

9.7 

11.5 

4.6 

- 

CONSTRUCTION  - 

BUILDING  MATERIALS: 

11.0 

20 

12.5 

0.4 

9.4 

12 

9.0 

4.5 

114 

10                6.8 

10 

Lumber 

14.5 

— 

20.1 

0.8 

10.3 

_ 

7.9 

7.5 

15.1 

12.1 

- 

Cement  &  Gypsum 

9.7 

- 

10.5 

0.2 

8.9 

— 

7.5 

5.2 

12.0 

4.4 

- 

Other  Bldg  Materials 

11.6 

— 

12.1 

0.3 

9.4 

— 

8.9 

3.9 

11.0 

6.7 

- 

Building  Equipment 

12.1 

- 

13.5 

0.3 

10.8 

- 

10.4 

3.8 

10.3 

6.6 

- 

INFORMATION 

PROCESSING: 

10.8 

21 

13.3 

0.3 

10.8 

16 

8.6 

5.5 

12.5 

6                 7.3 

9 

Computers 

12.4 

— 

13.3 

0.3 

10.1 

— 

9.5 

6.7 

13.1 

10.5 

- 

Copiers  &  Office  Eqpt 

5.8 

- 

18.1 

0.4 

11.6 

- 

5.0 

5.5 

12.5 

-13.4 

- 

FOREST  PRODUCTS  & 

PACKAGING: 

10.7 

22 

16.4 

0.5 

11.3 

20 

7.4 

6.8 

10.5 

19                5.6 

16 

Forest  Products 

10.2 

- 

19.5 

0.6 

12.0 

— 

7.2 

7.4 

9.8 

4.5 

- 

Packaging 

11.0 

- 

16.0 

0.5 

10.2 

- 

8.6 

4.7 

10.7 

5.9 

- 

MULTICOMPANIES- 

MULTI- INDUSTRY: 

10.5 

23 

12.8 

0.4 

10.2 

18 

7.9 

4.8 

11 

29                4.9 

17 

CONSUMER  GOODS  - 

HOUSEHOLD: 

9.8 

24 

10.9 

0.3 

8.1 

17 

8.5 

2.7 

11.0 

15                3.6 

20 

Television  Sets 

9.2 

— 

8.7 

0.2 

8.4 

— 

8.5 

2.5 

5.1 

-12.2 

- 

Appliances 

11.4 

— 

11.8 

0.3 

8.1 

— 

9.2 

2.7 

11.5 

5.2 

- 

Housewares  &  Furnishgs 

9.6 

- 

10.9 

0.5 

7.7 

- 

8.2 

2.8 

11.0 

3.3 

- 

AEROSPACE  &  DEFENSE: 

9.7 

25 

12.0 

04 

8.8 

24 

6.9 

3.0 

3.8 

30             -2.6 

29 

DISTRIBUTION  - 

SUPERMARKETS: 

9.7 

25 

11.4 

0.5 

7.5 

24 

6.9 

0.8 

11.0 

15             -1.3 

28 

Major  Chains 

10.0 

— 

11.8 

0.5 

7.5 

— 

7.1 

1.0 

10.2 

2.4 

- 

Regional  Chains 

8.8 

- 

11.0 

0.4 

7.5 

- 

6.8 

0.8 

11.5 

-4.9 

- 

CONSUMER  GOODS  - 

TEXTILES  &  APPAREL: 

8.9 

27 

10.8 

0.4 

8.1 

23 

7.0 

34 

9.9 

21                0.4 

27 

Apparel 

10.0% 

— 

9.0% 

0.4% 

7-5% 

— 

7-1% 

2.3% 

lo.7o^ 

-1.0% 

- 

Textiles 

6.9 

— 

10.5 

0.4 

7.8 

— 

6.1 

3.4 

6.2 

0.2 

- 

Shoes 

13.7 

- 

14.0 

0.4 

10.9 

- 

11.5 

3.6 

11.7 

6.0 

- 

METALS  -  STEEL: 

8.5 

28 

16.8 

04 

11.1 

27 

6.6 

6.0 

8.5 

28                2.1 

26 

Basic  Producers 

7.7 

_ 

16.1 

0.4 

10.6 

_ 

6.1 

6.1 

6.8 

1.4 

- 

Specialty  &  Other  Steels 

8.6 

- 

18.2 

0.4 

12.0 

- 

6.9 

5.9 

8.6 

2.1 

TRANSPORTATION  - 

SURFACE: 

6.9 

29 

9.2 

0.7 

6.2 

29 

5.1 

4.2 

10.7 

18                3.6 

20 

Railroads 

5.4 

— 

8.6 

0.6 

5.2 

_ 

3.4 

6.4 

6.4 

-2.7 

- 

Truckers 

24.8 

— 

25.2 

0.7 

14.1 

— 

11.2 

4.0 

17.9 

14.8 

- 

Other  Surface 

12.7 

- 

9.6 

1.3 

6.9 

- 

8.0 

1.9 

12.9 

1.9 

- 

TRANSPORTATION  - 

AIRLINES: 

6.9 

29 

13.2 

1.7 

6.5 

30 

4.7 

4.2 

12.2 

7           -10.6 

30 

ALL-lndustry  Medians 

11.6 

13.3 

04 

9.6 

8.7 

4.7 

11.0 

5.8 

Note:  Explanation  of  Yardstick  calculations 

on  page  38 
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Canada.  Home  ice  of  the  helpful  bank. 

For  a  good  look  at  the  action, 

get  your  copy  of  'Businessman's  Canada' 


It  takes  talent,  teamwork,  and  a 
^■^  knowledge  of  fundamentals  to  excel 

^^»  at  Canada's  most  popular  sport. 

^ ■ ^^    And  you'll  need  those  same  skills 

working  for  you  to  win  in  the  Canadian  business  arena. 
Like  hockey,  the  Royal  Bank  was  born  in  Canada. 
And  because  we're  Canada's  leading  bank,  we  have  all 
the  resources  you'll  need  to  help  you  make  a  successful 
start  in  Canada's  fast-growing  industrial  environment. 

Our  book,  'Businessman's  Canada'  gives  you  a  good 
look  at  the  fundamentals  of  taxes,  labour,  tariffs. 


government  policies,  economic  conditions  and 
regional  differences. 

A  request  on  your  corporate  letterhead  will  speed 
your  copy  to  you.  And  you'll  begin  to  see  how  helpful 
it  can  be  to  team  up  with  the  Royal  Bank. 

THE  ROYAL  BANK  OF  CANADA 

New  York  Agency.  68  William  St.,  NY   10005. 

San  Francisco  Agency.  560  California  St.,  Cal    94104 

Representative  offices  in  Chicago,  Dallas.  Los  Angeles 

Head  Office.  Place  Ville  Mane,  Montreal 

Toronto.  20  King  Street  West 

Over  1400  offices  in  Canada  and  around  the  world. 


Argentina  •  Australia  •  Bahamas  •  Belgium  •  Belize  •  Brazil  •  Cayman  .  Channel  Islands  •  Colombia  •  Dominican  Republic  •  Eastern  Caribbean  .  France  •  French  West  Indies  •  Germany 
Great  Britain  .Guyana  •  Haiti  •  Hong  Kong  .Jamaica  -Japan  .  Lebanon  .  Malaysia  .The  Netherlands  .Puerto  Rico  •  Singapore  •  Trinidad  &  Tobago  •  United  States  -Venezuela  •  Virgin  Islands 


C.  W.  ("Bill")  Berger,  General  Traffic 
Manager,  W.  T.  Grant  Co.  (Retail 
Chain)  "I  advise  store  managers  and 
suppliers  to  specify  REA  Express  for 
rush  shipments  because  of  its  coverage 
and  consistent  performance." 


Frank  J.  Bacher,  General  Transporta- 
tion Manager,  The  Arrow  Co.,  Div.  of 
Cluett,  Peabody  &  Co.,  Inc.  (Wearing 
Apparel)  "Shipments  from  major  distri- 
bution centers  via  REA  receive  excel- 
lent service  to  all  areas  in  the  U.S." 


Leon  W.  Morse,  General  Traffic  Mj 
ager,  William  H.  Rorer,  Inc.  (Phari 
ceuticals)  "We  ship  900,000  to  1,(1 
000  pounds  annually  via  REA  with< 
cellent  results  and  at  economical  co 
seldom  seen  in  these  inflationary  tim8 


Luther  Strickland,  Manager  of  Trans- 
portation, Gibson  Greeting  Cards,  Inc. 
(Paper  Products)  "94%  of  our  ship- 
ments were  delivered  within  48  hours, 
the  balance  satisfactory— a  two  to  six 
day  reduction  over  previous  routings." 


John  C.  Jackson,  Director  of  Traffic  & 
Distribution,  Encyclopaedia  Britannica. 
(Publishing)  "65%  of  our  shipments  go 
by  REA  Express  and  with  rare  excep- 
tion all  are  delivered  on  time  to  the 
satisfaction  of  our  customers." 


Tom  Kole,  President,  REA  Exf 
Inc.  (Transportation)  "I'm  never  : 
fied  with  the  new  REA  Express  Sy; 
Maybe  that's  why  our  customer! 
satisfied.  We're  good,  and  belter 
most,  but  1  want  us  to  be  great." 
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pros 

are  more  than  satisfied 

with  the  new 
REA  Express  System. 

One  is  never  satisfied. 


At  the  new  REA  Express,  we're 
never  satisfied.  So  we  constantly 
test  every  phase  of  the  system 
to  keep  up  our  high  performance 
standards  and  even  better  them 
wherever  possible. 

For  instance,  we  can  now  offer 
Silver  Bullet  truck  delivery  serv- 
ice from  16  major  metropolitan 
distribution  areas,  featuring 
48  hour  door-to-door  regional 
delivery  at  no  extra  charge. 

And  were  constantly  looking 
for  ways  to  improve  our  internal 
operation  as  well.  With  the  result 


that  our  system  now  features  a 
nationwide  Customer  Service 
Network  backed  by  TEAM, 
our  computer  tracing  system. 

In  fact,  the  new  REA  Express 
story  is  so  extensive  we  had  to 
write  a  book  about  it.  To  get  a 
complete  brochure  describing 
our  surface,  air  and  international 
shipping  capabilities,  call  your 
local  REA  representative  or 
write  to  Dick  Simpson,  Senior 
Vice  President,  Marketing  and 
Sales,  REA  Express,  Inc.,  Dept. 
FD-5,  219  East  42nd  Street,  New 
York,  New  York  10017. 


REA  Express.  The  one  carrier  system. 


« 
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Just  two  basic  industries  support  the  world. 
We're  a  big  and  growing  part  of  one. 


When  you  come  right  down  to  fun- 
damentals, everything  we  have  is 
derived  from  materials  grown  on 
the  earth  or  dug  out  of  it.  All  other 
industriesdepend  on  the  two  basic 
ones,  agriculture  and  mining. 

St.  Joe  has  long  been  a  substan- 
tial factor  in  mining  and  today  our 
involvement  has  grown  dramati- 
cally. In  addition  to  being  a  major 
producer  of  lead,  zinc  and  zinc 
oxide,  we  now  have  a  sizeable 
stake  in  oil,  natural  gas  and  coal 
Our  Canadian  oil  and  gas-produc- 


ing subsidiary,  CanDel  Oil  Ltd.,  and 
our  coal-producing  subsidiary,  A.  T. 
Massey  Coal  Company,  Inc.,  are 
making  significant  contributions 
to  our  basic  strength  and  profit 
growth.  For  the  first  six  months  of 
1974,  these  two  energy-related 
acquisitions  accounted  for  30% 
of  St.  Joe's  net  profit. 

Overall  we  have  substantial 
mineral  reserves  and  are  increas- 
ing these  reserves  by  a  greatly 
expanded  worldwide  exploration 
program. 


Our  above  ground  resources 
include  an  experienced,  techno- 
logically-advanced organization 
operating  modern  processing  and 
research  facilities. 

We  are  a  basic  company,  with 
reserve  resources  and  a  proven 
capability  to  supply  increasing 
amounts  of  metals,  chemicals  and 
energy-producing  minerals  which 
are  essential  to  a  growing  world. 

If  you  d  like  to  know  more  about 
us,  write  to  Department  4  for  our 
annual  report. 


ST  JOE 

MINERALS  CORPORATION 


250  Park  Avenue,  New  York,  New  York  10017,  Tel.  (212)  953-5000 


Forest  Products  &  Packaging 

Paper  was  a  great  business  to  be  in  last  year.  This  year  will  tell 
whether  the  prospects  will  last.  As  1974  ended,  doubt  was  rising. 


The  Great  Toilet  Paper  Shortage  of 
1974  didn't  last  very  long;  after  a 
month  or  so  the  supermarket  shelves 
filled  up  again.  But  you  could  tell 
then  what  kind  of  a  year  it  would  be 
for  the  paper  companies:  production 
flat  out,  prices  up,  up,  up. 

You  can  see  the  results  in  the 
Forbes  Yardsticks  below.  Even  the 
laggard  paper  producers,  with  five- 
year  returns  on  equity  in  the  7%-to- 
8%  range,  earned  well  above  the  12%- 
to-13%  average  for  all  U.S.  companies 
in  the  latest  12  months. 

But  here's  the  rub  for  the  paper 


companies:  The  outlook  for  1975,  un- 
fortunately, is  a  good  deal  less  rosy. 
Most  analysts  agree  that  the  industry 
has  peaked  and  is  now  heading  down 
—the  only  question  being  how  far. 
Bowen  Smith,  the  paper  analyst  at 
E.F.  Hutton,  figures  that  paper  com- 
pany earnings  will  decline  20%  next 
year  if  the  gross  national  product  is 
down  1%.  If  the  GNP  drops  by  3%  or 
more,  Smith  says,  all  bets  are  off. 

Last  year's  prosperity  wasn't  con- 
fined to  the  paper  companies,  how- 
ever. Nearly  everyone  in  the  forest 
products      and      packaging      group 


FOREST  PRODUCTS  &  PACKAGING:  Yardsticks  of  Management  Performance 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

FOREST  PRODUCTS. 

Louisiana-Pacific 

23.30/q 

1 

30.8% 

0.7 

19.1% 

1 

14.10/c 

13.80/q 

24.6%* 

2 

37.1%* 

1 

Georgia-Pacific 

18.4 

2 

23.3 

1.0 

11.2 

5 

9.0 

7.4 

16.6 

3 

12.3 

5 

Weyerhaeuser 

18.1 

3 

23.4 

0.4 

17.9 

2 

13.4 

12.9 

13.8 

5 

16.8 

2 

Willamette  Inds 

18.0 

4 

24.5 

0.6 

16.6 

3 

13.0 

10.5 

16.3 

4 

13.7 

3 

Union  Camp 

15.8 

5 

24.6 

0.6 

14.6 

4 

9.8 

9.9 

12.7 

6 

12.6 

4 

Champion  Intl 

10.9 

6 

16.9 

0.7 

8.5 

15 

6.5 

4.1 

10.5 

8 

1.7 

14 

Crown  Zellerbach 

10.8 

7 

17.3 

0.5 

12.1 

7 

7.8 

7.0 

8.5 

12 

3.6 

12 

International  Paper 

10.7 

8 

20.7 

0.5 

13.9 

6 

7.9 

8.7 

8.0 

14 

3.8 

11 

Gt  Northern  Nekoosa 

10.3 

9 

19.9 

0.5 

11.8 

10 

7.2 

8.4 

10.7 

7 

4.3 

10 

Westvaco 

10.1 

10 

20.9 

0.6 

13.3 

13 

6.8 

7.4 

8.7 

11 

4.6 

9 

Southwest  Forest  Ind 

9.7 

11 

11.3 

0.8 

7.3 

12 

6.8 

2.6 

34.7 

1 

11.8 

6 

Potlatch 

9.2 

12 

19.K 

0.5 

13.4 

11 

7.0 

9.0 

7.5 

15 

7.8 

7 

Scott  Paper 

9.1 

13 

12.9 

0.3 

9.7 

9 

7.2 

6.9 

7.0 

17 

-2.4 

16 

Kimberly-Clark 

9.1 

14 

16.1 

0.3 

12.2 

8 

7.4 

6.9 

8.5 

13 

1.2 

15 

St  Regis  Paper 

8.9 

15 

15.7 

0.6 

10.5 

14 

6.5 

6.8 

7.4 

16 

5.9 

8 

Mead 

8.8 

16 

21.1 

0.6 

11.6 

16 

6.4 

5.4 

9.8 

9 

1.8 

13 

Hammermill  Paper 

7.7 

17 

17.7 

0.6 

10.9 

17 

5.3 

5.5 

9.7 

10 

-3.2 

17 

Boise  Cascade 

0.5 

18 

14.9 

0.8 

9.4 

18 

1.4 

7.6 

1.7 

18 

P-D 

18 

Medians 

10.2 

19.5 

0.6 

12.0 

7.2 

7.4 

9.8 

4.5 

Hoerner  Waldorf 

16.4% 

1 

20.2% 

0.4 

14.2% 

4 

10.8% 

7.0% 

14.90/0 

3 

13.1% 

3 

Crown  Cork  &  Seal 

15.4 

2 

16.2 

0.1 

13.1 

2 

12.0 

5.5 

11.3 

7 

12.5 

4 

Diamond  Intl 

14.2 

3 

16.3 

0.1 

13.9 

1 

12.3 

6.8 

8.1 

13 

2.9 

12 

Anchor'Hocking 

13.2 

4 

11.7 

0.1 

10.2 

3 

11.3 

5.0 

10.1 

11 

5.9 

8 

National  Can 

12.4 

5 

13.8 

0.6 

9.4 

6 

9.6 

3.0 

17.4 

2 

6.3 

7 

Brockway  Glass 

12.3 

6 

10.6 

0.3 

8.7 

5 

10.1 

4.7 

11.8 

5 

13.3 

2 

Federal  Paper  Board 

11.1 

7 

19.6 

0.4 

11.5 

8 

8.6 

6.4 

14.4 

4 

9.9 

5 

Owens-Illinois 

11.0 

8 

14.4 

0.5 

9.2 

10 

7.2 

4.8 

10.6 

9 

5.6 

9 

Marcor 

10.8 

9 

16.4 

0.7 

8.2 

13 

5.9 

2.9 

10.7 

8 

16.7 

1 

Inland  Container 

10.4 

10 

20.0 

0.1 

18.0 

7 

9.6 

7.9 

8.1 

14 

6.8 

6 

Saxon  Industries 

9.3 

11 

8.3 

1.0 

5.4 

9 

7.8 

1.8 

21. 1\ 

1 

-1.8* 

13 

Continental  Can 

9.0 

12 

16.4 

0.5 

11.3 

11 

6.9 

4.1 

10.2 

10 

-3.8 

14 

Fibreboard 

8.9 

13 

13.6 

0.7 

8.4 

14 

5.7 

4.1 

8.4 

12 

5.6 

10 

Bemis 

8.3 

14 

16.0 

0.5 

10.7 

12 

6.6 

3.3 

11.4 

6 

4.0 

11 

American  Can 

6.4 

15 

13.9 

0.5 

9.4 

15 

4.9 

3.7 

6.9 

15 

-8.6 

15 

Medians 

11.0 

16.0 

0.5 

10.2 

8.6 

4.7 

10.7 

5.9 

Industry  Medians 

10.7 

16.4 

0.5 

11.3 

7.4 

6.8 

10.5 

5.6 

Note:  Explanation  of  Yardstick 

calculations 

on  page  38 

t  Four-year  growth. 

P-D  Profit  to  deficit 
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A  warm,  dry  February  and  March  aided  pulpwood  supply  in  the  South  last  year. 


cleaned  up.  While  paper  prices  had 
risen  25%  by  1974's  third  quarter,  pa- 
per packaging  prices  were  up  35%, 
glass  container  prices  23%  and  metal 
can  prices  over  30%.  Even  compa- 
nies whose  large  lumber  operations 
were  victims  of  the  housing  slump— 
Weyerhaeuser,  Georgia-Pacific,  Cham- 
pion International— could  report  flat 
or  slightly  higher  profits  because  of 
their  booming  paper  and  packaging 
operations.  Only  those  heavily  depen- 
dent on  construction,  like  Evans 
Products,  showed  big  declines. 

Leading  the  profitability  parade  for 
the  second  year  in  a  row  was  Lou- 
isiana-Pacific, a  highly  leveraged  out- 
fit made  up  of  former  pieces  of  Geor- 
gia-Pacific that  were  spun  off  in  a 
settlement  of  a  Federal  Trade  Com- 
mission antitrust  suit  two  years  ago. 
But  don't  be  carried  away  by  L-P's 
spectacular  showing.  Its  equity  is  very 
thin  compared  with  its  volume  of 
business,  much  thinner  than  Weyer- 
haeuser's,  and  so  its  return  on  equity 
was  highly  leveraged.  Thanks  to  its 
heavy  concentration  in  lumber  during 
a  poor  construction  year,  L-P's  earn- 
ings were  actually  trending  down- 
ward by  the  third  quarter. 

In  the  paper  market,  it  was  a  case 


of  postponed  prosperity  finally  be- 
coming a  reality.  In  mid- 1972  paper 
demand  finally  caught  up  with  the 
oversupply  created  by  the  expansion 
binge  of  the  Sixties.  But  federal  con- 
trols kept  the  lid  on  price  increases. 
They  were  partially  removed  in  March 
and  fully  removed  in  August.  By 
then,  after  two  years  of  production 
straining  to  keep  up  with  demands, 
customer  inventories  were  so  low  that 
buyers  would  pay  well  to  replenish 
stocks.  Not  surprisingly,  price  in- 
creases comfortably  exceeded  cost  in- 
creases for  the  paper  companies. 

The  price  increases  held  because 
of  a  strong  export  market  and  be- 
cause little  new  mill  capacity  came 
on  stream  last  year.  Some  companies 
were  also  able  to  squeeze  out  more 
earnings  by  rearranging  their  product 
mixes.  E.F.  Hutton's  Smith  tells  of 
one  plant  that  began  producing  just 
one  grade  of  paper  on  its  machines 
instead  of  seven,  thus  saving  2&  hours 
of  changeover  time  per  day  and  lift- 
ing its  profits  dramatically. 

The  export  market  was  one  of  the 
important  boosters  during  1974. 
Gradually  over  the  past  two  years  the 
big  Scandinavian  paper  mills  have 
been  less  and  less  able  to  supply  ris- 


ing European  demand.  Thanks  to  its 
earlier  expansion,  the  U.S.  industry 
was  also  in  a  position  to  answer  the 
call  from  abroad.  U.S.  paper  exports 
jumped  almost  26%  during  1974's  first 
ten  months,  with  outfits  like  Interna- 
tional Paper,  Georgia-Pacific  and 
Weyerhaeuser  shipping  the  most. 

Scott  Paper,  hurt  badly  in  recent 
years  by  Procter  &  Gamble's  entry  into 
fhe  consumer  tissue  market,  improved 
sales  and  profits  because  many  of  its 
nonbranded  competitors  in  the  tis- 
sue markets,  lacking  timber  resources, 
had  trouble  getting  the  necessary 
pulp  and  waste  paper  to  support  last 
year's  high  output  levels.  Thanks  also 
to  inflation  and  its  use  of  first-in- 
first-out  accounting,  Scott  netted  ad- 
ditional inventory  profits  last  year. 

Boise  Cascade  looked  much  health- 
ier too,  after  several  years  of  prun- 
ing acquisitions  and  debt.  Stripped  of 
its  conglomerate  overlay,  Boise  is 
again  chiefly  in  lumber  and  paper, 
from  which  it  earned  a  respectable 
return  during  the  latest  12  months. 

How  well  these  recovering  com- 
panies will  do  in  1975  is  an  open 
question.  Much  depends  on  how 
deep  the  recession  becomes.  E.F. 
Hutton's  Smith  sees  another  big  un- 
known: how  changes  in  production- 
line  mixes  will  affect  profitability.  In 
the  last  couple  of  years  the  paper 
companies  were  able  to  snare  extra 
profits  by  changing  here  and  there 
to  higher  margin  products.  What 
happens  now  if  they  have  to  shift 
part  way  back?  "The  changes  sur- 
prised everyone  on  the  way  up,"  ana- 
lyst Smith  says,  "and  they  could  sur- 
prise us  on  the  way  down." 

Another  problem  in  the  event  of 
a  sharp  downturn  is  the  heavy  debt 
load  some  of  the  paper  companies 
carry  (see  Yardsticks).  Georgia-Pa- 
cific and  Saxon  Industries,  for  exam- 
ple, have  high  debt-to-equity  ratios, 
about  one-to-one.  Boise  Cascade, 
Louisiana-Pacific,  Champion  Inter- 
national and  Marcor  (recently  taken 
over  by  Mobil  Oil)  are  right  up  there 
too  with  high  ratios.  In  a  time  of 
plenty,  nobody  was  paying  much  at- 
tention to  their  debt  loads;  in  a  time 
of  downturn,  they  could  be  critical. 

Fairer  Skies? 

Looking  beyond  the  current  reces- 
sion, however,  things  look  good.  Con- 
struction costs  are  so  high  now,  and 
include  so  many  nonproductive  anti- 
pollution expenditures,  that  few  com- 
panies can  afford  sizable  additions  to 
mill  capacity.  According  to  Morgan 
Stanley's  Sanjoy  Bhattacharya,  ;i  new 
1,000-ton-per-day  linerboard  plant, 
for  example,  now  costs  $205  million 
to  $215  million  compared  with  $65 
million  to  $75  million  t<  n  years  ;iii<>- 
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The  gas  industry  s  got  a  new  way 
to  get  more  clean  Gas  Energy 


Make  it. 

Clean  gas  energy  can  be  made  from  many  hydrocarbon 
sources.  Its  called  synthetic  natural  gas.  Someday  it  might 
heat  your  home  or  your  business. 

This  is  just  one  of  many  new  ways  the  gas  industry  is 
working  to  get  more  gas.  Were  exploring  continually  for 
new  gas  fields,  preparing  to  pipe  in  Alaskan  gas,  developing 
coal  gasification,  importing  Liquefied  Natural  Gas. 

By  1990  America  s  use  of  natural  gas  is  expected  to  increase 
by  seventy  percent.  And  nearly  a  third  of  it  will  come 
from  new  supplemental  sources  like  these. 

Use  gas  wisely.  Its  clean  energy  for 


today  and  tomorrow. 


Hdf'  A  American  Gas 
llnlll  Association 


* 


How  Addressogr aph 

the  giant  to  the  world's 
"Both  Sides  Now!" 


Lyle  Goodwin  is  our  resident 
inventor.  An  ex-salesman,  he's  got 
a  feeling  for  what  people  need  and 
want.  So  he  and  our  engineering 
staff  set  out  to  build  the 
world  a  better  high- volume 
plain-paper  copymaker. 

To  Lyle  and  the  staff,  we 
dedicate  the  new  AM  4875 
"Both  Sides  Now" 
Copymaker.  It's  the  oniy 
volume  copymaker  that  prints 
both  sides  in  one  pass! 

Since  multi-page  documents  are 
lately  accounting  for  a  big  chunk  of 
total  copying  volume,  using  both 
sides  of  a  piece  of  paper  is  long 
overdue.  Simply,  two-sided  copying 


saves  a  lot  of  money. 

Copying  on  both 
sides  saves  50%  on 
paper  costs. 

Copying 
on  both 
sides  saves 
filing  space 
and  postage. 

Copying 
on  both  sides 
in  one  pass  saves  50% 
on  operator  time. 

How  much  money 
could  your  organization 
save  with  two-sided 
copying  on  the  "Both 
Sides  Now"  Copymaker? 
Maybe  half.  Maybe  more.  Because 
this  remarkable  machine  has  many 
more  money-saving  characteristics 
than  an  ability  to  print  on  both  sides. 

We're  telling  your  duplicating 
department  manager  the  "Both 
Sides  Now"  story  in  somewhat 
more  technical  terms.  We 
suggest  you  call 


■altigraph  beat 
first  high  volume 
Copymaker. 


our  local  Multigraphics  sales  office 

>  arrange  for  a  demonstration. 

he  two  of  you  can  see 

le  "Both  Sides  Now' 

lopymaker  in 

ction,  and  we'll 

how  you  some 


very  compelling  figures  on  how 
much  you  can  save.  Or  write  for 

more  information:  Dept.  M., 
1800  W.  Central  Rd., 
Mt.  Prospect,  111.  60056. 

Jb4f 

y 
We  make  you  look  better  on  paper. 
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OIL  AND  GAS  DIVISION 

Exploration,  development, 
and  production  of  domestic 
oil  and  gas  resources. 

WHELAND  FOUNDRY  DIVISION 

Volume  producer  of  grey 
iron  castings,  primarily  for 
the  automotive  industry. 


NORTH  AMERICAN 
ROYALTIES,  INC. 

CHATTANOOGA,   TENN.    37402 


Listed  American  and 

Pacific  Coast  Stock  Exchanges 

(Symbol:  NAR) 


SAVE  NOW  ON 

EXECUTIVE 
LOANS 

$2,500  to  $25,000 

CASH  BY  PHONE  IN  PRIVACY 

As  an  executive  or  professional  person, 
you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
coula  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  are  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Thousands  of  satisfied  customers.  Full 
prepayment  privileges. 

We  lend  fast— get  the  facts  now  — 
without  obligation. 

Call  our  toll-free  "LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (714)433-2380 
Or  mail  coupon: 


Name. 


.State. 


.Phone- 


Capital 

Financial 

Services 


DEPT.    F,  Suite  208,  1930  S.  Hill  Street 
Oceanside,  Calif.  92054 


New  capacity  will  certainly  be  built, 
though  probably  not  much  in  1975 
and  probably  not  in  the  excessive 
quantity  that  has  produced  oversup- 
ply  cycles  so  often  in  the  past.  What 
capacity  is  added  will  doubdess  be 
built  by  companies  like  G-P,  Weyer- 
haeuser, IP  and  Champion  Interna- 
tional, which  have  both  the  financial 
muscle  and  the  low-cost  timber  re- 
serves to  support  it. 

For  those  companies  with  large 
lumber  operations,  a  question  mark 
remains— housing.  Certainly  it  will 
pick  up  from  its  present  depressed 
level  once  money  becomes  available 
again.  But  there  is  a  question  whether 
housing  will  return  to  its  old  level  of 
activity  (Forbes,  Nov.  1,  1974). 
New  residential  construction  provides 
40%  of  the  basic  demand  for  wood 
products.  It  is  not  surprising  that  the 
domestic  wood  products  business  suf- 
fered declines  in  profit  of  30%  to  40%. 

But  even  with  a  partial  recovery  in 
housing,  the  big  companies  in  lum- 
ber may  do  all  right.  The  housing  sit- 
uation was  so  bad  at  year's  end,  says 
Bhattacharya,  that  the  vital  "infra- 
structure" supporting  the  housing  in- 
dustry—the network  of  small,  inde- 
pendent operators  in  lumber,  ply- 
wood, sawmilling  and  building  sup- 
plies distribution— is  being  destroyed. 
Giant  companies  can  curtail  produc- 
tion and  lay  off  workers  when  business 
goes  sour;  small  companies  often  have 
no  choice  but  to  go  out  of  business. 
To  the  degree  this  happens,  warns 
Bhattacharya,  there  will  be  spectacu- 
lar price  increases  in  lumber  and 
building  supplies  when  and  if  hous- 
ing demand  does  come  back. 

For  the  glass  container  companies 
— Brockway  Glass,  Anchor  Hocking 
and  Owens-Illinois— 1974  was  a  re- 
covery year,  one  of  the  best  since  the 
big  growth  in  nonreturnable  bottles 
in  the  Sixties.  The  companies  began 
raising  their  prices  early  in  the  year 
and  found  the  increases  held— pri- 
marily because  a  shortage  of  soda 
ash,  a  key  ingredient  of  glass,  had 
the  effect  of  restricting  production. 
The  price  increases  held,  too,  be- 
cause the  can  companies  were  raising 
prices  even  further.  "Brewers  and  soft- 
drink  bottlers  began  to  find  it  expedi- 
ent to  switch  from  cans  to  bottles," 
says  Arthur  Stupay,  container  analyst 
with  Prescott,  Ball  &  Turben  in 
Cleveland.  The  cost  of  plastics,  the 
other  big  packaging  material,  also  rose 
dramatically  last  year.  This  limited 
for  the  time  being  the  trend  toward 
plastic  beverage  containers  and  ac- 
tually reversed  the  trend  toward  plas- 
tic containers  for  cosmetics,  toiletries 
and  household  products.  "Use  of  glass 
in  those  areas  had  declined  an  av- 
erage of  10%  a  year  for  three  years," 


says  Stupay.  "But  in  the  first  half  of 
last  year  glass  packaging  sales  ac- 
tually increased  by  9.8%  in  health 
products  and  3.1%  in  toiletries." 

For  all  that,  the  Forbes  Yardsticks  < 
results  of  the  glass  container  outfits 
for  the  latest  12  months  showed  a 
mixed  pattern.  Brockway  and  Anchor 
Hocking  weighed  in  with  declines  in 
return  on  equity  compared  with  the 
last  five  years,  while  Owens-Illinois 
showed  a  gain.  How  so?  For  one 
thing,  Owens-Illinois  has  a  sizable  pa- 
per business  that  beefed  up  its  return. 

If  brewers  and  bottlers  were  sub- 
stituting glass  bottles  for  cans  last 
year,  the  can  companies  were  none- 
theless able  to  keep  their  prices  and 
profits  up.  That  was  because  difficul- 
ties in  obtaining  steel  and  aluminum 
had  the  effect  of  limiting  their  pro- 
duction capacity,  thus  swinging  the 
law  of  supply  and  demand  in  their 
favor.  Their  own  price  increases  were 
more  than  enough  to  offset  steel  and 
aluminum  price  hikes  during  1974. 

Giant  Comeback 

The  most  notable  gains  among  the 
can  companies  for  the  latest  12  months 
were  turned  in  by  Continental  Can 
and  American  Can,  whose  returns  had 
sagged  badly  in  recent  years.  Wheth- 
er the  improvements  were  only  tern-  i 
porary  remains  to  be  seen.  But  at 
least  one  threat  to  these  two  giants  of 
canmaking  seemed  to  diminish  last 
year.  Both  Crown  Cork  &  Seal  and 
National  Can  had  beaten  them  to  the 
punch  in  switching  over  to  two-piece, 
drawn-and-ironed  seamless  cans,  in 
heavy  demand  by  beer  and  soft-drink 
customers  because  the  label  can  be 
printed  all  the  way  around  the  can. 

Continental  and  American  were 
slow  to  switch  because  of  their  much 
larger  investments  in  equipment  for 
making  traditional  three-piece  cans. 
Now  the  growth  in  two-piece  cans 
has  slowed  down,  and  perhaps  even 
leveled  off.  So  too  has  the  trend 
among  beverage  companies  to  making 
their  own  cans.  Also,  American  and 
Continental  have  both  made  impor- 
tant cost-saving  improvements  in 
three-piece  cans,  thus  apparently  stav- 
ing off  a  trend  that  threatened  to 
obsolete  much  of  their  equipment. 

There  is  good  reason  to  be  skepti-j 
cal   about   an   industry   that   shows   a] 
sudden  one-year  bulge  in  profits  be- J 
cause  of  supply  shortages  and  price  i 
increases.  The  paper  companies,  par-j 
ticularly,   among   the   forest   products 
and  packaging  group,  have  a  history 
of  swinging  from  short  supply  to  over- 
capacity with  profit-deflating  abrupt- 
ness.   Will    it   be    any    different    this 
time    around?    Maybe— just    maybe    it 
will  be  because  of  the  extremel)  high 
COSl  nf  building  new  capacity.    ■ 
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Dne  good  banking  idea  in  Canada 
led  us  to  another  in  London. 


Over  100  years  ago,  we  saw  Canada's 
need  for  financial  backing  to  develop  her 
rich  natural  resources.  That  was  our  first 
good  idea.  It  led  to  other  good  ideas  in 
London  and  in  many  other  places  in  the 
world:  Good  ideas  about  trade, 
investment  and  international  financing. 

Today  we  have  over  1600  branches 
from  the  Atlantic  to  the  Pacific.  Offices  in 
Brussels,  Frankfurt,  London,  Milan,  Paris, 
Zurich,  Hong  Kong,  Tokyo,  Sao  Paulo, 
Sydney-Australia,  Chicago,  Dallas,  Los 
Angeles,  New  York,  Portland-Oregon, 
San  Francisco,  Seattle.  Branches  and 
Trust  services  throughout  the  Caribbean. 
We  are  one  of  the  world's  largest  banks 
with  over  $16  billion  in  assets. 

We  have  seen  a  lot  of  small  businesses 
become  big  businesses  and  a  lot  of  good 
ideas  become  realities. 

If  you  have  a  good  idea  come  and 
talk  to  us.  We  know  what  good  ideas  can 
lead  to.  That's  how  we  became  one  of  the 
world's  largest  banks. 

For  more  information  on  our  inter- 
national banking  services,  contact  our 
representatives  or  write: 
Canadian  Imperial  Bank  of  Commerce 
Head  Office— Commerce  Court 
Toronto,  Canada. 


CANADIAN  imperial 

BANK  OF  COMMERCE 


Over  1 600  Branches 

More  than  $16  Billion  in  Assets 

New  York  Agency 

22  William  St., 

NY.  10005 


Head  Office,  Commerce  Court 
Toronto,  Canada 


Information  Processing 

Last  year  business  was  better  than  ever. 
This  year  will  be  good,  but  not  quite  as  good. 


It's  an  article  of  faith  that  rising 
costs  bring  prosperity  for  the  infor- 
mation processing  companies.  The 
reasoning  is  simple:  Newer,  faster 
computers  and  other  automated 
equipment  increase  productivity  and 
reduce  costs.  That  being  the  case, 
1974  should  have  been  a  great  year 
for  the  computer  outfits. 

And  it  was.  Revenues  from  general- 
purpose  computers,  which  make  up 
two-thirds  of  the  industry's  total,  rose 
17%.  Even  by  computer-industry  stan- 
dards, that's  high-speed  growth.  Rev- 
enues had  been  growing  at  a  lower 
9%  to  15%  a  year.  "It  was  one  of  the 
best  years  for  the  industry,"  said 
Frederic  G.  Withington,  a  top  analyst 
at  Arthur  D.  Little.  "Corporations 
were  struggling  desperately  to  find 
ways,  such  as  using  better  informa- 
tion systems,  to  control  growing  per- 
sonnel costs  and  materials  shortages." 

Customers  had  plenty  of  equipment 
to  choose  from  as  sales  catalogs  were 
bulging  with  a  wide  array  of  new 
products.  International  Business  Ma- 
chines came  out  with  a  new,  compact 
tape  storage  system  (see  picture,  p. 
131)  that  could  eventually  replace 
the  bulky  reel-to-reel  computer  tape 
systems.  NCR  introduced  an  easy-to- 
use    computer    terminal    with    which 


bank  customers  can  make  deposits  or 
withdrawals  day  or  night.  Honeywell 
came  out  with  an  entirely  new  series 
of  computers  that  finally  bridges  the 
gap  between  its  old  line  and  the  one  it 
acquired  in  1970  when  it  bought 
General  Electric's  computer  business. 
The  more  standard  computer  lines  at 
Burroughs,  Univac  and  Control  Data 
were  given  a  face-lifting. 

On  the  copier  and  duplicating  side 
of  the  business,  the  companies  were 
just  as  innovative.  In  its  struggle  to 
stay  competitive,  Addressograph  Mul- 
tigraph  brought  out  a  machine  that 
for  the  first  time  automatically  dup- 
licates on  both  sides  of  a  piece  of  pa- 
per. Not  to  be  outdone,  Xerox  coun- 
tered with  a  new  duplicating  machine 
that  makes  copies  at  twice  the  speed 
of  any  other  previous  Xerox  duplica- 
tor. Xerox  also  came  out  with  a  pro- 
grammable typewriter— another  head- 
to-head  confrontation  with  IBM. 

Proof  In  Figures 

All  in  all,  things  couldn't  be  better. 
As  the  Yardsticks  below  indicate, 
nearly  all  of  the  companies  in  the  in- 
dustry were  able  to  either  improve 
their  returns  on  stockholders'  equity 
in  the  latest  12  months  or  do  about 
as  well  as  they  had  in  the  past. 


But  what  about  next  year?  Is  it 
possible  that  corporations  will  con- 
tinue to  rent  or  buy  even  more  new 
information-processing  gear  as  the 
recession  deepens?  Probably  not,  but 
nobody  is  predicting  a  real  recession 
for  this  industry.  Worldwide  revenues 
from  general-purpose  computers  are 
expected  to  climb  at  least  5%,  to  $16.2 
billion,  while  total  gross  profits  are 
projected  to  increase  around  5%,  to 
$3.9  billion— a  slowdown  from  1974, 
but  not  a  big  one. 

Nevertheless,  the  industry  is  taking 
steps  to  protect  profit  margins.  Late 
last  year  IBM  imposed  a  worldwide 
freeze  on  hiring.  Hewlett-Packard 
closed  some  of  its  plants  for  a  short 
time  in  late  November.  Control  Data 
also  closed  two  of  its  plants.  Honey- 
well reduced  its  employment  by  5%. 
Unless  the  industry  is  hit  much  hard- 
er than  anyone  expects,  these  cut- 
backs should  keep  profits  fairly  high. 

Even  if  the  recession  hurts  new 
business,  the  computer  companies' 
huge  worldwide  rental  base,  an  esti- 
mated $40  billion,  will  keep  revenues 
and  profits  flowing  in.  There  are, 
however,  a  few  companies  that  de- 
pend on  direct  sales  for  their  growth, 
namely  minicomputer  makers  Digital 
Equipment  and  Hewlett-Packard. 
While  minicomputers  have  been 
strong-selling  items  in  the  past  year, 
cost-cutting  by  their  customers  could 
trim  sales  somewhat  next  year. 

The  plain  fact  is  the  computer 
companies  have  a  strong  hand  to  play. 
The  new  fourth-generation  equipment 


INFORMATION  PROCESSING:  Yardsticks  of  Management  Performance 


PROf    TABI'  i 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

5- Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5- Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

IBM 

19.7o/0 

1 

21.1% 

0.1 

19.7% 

1 

18.3% 

14.7% 

12.4% 

5 

13.7% 

4 

Digital  Equipment 

17.5 

2 

15.8 

0.0 

15.8 

2 

18.0 

10.0 

39.9 

1 

30.4 

1 

Hewlett-Packard 

15.9 

3 

21.4 

0.0 

20.9 

3 

15.8 

8.9 

17.6 

2 

14.9 

3    . 

Burroughs 

13.9 

4 

13.3 

0.3 

10.8 

4 

10.3 

9.2 

13.8 

4 

17.7 

2 

Sperry  Rand 

10.8 

5 

12.2 

0.3 

9.3 

5 

8.6 

4.3 

7.8 

8 

7.3 

5 

Honeywell 

10.4 

6 

9.7 

0.4 

7.1 

6 

7.3 

3.7 

15.2 

3 

5.5 

6 

Control  Data 

4.9 

7 

3.8 

0.5 

3.5 

8 

4.1 

2.0 

11.9 

6 

-2.6 

7 

NCR 

4.2 

8 

13.2 

0.8 

8.9 

7 

4.3 

4.5 

10.7 

7 

-10.2 

8 

Medians 

12.4 

13.3 

0.3 

10.1 

9.5 

6.7 

13.1 

10.5 

COPIERS  &  OFFICE  EQUI 
Xerox 

PMENT.^ 

■ 

24.3o/0 

1 

22.00/q 

0.4 

18.0O/O 

1 

19.0% 

9.7% 

25.5% 

1 

16.8% 

1 

Moore  Corp 

18.4 

2 

21.4 

0.2 

16.9 

2 

16.2 

7.6 

12.5 

3 

11.1 

2 

Pitney-Bowes 

5.8 

3 

18.1 

0.7 

11.6 

3 

5.0 

5.5 

14.1 

2 

-13.4 

3 

Victor  Comptometer 

4.3 

4 

5.3 

0.1 

5.1 

4 

4.3 

1.9 

9.2 

4 

-18.2 

4 

Adgraph  Multigraph 

3.8 

5 

def 

0.4 

def 

5 

3.9 

def 

5.8 

5 

-20.3 

5 

Medians        5.8                  18.1          0.4 

11.6 

5.0 

5.5 

12.5 

-13.4 

Industry  Medians       10.8                  13.3         0.3 

10.8 

8.6 

5.5 

12.5 

7.3 

Note:  Explanation  of  Yardstick  calculations  on  page  38.        def— Deficit. 
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I  Northern  Natural  Gas  Company,  Home  Office,  Omaha,  Nebraska,  Divisions  and  Subsidiaries:  Consolidated  Natural  Gas  Limited.  Calgary,  Alberta. 
Canada;  Consolidated  Pipe  Lines  Company,  Calgary,  Alberta,  Canada;  Weskem  of  Canada,  Ltd.,  Calgary,  Alberta.  Canada;  Consolidated  Gathering 
System  Limited,  Calgary,  Alberta,  Canada;  Norlands  Petroleums  Limited,  Calgary,  Alberta,  Canada;  Energy  Systems  Division,  Omaha,  Nebraska, 
Hydrocarbon  Transportation,  Inc.,  Omaha,  Nebraska;  Northern  Gas  Products  Company,  Omaha,  Nebraska;  Northern  Helex  Company.  Omaha, 
Nebraska,  Northern  Propane  Gas  Company.  Minneapolis,  Minnesota;  Northern  Systems  Company.  Omaha,  Nebraska;  Peoples  Natural  Gas  Division. 
Omaha,  Nebraska;  Protane  Corporation,  Minneapolis,  Minnesota,  Dominican  Republic,  Jamaica,  Guatemala,  Venezuela,  Puerto  Rico,  United  Petroleum 

'  Gas  Company.  Minneapolis,  Minnesota,  Weskem  Division,  Amarillo,  Texas.  UPG,  Inc..  Omaha,  Nebraska,  Northern  Petrochemical  Company,  Des 
Plaines,  Illinois,  Automotive  Chemicals  Division,  Des  Plaines,  Illinois,  Industrial  Chemicals  Division,  Des  Plaines,  Illinois,  Canton  Containers  Division, 
Canton,  Ohio,  Marine  Plastics  Division,  Clinton,  Massachusetts,  National  Poly  Products  Division,  Mankato,  Minnesota: 

and 
we're  also 


helping 


live. 


How  does  a  midwestern  natural 
jas  company  happen  to  be  in- 
'olved  with  an  artificial  kidney 
ystem?  Westlake  Plastics  of  Lenni, 
ennsylvania*  buys  resins  made 
)y  the  Polymers  Division  of  our 
Northern  Petrochemical  Com- 
)any.  They  use  the  resins  to  make 
he  polyethylene  core  and  cap  for 
disposable  dialyzer  filter.  These 
)arts  are  then  sold  to  Extracor- 
poreal Medical  Specialties,  Inc., 
vho  manufacture  the  filter  for  use 

artificial  kidney  machines. 


Helping  to  take  impurities  out  of 
blood  is  just  one  example  of  the 
wide  range  of  products  and  serv- 
ices provided  by  Northern  and  its 
subsidiaries.  Finding  new  and 
better  uses  for  natural  gas  prod- 
ucts and  by-products  has  led  us 
into  plastics,  packaging,  color 
resins,  synthetic  rubber,  printers' 
ink  and  much  more. 

By  squeezing  all  the  value  we 
can  from  our  energy  sources 
we're  providing  a  service  far 
beyond  what  you'd  expect  from 


>j 


orthern 


a  "traditional"  gas  pipeline  com- 
pany. And  as  we  continue  to 
diversify  and  expand  into  areas 
where  major  growth  is  possible, 
it'll  be  good  for  our  customers 
and  investors. 

Of  course,  we'll  still  be  doing 
what  you'd  expect  a  gas  company 
to  do.  Like  serve  1.5  million 
customers  through  75  utilities  in 
eight  states,  maintain  over  31 ,000 
miles  of  natural  gas  pipeline,  and 
continue  our  constant  search  for 
new  gas  reserves. 


The  gas  company  that's  something  else. 


Witer.  We  find  it,  pump  it,  purify  it 


ondense  it,  power  with  it,  cut  with  it. 


I 


Ingersoll-Rand  is  deeply  in- 
volved in  basics.  As  a  major  pro- 
ducer of  essential  machinery  and 
equipment,  we  are  helping  to  find 
more  water,  use  it  better  and 
conserve  it.  Our  knowledge  of 
water  enables  our  customers  to  use 
it  to  provide  power,  move  material, 
grow  food,  develop  new  sources 
of  raw  materials  and  energy,  and 
meet  other  human  needs. 

Because  of  the  increasing  need 
for  efficient  use  of  water  and  other 
basic  resources,  Ingersoll-Rand 
has  been  expanding  its  capabili- 
ties. Over  the  past  five  years,  we 
have  invested  more  than  $425 
million  in  research  and  capital 
expansion.  This  year  alone,  we 
plan  to  spend  over  $150  million 
on  research  and  expanded  capacity 
for  vitally  needed  products  that 
aid  the  economy. 

As  a  result,  Ingersoll-Rand  is  a 
growing  factor  in  solving  the 
world's  problems  through  better 
use  of  basic  resources.  For  more 
information  write  I-R,  Dept. 
A-600,  Woodcliff  Lake,  New 
Jersey  07675. 


Ingersoll-Rand 

Involved  in  basics 


In  spite  of  things  like  building 
material  shortages  and  extended 
delivery  schedules,  we  still  say 
you  can  build  a  quality  building 
quickly. 

Speed  has  always  been  the 
very  essence  of  a  Butler  building. 
The  speed  with  which  it  can  be 
planned,  designed,  delivered, 
and  finished  out  is  far  faster 
than  any  ordinary  building. 

For  example,  you  may  choose 
to  assign  design  and  construction 
responsibilities  to  just  one  source, 
your  Butler  Builder.®1  When  you 
build  this  way,  you  consolidate 
ali  planning  and  scheduling  and 
don't  waste  time  on  things  like 
finding  out  if  you  can  afford  the 


building  you've  designed.  Because, 
with  your  project  manager, 
you  design  your  building  to  meet 
your  budget  and  your  standards. 

Most,  if  not  all,  of  your  building 
comes  from  a  single  source, 
too.  Which  eliminates  multiple 
points  of  possible  delay.  And 
we  have  maintained  excellent 
material  inventories  and  delivery 
schedules  throughout  recent  times. 

Quality  and  time  savings  are 
also  designed  into  the  actual  con- 
struction of  a  Butler  building.  All 
the  components  are  pre-designed 
and  manufactured  to  work  together 
precisely.  They  arrive  on  the  site 
ready  for  quick,  accurate  erection. 

It's  providing  total,  quality 


How  to  save  building  time 
without  sacrificing  quality. 


building  solutions  like  this  to 
the  specific  problems  of  the  times 
that  takes  the  Butler  approach 
to  building  out  of  the  ordinary. 
And  assures  you  of  the  building 
you  need.  Sooner.  Not  later. 

So,  for  fast  relief,  call  your 
Butler  Builder.  He's  listed  in 
the  Yellow  Pages  under  "Buildings, 
Metal."  Or  write  us  for  this  free 
informative  brochure.  And,  if  you'll 
tell  us  how  you  plan  to  use  your 
building,  we'll  try  to  supply 
color  photos  of  how  others  have 
used  Butler  buildings  in  a 
similar  manner.  Write  Butler 
Manufacturing  Co..  BMA  Tower, 
Dept.  B-395,  Kansas  City, 
Mo.  64141. 


Build  a  Butler  Building 

Serving  building  needs  internationally,  with  plants  and  offlcei  in  Ihc  United  States,  <  anada.  Mixlco  and  the  United  Kingdom 


While  The  Government  keeps  IBM 
busy  in  the  courts,  the  computer  giant 
keeps  its  competitors  busy  by  regular- 
ly coming  up  with  new  products. 
Last  year,  for  example,  IBM  brought 
out  a  new  bullet-shaped  tape  stor- 
age system  that  may  eventually  re- 
place the  familiar  reel-to-reel  tape 
system.  Two  of  these  compact,  two- 
by-four-inch  cartridges  hold  as  much 
information  as  one  bulky  disc  pack. 
Possible  users  of  the  new  system: 
banks  and  insurance  companies. 


now  being  offered  is  just  what  busi- 
ness managers  need  to  run  efficient 
operations.  Computer  systems  such  as 
IBM's  370  and  "Burroughs'  700  line, 
with  their  capabilities  for  virtual 
memories,  are  rapidly  changing  the 
complexion  of  the  industry.  These 
large  computers,  which  are  often 
hooked  by  telephone  lines  to  batteries 
of  terminals  in  plants,  warehouses 
and  the  like,  enable  managers  to  col- 
lect information  immediately.  Under 
the  old  batch  process,  similar  work 
often  took  weeks.  In  industry  jargon 
this  is  called  on-line  or  real-time  in- 
formation* processing.  Everyone  pre- 
fers to  caH  it  a  new  era  of  communica- 
tions. Already  roughly  30%  of  the  $70 
billion  worth  of  computers  installed 
around  the  globe  is  communications- 
oriented  gear;  by  1977  the  figure  is 
expected  to  reach  at  least  50%. 

Just  how  hard  the  computer  com- 
panies plan  to  push  the  communica- 
tions concept  became  clear  last  year. 
In  early  July  IBM  announced  its  in- 
tention to  purchase  a  55%  interest  in 
CML  Satellite  Corp.,  a  domestic  sat- 
ellite operation  joindy  owned  by  Com- 
sat, Lockheed  and  MCI  Communica- 
tions, but  this  is  subject  to  Federal 
Communications  Commission  appro- 
val.   IBM   won't   say   a   word   about 


its  plans.  But  experts  in  the  industry 
believe  IBM  clearly  intends  to  set  up 
its  own  voice/  data  common  carrier 
system,  which  in  many  ways  will  put 
it  in  direct  competition  with  Ameri- 
can Telephone  &  Telegraph  (Forbes, 
Sept.  1,  1974).  According  to  the  ex- 
perts, this  would  give  IBM  an  "end- 
to-end"  systems  capability. 

Burroughs  took  a  similar  step  in 
October  when  it  paid  $30  million  in 
stock  for  Graphic  Science  Inc.  The 
Danbury,  Conn,  firm  makes  equip- 
ment that  can  transmit  or  receive 
documents  over  the  telephone. 

Not  surprisingly,  the  Federal  Gov- 
ernment doesn't  like  the  look  of 
things,  particularly  where  IBM  is  con- 
cerned. Right  now  the  FCC,  the  Fed- 
eral Trade  Commission  and  the  Jus- 
tice Department  are  looking  carefully 
at  the  antitrust  implications  in  IBM's 
proposed  ownership  of  CML.  Some- 
time this  year  the  FCC  is  expected  to 
take  initial  action. 

For  that  fact,  IBM's  future  could 
very  well  rest  in  the  hands  of  the 
Government.  In  November  the  Jus- 
tice Department  finally  filed  its  pre- 
trial brief  in  its  almost  six-year-old 
antitrust  action  against  the  computer 
giant.  Conservatively,  it  will  take  at 
least  two  years  before  a  decision  in 


the  case  is  made,  and  perhaps  even 
more  years  in  appeal.  Some  hope  the 
Government  will  break  IBM  into  per- 
haps five  separate  companies.  But  the 
other  big  computer  companies  are 
against  such  a  move,  fearing  that  five 
"little"  IBMs  may  get  a  larger  share 
of  the  market  than  one  big  one. 

At  any  rate,  the  lawsuit  has  not 
caused  IBM  to  pull  in  its  horns.  Walk- 
ing along  Manhattan's  Third  Avenue 
after  an  interview,  Honeywell  Infor- 
mation Systems'  new  president,  Clar- 
ence W.  Spangle,  asked  a  Forbes  re- 
porter: "Have  you  talked  to  IBM  yet? 
You  ought  to.  They  are  sure  shipping 
a  lot  of  big  computers." 

What  Spangle  is  talking  about  is 
IBM's  big  370  computers  and  mainly 
the  158  and  168  models  that  it  began 
shipping  in  large  numbers  last  year. 
Nothing  unusual.  But  what  Spangle 
and  other  computer  executives  hadn't 
anticipated  is  that,  despite  high  in- 
terest rates  and  tight  money,  more 
than  the  usual  proportion  of  IBM's 
customers  were  buying  rather  than 
renting  the  machines.  Analyst  David 
Caplan  of  Auerbach,  Pollak  &  Rich- 
ardson estimates  that  at  least  half 
of  these  machines  were  bought  out- 
right, compared  with  only  40%  for 
earlier  model  computers.  Since  a  typ- 
ical computer  system  can  cost  as 
much  as  $6  million,  it  is  easy  to  see 
why  IBM's  earnings  last  year  were 
expected  to  swell  some  20%,  to  $12.90 
a  share,  on  an  18%  increase  in  sales 
to  $13  billion. 

IBM  doesn't  talk  about  such  mat- 
ters, but  there  are  several  reasons  for 
the  increase  in  outright  sales.  In  the 
past,  first-time  users  were  able  to 
keep  a  computer  only  two  to  three 
years  before  technology  outdated 
them.  These  370s,  however,  are  ex- 
pected to  remain  with  their  original 
customers  for  at  least  four  or  five 
years.  Monthly  rental  on  these  pow- 
erful new  systems  can  run  as  high  as 
$120,000,  compared  with  a  high  of 
$70,000  for  earlier  models.  Coupling 
these  factors  with  the  7%  investment 
tax  credit,  the  computers  become 
cheaper  to  buy  than  to  rent.  "In 
addition,"  explains  Caplan,  "for  the 
same  reason,  the  computers  have  be- 
come attractive  items  for  private  tax- 
shelter  programs  and  have  given  a 
boost  to  third-party  lessors." 

What  must  really  rile  Honeywell's 
Spangle  is  that  while  IBM's  customers 
are  willing  to  shell  out  hard  bucks 
for  the  370s,  Honeywell's  customers 
are  not  so  willing  to  pay  cash.  In  the 
first  nine  months  of  1974  Honeywell's 
computer  business  continued  to  grow, 
but  more  and  more  of  its  customers 
switched  to  renting  rather  than  buy- 
ing the  machines.  Spangle  blames 
high  interest  rates  for  the  switch.  This 
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Sunbeam 
Innovations 


make  life 
easier... 
world  wide 


Sunbeam  innovations  such 
as  the  famous  Mixmaster 
Mixer,  Electric  Frypan, 
Crocker-Frypan  and  Shot 
of  Steam  Iron,  help  take  the 
drudgery  out  of  work  for 
millions  of  housewives. 

In  addition,  you  can  mow 
your  lawn  in  Australia  with  a 
Victa  mower  that  mows 
neatly  even  when  the  grass 
is  dripping  wet . . .  light  a 
cigarette  in  Germany  with  a 
Rowenta  Solartronic  table 
lighter  (that  draws  electrical 
energy  from  the  sun  for  its 
batteries) . . .  grill  steaks 
deliciously  in  England  with 
a  Rima  infra  red  grill . . . 
style  your  hair  without 
curlers  in  Canada  and  the 
U.S.  with  a  Mist-Stick 
Curler/ Styler. . .  shear 
sheep  or  clip  farm  animals 


in  New  Zealand  (or  almost 
anywhere  else  in  the 
world)  with  Stewart 
equipment. 

Yes— life  is  being  made  a 
little  easier  with  innovations 
from  a  world  wide  leader 
in  small  appliances- 
Sunbeam  Corporation. 

Sunbeam  is  a  world  wide 
corporation  with  26  plants 
in  12  countries  other  than 
the  U.S.  In  addition  to  being 
a  maker  of  small  appliances, 
Sunbeam  Corporation 
through  its  subsidiaries  is 
also  a  supplier  to  the  U.S. 
and  the  world  of  a  variety  of 
industrial  and  commercial 
products.  These  range  from 
air  and  water  pollution 
equipment  to  walk-in 
coolers;  from  industrial 
furnaces  to  automotive 
equipment.  In  the  home,  on 
the  farm,  and  in  industry 
and  business,  Sunbeam 
helps  make  life  a  little 
easier  world  wide. 


wnbewn 


©  1974  Sunbeam  Corporation 


was  one  of  the  main  reasons  why 
Honeywell's  operating  earnings  were 
off  some  10%  during  the  first  nine 
months  of  1974,  while  sales  increased 
10%  to  $1.9  billion.  For  the  year, 
Honeywell  was  not  expected  to  earn 
more  than  $4.25  a  share,  vs.  $5.12 
a  share  in  1973. 

Besides  pushing  its  new  Series  60 
computers,  which  cost  the  company 
$250  million  to  develop,  Honeywell 
wants  to  continue  pushing  its  busi- 
ness outside  the  U.S.  Through  its  ac- 
quisition of  GE's  computer  operation, 
the  company  obtained  around  a  15% 
share  of  the  computer  business  in 
France  and  Italy,  and  in  recent  years 
has  made  similar  inroads  in  such 
places  as  Australia  and  Japan. 

Univac,  too,  is  looking  abroad  for 
more  business,  and  with  some  success. 
For  openers,  last  year  it  won  a  con- 
tract from  Russia's  Aeroflot  for  a  com- 
plete computerized  airlines  reserva- 
tions system.  The  company  is  also 
looking  for  business  in  Israel,  Iran  and 
Brazil.  In  moving  abroad,  Univac  is 
interested  primarily  in  selling  its  well- 
established  big  computer  lines.  Ex- 
plains J.R.  Fullam,  Univac's  vice 
president  for  market  development: 
"It's  the  most  profitable  of  our  lines, 
and  it  will  allow  us  to  support  the 
kinds  of  services  you  need  to  move 
into  a  new  community." 

Tailored  Business 

To  some  this  may  seem  a  bold 
strategy  for  Univac.  The  company  is 
still  in  the  process  of  digesting  its 
three-year-old  acquisition  of  RCA's 
computer  business.  However,  the  two 
computer  lines  have  melded  much 
better  than  had  been  earlier  antici- 
pated. As  a  result,  Univac  now  ac- 
counts for  nearly  half  of  Sperry  Rand's 
revenues  and  profits  and  is  one  of  the 
main  reasons  the  company's  profits 
were  expected  to  climb  some  12%  by 
the  end  of  1974,  to  $3.65  a  share,  on 
an  11.5%  increase  in  sales,  to  $2.9 
billion. 

One  other  computer  company  that 
is  showing  rapid  earnings  gains  is 
NCR.  After  sticking  with  its  old  me- 
chanical cash  register  and  accounting 
machines  too  long,  NCR  has  gone 
completely  to  electronics.  But  in  the 
process  of  wiping  the  slate  clean,  the 
company  lost  $2.68  a  share  in  1972. 
By  comparison,  last  year's  profits  were 
expected  to  climb  to  $3.60  a  share  on 
sales  of  $1.9  billion. 

Now  that  NCR  is  on  the  right 
track,  management  has  no  intention 
of  slowing  down.  NCR's  marketing 
organization  has  been  divided  into 
four  market  areas:  retail,  financial,  in 
dustrial  and  medical-education  u<>\ 
ernment.  The  company's  strategy  is  to 
tailor-make   its   computer   systems    to 
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match  the  needs  of  these  markets.  So 
far,  the  strategy  seems  to  be  working. 
Near  the  year's  end,  booked  orders 
stood  at  a  new  high. 

As  in  any  industry,  there  are  some 
companies  that  are  having  trouble. 
Computers  is  no  exception.  Control 
Data  is  the  biggest  of  them,  and  it 
seems  to  have  the  most  problems. 
After  losing  a  big  contract  with  the 
Union  Bank  of  Switzerland  late  last 
year,  CDC  had  to  take  a  $30-million 
write-off  (Forbes,  Nov.  1,  1974). 
More  losses  were  expected  in  the 
fourth  quarter. 

Victor  Comptometer  has  had  simi- 
lar troubles,  but  to  a  lesser  degree. 
After  losing  over  $8  million  in  an 
effort  to  move  into  computers,  Victor 
quit  the  business  two  years  ago.  Now 
it  is  concentrating  on  developing  a 
line  of  hand-held  calculators,  desk- 
top machines  and  a  relatively  simple 
and  inexpensive  electronic  cash  reg- 
ister. So  far,  so  good.  Revenues  and 
profits  have  been  improving,  but  Vic- 
tor still  has  a  long  way  to  go  before 
it  is  fully  recovered.  In  the  latest  12 
months  its  return  on  stockholders' 
equity  was  a  subpar  5.3%. 

Big  Boys  Only 

Pitney  Bowes,  best  known  for  post- 
age machines,  also  tried  to  make  it  in 
the  computer  business  as  a  maker  of 
point-of-sale  terminals.  But  in  1973  it 
had  to  quit  the  business,  writing  off 
$37  million  in  the  process.  Now  it 
is  trying  to  make  it  in  copiers,  and 
early  this  year  will  come  out  with  its 
own  plain-paper  copier,  the  fastest- 
growing  segment  of  the  business.  Here 
it  is  running  into  stiff  competition  not 
only  from  industry  leader  Xerox,  but 
also  from  IBM,  Minnesota  Mining, 
SCM  and  at  least  a  dozen  other  com- 
panies. Remarks  David  Jorgensen, 
computer  analyst  at  Dataquest,  a 
California-based  research  firm:  "It's 
becoming  more  and  more  a  game  for 
the  big  boys  only." 

With  the  blueprint  pretty  well  set 
for  this  year,  the  question  naturally  is: 
What's  ahead  for  the  long  term?  In 
a  very  real  sense,  a  lot  depends  on 
IBM.  The  Government's  antitrust  suit 
and  the  15  or  so  separate  lawsuits 
it  is  now  facing  are  sure  to  have  some 
effect  on  the  company.  Also  some- 
time in  1977  IBM  is  expected  to  in- 
troduce a  new  fifth-generation  line  of 
computers.  Whether  it  will  provide 
the  industry  with  its  first  end-to-end 
system,  as  many  suspect,  remains  to 
be  seen.  If  it  does,  it  could  mean  two 
things:  First,  the  other  computer 
companies  will  be  left  in  the  dust. 
But  if  the  move  succeeds,  it  also 
will  open  new  markets,  holding  the 
promise  of  even  more  robust  growth 
for  the  industry.  ■ 
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Site  •  Plant 

And 
Capital  Equipment 


Available  in 

St.  Paul 

Minnesota 

*AII  City  Utilities  and  Industrial  Roads  Installed 
^Mississippi  River  Sites  From  1  To  100  Acres 
*  Zoned  for  Heavy  and  Light  Industry 


RIVERVIEW  INDUSTRIAL  PARK 

Zoned  Light  Industry 
230  Acres -Has  33  Tenants 
-  Adjacent  to  Executive 
Jet  Airport 
•  Freeway  and  Rail 
Facilities  in  Park 


RED  ROCK  INDUSTRIAL  DISTRICT 

•  Zoned  Heavy  Industry 

•  600  Acres  •  Has  6  Tenants 

•  Rail  and  River  Sites 

•  Adjacent  to  Major 
Freeways 


For  complete  information  send  coupon  below  or  write  to:  Eugene  A.  Kraut, 
Assistant  Executive  Vice  President/ Donald  G.  Dunshee,  Director  Industrial 
Development  I  James  F.  Faue,  Assistant  Director. 


PORT  AUTHORITY  OF  THE  CITY  OF  SAINT  PAUL 

330  MINNESOTA  BUILDING 
ST.  PAUL.  MINNESOTA  55101 
612/224-5686 
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We're  not 
just  a  plane  old 
company. 


-^^■■i 


Of  course,  we're  still  very  much  in- 
volved in  aerospace  but  that  tech- 
nology is  producing  other  products 
and  services  as  well.  Here  are  some  of 
the  aerospace  and  non-aerospace 
goings  on  under  our  wings . . . 

A.  Over  25  years  experience  in  alumi- 
num truck  bodies,  specialized  buses 
and  other  vehicles. 

B.  Upgrading  and  construction  of 
municipal  sewage  treatment  plants. 

C.  Long  range  studies  in  solar  power 
to  help  ease  the  energy  crunch. 

D.  Energy  programs  save  money  and 
conserve  energy  for  building  owners. 

E.  Pearson  Yacht's  newest:  10  Metre 
sailing  auxiliary. 

F.  Our  single  engine  airplanes  mean 
business,  they're  the  most  efficient  in 
the  industry  in  terms  of  miles-per- 
gallon. 

G.  Grumman's  Data  Systems  group  has 
expanded  its  commercial  business 
base  every  year  since  it  started. 

H.  We've  been  making  the  best  line  of 
aluminum  canoes  for  more  than  25 
years. 

I.  Latest  Grumman  hydrofoil  design. 
J.  Operating  room  control  console 
puts  everything  at  the  doctors'  finger- 
tips—another must  for  newly  designed 
medical  facilities. 

K.  Transoceanic  Gulfstream  II  serves 
the  international  travel  requirements  of 
key  employees  and  heads  of  state. 
L.  New  ways  to  move  waste  into  dol- 
lars with  waste  recycling  systems. 
M.  Our  agricultural  aircraft— a  leader 
in  the  field— helps  the  world  grow 
more  food. 

N.  Only  operational  U.S.  aircraft  de- 
signed expressly  as  an  all-weather 
carrier-  or  land-based  combat 
intelligence  center. 


O.  Our  new  automated  fire  hose  con- 
trol puts  fire  fighting  control  at  the 
nozzle  and  not  at  the  pumper. 
P.  U.S.  Navy's  most  advanced  elec- 
tronic countermeasures  aircraft. 
Q.  New  concept  in  modular  building— 
designed  and  built  for  the  National 
Weather  Service. 
R.  F- 14  Tomcat,  worlds  most  ad- 
vanced fighter  plane. 
S.  Shipboard  waste  treatment  system 
developed  for  offshore  industry. 
T.  Our  homes  on  wheels  are  for  the 
young  at  heart. 

U.The  Lunar  Module— only  vehicle 
ever  to  deliver  men  to  and  from  the 
moon . . .  built  by  Grumman. 
Grumman  Corp.,  Bethpage,  NY  1 1714. 

GRUMMAN 


Automotive 

When  Detroit  raised  new  car 
prices  $1,000  in  a  year, 
its  profits  tumbled. 

For  a  long  while,  inflation  didn't 
seem  to  bother  American  consumers. 
No  matter  how  high  the  price  index 
rose,  they  kept  on  buying.  But  that 
was  during  single-digit  inflation, 
which  was  partly  offset  by  automation 
and  increased  productivity. 

It  was  Detroit  that  finally  found 
the  consumers'  resistance  level  last 
fall.  Suddenly,  the  average  price  of  a 
new  car  was  $1,000  higher  than  the 
year  before.  In  two  months  auto  sales 
skidded  25%.  By  December  the  auto- 
makers had  been  forced  to  shut  down 
numerous  assembly  plants  and  lay 
off  over  a  fourth  of  their  work  force. 

To  be  sure,  new  car  sales  had 
been  weak  all  year— ever  since  the 
Arab  oil  embargo  and  last  winter's 
gasoline  shortage  scared  the  custom- 
ers. But  as  the  year  went  on,  and 
gasoline  supplies  proved  ample,  it 
was  the  $1,000  price  increase  that 
kept  buyers  away  from  the  show- 
rooms. And  kept  auto  company  earn- 
ings in  a  deep  ditch.  General  Mo- 
tors' earnings  were  down  77%  during 
the  first  nine  months  of  1974  on  17% 
lower  sales.  Ford's  earnings  fell  60% 
with  flat  sales,  and  Chrysler's  51% 
drop  in  earnings  came  on  a  21%  de- 
cline in  sales.  Even  American  Motors, 
whose  small  cars  had  propped  up 
sales  during  last  winter's  fuel  scare, 
hit  a  38%  earnings  drop  by  the  third 
quarter,  thanks  to  higher  prices  and 
lower  sales. 

Should  the  on-coming  recession 
prove  a  severe  one,  Detroit  could 
be  hurting  even  more.  Automaking 
is  a  capital-intensive  business,  and 
the  heavy  plant  investment  would  be 
a  considerable  drag  on  profits.  One 
bright  spot,  however,  is  that  the  auto- 
makers, unlike  many  other  U.S.  com- 
panies these  days,  carry  relatively  lit- 
tle debt  in  relation  to  stockholders' 
equity  (see  Yardsticks,  p.  138). 

Automakers  say  they  had  no  choice 
but  to  boost  prices,  what  with  steel 
and  aluminum  prices  soaring  and 
safety  and  emissions-control  devices 
adding  an  estimated  $700  to  the  cost 
of  the  average  car.  Besides,  they  ar- 
gue, sales  were  going  to  fall  any- 
way, as  a  result  of  tighter  money  and 
President  Ford's  oft-repeated  admoni- 
tions to  consumers  to  buy  less  and 
borrow  less.  "We  are  losing  one  out  of 
every  two  sales  because  of  the  lack 
of  retail  credit,"  says  Chrysler's  Chair- 
man Lynn  A.  Townsend. 


Underinflated?  Radial  tires  only  look  that  way  (left).  Their  higher 
prices  pumped  up  tire  company  profits  as  a  poor  auto  year  reduced  sales. 


Naturally,  Detroit's  poor  year-long 
performance  sent  out  some  shock 
waves  among  the  auto  supply  com- 
panies, especially  those  supplying 
original  equipment.  Libbey-Owens- 
Ford  is  the  largest  supplier  of  auto- 
motive glass;  A.O.  Smith  is  the  larg- 
est independent  manufacturer  of  auto 
and  truck  frames.  Both  depend  main- 
ly on  the  original-equipment  mar- 
ket, with  A.O.  Smith  shipping  near- 
ly all  of  its  passenger  car  frames  to 
GM.  Both  had  one  of  their  poorest 
years  ever  in  1974. 

To  some  extent  the  original-equip- 
ment suppliers  were  able  to  offset  vol- 
ume losses  by  increasing  prices.  That 
helped  Arvin  Industries,  for  example, 
which  makes  exhaust  systems,  instru- 
ment panels  and  other  assorted  auto 
equipment.  What  will  help  Arvin 
most,  however,  is  the  catalytic  con- 
verters it  is  beginning  to  sell  the  auto- 
makers to  meet  emissions-control  re- 
quirements for  their  1975  models. 
Even  if  it  is  a  poor  model  year,  Ar- 
vin's  catalytic  converters  will  be  all 
plus-business. 

In  much  better  shape  were  sup- 
pliers with  a  large  stake  in  the  re- 
placement market,  as  auto  owners, 
faced  with  higher  prices  for  new 
cars,  decided  to  make  their  old  ones 
last  a  bit  longer.  Champion  Spark 
Plug,  long  the  industry's  most  prof- 
itable company  on  the  Forbes  Yard- 
sticks, was  in  the  best  shape  of  all. 


At  a  time  when  other  American  com- 
panies are  up  to  their  ears  in  debt, 
it  has  one  of  the  cleanest  balance 
sheets  around.  But  its  main  strength 
is  its  market.  Spark  plugs  are  inex- 
pensive to  replace;  when  they  wear 
down  they  must  be  replaced,  and  the 
odds  are  with  Champion  plugs.  Cham- 
pion controls  40%  of  the  total  U.S. 
spark  plug  market. 

Batteries  are  more  expensive,  of 
course,  but  they  too  must  be  re- 
placed when  they  wear  down.  So 
companies  like  Gould  and  Globe- 
Union,  which  supplies  virtually  all  of 
Sears,  Roebuck's  private-label  bat- 
teries, held  up  well  last  year.  By 
contrast,  the  replacement  of  shock 
absorbers  and  exhaust  pipes  is  more 
postponable.  That  explains  in  large 
part  why  an  outfit  like  Maremont, 
which  relies  on  those  two  items  for 
90%  of  its  sales,  took  an  earnings  tum- 
ble last  year. 

Perhaps  the  best-situated  compa- 
ny in  the  replacement  business  was 
Genuine  Parts,  which  distributes  more 
than  100,000  different  auto  parts 
through  its  nationwide  network  of 
outlets.  Besides  superb  market  cov- 
erage, Genuine  Parts  enjoys  the  ad- 
vantage of  having  no  manufacturing 
facilities  of  its  own  to  weigh  down 
earnings  if  the  recession  turns  out  to 
be  a  severe  one. 

There  were  a  couple  of  other  ways 
to    beat    the    passenger-car    problem 
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lie  Middle  South  Utilities  System  is 
lifting  its  generating  fuel  base,  historically 
latural  gas  dependent,  to  one  that  will 
leavily  rely  on  nuclear  and  coal  fuels.  Some 
[7  percent  of  the  generating  capacity 
rheduled  to  be  added  in  the  next  ten  years 

Dwill  be  nuclear  or  coal  fueled. 
•We  are  doing  this  to  insure  an 
adequate  supply  of  electric 
energy  for  your  kids  and  ours. 

)DLE  SOUTH  UTILITIES  SYSTEM    Middle  South  Utilities.  Inc 
ansas  Power  &  Light  Company/ Arkansas-Missouri  Power  Company 
jisiana  Power  &  Light  Company/Mississippi  Power  &  Light  Company 
Orleans  Public  Service  Inc. 


last  year.  The  least  certain  of  these 
was  to  be  diversified  in  nonautomo- 
tive  fields— least  certain  because  of 
the  problems  of  selection  and  man- 
agement that  always  go  along  with 
branching  out  into  other  businesses. 
For  many  years,  Budd  Co.  had  a 
large  rail-equipment  business  to  go 
along  with  its  auto-supply  business, 
but  three  years  ago  elected  to  con- 
centrate more  fully  on  the  automotive 
end.  It  even  moved  its  corporate 
headquarters  from  Philadelphia  to 
Detroit.  Then  it  began  getting  orders 


for  rail  cars  from  Amtrak,  the  quasi- 
governmental  outfit  that  is  trying  to 
revive  the  nation's  passenger  rail- 
roads. Those  rail-car  orders  could 
come  in  very  handy  next  year  if  De- 
troit's sales  do  not  snap  back. 

Questor  seems  to  have  a  more  at- 
tractive spread  of  businesses:  sport- 
ing goods,  toys,  school  supplies  and 
building  products  for  the  do-it-your-  < 
self  market.  In  auto  parts  it  relies  more 
heavily  on  the  replacement  market 
than  original  equipment  for  its  profits. 
Yet  Questor's  profitability,  never  any 


great  shakes,  dried  up  dramatically 
last  year.  Management  cited  a  host 
of  problems:  strikes,  higher  materials 
costs,  start-up  costs,  etc.  What  it  boils 
down  to,  however,  is  that  when  ad- 
versity hits  one  part  of  the  business 
—auto  parts,  just  now— it  is  less  than 
helpful  to  have  management's  atten- 
tion diverted  elsewhere. 

One  other  way  to  beat  the  pas- 
senger-car slowdown  was  to  have  a 
big  stake  in  the  truck  market.  Sales 
of  trucks,  especially  heavy-duty 
trucks,  continued  to  run  high  during 


AUTOMOTIVE: 

Yardsticks  of  Management  Performance 

PROFITAblLiTv 

GFGWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year         5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank          Average 

Margin 

Average 

Rank 

Average 

Rank 

PACCAR 

19.0% 

1 

16.6% 

0.1 

15.6o/0 

1              17.40/c 

3.8% 

12.9% 

2 

12.1% 

2 

Caterpillar  Tractor 

17.2 

2 

15.8 

0.2 

13.2 

3           14.0 

5.7 

11.1 

5 

6.5 

5 

Clark  Equipment 

15.7 

3 

18.9 

0.5 

13.0 

4           11.6 

5.1 

13.3 

1 

7.0 

3 

General  Motors 

15.3 

4 

7.8 

0.1 

7.4 

2           14.2 

3.1 

6.0 

12 

-2.2 

9 

Deere 

13.8 

5 

16.8 

0.2 

14.2 

5           11.2 

6.9 

9.7 

6 

13.7 

1 

Ford  Motor 

12.0 

6 

6.5 

0.2 

5.7 

6           10.6 

1.7 

9.1 

8 

6.9 

4 

Hyster 

11.7 

7 

11.2 

0.4 

8.9 

7             9.5 

4.6 

9.3 

7 

2.2 

7 

Freuhauf 

11.5 

8 

14.2 

0.5 

9.2 

8             7.7 

3.7 

11.9 

4 

3.0 

6 

Signal  Companies 

7.4 

9 

25.6 

0.5 

17.5 

9             6.0 

12.5 

2.0 

14 

-3.8 

10 

Intl  Harvester 

6.8 

10 

8.9 

0.4 

7.2 

10             5.8 

2.5 

7.4 

10 

-1.0 

8 

Massey-Ferguson 

6.4 

11 

12.8 

0.5 

9.1 

11             5.4 

3.5 

6.7 

11 

-5.6 

11 

Chrysler 

5.3 

12 

3.5 

0.4 

3.3 

12            4.8 

0.8 

8.9 

9 

-11.0 

12 

American  Motors 

2.6 

13 

7.4 

0.2 

7.2 

14             1.8 

1.4 

12.5 

3 

DP 

White  Motor 

2.0 

14 

13.1 

0.6 

9.0 

13             2.3 

2.3 

5.2 

13 

-38.1 

13 

Medians 

11.6 

13.0 

0.4 

9.1 

8.6 

3.6 

9.2 

2.2 

TIRE  &  RUBBER. 

Genl  Tire  &  Rubber 

12.60/q 

1 

12.8% 

0.5 

9.3% 

1          9.30/0 

4.8% 

3.8% 

6 

7.4% 

1 

Goodyear 

12.1 

2 

12.7 

0.5 

9.4 

2          8.9 

4.2 

8.9 

1 

5.9 

2 

Firestone 

11.5 

3 

13.8 

0.4 

10.4 

3             8.8 

5.4 

7.8 

2 

5.6 

3 

Uniroyal 

7.4 

4 

8.1 

0.7 

5.7 

5             5.1 

2.2 

6.6 

4 

-2.2 

4 

Armstrong  Rubber 

6.9 

5 

5.4 

0.6 

4.9 

4             5.3 

2.4 

4.3 

5 

-2.5 

5 

B  F  Goodrich 

5.5 

6 

7.9 

0.5 

6.5 

6             5.0 

2.9 

6.8 

3 

-4.4 

6 

Medians 

9.5 

10.4 

0.5 

7.9 

7.1 

3.6 

6.7 

1.7 

AUTO  SUPPLIES- 

Champion  Spark  Plug 

21-5% 

1 

20.4% 

0.1 

18.3% 

1         I8.60/0 

113% 

l2.3o/0 

4 

10.7% 

3 

Purolator 

20.2 

2 

19.2 

0.5 

13.8 

3           15.6 

4.9 

16.8 

1 

7.5 

7 

Genuine  Parts 

18.6 

3 

19.4 

0.0 

19.1 

2           18.3 

4.3 

15.1 

2 

15.6 

2 

Hoover  Ball  &  Bearing 

18.2 

4 

15.6 

0.5 

12.1 

4           13.5 

3.9 

9.6 

12 

2.8 

11 

Dana 

15.1 

5 

17.5 

0.3 

13.5 

6           12.1 

5.7 

10.5 

9 

7.5 

6 

Eaton 

15.1 

6 

17.6 

0.5 

11.4 

8           11.4 

5.3 

9.2 

13 

5.5 

8 

Libbey-Owens-Ford 

13.5 

7 

10.2 

0.1 

10.0 

5           12.6 

5.8 

11.7 

5 

1.2 

12 

Maremont 

13.4 

8 

8.6 

0.5 

5.9 

9             94 

3.1 

5.5 

19 

21.5 

1 

Cummins  Engine 

12.1 

9 

13.3 

0.8 

8.1 

11             8.5 

3.5 

11.6 

6 

5.2 

9 

Timken  Company 

11.6 

10 

11.4 

0.0 

11.1 

7           11.5 

7.3 

5.6 

18 

0.6 

14 

Gould 

11.3 

11 

14.1 

0.5 

10.2 

10             9.3 

4.2 

11.0 

7 

9.7 

4 

Sheller-Globe 

10.1 

12 

12.1 

0.8 

7.5 

16             7.2 

2.6 

10.8 

8 

-5.5 

19 

Bendix 

9.6 

13 

12.0 

0.4 

9.4 

15             7.9 

3.1 

9.9 

11 

0.7 

13 

Borg-Warner 

9.4 

14 

10.5 

0.2 

9.2 

12             8.1 

3.9 

7.6 

16 

3.0 

10 

Globe-Union 

9.2 

15 

12.3 

0.5 

9.0 

14            8.0 

3.0 

13.8 

3 

7.8 

5 

Federal-Mogul 

9.0 

16 

11.3 

0.3 

9.1 

13             8.0 

4.2 

4.4 

20 

-5.1 

18 

Arvin  Industries 

8.6 

17 

5.5 

0.7 

4.5 

17             6.4 

1.5 

6.0 

17 

-3.3 

16 

Questor 

6.8 

18 

def 

0.4 

def 

18            6.2 

def 

10.2 

10 

-3.5 

17 

A  0  Smith 

6.8 

19 

4.5 

0.4 

4.1 

19             5.9 

1.4 

7.9 

15 

-1.1 

15 

Budd 

4.1 

20 

6.5 

0.6 

5.5 

20            4.2 

1.5 

8.7 

14 

-6.1 

20 

Medians 

11.5 

12.1 

0.5 

9.3 

8.9 

3.9 

10.1 

2.9 

Industry  Medians 

11.5 

12.2 

0.5 

9.2 

8.7 

3.8 

9.2 

2.8 

Note:  Explanation  of  Yardstick 

calculations  on  page  38 

def— Deficit.        D-P  Deficit  to  profit;  not  ranked. 
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They're  pursuing  rewarding 
careers  at  Bethlehem 


A  College  Relations  Representative 
based  at  our  home  office,  Mary  Kale 
recruits  engineers  and  technical  grad- 
uates for  Bethlehem's  management- 
training  program. 


Anita  Parsons  is  involved  in  an  environmental 
engineering  support  capacity  at  the  Beth-Elk- 
horn  Corp.,  Jenkins,  Ky.,  a  coal-mining  sub- 
sidiary of  Bethlehem.  She  monitors  potential 
pollution  sources  to  see  that  standards  are  met. 


A  Coordinator  in  Materiel  Control  at 
our  Sparrows  Point,  Md.,  steel  plant, 
Joann  Jacobs  evaluates  procedures  and 
methods  used  to  control  inventory  of 
electrical  and  mechanical  parts. 


Vinnie  Moody  has  completed  the  first 
phase  of  our*'  management-training 
program,  and  is  now  receiving  on-the- 
job  training  in  industrial  relations  at 
our  Johnstown,  Pa.,  steel  plant. 


Kathleen  Gearhart  is  a  Programmer-Analyst  in  Beth- 
lehem. Her  duties  involve  programming  and  systems 
analysis  in  technical  and  engineering  applications. 


Valeria  Fisher  is  Chief  Chemist, 
Bethlehem  Mines  Corporation,  at 
Johnstown,  Pa.  She  manages  the 
principal  chemical  laboratory,  and 
supervises  procedures  for  others. 


Do  you  know  a  woman  working  toward  a  degree  in  engineer- 
ing, chemistry,  mathematics,  or  another  technical  discipline? 

She  may  be  interested  in  learning  about  the  challenging  career 
opportunities  for  women  at  Bethlehem  Steel. 

Information  of  interest  to  college  students  is  available.  Write: 
Director,  College  Relations,  Bethlehem  Steel  Corporation,  Beth- 
lehem, PA  18016. 


Bethlehem 


Some  day  these  trees  will  help  keep  kitchens  k 


Our  forestlands  spread  from,  Florida,  Georgia 
and  Alabama  north  to  Virginia.  We  carefully 
manage  those  woodlands  through  modern  tech- 
nology and  forest  management  methods  so 
there'll  be  trees  to  fill  our  needs  — and 
America's— well  into  the  21st  century  and 
beyond.  Fortunately,  trees  are  a  miraculously 
renewable  resource  when  people  and  corpora- 
tions work  at  it. 


Our  trees  help  make  the  materials  that  make 
countertops  virtually  indestructible.  We're  a 
major  supplier  of  the  special  saturating  kraftt 
paper  that  constitutes  the  body  of  hard-surfa; 
plastic  countertops.  We  also  make  the  parties 
board  that's  the  structural  underlayment  forjj 
these  countertops  as  well  as  for  many  kinds  { 
of  furniture. 


oof,  industry  moving  and  computers  talking. 


any  of  the  corrugated  boxes  that  help  keep 
merican  industry  moving  begin  with  our  trees 
nr  boxes  carry  consumer  goods  and  industrial 
oducts  all  over,  the  world.  But  corrugated 
mtainers  are  just  one  part  of  our  packaging 
^pability.  From  bulk-boxes  to  multi-wall  bags 

folding  cartons,  we're  one  of  the  country's 
ading  producers  of  packaging  and 
ickaging  materials. 


Reams  of  our  paper  are  helping  dispense  answers 
to  the  growing  number  of  questions  asked  the 
computer.  Our  school  supplies  and  stationery  help 
students  answer  problems.  And  many  a  business 
deal  has  been  initiated  and  consummated  on  our 
bond  paper.  It's  nice  to  know  our  products  not  only 
help  make  other  products  better,  but  also  help 
people  communicate  better  as  well. 


Union  Camp 


Growing  in  more  ways  than  one. 


WUnion  Camp  Corporation,  1600  Valley  Road,  Wayne,  New  Jersey  07470 


The  Austin 
Method: 

a  remarkably  efficient 

discipline  that  delivers 

facilities  on-time, 

within  budget. 


The  Austin  Method  was 
designed  to  reduce  the 
highest  cost  of  construc- 
tion—  time.  By  cutting 
down  on  time,  your  facility 
is  on-stream  faster.  Your 
interest  on  capital  is  lower. 
Your  return  on  invested 
capital  begins  sooner. 

The  Austin  Method  is  a 
complete  system  of  design, 
engineering  and  construc- 
tion services  developed 
to  offer  facility  owners  a 
single  contract  responsibil- 
ity through  which  Austin 
manages  all  phases  of 
the  job  right  down  to  the 
smallest  subcontractor. 

Austin  engineers  begin 
any  building  program  with 
a  complete  analysis  of  your 
requirements.  Land  surveys.  Site 
evaluation.  Economic  feasibility 
studies. 

Besides  your  future  requirements, 
Austin  studies  your  present  oper- 
ations. Knowing  how  you  work 


With  traditional  building  construction,  preliminary  design  (A)  and 
detail  drawings  (B)  must  be  complete  before  cost  is  established  (C). 
With  The  Austin  Method,  cost  is  established  during  preliminary  de- 
sign. Construction  (D)  begins  virtually  upon  approval,  thus  reducing 
time  until  occupancy  and  providing  you  with  an  earlier  start-up. 


now  can  make  a  big  difference  in 
building  your  future. 

Unlike  ordinary  construction,  The 
Austin  Method  helps  you  plan  your 
business  as  well  as  your  building. 

While  Austin  engineers  have 


been  studying  how  you 
work,  they've  also  been 
designing  the  way  your  new 
facility  will  work.  Costs  have 
been  figured.  So  when  you 
see  the  design  proposal, 
you'll  also  see  the  cost. 

And  while  with  conven- 
tional methods,  procure- 
ment bids  would  just  begin, 
with  The  Austin  Method, 
construction  can  start. 
Months  have  been  cut  out 
of  the  elapsed  time.  Costs 
have  been  controlled. 

Whether  you  need  a  facil- 
ity for  chemical  processing, 
banking,  broadcasting,  pulp 
and  paper,  metal  working,  or 
food  processing,  The  Austin 
Method  will  deliver  it.  For 
nearly  a  century  we  have 
applied  the  disciplines  of  The    - 
Austin  Method  in  the  development 
of  facilities  for  others.  It  works. 

For  further  details,  write 
The  Austin  Company,  Cleveland, 
Ohio  44121. 


THE  AUSTIN  METHOD 

A  CAPITAL  IDEA 
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1974.  This  helped  bearings  suppliers 
like  Timken,  who  could  offset  declin- 
ing sales  to  Detroit's  Big  Three  with 
large  sales  to  the  truckmakers. 

A  large  truck  business,  to  be  sure, 
wasn't  enough  to  stave  off  the  earn- 
ings debacles  at  General  Motors  and 
Ford.  But  it  did  help  White  Motor, 
which  is  far  more  heavily  concen- 
trated in  trucks,  and  currently  boasts 
a  record-high  order  backlog  in  that 
market.  Similarly,  its  Mack  Trucks 
subsidiary  helped  Signal  Cos.  to  earn 
twice  as  much  on  its  stockholders' 
equity  during  the  latest  12  months 
as  it  averaged  over  the  last  five  years. 
Signal  has  a  tremendous  cushion  of 
cash  to  fall  back  on,  some  $400  mil- 
lion at  last  count,  as  a  result  of  selling 
its  Signal  Oil  &  Gas  subsidiary  to 
Britain's  Burmah  Oil  during  1974.  By 
the  same  token,  Signal  is  also  an  at- 
tractive takeover  candidate. 

The  truckmakers'  country  cousins, 
the  farm-equipment  companies,  con- 
tinued plowing  ahead  last  year.  With 
food  prices  still  on  the  rise,  farmers 
had  plenty  of  wherewithal  to  buy 
more  tractors  and  combines.  And  with 
bad  weather  in  many  areas  limiting 
crop  production,  they  had  yet  an- 
other incentive  to  buy  more  efficient 
equipment.  Result:  The  farm  equip- 
ment outfits  were  hard  put  to  keep 
up  with  demand.  International  Har- 
vester, one-third  of  its  sales  in  farm 
equipment  and  one-half  in  trucks, 
scored  one  of  the  best  gains.  Canadi- 
an-based Massey-Ferguson,  which 
has-  the  largest  overseas  sales  in  farm 
equipment,  used  last  year's  booming 
sales  to  lift  its  latest  12  months'  re- 
turn on  equity  out  of  a  rut. 

Deere,  the  U.S.  market  leader,  was 
less  fortunate,  however.  Its  sales 
were  great  last  year,  but  earnings 
were  down  8.5%,  due  to  high  material 
costs  and  shortages  of  supplies. 

Perhaps  the  most  interesting  seg- 
ment of  the  automotive  industry  last 
year  was  the  tire  business.  Shipments 
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Inflation  Fighters.  Vehicles  that 
promised  to  save  money  for  buyers, 
like  more  efficient  farm  equipment, 
bucked  inflation  and  sold  well. 


Recession  Fighter.  Even  as  auto 
sales  slumped,  Henry  Ford  backed 
higher  gas  taxes— to  curb  energy 
use  and  provide  unemployment  funds 


of  original-equipment  tires  were  way 
down,  not  unexpectedly.  So  were 
shipments  of  replacement  tires,  as 
highway  speed  limits  were  reduced 
(thus  cutting  tire  wear)  and  the  fuel 
shortage  induced  Americans  to  drive 
less.  Yet  at  the  same  time  the  switch- 
over from  bias-built  to  radial  tires, 
which  sell  for  twice  as  much,  picked 
up  speed  in  1974.  By  year's  end,  it 
was  expected  that  radials  would  have 
50%  of  the  original-equipment  mar- 
ket and  20%  of  the  replacement  mar- 
ket. As  a  result,  the  big  tire  makers 
were  able  to  hold  their  profitability 
at  about  the  same  level  during  the 
latest  12  months  as  it  had  been  over 
the  five-year  span.  Even  Goodyear, 
which  was  caught  napping  on  the 
change  to  radials  during  1973  and 
had  to  go  heavily  into  debt  to  catch 
up,  came  back  strong  in  radials  dur- 
ing 1974— a  tribute  to  its  marketing 
muscle. 

B.F.  Goodrich,  which  is  more  di- 
versified than  Goodyear,  Firestone 
and  Uniroyal,  put  on  the  best  earn- 
ings performance  in  1974,  however. 
Its  big  chemical  business,  some  27% 
of  sales,  was  especially  strong. 

The  tire  companies  have  been 
counting  on  sales  of  new  cars 
equipped  with  radial  tires  to  force 
the  switchover  to  radials  down 
through  the  replacement  market.  The 
higher  new-car  prices,  and  the  re- 
sulting slowdown  in  sales,  have  ob- 
viously set  back  the  timetable.  De- 
troit, which  has  always  called  the 
tune  for  the  tire  companies  and 
other  auto  suppliers,  has  obviously 
struck  a  sour  note.  Can  the  automak- 
ers make  their  $1,000  price  increase 
stick?  Even  in  the  event  of  a  really 
deep  recession? 

That's  the  question  everyone  in  the 
automotive  industry  is  asking  now. 
Henry  Ford  put  it  succinctly  when 
asked  about  the  automotive  outlook 
at  a  press  conference  last  fall.  "It's 
lousy,"  he  said.   ■ 
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Utilities 


Things  were  looking  a  bit  better  for  the  utility  industry 
as  1974  ended—but  not  better  enough. 


Boston  Edsion  Co.,  chin-high  in  debt 
and  with  earnings  falling  for  the  sec- 
ond straight  year,  got  a  big  break 
last  summer.  Or  so  it  seemed.  It  was 
granted  rate  increases  totaling  $41 
million— enough,  its  regulators  figured, 
to  lift  its  return  on  common  equity 
from  1973's  9.4%  to  a  far  more  ap- 
pealing 13.5%. 

Alas,  by  November  Boston  Edison 
was  begging  for  more.  Imported  fuel 
costs  were  still  soaring,  and  so  were 
interest  charges  on  its  debt,  now  up 
to  1.5  times  its  equity.  Thrice  down- 
graded by  the  bond-raters  since  1969, 
but  nonetheless  obligated  to  expand 
to  serve  its  customers,  the  compa- 
ny had  to  pay  12.5%  for  new  money 
in  September.  The  upshot:  Far  from 
moving  up  toward  13.5%,  Boston  Edi- 
son's return  on  equity  was  down  to 
7.7%  for  the  year  ended  Sept.  30. 
Bostonians  already  pay  40%  more  than 
the  national  average  for  their  electric- 


ity, but  without  another  rate  increase 
they  might  not  be  able  to  get  ade- 
quate power  at  any  price. 

Boston  Edison's  experience,  though 
extreme  in  some  respects,  was  typical 
of  what  happened  in  the  regulated 
utility  business  last  year.  Electric 
companies  and  natural  gas  suppliers 
found  their  regulators  in  a  more  sym- 
pathetic mood  at  last.  But  frequently 
the  rate  increases  they  received  were 
not  enough.  Or  not  fast  enough.  Prof- 
it returns  remained  low,  and  the  utili- 
ties were  still  unable  to  attract  enough 
capital  to  keep  up  with  the  demand 
for  electricity  and  gas.  Across  the  na- 
tion, gas  companies  curtailed  service 
and  electric  companies  canceled  or 
postponed  plans  to  add  capacity. 

In  the  Forbes  Yardsticks  (below, 
next  page)  some  of  their  equity  re- 
turns looked  okay.  But  utilities  carry 
huge  debt  loads  (check  out  the  debt- 
to-equity  ratios  in  the  tables),  so  their 


return  on  total  capital  is  the  far  more 
meaningful  measure.  There  the  utili- 
ties showed  up  poorly.  The  median 
return  on  total  capital  for  all  U.S. 
companies  last  year  was  9.7%;  the 
electric  company  median  was  only 
5.3%  and  the  natural  gas  company 
median  was  7.1%. 

Nor  was  their  earnings  growth 
likely  to  excite  lenders  and  investors. 
*•  Nine  of  the  electric  companies  actual- 
ly showed  a  five-year  decline,  and 
nine  others  recorded  less  than  3%-a- 
year  growth.  No  wonder  the  Dow 
Jones  utility  index  dropped  to  a  20- 
year  low  last  fall.  Some  20  electric 
companies  have  now  been  rated  down 
by  the  rating  agencies,  half  a  dozen 
were  forced  to  withdraw  proposed 
bond  issues  last  year. 

Two  things  were  crucial  in  de- 
termining a  utility's  rates  of  return 
and  its  ability  to  raise  expansion  cap- 
ital: the  particular  regulatory  climate 
in  which  it  operated  and,  for  the 
electric  utilities,  the  type  of  fuel  it 
was  using. 

Northeastern  power  companies  rely 
heavily  on  imported  fuel  oil,  and  huge 
price  increases  blasted  their  profit  re- 
turns last  year.   New  England-based 


UTILITIES 

-NATURAL  GAS: 

Yardsticks  of  Management  Performance 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest        5-Year 

5-Year 

Profit 

5-Year         5-Yi 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months      Rank 

Average 

Margin 

Average         1 

Rank            Average 

Rank 

PRODUCERS  &  PIPELINE 

Panhandle  Eastern 

17.50/q 

1 

17.2% 

1.2 

7.6o/o        4 

7-4% 

12.1< 

Yo          9-2% 

5                 6.5% 

6 

So  Natural  Resources 

17.0 

2 

18.0 

1.0 

9.1            1 

9.2 

11.3 

11.3 

3              10.9 

2 

Lone  Star  Gas 

16.1 

3 

19.5 

1.3 

9.7            2 

8.9 

11.3 

9.2 

6              12.7 

1 

Coastal  States  Gas 

15.9 

4 

13.2 

1.4 

6.3            3 

8.0 

4.5 

26.3 

1               10.4 

3 

Texas  Eastern  Trans 

15.9 

5 

14.9 

1.2 

6.9            6 

6.9 

9.8 

9.6 

4               10.1 

4 

Tenneco 

15.3 

6 

21.1 

1.1 

9.1            5 

BETH 

6.9 

15.3 

2                6.7 

5 

El  Paso  Company 

12.6 

7 

19.2 

1.5 

7.1            7 

5.7 

7.6 

7.9 

7                6.3 

7 

Medians 

15.9 

18.0 

1.2 

7.6 

7.4 

9.8 

9.6 

10.1 

PIPELINERS  &  DISTRIBl 

Houston  Natural  Gas 

16.7% 

1 

22.10/0 

1.0 

10.80/0      2 

7.6% 

8.8c 

/o           25.40/0 

1               14.9% 

1 

Transco  Companies 

16.5 

2 

13.6 

2.0 

4.9            8 

5.8 

7.3 

9.4 

5                4.4 

7 

Ark  Louisiana  Gas 

15.4 

3 

22.5 

1.1 

10.7            1 

8.5 

17.3 

6.8 

8                2.3 

8 

Texas  Gas  Transmn 

13.8 

4 

17.4 

1.1 

8.7            3 

7.5 

7.2 

10.7 

4                8.2 

2 

Peoples  Gas 

13.3 

5 

14.7 

1.1 

7.6           4 

7.4 

10.9 

11.0 

3                6.3 

4 

American  Natural  Gas 

12.5 

6 

14.1 

1.4 

6.4            7 

6.2 

11.2 

9.4 

6                6.2 

5 

Northern  Natural  Gas 

12.2 

7 

21.2 

0.9 

9.5            6 

6.4 

11.5 

13.9 

2                7.9 

3 

Columbia  Gas  System 

12.0 

8 

11.5 

1.3 

6.1            5 

6.6 

8.7 

7.6 

7                5.2 

6 

United  Gas  Pipe  Line 

•* 

16.8 

1.2 

7.4 

•• 

3.7 

6.2tf 

9 

Medians 

13.6 

16.8 

1.1 

7.6 

7.0 

8.8 

9.4 

63 

DISTRIBUTORS  -. 

No  Indiana  Pub  Serv 

14.1% 

1 

12.9o/0 

1.1 

5.50/0      2 

6.8% 

11. 8C 

/o           9.9% 

2                5.8% 

2 

No  Illinois  Gas 

12.6 

2 

11.5 

0.8 

6.4            1 

7.3 

8.5 

11.7 

1                3.2 

3 

National  Fuel  Gas 

10.0 

3 

10.3 

1.0 

6.6           3 

6.4 

6.4 

7.9 

3                6.4 

1 

Consol  Natural  Gas 

9.1 

4 

8.2 

0.8 

5.5           4 

6.2 

6.7 

7.1 

5                2.6 

4 

Pacific  Lighting 

8.8 

5 

8.1 

0.9 

5.1            5 

5.6 

5.2 

7.7 

4                1.7 

5 

Medians 

10.0 

10.3 

0.9 

5.5 

6.4 

6.7 

7.9 

3.2 

Industry  Medians 

14.0 

14.9 

1.1 

7.1 

7.1 

8.7 

9.4 

6.4 

Note:  Explanation  of  Yardsticl 

(  calculations 

on  page 

38.        "Not 

available; 

not  ranked.           tfThreeyear  growt 

1. 
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y  Learjet.  A  man- 

agement tool  to  help 
sustain  profit  levels  and 
assist  in  combating 
"crunches"  of  the  de- 
cade ahead— productivity, 
inflation  and  energy. 
It  gets  you  where  you  need  to  go  at 
jetliner  speeds,  but  on  your  own  schedules, 
direct  to  your  destination.  Time  savings  over 
airlines,  other  bizjets  and  turboprops  quickly  translate  into 
greater  corporate  productivity.*  And  the  American-made 
Learjet  is  the  most  thrifty  user  of  fuel  of  any  true  jet  per- 
forming aircraft  in  the  air.  Bar  none. 

If  you've  delayed  moving  up  to  a  Learjet,  the  time  is 
now.  Let  us  prove  to  you  and  to  your  company  that  no 
other  business  aircraft  flying  can  manufacture  as  many 
additional  manhours  of  work  per  year,  as  economically  or 
efficiently,  as  the  Learjet.  Bob  Wolin,  vice  president - 
domestic  marketing  has  documented  facts  which  he'll  be 
glad  to  share  with  you.  His  number  is  (316)  722-1100.  Or 
ask  any  of  our  nearly  500  owners. 


d  productivity  machine 
d  inflation  fighter 
d  energy  saver 
j^all  of  the  above 

LEARJET  /  THE  PRODUCTIVITY  EDGE 

Documented  comparison  from  manufacturers'  published 
data,  based  on  average  flight  of  575  miles,  three  pas- 
sengers per  trip.  Details  gladly  furnished  on  request. 


Add'l.  total  man 

weeks  of  vork  req. 

Total  dir. 

Hrs.  req.  to  fly 

due  to  productivity 

oper.  cost/ 

260,000  mi./yr. 

lost  in  flight 

mile 

Learjet 

602 

47c 

Slower  Bizjet 

776 

13 

48c 

Leading 

Turboprop 

909 

23 

40  c 

*The  higher  the  output  of  work  per  day,  the  lower  the  manage- 
ment "cost,"  and  the  greater  the  contribution  to  profit. 

Gates  Learjet  Corp./ P.O.  Box  1280/  Wichita,  Kansas  67201 
New  York  /  Chicago  /  Dallas  /  Denver  /  Geneva 


GATES  LEARJET 


Builder  of  the  World's  largest  business  jet  fleet. 

fi  Member  of  GAMA 


UTILITIES 

—  ELECTRIC  &  TELEPHONE:  Yardsti 

cks  of  Manag 

ement  Performance 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Debt/ 

Return  or 

1  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5- Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5- Year 

Profit 

5-Year 

5-Year             5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank             Average 

Rank 

NORTHEAST. 

Long  Island  Lighting 

12.1% 

1 

11.4% 

1.1 

5.9% 

1 

6.1% 

11.30/0       10.8% 

7                 3.40/0 

2 

Northeast  Utilities 

11.2 

2 

10.2 

1.1 

5.0 

3 

5.6 

9.6 

11.9 

4                3.1 

3 

Pa  Power  &  Light 

11.1 

3 

11.0 

1.0 

5.6 

2 

5-7, 

16.6 

12.2 

3                 1.7 

5 

Pub  Svc  Bee  &  Gas 

10.5 

4 

9.0 

1.0 

4.8 

6 

5.3 

10.7 

10.7 

8              -0.1 

7 

N  Y  State  Elec  &  Gas 

10.4 

5 

10.7 

1.2 

5.8 

4 

5.5 

12.8 

9.0 

9              -0.4 

9 

New  England  Electric 

10.1 

6 

8.5 

1.1 

4.1 

7 

5.0 

6.1 

8.9 

10                 3.6 

1 

General  Public  Utils 

9.9 

7 

10.6 

1.2 

5.0 

9 

4.8 

13.1 

13.5 

1                 1.1 

6 

Phila  Electric 

9.9 

8 

9.3 

0.9 

4.9 

5 

5.3 

13.9 

12.7 

2              -0.3 

8 

Boston  Edison 

9.7 

9 

7.7 

1.2 

4.0 

8 

4.9 

6.8 

10.9 

6                 2.9 

4 

Niagara  Mohawk  Power 

9.4 

10 

9.2 

1.2 

4.5 

10 

4.8 

9.7 

8.9 

11              -0.4 

9 

Consolidated  Edison 

7.5 

11 

7.9 

1.1 

4.4 

11 

4.4 

8.5 

11.2 

5              -1.5 

11 

Medians 

10.1 

9.3 

1.1 

4.9 

5.3 

10.7 

10.9 

1.1 

MIDWEST. 

Duquesne  Light 

14.2% 

1 

i2.9o/0 

1.2 

5.5% 

8 

6.00/0 

I8.70/0       10.8% 

2                2.2o/o 

7 

Public  Service  ind 

14.1 

2 

14.3 

0.8 

6.8 

4 

6.4 

20.2 

8.2 

15                 4.4 

4 

Cleveland  Elec  Ilium 

14.0 

3 

15.4 

1.1 

7.4 

1 

7.4 

14.2 

10.0 

5                 4.1 

5 

American  Elec  Power 

13.5 

4 

12.0 

1.3 

5.3 

9 

5.9 

14.4 

10.9 

1                 5.0 

1 

Cincinnati  G  &  E 

13.3 

5 

10.9 

1.0 

5.6 

2 

6.8 

11.6 

8.6 

12                 2.2 

8 

Ohio  Edison 

13.2 

6 

12.8 

1.2 

5.9 

3 

6.5 

15.2 

8.5 

13                 1.3 

9 

Allegheny  Power 

12.5 

7 

10.2 

1.1 

5.4 

5 

6.1 

11.1 

9.9 

6                 4.7 

3 

No  States  Power 

12.3 

8 

10.8 

1.1 

4.6 

13 

5.5 

12.9 

9.5 

9                 3.9 

6 

Illinois  Power 

12.2 

9 

10.2 

1.0 

4.9 

6 

6.1 

12.9 

8.5 

13                 0.7 

11 

Dayton  Power  &  Light 

11.7 

10 

10.7 

1.1 

5.5 

7 

6.1 

10.7 

9.2 

10              -0.1 

13 

Commonwealth  Edison 

11.0 

11 

10.1 

1.0 

4.9 

11 

5.6 

12.4 

9.7 

8                 0.7 

10 

Wisconsin  Elec  Power 

10.7 

12 

11.4 

1.1 

6.5 

10 

5.9 

12.0 

10.3 

3                 4.7 

2 

Union  Electric 

10.4 

13 

8.9 

1.1 

5.1 

12 

5.6 

13.5 

9.1 

11                 0.3 

12 

Detroit  Edison 

8.5 

14 

7.2 

1.0 

4.1 

14 

4.8 

10.4 

10.2 

4              -2.2 

14 

Consumers  Power 

8.2 

15 

4.9 

1.0 

3.3 

15 

4.7 

6.3 

9.8 

7              -2  2 

15 

Medians 

12.3 

10.8 

1.1 

5.4 

6.0 

12.9 

9.7 

2.2 

SOUTHEAST. 

Florida  Power  &  Lt 

12.7% 

1 

10.70/0 

1.1 

5.5% 

1 

6.60/0 

ll.io/o          15.5% 

1                9.3% 

1 

Florida  Power 

12.6 

2 

7.3 

1.1 

3.4 

5 

5.5 

10.1 

13.7 

4                5.6 

3 

Middle  South  Utils 

12.6 

3 

13.6 

1.2 

5.3 

4 

5.7 

12.4 

11.9 

8                8.5 

2 

Baltimore  Gas  &  Elec 

11.7 

4 

10.0 

1.0 

5.2 

2 

6.1 

15.0 

10.8 

9                4.5 

4 

Va  Electric  &  Power 

10.7 

5 

7.1 

1.0 

4.0 

7 

5.2 

14.5 

12.6 

7                2.8 

8 

Carolina  Pwr  &  Lt 

10.7 

6 

9.5 

1.1 

4.4 

6 

5.4 

16.8 

14.8 

2                 3.0 

7 

Southern  Company 

10.2 

7 

9.8 

1.2 

4.1 

8 

5.0 

10.3 

13.4 

5                3.6 

6 

Potomac  Elec  Power 

9.9 

8 

10.9 

1.0 

6.5 

3 

5.9 

15.5 

13.8 

3                 3.8 

5 

Duke  Power 

9.2 

9 

8.9 

1.2 

4.3 

9 

4.8 

14.1 

13.4 

6              -0.7 

3.8 

9 

Medians 

10.7 

9.8 

1.1 

4.4 

5.5 

14.1 

13.4 

SOUTHWEST. 

Texas  Utilities 

14.7% 

1 

14.1% 

0.8 

7.1% 

2 

7.5% 

17.5%         10.3% 

3                 7.8% 

2 

Houston  Ltg  &  Power 

14.7 

2 

14.1 

0.8 

7.5 

1 

7.6 

17.1 

11.4 

1                7.8 

1 

Central  &  South  West 

14.4 

3 

14.8 

0.8 

6.9 

3 

7.4 

15.0 

10.2 

4                6.7 

3 

Guif  States  Utiis 

13.0 

4 

11.8 

1.0 

5.3 

4 

5.7 

13.3 

11.3 

2                5.4 

4 

Medians 

14.6 

14.1 

0.8 

7.0 

7.5 

16.1 

10.8 

7.3 

WEST. 

Pacific  G  &  E 

11-2% 

1 

12.00/0 

1.0 

6.1% 

1 

5.9% 

16.2o/o 

3            4.60/0 

2 

Public  Service  Colo 

10.5 

2 

8.6 

1.1 

4.5 

3 

5.3 

11.2 

9.0 

2                3.5 

3 

So  Calif  Edison 

10.1 

3 

13.1 

0.9 

7.1 

2 

5.7 

15.6 

12.1 

1 

5.1 

1 

Medians 

10.5 

12.0 

1.0 

6.1 

5.7 

15.6 

9.0 

4.6 

TELECOMMUNICATIONS, 

Central  Tel  &  Utils 

14.9% 

1 

16.1o/0 

1.2 

6.80/0 

2 

6.7% 

12.20/0       12.20/0 

4                7.50/q 

2 

United  Telecom mctn 

13.9 

2 

14.9 

1.4 

6.3 

5 

6.0 

8.9 

19.5 

3                 4.5 

4 

Continental  Tel 

13.2 

3 

12.9 

1.7 

5.3 

6 

6.0 

9.0 

22.8 

2                 7.5 

3 

General  Tel  &  Elec 

11.7 

4 

9.6 

1.5 

4.6 

4 

6.1 

4.8 

10.8 

5                 2.7 

7 

Comsat 

10.4 

5 

14.2 

0.0 

12.5 

1 

9.4 

33.6 

28.0* 

1               37. 2* 

1 

American  Tel  &  Tel 

9.7 

6 

10.7 

0.9 

6.2 

3 

6.5 

12.4 

9.8 

7                 39 

5 

So  New  England  Tel 

9.4 

7 

9.5 

0.9 

5.5 

7 

6.0 

10.3 

10.3 

6                 3.7 

6 

Western  Union 

3.1 

8 

def 

0.9 

def 

8 

3.0 

def 

5.4 

8                 9  ! 
4.2 

8 

Medians 

11.1 

11.8 

1.1 

5.9 

6.1 

9.7 

11.5 

Industry  Medians 

11.2 

10.7 

1.1 

5.3 

5.8 

12.4 

10.8 

3.6 

Note:  explanation  of  Yardstick  calculations  on  page  38 

t  Four  year  growth. 
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We  don't  believe  in  waste 


m4 


That's  why  Reynolds  will  pay  you  to  bring  in  used  aluminum. 


We  don't  believe  in  waste  of 
America's  aluminum  resources. 
Waste  of  energy.  Waste  of  any 
kind.  Thai's  why  Reynolds  is 
vitally  interested  in  recycling 
aluminum  products.  Our  far- 
reaching  programs  to  recycle 
aluminum  beverage  cans,  start- 
ing in  1967,  show  the  extent  of 
our  commitment. 

In  1973,  Reynolds  paid 
Americans  about  4.5  million  dol- 
lars for  bringing  in  used  alumi- 
num beverage  cans.  That  was 
based  on  100  per  pound.  Today, 
we're  paying  150  per  pound  for 
aluminum  scrap  brought  to  our 
recycling  centers. 


Unlike  container  taxes  or 
deposits,  our  program  put  4.5 
million  dollars  in  new  money  into 
American  pockets  and  purses. 

And  helped  conserve  one 
of  America's  most  valuable  re- 
sources—energy. That's  because 
recycling  takes  only  5%  of  the 
energy  needed  to  create  alumi- 
num from  virgin  ore. 

We're  recycling  other 
forms  of  aluminum,  too.  From 
used  Reynolds  Wrap®  to  old 
utensils,  lawn  furniture,  scrap 
from  industry,  etc.  Into  new 
aluminum  products  that  cut  fuel- 
energy  consumption  in  automo- 
biles   and    other    transportation 


equipment.  Into  building  products 
that  save  heating  and  cooling 
energy. 

And  Reynolds  means  to 
do  even  more.  We  have  programs 
under  way  to  recover  aluminum 
from  solid  waste  ...  to  literally 
mine  the  garbage  heaps  of  the 
nation. 

Today's  waste  can  be 
tomorrow's  resources.  Reynolds 
Metals  Company,  P.O.  Box  LH, 
Richmond,  Virginia  23261. 


REYNOLDS 

where  new  ideas  take  shape  in 

ALUMINUM 


Conserving  our  resources  and  energy 


Young:  building 
new  capacity 
to  meet  your 
Heat  Transfer 
needs. 

WISCONSIN 


Racine* 


IOWA 


Centerville 


ILLINOIS 


* 
Mattoon 


Young  is  building  today  to  meet  your 
heat  transfer  needs  tomorrow.  With  a 
new  corporate  headquarters  and  plant 
at  Racine,  Wisconsin,  a  plant  under 
construction  in  Centerville,  Iowa  and 
greater  capacity  at  Mattoon,  Illinois. 
Call  or  write  if  we  can  be  of  service. 

V    YOUNG  RADIATOR  COMPANV^S^ 

/  2825  Four  Mile  Road,      -%^- 

Racine,  Wisconsin  53404 

TELEPHONE:  414-639-1011 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659- FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505-6230507 


Northeast  Utilities,  for  example,  paid 
$1.81  for  a  barrel  of  fuel  oil  in  1969; 
last  year  it  paid  $13  a  barrel.  Its  earn- 
ings nose-dived.  By  contrast,  Pennsyl- 
vania Power  &  Light,  96%-fueled  by 
coal,  has  managed  to  keep  earnings 
rising. 

The  fuel  problems  aren't  confined 
to  the  Northeast,  however.  For  years 
Florida  Power  Corp.  and  Florida 
Power  &  Light  grew  neck  and  neck.  < 
Then  Florida  Power  stumbled.  Why? 
It  is  more  dependent  on  imported  oil 
than  Florida  P&L.  Last  year  its  earn- 
ings were  down  32%,  while  Florida 
P&L's  were  off  only  6%. 

Midwestern  utilities  like  American 
Electric  Power,  Ohio  Edison  and  Day- 
ton Power  &  Light  enjoy  an  abun- 
dance of  coal,  which  costs  more  than 
it  once  did,  but  not  as  much  as  im- 
ported oil.  Their  biggest  problem  is 
regulation.  Midwestern  regulators  are 
among  the  most  tight-fisted  in  the  na- 
tion. Cincinnati  Gas  &  Electric,  for  ex- 
ample, recently  had  to  wait  28  months 
for  a  rate  decision,  then  was  permit- 
ted a  far  smaller  rate  increase  than 
it  had  requested. 

In  Wisconsin,  however,  tradition- 
ally tough  regulators  have  recently 
eased  up.  Says  William  Eich,  chair- 
man of  the  state's  public  service  com- 
mission: "For  every  dollar  you  don't 
charge  now,  you  need  to  get  an  ex- 
tra $5  from  consumers  later  on."  So 
Wisconsin  Electric  Power,  which  has 
gotten  rate  hikes  ranging  from  3%  to 
11%  annually  over  the  past  five  years, 
now  boasts  a  fairly  healthy  5%  annual 
rate  of  earnings  growth.  By  contrast, 
Detroit  Edison,  which  has  been  al- 
lowed to  raise  rates  no  more  than  7% 
in  any  of  the  last  five  years,  shows  a 
2%  a  year  decline  in  earnings.  It  is  not 
hard  to  guess  which  power  company 
will  be  preferred  by  investors  when 
fresh  money  is  needed— or  which  rate 
commission  will  face  angry  powerless 
consumers  a  bit  down  the  road. 

The  best  regulatory  climate  has 
long  been  in  the  Southwest.  It's  no 
coincidence  that  the  highest  profits 
are  earned  in  that  region,  nor  that 
four  of  the  six  electric  companies 
boasting  triple-A  bond  ratings  are  in 
Texas.  However,  utility  men  are  be- 
ginning to  wonder  how  long  that 
southwestern  hospitality  can  last  now 
that  domestic  gas  prices  are  moving 
up  sharply.  Central  &  South  West, 
which  serves  parts  of  Texas  and  Louisi- 
ana, has  seen  its  gas  bill  jump  from 
23  cents  per  thousand  cubic  feet  to 
$1.50  during  the  past  year.  Once  low- 
cost  gas  gave  utilities  in  the  region 
a  big  advantage;  now  gas  seems  on 
the  way  out  for  making  electricity. 
"By  the  mid-1980s,  we  expect  that 
substantially  more  than  half  of  the 
electricity   generated  by  the   Central 


Ouch!  Ali  throws  a  right  at  Foreman 
in  Zaire  and  boxing  fans  in  cinemas 
across  the  U.S.  scream  with  delight. 
Big  fights  are  good  business  for  op- 
erators of  communication  satellites. 

&  South  West  companies  will  come 
from  nuclear  or  coal-fired  plants,"  says 
S.B.  Phillips  Jr.,  president  of  Central 
&  South  West  Corp. 

But  whatever  the  regional  differ- 
ences for  the  electric  companies,  rate 
relief  during  1974  was  not  enough. 
In  August  National  Economic  Re- 
search Associates  polled  electric  utili- 
ties and  found  budgets  for  new  plants 
from  1974  to  1978  cut  by  14%.  In 
October  NERA  took  another  poll.  The 
cutbacks  had  jumped  to  27%.  South-, 
em  Cos.  lopped  $1.7  billion,  or  46%,. 
off  a  three-year  building  program. 
Duke  Power  axed  $1.5  billion.  Even 
American  Electric  Power,  with  one  of 
the  healthier  records,  cut  back  over 
$1  billion  in  projected  expansion. 

Why  the  capacity  slowdown?  The 
cheaper-to-run  nuclear  plants  can 
supply  lower  cost  electricity,  l>ui 
initially  they  cost  20%  more  to  build, 
and  as  one  utility  man  put  it  to 
Forbes,  "It's  the  financial  vice  p 
dent,  not  the  marketing  department 
that  calls  the  shots  today." 

It  could  be  a  case  of  penny  wise, 
pound  foolish.  Long  Island  Lighting 
lent  Charles  Pierce,  wli<>   h 
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shelved  any  plants  yet,  warns,  "Each 
delay  will  ultimately  cost  the  con- 
sumer millions  of  dollars  because  of 
the  tremendous  costs  involved  in  shut- 
ting down  or  curtailing  a  project  and 
restarting  it."  Not  to  mention  higher 
labor  and  materials  costs;  a  nuclear 
plant  may  cost  $700  per  kilowatt  to 
build  in  the  early  1980s,  vs.  $450 
now  and  only  $172  in  1970. 

The  cutbacks  could  leave  the  U.S. 
dangerously  short  of  power  when  the 
economy  cranks  back  into  top  gear. 
Several  utilities  now  have  only  10%  of 
reserve  capacity,  and  Detroit  Edison 
is  down  to  5%,  far  below  the  15%-to- 
20%  safety  margins  prevalent  in  the 
early  1960s.  Warns  Chairman  Alfred 
Kahn  of  the  New  York  State  Public 
Service  Commission,  "It's  entirely  con- 
ceivable that  investment  may  already 
or  may  eventually  be  too  low."  Adds 
Northeast  Utilities  Chairman  Lelan 
F.  Sillin  Jr.,  who  believes  the  U.S. 
could  be  headed  toward  a  British- 
style,  three-day  workweek,  "In  our 
case,  the  disruptions  will  not  be  from 
a  lack  of  fuel,  but  from  a  lack  of 
electric  power  facilities." 

Demand  Dwindling 

True,  electricity  demand  is  grow- 
ing more  slowly  now.  For  two  decades 
it  rose  by  a  steady  7%  annually,  dou- 
bling every  ten  years.  Last  year  de- 
mand rose  only  2%  as  utility  bills 
soared  and  conservation  became  the 
byword.  Electric  bills  in  the  coming 
decade  probably  will  rise  3%  to  4% 
annually  for  residential  users  and  by 
4%  to  5%  for  industry.  But  the  cost  of 
new  capacity  has  been  rising  steeply. 
In  1965  electric  utilities  spent  $4  bil- 
lion on  capital  projects;  in  1970,  $8 
billion.  Last  year  they  spent  $15  bil- 
lion. An  Edison  Electric  Institute 
study  recently  concluded:  "Capital 
expenditure  will  average  $20  billion 
a  year  for  the  remainder  of  this  dec- 
ade, over  60%  of  it  from  new  money." 

That  may  be  conservative.  Add  in 
costs  for  pollution-control  equipment, 
which  are  bound  to  soar  as  plants 
switch  from  oil  to  coal,  and,  says 
NERA,  utilities  could  in  the  next  de- 
cade spend  $300  billion,  a  sum  equal 
to  60%  of  the  present  federal  debt. 

What  this  means,  says  NERA  Vice 
President  Herman  Roseman,  "is  the 
utilities  must  sell  roughly  $7.5  billion 
a  year  in  common  stock,  or  ten  times 
as  much  as  they  sold  in  the  1960s." 

Can  they?  After  New  York's  Con- 
solidated Edison  suspended  its  divi- 
dend last  spring,  many  beset  util- 
ities found  that  while  they  could  raise 
fresh  capital,  they  had  to  pay  through 
the  nose  for  it.  Late  in  1974  South- 
ern Cos.  did  sell  $166  million  worth 
of  common  stock,  but  only  by  issuing 
17.5  million  shares  for  50%  of  book 
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Where  can 
you  finance 
a  new  plant 

for  as  little  as 
$00.00? 

New  York  State.  Where  100  percent  financing  is  avail- 
able through  more  than  80  Industrial  Development  Agencies. 
And  where  the  New  York  Job  Development  Authority  now 
provides  40  percent  participation  in  the  financing  of  new  or 
expanding  manufacturing  facilities. 

Find  out  more  about  this,  and  the  many  other  financial 
incentives  available  here.  Attach  the  coupon  to  your  letter- 
head and  mail. 


Neal  L.  Moylan,  Commissioner 

NEW  YORK  STATE  DEPARTMENT  OF  COMMERCE 
Department  MCHN,       99  Washington  Avenue,  Albany, 
New  York  12245 

Please  furnish  me  more  detailed  intormation  on  the  industrial-location 
advantages  in  New  York  State. 


name 

title 

firm 

address 

city 

state 

zip 

New  York  State. 
It  means  business. 
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What's  the  international  language' 

We've  got  business  deals  cooking 
in  unexpected  places.  In  countries 
where  the  idea  of  international  free 
trade  is  new;  the  concept  of 
capitalism,  strange. 

Now,  suddenly,  national  and 
international  interests  have  become 
a  common  denominator  for  shared 
technology. 

This  technology  is  ours  to  sell. 
At  a  price  fair  to  all.  Whether  our 
customer  is  a  foreign  country 
or  the  local  utility,  we  believe  in 
treating  em  right 


He 


results 


\  firm  handshake  and  a  signed  contract. 

JOP  is  designing  the  world's  largest  ethylbenzene  processing 
mit,  in  the  Caspian  Sea  area  of  Russia.  This  plant 
epresents  a  new  direction  in  international  trade.  It  all 
>egan  with  a  series  of  business  seminars,  here  and  in  the 
Soviet  Union.  What's  next? 

UOP  sent  one  of  the  largest  business  delegations  ever  to 
o  to  the  People's  Republic  of  China.  For  business  seminars  and 
he  exchange  of  ideas  on  product  technology.  A  communications 
nk  was  established,  and  continues  to  work. 

Perhaps  another  international  shopper  is  about  to  discover 
^a\  UOP  is  the  international  supermarket  for  efficient, 
jconomical  energy  systems. 

Write  for  our  latest  earnings  report:  UOP,  Ten  UOP  Plaza, 
Des  Plaines,  III.  60016.  Listed  as  UOP  on  the  NYSE. 


Where  action 
results  in  a 
better  life. 


ENERGETIC 

OKLAHOMA 


value,  with  an  indicated  dividend 
yield  close  to  15%. 

"We  need  to  return  14%  to  16%  on 
common  equity,"  says  Wisconsin  Elec- 
tric President  John  G.  Quale,  "if  we 
are  to  accomplish  the  financing  we 
need  in  the  coming  years."  On 
Forbes'  Yardsticks  only  a  half-dozen 
electric  utilities  made  the  grade. 

Help  may  be  on  the  way.  The  cost 
of  oil  could  soon  go  down.  Interest 
rates  already  are  dropping  and  utility 
men  talk  of  8%  financing  by  midyear. 
The  utilities,  both  electric  and  natu- 
ral gas,  could  collect  a  billion  dollars 
annually  if  Congress  raises  the  invest- 
ment tax  credits  from  4%  to  10%  and 
makes  preferred  dividends  tax-deduct- 
ible. But  it  remains  a  scary  scenario, 
and  the  probabilities  are  that  the  in- 
dustry's money-raising  ability  has  been 
badly  impaired. 

The  gas  companies  were  not  quite 
as  hard-pressed  as  the  electric  com- 
panies, particularly  those  like  Hous- 
ton Natural  Gas  and  Coastal  States 
Gas,  which  sell  their  gas  intrastate. 
They  escape  regulation  by  the  Fed- 
eral Power  Commission,  which  has 
not  been  too  generous  in  granting  in- 
creases. "Our  margins  have  more  than 
doubled  in  the  last  two  years,"  says 
Houston's  President  Joe  Foy. 

As  Arkansas  Louisiana  Gas  Chair- 
man Donald  Weir  puts  it,  "Oil  and 
gas  states  are  inclined  to  understand 
the  problems  a  little  better  than  do 
some  of  the  other  states."  Arkla  ran 
short  of  both  cash  and  natural  gas 
in  the  mid-1960s.  Four  years  ago  the 
Arkansas  utility  agency  took  jurisdic- 
tion over  its  contracts  with  its  largest 
industrial  users,  helping  Arkla  to  a 
current  return  on  equity  above  15% 
and  a  cash  flow  lift  to  begin  explora- 
tion for  fresh  gas  supplies. 

To  be  sure,  the  natural  gas  com- 
panies do  have  money  and  supply 
problems.  As  a  result,  gas  is  already 
in  short  supply  and  curtailments  of 
service  are  now  routine  all  across  the 
nation.  For  producing  companies, 
this  is  more  an  inconvenience  than  a 
catastrophe;  if  they  don't  have  the 
money,  they  simply  stop  exploring 
and  opening  up  new  wells.  For  pipe- 
liners  and  distributors,  however,  it  is 
a  more  serious  problem.  When  gas 
supplies  are  short,  they  wind  up  with 
a  lot  of  excess  capacity  on  their  hands. 
El  Paso's  pipelines,  which  extend  from 
Texas  to  California,  are  currently  run- 
ning at  less  than  half  of  capacity. 

Diversification  has  helped  some  of 
the  pipeliners,  especially  El  Paso, 
Tenneco  and  Northern  Natural  Gas. 
But  it  didn't  ease  all  the  pain.  Lone 
Star  Gas's  utility  earnings  fell  25%  in 
the  first  nine  months  of  1974,  when 
it  was  forbidden  to  pass  along  to  cus- 
tomers  a   one-third  boost  in   its   own 


fuel  costs,  and  nonutility  operations 
constituted  most  of  its  total  earnings. 
For  interstate  gasmen  there  were 
signs  during  1974  that  the  FPC  is 
becoming  more  generous.  It  granted 
Pittsburgh's  Consolidated  Natural 
Gas,  whose  debt-to-equity  ratio  is 
among  the  lowest  in  the  industry,  a 
rate  hike  calculated  to  boost  its  re- 
turn on  equity  to  12%.  Gasmen  every- 
where were  cheered  by  the  decision. 
"It  was  the  outstanding  decision  of 
the  year,"  said  Panhandle  Eastern's 
Chairman  William  C.  Keefe.  "With 
that  rate  of  return,  we'd  all  be  able 
to  finance  ourselves." 

Government  Problems 

The  third  group  of  regulated  util- 
ities, the  telephone  companies,  were 
having  more  trouble  with  antitrust  ac- 
tion than  with  rate-setters.  In  the  big- 
gest antitrust  suit  ever  filed,  the  Jus- 
tice Department  accused  giant  Ameri- 
can Telephone  &  Telegraph  of  con- 
spiring to  monopolize  both  local  and 
long-distance  phone  service  and  with 
keeping  competition  from  manufac- 
turing and  servicing  highly  specialized 
telecommunications  equipment.  With 
AT&T  Chairman  John  D.  deButts  an- 
grily threatening  to  "fight  to  the  bit- 
ter end"  and  forecasting  it  could  mean 
higher  costs  to  users,  any  separation 
of  Ma  Bell  from  its  Western  Electric 
manufacturing  unit,  its  Bell  Laborato- 
ries or  its  23  operating  subsidiaries 
could  take  years. 

For  its  part,  General  Telephone  & 
Electronics  had  its  hands  full  fighting 
International  Telephone  &  Telegraph's 
long-running  antitrust  suit  that  al- 
leges GT&E  violated  the  Sherman- 
Clayton  Act  by  buying  up  phone 
companies  and  by  vertical  integra- 
tion into  manufacturing;  if  the  case 
goes  against  it,  GT&E  could  lose 
40%  of  its  telephone  assets,  mainly  in 
the  West.  GT&E  also  took  a  $90-mil- 
lion  aftertax  write-off  in  the  third 
quarter  in  order  to  get  out  of  com- 
puter accessories. 

Another  cloud:  International  Busi- 
ness Machines'  bid  to  get  into  the 
communications  satellite  business. 
The  IBM  move  already  has  sent  a 
shadow  across  Western  Union,  which 
has  a  stake  in  a  satellite  now  in  the 
air  and  had  troubles  enough  of  its 
own  with  a  $28.5  million  write-ofl 
on  its  Giftamerica  subsidiary  last  yen. 

All    the    utilities    face    a    common 
problem:  As  regulated  industries,  tin  \ 
must  go  through  a  political  process  in 
order  to  pass  on  their  inexorably  i  is 
ing  costs— costs  over  which  they  have 
virtually  no  control.   But  the  Ameri 
can  people,  looking  for  villains  in  their 
struggle    against    inflation,     seem     l" 
have  found  a  target  in  theii   electri< 
power  and  telephone  companies.  ■ 
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Aerospace  &  Defense 


Things  aren't  as  cozy  for  this  industry  as  they  were  a  few  years  back, 

but  most  of  the  surviving  companies  have  learned  to  live  with  the  situation. 


The  big  aerospace  bash  ended  about 
five  years  ago— when  airline  orders, 
the  space  program  and  the  Vietnam 
war  all  wound  down  at  once.  But  the 
hearty  optimists  who  run  the  aero- 
space firms  figured  it  was  only  a 
question  of  time  until  the  revelry 
started  up  again.  Perhaps  the  space 
program  would  never  be  the  same. 
But  surely  air  travel  gains  would  erase 
the  airlines'  overcapacity  burden  by 
the  mid-Seventies.  And  didn't  the 
Pentagon's  funding  of  a  wide  range 
of  research-and-development  projects 
in  recent  years— for  new  weapons  to 
replace  those  designed  in  the  Fifties 
and  Sixties— signal  some  high  old 
times  just  ahead? 

And  1974  was  a  good  year.  Aero- 
space companies  shipped  about  $2.9 
billion  worth  of  weapons  to  foreign 
armies  and  navies,  up  from  $1.4  bil- 
lion the  year  before.  For  several  of 
the  companies,  their  nonaerospace 
business  was  very  good.  It  all  shows 
in  the  Yardsticks,  where  there  were 
many  gains  in  profitability  for  the 
latest  12  months,  as  compared  with 
the  five-year  average. 

For  1975,  however,  the  prospects 
don't  look  quite  so  bright.  The  air- 
lines have  more  aircraft  than  they 
can  use,  so  commercial  business  looks 
flat.  Barring  a  real  war— in  which 
case,  all  bets  are  off  anyway— big 
new  orders  from  the  Middle  East  are 
unlikely.  At  home,  the  Pentagon  is 
willing,  but  Congress  apparently  isn't. 


One  vulnerable  product  is  Rock- 
well International's  B-l  supersonic 
bomber,  designed  to  replace  Boeing's 
aging  but  still  flying  B-52.  Already 
the  B-l's  eventual  cost  is  up  to  $76 
million  per  plane.  The  postponement 
of  a  decision  on  the  B-l  until  1976 
may  be  the  death  knell  for  the  pro- 
gram. Fortunately,  Rockwell  has  an 
expanding  fine  of  commercial  business 
to  fall  back  on.  It  has  a  strong  base  in 
auto  and  trucking  parts  (28%  of  sales) 
and  has  made  Collins  Radio,  a  mon- 
ey-loser when  Rockwell  first  bought 
into  it,  a  profitable  operation.  But  the 
returns  are  not  in  yet  on  its  1973  ac- 
quisition of  Admiral  Corp.,  the  con- 
sumer electronics  and  appliance  man- 
ufacturer, and  it  faces  stiff  competitive 
headwinds  in  the  hand-held  calcula- 
tor market. 

Economy  Targets 

Another  budget-cutting  target  may 
be  McDonnell  Douglas'  new  F-15 
fighter.  The  F-15  is  a  great  airplane, 
and  MD  has  done  an  excellent  job 
of  keeping  its  cost  within  the  figure 
budgeted.  But  at  $15  million  a  copy, 
it's  half  again  as  expensive  as  the 
new  lightweight  fighters,  General  Dy- 
namics' YF-16  and  Northrop's  YF- 
17.  More  nearly  comparable  in  cost 
and  flight  capability  is  Grumman's 
F-14,  which  has  the  Navy's  orders 
sewed  up  and  seems  to  rate  high  with 
•foreign  buyers.  The  Shah  of  Iran  has 
ordered  80   F-14s,   worth  nearly   $2 


billion.  Grumman's  profitability  im- 
proved dramatically  in  the  latest  12 
months,  but  its  heavy  debt-to-equity 
ratio  (see  Yardsticks)  is  still  a  source 
of  concern. 

McDonnell  Douglas  will  still  do 
well,  even  though  the  F-15  produc- 
tion rate  has  been  cut  back.  Its  fan- 
tastically profitable  F-4  Phantom 
fighter— some  4,600  have  been  sold 
over  16  years— is  actually  gaining 
sales  momentum  again  and  will  stay 
in  production  through  the  late  Sev- 
enties. Also,  an  accounting  rule 
change  will  give  MD's  final  profit  re- 
turn a  boost  in  1974  and  1975. 

MD  is  also  protected  by  one  of 
the  lowest  debt-to-equity  ratios  in  the 
industry.  So  the  company  has  some 
staying  power.  MD's  biggest  worry  is 
its  DC- 10  jetliners,  hard  hit  by  the 
airlines'  slump. 

MD  has  been  the  long-term  prof- 
itability leader  on  the  Forbes  Yard- 
sticks for  the  aerospace  industry  for 
years,  but  last  year  it  was  edged  out 
of  first  place  in  five-year  return  on 
equity  by  Cessna  and  Raytheon.  Cess- 
na and  its  competitor  in  private  air- 
planes, Beech  Aircraft,  were  two  of 
the  brightest  performers  among  the 
aerospace  companies  last  year.  Both 
racked  up  good  gains  in  profitability 
in  a  year  when  the  experts  figured 
their  sales  would  be  hurt  badly  by  the 
fuel  situation.  Cessna  and  Beech  have 
one  thing  going  for  them:  Their  fu- 
ture does  not  hinge  so  heavily  on  a 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

Cessna  Aircraft 

14.1% 

1 

17.5% 

0.4 

13.2o/0 

2 

10.1% 

5.2% 

5.2% 

7 

1.5% 

6 

Raytheon 

13.9 

2 

15.2 

0.2 

13.0 

1 

11.7 

3.0 

8.5 

2 

9.2 

3 

McDonnell  Douglas 

13.6 

3 

11.2 

0.1 

8.5 

3 

9.7 

3.7 

-1.0 

13 

12.4 

2 

Rockwell  Intl 

12.4 

4 

14.8 

0.3 

10.5 

4 

8.7 

3.0 

1.8 

11 

1.2 

7 

Martin  Marietta 

12.1 

5 

16.9 

0.6 

10.6 

6 

7.6 

7.2 

7.9 

4 

6.0 

4 

Beech  Aircraft 

10.8 

6 

21.5 

0.5 

14.7 

7 

7.5 

5.2 

2.3 

10 

-4.1 

9 

Northrop 

10.5 

7 

12.0 

0.4 

8.8 

8 

6.9 

2.1 

8.6 

1 

3.3 

5 

Rohr  Industries 

9.7 

8 

10.2 

0.7 

7.4 

5 

7.8 

2.0 

8.5 

3 

-2.6 

8 

Fairchild  Industries 

8.4 

9 

6.2 

0.7 

4.7 

9 

6.0 

1.3 

1.6 

12 

42.9 

1 

United  Aircraft 

7.1 

10 

13.6 

0.4 

12.9 

10 

6.0 

3.0 

3.3 

9 

-6.9 

10 

General  Dynamics 

6.9 

11 

11.3 

0.3 

8.6 

11 

5.5 

2.4 

-3.1 

15 

-7.4 

11 

Boeing 

4.5 

12 

7.5 

0.3 

7.0 

12 

4.0 

1.8 

3.8 

8 

-12.3 

12 

Curtiss-Wright 

2.3 

13 

5.8 

0.0 

5.8 

13 

3.0 

3.8 

5.8 

5 

-17.9 

13 

Grumman 

def 

14 

20.2 

1.2 

10.8 

15 

def 

1.6 

-1.9 

14 

P-D 

14 

Lockheed  Aircraft 

def 

15 

6.0 

3.1 

4.5 

14 

1.5 

0.6 

5.4 

6 

P-D 

14 

Industry  Medians        9.7 


12.0 


0.4 


8.8 


6.9 


3.0 


3.8 


-2.6 


Explanation  of  Yardstick  calcu'a'.ions  on  page  38. 

def— Deficit. 

P-D— Profit   to  deficit. 
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Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


.Forbes  Slip  Cases. 
is  enclosed. 


Please  send  me. 

My  check  for 

Prices:  $4.25  each,  3  for  $12,  6  for 
$22.  (Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case 
for  postage  and  handling. 

Name 


(please  print) 


Address. 
City 


.State. 


.Zip. 


Please  allow  3  to  4  weeks  for  delivery. 
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Northrop  will  learn  this  month  if  its  cheap  YF-17  fighter  will  win  big  Air  Force 
orders.  Contracts  from  the  Navy  and  the  NATO  countries  may  come  later. 


cost-   and  inflation-minded  Congress. 

How  much  does  Lockheed  have  to 
fear  from  Congress?  Perhaps  the 
worst,  since  in  eight  of  the  past  ten 
years  it  has  been  the  biggest  defense 
contractor.  During  1974  Lockheed 
cooked  up  a  bail-out  deal  with  Tex- 
tron, contingent  on  getting  orders  for 
45  more  L-1011  commercial  planes. 
Late  in  the  year,  Textron  eased  the 
requirement  that  Lockheed  get  the 
orders.  Now  Textron  will  get  46%  of 
Lockheed's  stock  for  a  $100-million 
equity  investment. 

Lockheed's  bankers,  understanda- 
bly worried  about  their  huge  stake  in 
the  company  (see  Debt/ Equity  Yard- 
stick), agreed  to  convert  some  of  their 
loans  to  the  company  into  a  new  is- 
sue of  preferred  stock. 

A  few  companies  could  actually  be 
beneficiaries  of  federal  tightfisted- 
ness.  One  winner  would  be  whichever 
company  wins  the  current  competi- 
tion for  the  lightweight  fighter— either 
General  Dynamics  with  its  YF-16,  or 
Northrop  with  its  YF-17.  If  Northrop 
wins,  it  would  be  very  nicely  set  up. 
It  has  a  good  long-term  record  of 
profitability,  and  the  mainstay  of  that 
performance,  the  F-5  fighter  series, 
will  be  selling  at  least  through  1979. 
GD  could  use  the  contract  too;  it 
would  assist  the  company's  come- 
back from  its  horrible  losses  of  a  few 
years  ago.  But  GD  has  some  other 
things  going  for  it  now  as  well:  its 
recovering  shipbuilding  and  missile 
business  (two  sources  of  its  earlier 
losses),  its  strong  stake  in  submarines 
and  a  couple  of  solid  performers  on 
the  commercial  side  in  telephone 
equipment  (Stromberg-Carlson)  and 
raw  materials  (cement,  coal).  Should 
the  B-l  bomber  go  by  the  board, 
GD's  now  debugged  F-lll  fighter- 
bomber  could  enjoy  a  comeback. 

Fairchild's  A- 10  close-air-support 
aircraft,  which  will  come  into  pro- 
duction this  year,  is  another  relative- 
ly low-priced  plane  ($2.5  million) 
that  promises  to  go  over  well  with 
Congress.  Fairchild  has  had  its  prob- 
lems with  new  projects  in  recent  years, 
as  evident  from  its  low  five-year  prof- 
itability ranking  in  the  FORBES  Yard- 
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sticks,  but  the  A- 10  could  be  one 
new  venture  that  finally  pays  off  for 
the  company. 

Of  course,  the  obvious  antidote  to 
Pentagon  cutbacks  is  to  have  a  siz- 
able commercial  business.  Raytheon 
has  done  well  in  radar-guided  mis- 
siles for  the  military,  but  the  real  key 
to  its  superior  long-range  standing  in 
the  Forbes  Yardsticks  are  its  solid  com- 
mercial businesses:  Amana  and  Ca- 
loric appliances  and  utility  and  petro- 
chemical plant  design  and  manufac- 
ture. Martin  Marietta  happens  to  be 
doing  rather  well  right  now,  thanks 
mostly  to  its  Harvey  Aluminum  ac- 
quisition of  a  few  years  ago  and  to 
its  lively  specialty  chemicals.  With 
aluminum  and  chemicals  in  short  sup- 
ply and  prices  of  both  on  the  rise, 
MM  scored  a  hefty  gain  in  profitabil- 
ity over  the  latest  12  months. 

But  a  strong  commercial  thrust  is 
not  an  automatic  answer.  Rohr  In- 
dustries is  still  waiting  for  the  bigj 
payoff  from  its  move  into  rapid-transit 
equipment.  Rohr  packages  the  en- 
gine pods  for  all  commercial  aircraft 
except  Lockheed's  L-1011.  Curtiss- 
Wright's  much-heralded  commercial 
push,  based  on  its  exclusive  North 
American  rights  to  the  Wankel  en- 
gine, has  been  a  big  flop.  The  specula- 
tion over  the  Wankel  that  drove' 
C-W's  stock  from  12  to  59  evaporated 

The  Shah  of  Iran  likes  to  test-fly  F-4s  I 
he  buys  from  McDonnell  Douglas. 


fven  before  General  Motors  post- 
poned its  plans  last  year  for  a  Wankel 
jar.  At  a  recent  6%,  C-W  common 
old  for  less  than  its  cash  assets. 

If  "commercial"  means  commercial 
viation,  the  outlook  is  definitely  not 
right  right  now.  Boeing,  still  heavily 
ependent  on  airline  sales,  was 
nocked  way  down  in  profitability  a 

w  years  ago— and  has  made  only  a 
lir  recovery.  It  is  making  some  mon- 
y  on  old  standbys  like  the  707,  the 
27  and  the  737  commercial  jets, 
/here  the  development  costs  were 
/ritten  off  long  ago.  But  the  decline 
i  North  Atlantic  air  travel  bodes  ill 
}r  future  profits  on  the  big  747. 
toeing  received  only  27  orders  for 
47s  last  year,  and  its  order  backlog 
;  down  to  35.  There  was  brave  talk 
m:  a  time  in  1974  about  a  whole 
ew  generation  of  airplanes  paralleling 
le  current  line,  and  dubbed  the 
X7s.  But  competitive  realities  in  the 
irline  market  have  forced  Boeing  to 
ostpone  its  7X7  plans. 

United  Aircraft,  which  makes  the 
ngines  for  Boeing's  planes,  has  been 
oing  better  than  its  customer.  More- 
\er,  a  fair-sized  backlog  of  orders  for 
ngines  for  the  F-15  has  kept  its  prof- 
s  on  the  rise,  as  has  a  cyclical 
pturn  in  its  engine  replacement  busi- 
ess.  And  now  its  profits  have  another 

op  in  the  form  of  Essex  Internation- 

,  a  copper  and  wire  maker  United 
cquired  early  in  1974.  Like  other 
letals  outfits,  Essex  did  well  last  year. 

aining  Strength 

As  a  group,  the  aerospace  compa- 
ies  are  healthier  than  they  were  a 
w  years  ago.  Boeing,  for  example,  is 
o  longer  in  headlong  retreat.  Gen- 
al  Dynamics  is  turning  around.  Even 
ockheed  is  within  sight  of  a  solu- 
on  to  its  problems,  though  perhaps 
harsh  solution. 

One  reason  for  their  better  health 
that  the  aerospace  companies,  who 
ice  could  count  on  their  friends  in 
ongress  and  the  Pentagon  to  bail  them 
it  when  costs  soared  above  projec- 
Dns,  have  finally  learned  how  to  live 

a  less  friendly  environment.  They 
e  estimating  "costs  of  military  pro- 
ams  most  realistically,  thanks  in  no 
tie  part  to  pressure  from  the  De- 
nse Department.  And  they  are  mail- 
ing programs  to  stay  within  those 
timates,  with  McDonnell  Douglas 
:rhaps.  setting  the  best  example  on 

F-15  fighter.  Outrageous  runaway 
ograms,  like  Lockheed's  C-5A  of  a 
few  years  ago,  are  not  likely  to  oc- 
ir  now.  This  is  an  asset  the  aero- 
>ace  companies  didn't  have  when 
big  party  ended  five  years  ago. 

should  help  see  them  through   at 

another  lean  year  or  two  until 

line  and  military  orders  pick  up.  ■ 


Is  exporting  your  intention? 
You  need  the  3rd  dimension. 


No  matter  what 
product  you  make,  no 
matter  what  services 
you  offer,  there  are 
three  ways  FCIA  can 
help  you  to  successfully 
export  them.  We  call 
them  the  third 
dimension  in  credit 
flexibility. 

First,  in  more  than 
140  countries  around 
the  globe,  an  FCIA 
policy  is  protection 
against  the  loss  of  dollar 
obligations  due  to 
commercial  or  political 
risks. 

Second,  here  at 
home,  an  FCIA  policy 
is  recognized  as 
collateral  towards  more 
flexible  financing  by 
financial  institutions. 
(That's  because  FCIA  is 
backed  by  53  of  our 
country's  leading 
marine,  property  and 
casualty  insurance 
companies  and  by  the 
Export-Import  Bank  of 


the  United  States, 
Eximbank.) 

Third,  FCIA 
insurance  lets  you 
extend  selling  terms  to 
your  overseas 
customers,  thus  making 
your  product  more 
competitive  and 
increasing  your  sales. 

With  your  credit 
risks  eliminated  and 
with  help  available  for 
financing  your 
receivables,  you  are 
ready  to  compete  with 
other  exporters  and 
foreign  suppliers.  Or, 
another  way  of  putting 
it  is,  with  FCIA,  your 
profits  abroad  might  be 
even  better  than  your 
profits  at  home. 

FClfl 

Foreign  Credit  Insurance  Association 
Headquarters  Office: 
One  World  Trade  Center, 
New  York.  N.Y.  10048 
Regional  Offices:  Atlanta,  Chicago, 
Cleveland,  Houston,  Los  Angeles, 
Milwaukee,  San  Francisco, 
Washington.  D.C. 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  Vz  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  land 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  *  GAS  LEASES,  INC. 

Geological  ft  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Boi  29119,  Dapt.  FOR. 

Dallas,  Texas  75229  Ph.  (214)  243  4253 


Pfor  executives  and  professional  people    ^ 
LOANS  by  MAIL 


$10,000 


Any  Amount 
Desired  to  — 

Personal,     private.     No    security    required.     Your 
signature    only.    All    details    arranged    rapidly    by 
mail.    Reasonable   rates.    Please   mail   coupon   for 
■^^^^  full   information.    No  obligation. 

Wc.  E.  Wilson,  Vice  President 
f    POSTAL  THRIFT  LOANS,  INC.,  Dept.  150-01 
J     703  Douglas  St.,  Sioux  City,  Iowa  51102 
Please  send  complete  information  in  plain  envelope. 

Name 


Address. 


Addr 

k    City. 

■aW.  o 


-State. 


-Zip. 


one  of  THE  ST.  PAUL  COMPANIES 
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Construction 


If  Homebuilding  was  such  a  disaster, 
why  did  many  of  the  building  materials 
suppliers  and  contractors  do  so  well  last  year? 


Judging  from  the  plunge  in  hous- 
ing starts,  from  the  builders'  an- 
guished cries  for  government  help 
and  from  the  news  stories  about  all 
those  unemployed  carpenters  and 
electricians,  you  couldn't  help  be- 
lieving the  construction  industry  was 
on  the  rocks.  How  then  explain  all 
the  healthy-looking  results  in  the 
Forbes  Yardsticks  for  the  building 
materials  suppliers  and  contractors 
(below  and  p.  158)? 

The  fact  is,  the  construction  in- 
dustry went  in  three  directions  at 
once  last  year:  up,  down  and  straight 
ahead.  And  for  many  companies,  the 
"up"  and  the  "straight  ahead"  parts 
of  the  beast  still  outmeasured  the 
"down"  part. 

Homebuilding  was  indeed  a  wipe- 
out.  By  late  summer,  housing  starts 
had  nose-dived  to  an  annual  rate  of 
1.1  million  units,  down  from  2.1  mil- 
lion in  1973  and  a  record  2.4  mil- 
lion in  1972.  But  the  rest  of  the  con- 
struction industry  was  in  very  good 
shape.  Public  construction— hospitals, 
military   facilities    and   the   like— rose 


sharply  during  1974  from  $33  bil- 
lion to  around  $37  billion.  Industrial 
and  other  nonresidential  building- 
such  as  plants,  pipelines  and  office 
buildings— rolled  along  at  a  pace  to 
match  1973's  record  $28  billion. 

Construction,  in  short,  was  not  an 
all-out  disaster.  Expensive  money  not- 
withstanding, companies  were  still  ex- 
panding and  modernizing.  And  why 
not?  Some  industries— paper,  steel,  oil, 
aluminum— still  had  serious  capacity 
shortages,  and  with  the  expiration  of 
price  controls,  almost  everyone  could 
count  on  hiking  prices  to  help  cover 
the  cost  of  expansion.  In  public  works, 
despite  inflation,  federal,  state  and 
local  governments  were  still  laying 
out  tremendous  sums  during  an  elec- 
tion year  for  new  facilities. 

So  it  is  not  surprising  that  the  con- 
tractors who  specialize  in  this  sort  of 
heavy  construction  generally  showed 
high  returns  for  the  latest  12  months 
in  the  Forbes  Yardsticks.  Halliburton 
Co.  and  J.  Ray  McDermott,  who  do  a 
lot  of  work  for  the  oil  industry,  both 
earned  better  than  18%  on  stockhold- 


ers' equity.  Ralph  M.  Parsons,  with  a 
large  number  of  public  works  con- 
tracts, stood  out  too.  Where  some  of 
the  heavy-construction  contractors  ap- 
peared to  lose  a  point  or  two  in  prof- 
itability compared  with  their  five-year 
averages,  it  could  be  chalked  up  to 
rising  materials  costs  rather  than  any 
slackening  in  business. 

The  homebuilding  contractors,  of 
course,  were  bombed.  They  were  to- 
tally vulnerable  to  the  severe  hous- 
ing slump.  National  Homes  and  Kauf- 
man &  Broad  were  in  the  red.  U.S. 
Home  and  Centex  had  sharp  declines 
in  return  on  equity  for  the  latest  12 
months— the  last-named  still  showing 
a  relatively  high  return  by  virtue  of 
its  exceedingly  thin  equity  plus  some 
diversification  into  nonresidential  con- 
struction. Most  worrisome  of  all,  these 
homebuilders  were  doubly  imperiled 
by  top-heavy  debt  loads.  Most  debt- 
to-equity  ratios  on  the  Forbes  Yard- 
sticks hover  around  one-to-one,  or 
worse.  Should  the  housing  slump  last 
very  long— and  the  present  recession 
does  not  augur  well  for  a  quick  re- 
covery—there could  well  be  some 
bankruptcies  among  this  crowd. 

What  has  happened  is  that  buying 
a  new  home  has  gradually  gotten  be- 
yond the  reach  of  many  families 
(Forbes,  Nov.  1).  A  so-called  av- 
erage house— the  sort  of  three-bed- 
room box  that  dots  the  American 
landscape— now     costs     upwards     of 
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Company 


PROFITABILITY 


Return  on  Equity 


Return  on  Total  Capital 


5-Year 
Average 


5-Year 
Rank 


Latest 
12  Months 


Debt/ 
Equity 
Ratio 


Latest 
12  Months 


5-Year 
Rank 


5 -Year 

Average 


Net 
Profit 

Margin 


GROWTH 


Sales 


5-Year 
Average 


5-Year 
Rank 


Earnings/Share 


5-Year 

Average 


5-Year 
Rank 


HEAVY  CONSTRUCTION. 

Blount 

Turner  Construction 

Ralph  M  Parsons 

Halliburton 

Daniel  International 

Zapata 

Fluor 

J  Ray  McDermott 

Dravo 

Arthur  G  McKee 

Morrison-Knudsen 

Dillingham 

Medians 
HOMEBUILDING. 
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3 

5 

11 

4 

2 

1 

9 

8 

7 

6 

12 

10 


17.3 


0.3 


14.3 


8.6 


2.0 


12.9 


45.4%?  ? 

15.2 

13.7 

12.1 

29.6? 

17.5 

-1.0 

0.1 

1.4 

-5.8 

4.4 

-12.5 


8.3 


1 
4 
5 
6 
2 
3 

10 
9 
8 

11 
7 

12 


Centex 

30.3% 

1 

14.2% 

0.9 

7.8% 

2 

11.8% 

4.4% 

25.2% 

3 

35.1% 

1 

U  S  Home 

19.1 

2 

6.1 

0.9 

5.2 

1 

13.7 

1.8 

65.0 

1 

26.5 

2 

Del  E  Webb 

11.2 

3 

8.8 

1.3 

8.1 

3 

7.6 

1.9 

11.2 

5 

DP 

Kaufman  &  Broad 

11.2 

4 

def 

0.1 

def 

4 

7.3 

def 

31.6 

2 

13.4 

3 

National  Homes 

def 

5 

def 

1.2 

def 

5 

2.3 

def 

18.7 

4 

PD 

4 

Medians       11.2                    6.1          0.9 

5.2 

7.6           1.8 

25.2 

20.0 

Industry  Medians       11.2                   14.8          0.3 

9.2 

7.9           1.8 

15.1 

12.8 

Note:  Explanation  of  Yarkstick  calculations  on  page  38.         {Four-year  growth. 

t {Three  year  growth. 

PD  Profit  to  deficit. 

DP  Deficit  to  profit; 

not  ranked. 
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86%  lighten 

Today's  automobile  grilles  can  be  made  of  Lustran® 
ABS  plastic  by  Monsanto,  weighing  only  four  pounds. 
Compare  that  with  the  28-pound  zinc  casting  you  used  to 
push  around.  Light,  tough  Lustran  ABS  can  be  given  a 
metallic  finish  that  doesn't  crack  or  peel. 

But  the  story  doesn't  stop  with  the  grille.  With  a 
textured  finish,  Lustran  is  perfect  for  interior  kick  panels, 
gear  shift  consoles  and  dashboard  inserts. 

At  other  points  on  the  car,  weight  can  be  saved  with 
our  Vydyne®R,  a  mineral  reinforced  nylon  plastic  that 
replaces  die-cast  metal. 

And,  of  course,  every  pound  that's  saved  means  more 
fuel  is  saved. 

We're  doing  all  we  can  to  meet  the  obvious  demand 
for  these  materials  that  answer  today's  pressing  needs,  by 
producing  light  weight  by  the  ton  at  11  ■ 

the  science 
company. 


800  N.  LINDBERGH  BLVD. 
SI  LOUIS.  MO.  63166 


$35,000.  That  compares  with  $25,000 
seven  years  ago  in  pre-inflation  dol- 
lars. So  the  stage  was  set  for  a  hous- 
ing collapse  when  mortgage  interest 
rates  began  pushing  10%  late  in  1973 
and  bankers  began  demanding  huge 
30%  cash  down  payments.  A  brief 
rally  in  housing  starts  in  February 
never  stood  a  chance  of  sticking;  it 
fizzled  quickly,  and  homebuilding 
plunged  even  lower  as  the  year  went 
sadly  onward. 

Moaning  loudly  in  the  hope  Wash- 
ington would  hear,  the  National  As- 


sociation of  Homebuilders  during  the 
early  fall  predicted  "record  bankrupt- 
cies, foreclosures,  sheriff  sales  and  con- 
struction unemployment  of  16%  to 
18%."  Washington  heard  all  right,  but 
not  very  well.  During  the  fall  the 
Ford  Administration  offered  a  pid- 
dling $3  billion  in  aid  to  the  hous- 
ing industry— the  equivalent  of  only 
85,000  "average"  houses. 

"It's   as   rough   as   I've   seen   it   in,, 
this  industry  in  20  years,"  says  Frank 
M.  Crossen,  Centex  board  chairman, 
"but  I  don't  think  the  whole  build- 


ing industry  is  going  down  the  drain. " 
Maybe  not,  but  some  of  the  build- 
ing materials  suppliers  who  are  heavi- 
ly dependent  on  the  residential  mar- 
ket were  feeling  a  pinch.  Evans  Prod- 
ucts, for  example,  is  big  in  lumber  and 
plywood  for  housing,  and  also  in  pre- 
cut  homes.  By  mid- August,  Evans  was 
forecasting  little  or  no  profit  for  the 
year,  and  reported  that  the  interest 
charges  on  its  long-term  debt  would 
jump  from  $24  million  to  as  much  as 
$40  million. 

Most  of  the  other  lumber  compa- 


CONSTRUCTION 

—  BUILDING  MATERIALS:  Yardsticks  of  Management  Performance 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5-Year 

5- Year 

Latest 

Equity 

Latest 

5 -Year 

5-Year 

Profit 

5-Year 

5-Year             5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank             Average 

Rank 

L.  U 1  ¥1 U  l»  1 »  ^™^^ 

Georgia-Pacific 

18.4% 

1 

23.3% 

1.0 

11.2% 

3 

9.0% 

7.4%         16.6% 

2               12.3% 

3 

Weyerhaeuser 

18.1 

2 

23.4 

0.4 

17.9 

1 

13.4 

12.9 

13.8 

4              16.8 

1 

Willamette  Inds 

18.0 

3 

24.5 

0.6 

16.6 

2 

13.0 

10.5 

16.3 

3              13.7 

2 

Champion  Intl 

10.9 

4 

16.9 

0.7 

8.5 

5 

6.5 

4.1 

10.5 

5                 1.7 

5 

Southwest  Forest  Ind 

9.7 

5 

11.3 

0.8 

7.3 

4 

6.8 

2.6 

34.7 

1               11.8 

4 

Boise  Cascade 

0.5 

6 

14.9 

0.8 

9.4 

6 

1.4 

7.6 

1.7 

6               PD 

6 

Medians 

14.5 

20.1 

0.8 

10.3 

7.9 

7.5 

15.1 

12.1 

CEMENT  &  GYPSUM™ 

Ideal  Basic  Inds 

11.2% 

1 

15.6% 

0.1 

12.4% 

1 

9.0% 

12.40/0          6.3% 

5                8.2% 

1 

Lone  Star  Industries 

10.2 

2 

10.5 

0.5 

7.2 

3 

7.5 

3.8 

16.2 

2              10.1 

1 

United  States  Gypsum 

9.7 

3 

11.0 

0.0 

9.3 

2 

8.3 

5.8 

11.3 

4                4.2 

4 

National  Gypsum 

8.3 

4 

9.8 

0.2 

8.0 

4 

6.9 

5.2 

12.0 

3                4.4 

3 

Penn-Dixie  Inds 

3.8 

5 

7.6 

0.6 

6.2 

5 

4.0 

2.1 

20.4 

1              -3.2 

5 

Medians 

9.7 

10.5 

0.2 

8.0 

7.5 

5.2 

12.0 

4.4 

OTHER  BUILDING  MATEI 

■ 

Bath  Industries 

16.6% 

1 

9.0% 

0.5 

7.1% 

3 

12.1% 

2.60/c         16.0% 

5              30.8% 

1 

Masonite 

16  4 

2 

15.3 

0.0 

14.0 

1 

14.4 

8.5 

17.9 

4              20.1 

2 

Ferro 

15.7 

3 

16.0 

0.2 

13.4 

2 

12.5 

5.2 

12.3 

7              13.1 

5 

Vulcan  Materials 

15.0 

4 

23.4 

0.3 

16.5 

4 

10.9 

7.7 

11.2 

8                9.1 

7 

Jim  Walter 

13.8 

5 

18.7 

0.5 

128 

6 

10.1 

4.9 

27.3 

1               17.8 

3 

Ceco 

12.3 

6 

13.5 

0.4 

10.0 

9 

8.9 

3.7 

9.0 

12                5.3 

10 

H  H  Robertson 

11.9 

7 

15.0 

0.2 

13.0 

5 

10.3 

3.3 

11.0 

9                4.7 

11 

Certain-teed  Prods 

11.9 

8 

5.2 

0.5 

4.1 

9 

8.9 

1.7 

18.8 

3               15.4 

4 

Owens-Corning  Fbrgls 

11.6 

9 

11.4 

0.4 

8.9 

11 

8.9 

4.8 

9.7 

10                9.5 

6 

Johns-Manville 

10.6 

10 

12.1 

0.1 

9.6 

7 

9.6 

5.7 

8.8 

13                4.1 

12 

Armstrong  Cork 

10.5 

11 

13.4 

0.2 

11.1 

8 

9.3 

6.5 

7.2 

15                3.1 

13 

PPG  Industries 

9.8 

12 

12.3 

0.4 

9.4 

13 

7.6 

5.9 

6.9 

17                 6.7 

9 

DeSoto 

9.4 

13 

9.6 

0.2 

8.6 

12 

8.3 

2.6 

12.6 

6             -6.9 

17 

Evans  Products 

9.0 

14 

def 

0.8 

def 

16 

6.3 

def 

21.7 

2                1.2 

15 

Sherwin-Williams 

8.5 

15 

11.5 

0.3 

8.9 

14 

6.8 

3.7 

9.3 

11                0.5 

16 

Flintkote 

7.5 

16 

7.5 

0.4 

6.0 

17 

5.9 

3.7 

6.9 

16                7.0 

8' 

Interpace 

7.5 

17 

8.6 

0.2 

7.1 

15 

6.4 

3.9 

8.6 

14                1.8 

14 

Medians 

11.6 

12.1 

0.3 

9.4 

8.9 

3.9 

11.0 

6.7 

BUILDING  E0UIPMENT. 

UUILl/lllU    kywll    lfli.14  1  M 

Dover  Corp 

20.4% 

1 

22.7% 

0.3 

17.30/0 

1 

17.1% 

6.50/0         13.1% 

1              13.3% 

1 

Norris  Industries 

17.3 

2 

14.2 

0.3 

11.0 

2 

15.3 

3.8 

11.9 

3                 8.8 

3 

Butler  Manufacturing 

15.6 

3 

27.1 

0.2 

22.7 

3 

12.8 

6.6 

9.2 

5               12.2 

2 

Otis  Elevator 

13.0 

4 

15.1 

0.4 

12.0 

4 

10.8 

3.8 

12.6 

2                 6.3 

5 

Carrier 

11.1 

5 

9.8 

0.5 

7.2 

7 

8.6 

3.5 

11.4 

4                 6.8 

4 

Emhart 

10.9 

6 

11.3 

0.1 

10.5 

5 

10.0 

5.4 

4.6 

8                2.6 

7 

Trane 

10.8 

7 

4.7 

0.2 

4.1 

6 

9.2 

2.2 

8.2 

6                3.6 

6 

American  Standard 

def 

8 

12.7 

0.7 

8.4 

8 

2.8 

2.7 

7.7 

7               PD 

8 

Medians 

12.1 

13.5 

0.3 

10.8 

10.4 

3.8 

10.3 

6.6 

Industry  Medians 

11.0 

12.5 

0.4 

9.4 

9.0 

4.5 

11.4 

6.8 

J 

Note:   Explanation  of  Yardstic 

k  calculations 

on  page 

38.        def- 

Deficit. 

PD  Profit    to  deficit 
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When  the  world 
looks  for  a  better  rail 
passenger  car,  they  look 

to  one  of  the  largest 
automotive  suppliers 
for  help. 

In  the  past  five  years  alone,  we've  designed  and  built  more  U.S.  rail 
passenger  cars  than  anybody.  And  today  our  worldwide  backlog 
of  orders  totals  more  than  300  million  dollars. 


It's  not  surprising  that  some  of  the  world's 
leading  railroad  companies  come  knocking  on 
our  door.  And  from  all  around. 

Through  our  worldwide  affiliations,  we  are 
responsible  for  some  of  the  most  innovative 
railway  designs  in  Japan,  France,  Brazil, 
Australia,  Portugal  — and,  of  course,  here  in 
America. 

Here  we've  just  completed  delivery  of  160 
bi-level  gallery  cars  for  operation  in  the  Chicago 
area.  AMTRAK,  another  Budd  customer,  will 
be  receiving  some  292  metroliner  cars  over  the 
next  two  years.  And  they'll  be  used  from  coast 
to  coast.  They're  streamlined,  fast  and  modern. 
In  Brazil,  we're  participating  in  the  delivery  of 
nearly  200  automated  subway  cars  for  Sao 
Paulo's  Metro  System  and  an  additional  90 
cars  for  Sao  Paulo's  suburban  line. 
In  France,  research  and  dev  'lopment  teams 
are  working  on  a  brand  new  train  that  will  be 
traveling  up  to  150  miles  per  hour. 
The  list  goes  on.  We  think  it's  quite  impressive. 
The  point  is,  in  all  the  years  we've  been  in 
business,  there's  hardly  an  area  of  major 
development  and  accomplishment  for  rail  pas- 
senger cars  that  we  haven't  been  involved  in. 
If  you're  in  the  business  of  searching  for  new 
thinking  for  highways  or  railways,  look  our 
way.  We  believe  we  can  help  you  find  what 
you're  looking  for. 
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2 1 55  W.  Big  Beaver  Road ,    Troy,  Michigan  48084 
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salutes  San  Francisco. 

£jN6tjust  another  city... 

another  world. 


A  clanging  cable  car  cresting  a  hill  says  as 
much  as  anything  about  this  special  city's  respect 
for  both  history  and  progress. 

Often  doomed  and  always  saved,  the  cable 
cars  have  stood  their  ground  amid  spectacular 
new  buildings  and  revitalizing  projects.  San 
Francisco,  perhaps  better  than  most  cities,  has 
found  a  way  to  fit  the  new  to  the  old,  to  preserve 
its  exuberant  personality. 

#  A  city  ordinance  governs  the  size  and  loca- 
tion of  buildings.  While  allowing  new  sky- 
scrapers to  rise,  its  aim  is  to  safeguard 
cherished  old  views  of  the  Bay. 

•  Ghirardelli  Square,  named  for  a  chocolate 
maker  whose  legend  traces  back  to  gold 
rush  days,  still  boasts  fine  old  factory  build- 
ings, enhanced  now  by  a  complex  of  modern 
shops,  restaurants,  fountains,  art  displays. 

#  Always  waterfront-oriented,  the  city  looks 
forward  to  completion  next  year  of  the  first 
phase  of  its  new  35-acre  container  ship  ter- 
minal. One  in  every  10  jobs  in  the  city  de- 
pends on  the  port. 

•  The  city's  historic  cultural  heritage— world- 
famous  opera,  symphony,  ballet,  art  muse- 
ums-^ has  been  enriched  by  innovative  ar- 
chitecture, nowhere  more  impressively  than 
in  the  rejuvenated   Embarcadero  Center. 
There,  among  new  skyscrapers,  stand  Willi 
Gutmann's  eight-story  stainless  steel  sculp- 


ture and  Francoise  Grossen's  colorful  rope 
sculptures. 

•  Accustomed  to  viewing  the  predominantly 
white  city  and  the  blue  water  of  the  Bay 
from  the  vantage  point  of  its  hills,  San  Fran- 
ciscans have  seen  the  skyline  change  dra- 
matically with  the  energetic  thrust  of  new 
landmarks.  One  52-story  building  provides 
a  360-degree  view  of  the  city,  and  another 
new  giant,  in  the  form  of  a  pyramid,  soars 
853  feet. 

For  all  its  vibrant  newness,  San  Francisco 
remains  what  it  has  always  been— Fisherman's 
Wharf,  Chinatown,  the  morning  fog,  flower 
stands  and  street  artists,  vintage  buildings,  and 
the  irrepressible  cable  cars. 

Not  just  another  city;  another  world. 

Phelps  Dodge,  its  own  origins  dating  back 
even  before  San  Francisco  had  its  name  or  charter, 
has  played  a  part  in  the  city's  modern-day  prog- 
ress, as  it  has  throughout  the  U.S. 

We've  done  it  by  pioneering  with  the  latest 
in  copper  and  copper-alloy  products,  in  under- 
ground high-voltage  cable,  building  wire  and 
cable,  telephone  wire  and  cable,  coaxial  cable, 
magnet  wire,  plumbing  tube,  pipe,  valves,  fit- 
tings and  brass  fixtures,  condenser  and  heat 
exchanger  tube,  castings,  strip,  rod,  bar  and 
shapes. 

As  San  Francisco  and  all  of  America  grow 
and  prosper,  we  grow  and  continue  working  for 
a  better  life.  Phelps  Dodge  Industries,  Inc., 
300  Park  Avenue,  New  York,  New  York  10022. 


©1974.  Phelps  Dodge  Industries,  Inc. 
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ELEVATOR  COM  PAN 


Our  future  is  an  airport  without  delays 


The  future  means  eliminating  airport  ground  traffic 
congestion  and  the  inconvenience  it  causes  you.  And 
it  means  more  travelers  and  freight  moving  through 
tomorrow's  air  terminals.  That's  why  we  are  working 
on  better  ways  tc  move  people  and  goods  into,  around 
and  out  of  airports. 

Because  Otis  is  one  of  the  world's  largest  suppli- 
ers of  elevators,  escalators,  material  handling  equip- 
ment and  electric  vehicles,  we  have  a  vast  store  of 
know-how  in  motion  technology. 

We're  already  putting  our  knowledge  to  work 
with  a  computer-controlled,  automated  people  mover 
that  can  carry  you  a  few  miles  in  a  few  minutes.  We've 


installed  moving  walks  that  carry  passengers  smootl 
from  the  street  to  departure  gates,  and  we're  worki 
on  new  systems  to  speed  baggage  and  automj 
cargo  handling. 

And,  at  our  new  Product  Research  Center,  we 
investigating  the  theories  of  motion  and  their  practi 
applications  to  future  products.  Theories  like  movt 
passengers  efficiently  through  a  high-rise  terminal 
combining  elevators  and  people  mover  systems 

Part  of  our  future,  and  yours,  is  an  airport  witW 
congestion.  So  you  can  make  a  plane  with  minus 
to  spare.  We're  at  work  on  it. 

Otis,  a  company  in  motion. 


nies— Weyerhaeuser,  Georgia-Pacific 
and  Champion  International  among 
them— were  in  better  shape.  Between 
20%  and  50%  of  their  lumber  sales, 
on  average,  come  from  homebuilding, 
but  their  sizable  papermaking  opera- 
tions, thanks  to  shortages  and  rising 
prices,  offset  the  effects  of  the  hous- 
ing slump— and  then  some.  These 
companies  enjoyed  super  profitability 
returns  during  the  latest  12  months. 

For  other  building  materials  pro- 
ducers, the  results  were  mixed  last 
year,  though  in  general  profitability 
returns  did  not  change  sharply  from 
their  averages  for  the  last  five  years. 
The  trick  was  to  be  either  diverse 
enough  to  offset  the  housing  decline 
or  to  have  a  long  enough  order 
lead-time  to  delay  the  reaction.  At 
the  two  big  gypsum  companies,  U.S. 
Gypsum  and  National  Gypsum,  results 
for  the  first  nine  months  of  1974 
were  down,  but  not  down  sharply. 
Another  quarter  or  two  of  rock-bot- 
tom homebuilding  activity  could  pro- 
duce a  more  pronounced  downturn. 
At  Johns-Manville,  however,  results 
for  the  first  nine  months  were  up. 
J-M's  solid  raw-material  position  in 
asbestos,  at  a  time  of  rising  asbestos 
prices,  certainly  helped. 

In  other  building  commodities,  the 
cement  companies— Ideal  Basic  Indus- 
tries, Lone  Star  Industries,  Penn-Dixie 
Industries— showed  a  mixed  pattern 
during  1974.  Some  were  up,  others 
were  down.  Flintkote,  with  a  broader 
spread  of  building  commodities  than 
almost  anyone,  reported  a  downturn 
in  earnings  through  September, 
though  not  a  sharp  one.  Certain-teed 
Products'  earnings  went  way  down, 
but  mainly  because  of  a  residential 
real  estate  venture  that  went  sour. 
The  fact  is  that  the  building  com- 
modities these  companies  make  go  in- 
to nonresidential  as  well  as  residential 
construction.  So  how  far  down  they 
go,  if  they  go  down  at  all,  depends 
on  a  combination  of  events:  how 
far  housing  goes  down  and  how  long 
nonresidential  construction  stays  up. 

At  a  time  when  construction  is  go- 
ing several  ^'directions  at  once,  quar- 
terly earnings  trends  can  be  more  mis- 
leading than  usual.  Take  the  case  of 
Masonite  Corp.,  which  has  a  strong 
long-term  earnings  record  based  on  its 
30%  share  of  the  U.S.  hardboard  mar- 
ket. Masonite's  profits  seemed  to  be 
perking  along  nicely  during  1974. 
Then,  in  August,  the  company  sud- 
denly throttled  back  its  hardboard 
production  lines  from  95%  to  60%  of 
capacity.  What  happened?  "We  just 
got  into  the  recession  faster  and  deep- 
er than  anyone  expected,"  says  Sam- 
uel S.  Greeley,  Masonite's  president 
and  chief  executive.  "Our  projec- 
tions were  as  bad  as  anyone  else's." 


Weak  Link.  Though  public  works  projects  were  up,  U.S.  road-building  declined. 


Masonite's  abrupt  cutback  clouded 
the  prospects  for  one  area  in  building 
materials  that  figured  to  hold  up  fair- 
ly well:  the  home-remodeling  market. 
The  conventional  wisdom  was  that  if 
people  weren't  building  new  homes, 
they  would  at  least  be  fixing  up  their 
old  ones  with  products  like  Masonite's 
hardboard.  Trouble  is,  people  don't 
have  much  money  lying  around  for 
remodeling  in  these  stagflationary 
times  either.  That's  why  a  company 
like  Armstrong  Cork,  which  relies 
heavily  on  the  remodeling  market  for 
its  floor  coverings  and  other  interior 
products,  found  its  earnings  slipping 
in  the  third  quarter  of  last  year.  "And 
we  weren't  expecting  any  real  major 
market  gains  for  the  rest  of  the  year," 
was  the  way  Armstrong's  president, 
James  H.  Binns,  described  it. 

Moving  In  Unison 

Now  would  be  a  perfect  time,  of 
course,  for  the  building  materials  out- 
fits to  come  up  with  some  new,  low- 
cost  products  that  could  pry  the  dol- 
lars loose  from  consumers'  slimmed- 
down  pocketbooks.  The  lumber  com- 
panies thought  they  had  such  a  prod- 
uct in  reconstituted  wood  made  out 
of  chips  and  shavings  left  over  from 
their  sawmill  operations.  But  alas, 
making  the  stuff  in  the  laboratory 
has  proved  much  easier  than  pro- 
ducing it  in  commercial  quantities. 
Reconstituted  wood  will  not  hit  the 
market  for  another  year  or  two. 

Some  of  the  building  equipment 
suppliers  were  less  vulnerable  to  the 
housing  slump  than  the  materials 
suppliers.  Otis  Elevator,  of  course,  in- 
stalls its  product  in  apartment  build- 
ings, and  apartment  construction  is 
off  even  more  than  single-family 
dwellings.  But  the  greatest  bulk  of  its 
business  comes  from  nonresidential 
building,  especially  overseas  where 
Otis  gets  more  than  60%  of  its  sales. 
So  Otis'  profitability  held  up  well 
last  year. 


The  profit  returns  of  the  two  air- 
conditioning  companies,  Carrier  and 
Trane,  were  down  last  year  in  the 
Forbes  Yardsticks  table.  They  are 
more  dependent  on  housing  starts  than 
Otis,  though  they  certainly  have  a 
lot  of  nonresidential  business  as  well. 
But  for  both  companies,  the  main 
problems  last  year  were  strikes  and 
higher  raw  materials  costs  rather 
than  the  housing  collapse. 

Housing  men,  at  least  in  their  pub- 
lic utterances,  think  homebuilding  ac- 
tivity will  pick  up  again  in  1975.  The 
Federal  National  Mortgage  Associa- 
tion is  predicting  housing  starts  for 
the  year  of  1.7  million,  though  most 
other  estimates  are  somewhat  lower. 
To  housing  men,  it's  simply  a  question 
of  more  money  and  lower  interest  rates 
—and  the  amount  of  lag  time  before 
construction  picks  up  again. 

But  is  it  really  that  simple?  How 
fast  will  savings-&-loan  deposits,  the 
main  source  of  mortgage  money,  grow 
during  a  recession?  And  how  fast  will 
mortgage  interest  rates  drop  as  the 
prime  corporate  rate  comes  down? 
Chances  are,  not  nearly  as  fast.  More- 
over, even  if  money  becomes  easier  to 
get  and  cheaper,  there  is  still  that 
high,  high  cost  of  building  new 
home  looming  over  a  pickup  in  new 
housing  starts. 

And  don't  forget  the  other  parts 
of  the  construction  business— public 
works  and  industrial  construction. 
Many  companies  have  run  out  of 
money  for  capital  spending.  They 
have  borrowed  about  as  much  as 
prudence,  and  the  raised  eyebrows  of 
their  bankers,  will  allow.  In  govern- 
ment capital  spending  the  emphasis 
is  on  trimming  back  to  cure  inflation, 
particularly  at  the  federal  level,  but 
recession  could  change  that. 

If  construction  went  in  three  di- 
rections at  once  last  year,  it  is  apt  to 
be  moving  in  unison  during  the  year 
ahead.  And  the  direction  is  apt  to 
be  down,  or  at  best  straight  ahead.  ■ 
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Electronics  &  Electrical  Equipment 


Can  you  sell  $500  television  sets  and  $100-million  generating  plants  when 
money  is  scarce  and  a  recession  sets  in?  Yes,  but  it's  tough- 
especially  for  the  weaker  companies. 


"We're  looking  into  a  muddy  pud- 
dle, and  nobody  knows  how  deep  it 
is,"  said  one  electronics  analyst  late 
last  year. 

He  happened  to  be  talking  about 
the  semiconductor  companies,  which 
had  roared  into  1974  with  record 
earnings  and  limped  out— once  again 
—trying  to  pare  down  excess  inven- 
tories. But  he  could  have  been  talk- 
ing about  almost  everyone  in  elec- 
tronics and  electrical  equipment.  By 
year's  end,  they  were  all  staring  into 


murky  waters  of  unknown  depth.  , 

The  waters  had  seemed  clear 
enough  early  in  the  year.  Capital 
goods  spending,  by  both  utility  and 
industrial  customers,  still  buoyed 
sales.  Inflation  had  not  yet  clobbered 
consumer  spending,  even  for  big-ticket 
appliances.  A  February  flurry  of 
housing  starts  gave  hope  that  the 
home-building  slump  would  hurt  ap- 
pliance sales  only  briefly.  Overseas, 
the  electronics  and  electrical  equip- 
ment outfits  were  still  increasing  their 


market  shares  against  foreign  com- 
petitors. At  home,  the  April  expira- 
tion of  price  controls  gave  everyone 
a  chance  to  widen  his  margins. 

Then  the  electric  utilities,  up 
against  it  for  money,  began  taking 
a  second  look  at  their  expansion  plans. 
Many  decided  that  electricity  demand 
wouldn't  grow  as  rapidly  as  they  had 
thought,  especially  with  a  recession  in 
the  offing.  By  the  fall,  power  compa- 
nies had  canceled  plans  for  70  new 
generating    plants    and    delayed    ten 


ELECTRONICS  & 

ELECTRICAL:  Yardsticks  of  M 

anagement  Performance 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5- Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year             5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank             Average 

Rank 

ELECTRONIC  EQUIPMEN 
Schlumberger 

17.3% 

1 

22.6% 

0.2 

197% 

2 

15.2% 

119% 

17.0% 

4              17.0% 

1 

Avnet 

16.6 

2 

22.5 

0.7 

14.3 

7 

11.0 

4.9 

17.1 

3                5.0 

11 

Hewlett-Packard 

15.9 

3 

21.4 

0.0 

20.9 

1 

15.8 

8.9 

17.6 

2              14.9 

2 

Texas  Instruments 

15.8 

4 

20.1 

0.2 

17.4 

3 

13.3 

6.1 

11.6 

8               13.9 

3 

Raytheon 

13.9 

5 

15.2 

0.2 

13.0 

5 

11.7 

3.0 

8.5 

16                9.2 

8 

Motorola 

13.3 

6 

16.8 

0.3 

13.4 

6 

11.4 

6.1 

10.6 

13               11.3 

6 

Perkin-Elmer 

12.7 

7 

12.2 

0.0 

12.4 

4 

11.9 

6.0 

12.0 

6               12.8 

5 

Corning  Glass  Works 

12.5 

8 

12.3 

0.2 

10.2 

8 

10.6 

5.9 

12.0 

7                 1.2 

14 

General  Tel  &  Elec 

11.7 

9 

9.6 

1.5 

4.6 

15 

6.1 

4.8 

10.8 

12                2.7 

13 

Teledyne 

11.2 

10 

13.7 

0.8 

8.5 

9 

8.3 

4.3 

18.0 

1               13.8 

4 

Honeywell 

10.4 

11 

9.7 

0.4 

7.1 

13 

7.3 

3.7 

15.2 

5                5.5 

10 

Harris  Corp 

10.0 

12 

9.5 

0.5 

7.2 

12 

7.8 

3.4 

11.0 

11                0.2 

15 

American  Tel  &  Tel 

9.7 

13 

10.7 

0.9 

6.2 

14 

6.5 

12.4 

9.8 

j   14                3.9 

12 

Lear  Siegler 

9.6 

14 

13.0 

0.7 

9.0 

10 

8.1 

3.1 

8.9 

15             -5.5 

18 

North  Amer  Philips 

9.5 

15 

13.4 

0.2 

11.5 

11 

7.8 

4.5 

11.2 

10             -1.3 

16 

RCA 

9.2 

16 

14.8 

0.9 

9.2 

16 

6.1 

3.6 

6.9 

18            -12.2 

19 

General  Instrument 

6.3 

17 

9.7 

1.0 

6.4 

19 

5.0 

3.3 

11.5 

9             -2.5 

17 

Fairchild  Camera 

6.0 

18 

23.2 

0.4 

17.8 

17 

5.7 

7.9 

5.5 

20                9.1 

9 

Bunker-Ramo 

5.0 

19 

.3.1 

0.3 

4.1 

18 

5.4 

2.0 

3.8 

21               10.8 

7 

Varian  Associates 

2.7 

20 

6.1 

0.0 

5.7 

20 

2.7 

2.5 

8.0 

17            -12.7 

20 

Ampex 

def 

21 

22.8 

3.1 

8.3 

21 

def 

4.1 

5.9 

19               P-D 

21 

Medians 
ELECTRICAL  EQUIPMEN 

AMP 

10.4 

T 

13.4 

0.4 

9.2 

7.8 

4.5 

11.0 

5.0 

23.80/o 

1 

23.6% 

0.1 

22.0% 

1 

21.20/0 

9.8 

16.5o/0 

4               16.3% 

2 

W  W  Grainger 

22.8 

2 

22.8 

0.2 

19.4 

3 

18.3 

6.6 

17.5 

3               18.9 

1 

Square  D 

21.4 

3 

20.4 

0.2 

17.8 

2 

21.1 

8.2 

11.2 

8                3.8 

10 

Fischbach  &  Moore 

20.3 

4 

17.8 

0.6 

12.3 

5 

15.0 

1.8 

19.9 

2              12.9 

3 

Emerson  Electric 

19.6 

5 

19.1 

0.1 

17.5 

4 

17.0 

7.6 

13.6 

6              10.2 

4 

General  Electric 

17.2 

6 

18.0 

0.3 

14.5 

6 

14.2 

4.7 

6.9 

12                8.2 

5 

Reliance  Electric 

15.4 

7 

21.6 

0.4 

14.7 

8 

10.9 

5.1 

16.4 

5                18 
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The  most  some  big-TV  set  producers  could  offer  the  consumer  was  no  price  hikes.  It  wasn't  moving  the  merchandise. 


more— with  obvious  portent  for  Gen- 
eral Electric  and  Westinghouse,  who 
divide  up  80%  of  the  utilities'  or- 
ders for  turbines.  As  long  as  the  util- 
ities are  plagued  with  uncertain  fi- 
nances, energy  conservation,  environ- 
mental restraints  and  now  a  sluggish 
economy,  a  decline  in  shipments  of 
new  generating  plants  is  likely  to  con- 
tinue. How  long  will  that  be?  Prob- 
ably a  good  long  time. 

On  top  of  the  utility  slowdown,  sales 
of  television  sets  and  appliances  were 
dealt  a  one-two  blow,  as  unemploy- 
ment teamed  up  with  inflation  to 
shrink  consumer  pocketbooks.  The 
home-building  slump,  which  turned 
into  a  full-scale  depression  in  hous- 
ing starts,  didn't  help  the  appliance 
people  either.  If  Americans  weren't  in 
a  mood  to  shell  out  $500  for  a  new 
color  TV  or  refrigerator,  neither  were 
they  in  shape  to  take  out  a  70%  mort- 
gage on  a  $36,000-plus  average  house 
with  a  30%  down  payment. 

The  damage  to  the  appliance  mak- 
ers is  spelled  out  more  fully  in  our 
story  on  consumer  goods  (p.  168), 
though  it  is  partially  reflected  in  the 
Forbes  Yardsticks  for  Motorola,  Mc- 
Graw-Edison  and  RCA  (opposite). 
GE  and  Westinghouse  were  stung, 
too,  in  this  area.  Unless  the  growing 
recession  proves  milder  than  expect- 
ed, appliance  prospects  for  1975 
could  be  very  murky  indeed. 

One  bright  spot  in  consumer  elec- 
tronics was  those  ubiquitous  hand- 
held calculators  whose  ads  fill  so  many 
newspaper  columns  these  days.  Their 
youthful  buoyance  provided  a  nice 
fillip  of  profits  for  the  likes  of  Texas 
Instruments  and  Hewlett-Packard— 
though  price  competition,  inevitably, 
was  setting  ih  at  midyear.  Perhaps 
most  successful  have  been  Hewlett- 
Packard's  premium-priced  models, 
such  as  the  $795  HP-65,  which  has 
gone  over  particularly  well  in  the 
scientific  market.  Analysts  were  high 
on  H-P  early  in  the  year,  and  its  re- 
turn on  stockholders'  equity  took  an- 
other  big   jump    during    the    last    12 
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months.  But  now  The  Street  is  pro- 
jecting declines  in  revenues  and  earn- 
ings for  the  new  year. 

The  muddying  of  fortunes  in  semi- 
conductors was  less  noticeable  in  the 
Forbes  Yardsticks  figures  than  the 
utility  and  appliance  slowdowns.  So 
great  was  the  1972-to-early-1974 
boom  in  these  electronic  building 
blocks  that  Texas  Instruments,  Mo- 
torola and  Fairchild  Camera  still  show 
extremely  high  growth  and  profit- 
ability rates. 

Their  heady  upsurge,  from  a  di- 
sastrous inventory  sell-off  in  1970-71, 
couldn't  last  forever,  however,  not 
even  with  the  automakers  and  the 
calculator  companies  lately  added  to 
the  semiconductor  customer  lists. 
With  sales  spread  throughout  Ameri- 
can  industry,    stagflation    was   bound 

The  whole  calculator  market  was 
one  big  price  war  by  late  1974. 


to  overtake  them  eventually.  As  early 
as  May,  TI  and  Motorola,  who  domi- 
nate over  half  the  U.S.  market,  were 
cranking  down  production  lines;  later 
they  began  laying  off  workers  and 
trimming  excess  inventories.  It  was  a 
complete  reversal  of  the  seller's  mar- 
ket that  had  prevailed  only  months 
before.  By  the  third  quarter  of  1974, 
year-to-year  earnings  comparisons 
were  headed  down,  as  the  operating 
efficiencies  enjoyed  during  the  boom 
period  began  to  fade.  By  the  stan- 
dards of  any  other  industry,  the  semi- 
conductor producers  enjoyed  a  ban- 
ner year;  just  look  at  their  profitability 
returns.  But  the  downtrend  late  in 
the  year  prompted  Wall  Streeters, 
scarred  from  past  bloodlettings  in 
semiconductors,  to  mark  semiconduc- 
tor multiples  down  sharply  from  the 
upper  tier. 

The  boom  had  lasted  long  enough, 
however,  to  bail  out  Fairchild  Cam- 
era. Wallowing  on  the  rocks  a  few 
years  ago,  during  the  latest  12  months 
it  earned  a  pacesetting  (among  elec- 
tronics manufacturers)  23.2%  return 
on  equity.  Its  economies  of  scale 
certainly  helped  to  balloon  earnings, 
but  in  the  switchover  to  a  buyer's 
market,  that  leverage  could  hurt  a 
secondary  supplier  like  Fairchild. 
Much  depends  on  whether  Fairchild 
can  hang  onto  the  imoressive  market- 
share  gains  it  made  in  1973  and  the 
early  part  of  1974. 

Signetics,  some  70%-owned  by 
Coming  Glass  Works,  was  late  in 
spotting  the  semiconductor  downturn 
and  was  mousetrapped  with  large  in- 
ventories after  the  bigger  outfits  had 
pulled  back.  It  was  also  slow  in  get- 
ting some  of  its  newer  MOS  (metal 
oxide  silicon)  circuits  off  the  draw- 
ing boards.  So  while  parent  Corning 
showed  a  healthy  profit  return  for  the 
latest  12  months,  Signetics  was,  and 
still  is,  causing  it  increasing  pain. 
General  Instruments,  one  of  the  lead- 
ers in  MOS  technology  a  few  years 
ago,  has  lagged  more  recently  in  that 
important  area  of  the  market,  and  the 
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It  takes  a  cool  head 

and  a  warm  heart  to  be 

a  Delta  professional. 


You're  a  Delta  line  mechanic, 
and  that  jet  at  the  gate  be- 
longs to  you  until  you're  ready 
to  turn  it  over  to  the  captain. 
You  check  out  everything 
from  engines  to  instruments  to 
ailerons  to  ashtray  lids.  Your  jet 
is  one  big,  beautiful  piece  of 
machinery  and  you  want  it 


nothing  short  of  perfect. 

There's  more  to  it  than  per- 
sonal pride,  of  course.  The 
people  who  board  your  jet 
count  on  you  for  a  smooth 
flight.  And  when  it  comes  to 
people,  a  Delta  professional 
couldn't  care  more. 


The  airlme  run  by  professionals 
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Line  Mechanic  Don  Henson  and  Capi    ^|R  Malcolm  Simpson.  Delta  professionals. 


Delta  is  ready  when  you  are. 


lag   is    already   evident   in   its   profit- 
ability return. 

Will  the  semiconductor  shakeout 
be  as  bad  as  1970-71?  Most  analysts 
think  not.  The  industry  is  now  more  , 
diversified,  and  no  longer  so  depen- 
dent for  business  on  the  mainframe 
computer  manufacturers  and  defense 
contractors.  However,  this  "perva- 
siveness," touted  by  industry  execu- 
tives, now  makes  the  group  more  vul- 
nerable during  a  broad  slowdown. 

"One  important  thing  to  remem- 
ber," says  E.F.  Hutton's  Dr.  Richard 
King,  "is  that  this  is  no  longer  a  homo- 
geneous industry."  Meaning  that  there 
are  semiconductor  companies  and 
semiconductor  companies:  Those  like 
Motorola,  with  strength  in  the  full 
range  of  semiconductor  technology, 
will  fare  better  than  smaller,  special- 
ized producers  like  Signetics  in  a  no- 
growth  climate. 

Diversity  helped  the  most  last  year 
where  it  provided  a  hedge  against  a 
sizable  consumer  electronics  business 
—though,  as  ever,  it  depended  on 
what  fields  a  company  had  chosen. 
RCA,  having  long  since  shucked  its 
computer  business,  enjoyed  a  profit 
cushion  last  year  from  its  car  rental 
and  communications  businesses.  By 
the  end  of  1975  RCA  will  be  com- 
pletely out  of  radios  and  phonographs, 
though  still  very  much  into  TV  sets. 

GE  vs.  WX 

Diversity— and  plain,  old-fashioned 
good  management— continued  to  sup- 
port General  Electric  last  year.  The 
nation's  eighth-largest  company,  a 
$13-billion  giant,  is  still  light  enough 
of  foot  to  net  a  return  on  equity  in 
the  high  teens.  True,  GE  may  have 
headaches  from  year  to  year  in 
given  markets— in  utility  equipment 
and  major  appliances  right  now— but 
nimble  management  delivers  consis- 
tently at  the  bottom  line. 

GE's   old   rival,   Westiaghouse,   has 
usually    done    less    well— currently    a 
lot   less.    Appliances,   a   headache   for 
GE,  are  a  disaster  area  for  West  in g- 
house,  with  losses   running  over   $10 
million    a   quarter.    It    also   has    profit 
problems  in  military  construction  and 
low-income     housing,      and      mvntly 
wrote  off  much  of  its  water-quality] 
control  venture.  A  mail-order  venture 
was    a    disaster.     Now    its    mainstax 
business,    generating   equipment,    has 
slowed.  For  all  its  problems,  how(  \  <  i 
Westinghouse  remains  a  strong  OOXfl 
pany  with  excellent  technology,    am 
the  pessimists  are  undoubtedly  oxer 
stating  the  case.  Westinghouse's  BOI 
(as     of     February)     chief     <-\eeuti\r 
Robert  E.  Kirby,  has  a  real  chance  I 
finish   the  job   begun   by  prederesso 
Donald  Burnham  and  make  Wettttu 
house  as  profitable  as  it  is  promisinl 
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Whatever  the  merits  of  diversifica- 
tion, it  has  often  been  the  smaller 
specialty  companies  that  have  done 
best  in  electronics  and  electrical 
equipment.  Last  year  was  no  excep- 
tion. The  standout  performer,  as  it  has 
been  for  many  years,  was  Pennsyl- 
vania-based AMP,  Inc.,  which  spe- 
cializes with  consummate  zeal  in  elec- 
trical connectors.  By  channeling  its 
i  product  development  and  marketing 
in  that  single  direction,  AMP  has  won 
a  12%  share  of  the  U.S.  noncaptive 
connector  market,  plus  a  goodly  chunk 
of  the  world  market.  About  one-half 
of  its  sales  now  come  from  abroad. 
AMP,  like  Emerson  Electric,  another 
perennial  money-maker,  has  done  an- 
other smart  thing:  It  has  spread  out 
its  production  in  a  large  number  of 
small  plants.  There  are  no  gigantic 
plants  to  weigh  down  earnings  when 
sales  slow  down— as  they  have  recent- 
ly begun  to  do  in  connectors. 


Profit  Specialists 

Besides  AMP  and  Emerson,   other 
specialty    manufacturers    boast    con- 
sistent high  returns  too.  Square  D  and 
Reliance  Electric,  always  well  up  on 
the  list,  got  a  special  boost  in  1974 
from  their  automation  control  equip- 
ment in  a  year  when  much  of  indus- 
try's capital  spending  focused  on  im- 
proving plant  efficiency.  For  Perkin- 
Elmer,  years  of  specializing  in  elec- 
ronic  instruments  brought  enough  ad- 
vantages   to   outweigh    the    typically 
larrow  margins  of  a  heavy  govern- 
nent  business.  Raytheon,  also  heavy 
n  government  sales,  manages  to  make 
^ood   money   year  in   and   year  out, 
rhanks    to   its   long   specialization    in 
nissiles— a  field  where  other  less-ex- 
jerienced  outfits  have  often  been  tak- 
?n  to  the  cleaners.  Raytheon  has  add- 
id   strengths:    large   missile   sales   to 
oreign    governments    and    a    sizable 
*nergy-related     business      (including 
'obstruction    and   petrochemical    and 
lectrical  generating  plants). 

Ampex,  to  be  sure,  got  into  serious 
rouble  a  few  years  back  as  a  spe- 
ialist  in  magnetic  tapes  and  video 
'quipment— though  largely  because 
nanagement  was  lulled  into  compla- 
cency by  earlier  successes.  Under  new 
nanagement  since  1972,  Ampex  seems 
o  be  coming  back,  and  in  essentially 
he  same  specialized  markets.  Its  re- 
urn  on  equity  for  the  latest  12  months 
vas  among  the  highest  in  the  elec- 
onics  industry.  . 

But  for  everyone  in  this  industry, 

■ven    the   high-profit   specialists,    the 

oonomic  waters  are  extremely  muddy 

ight  now.  In  better  times,  good  man- 

lent,  solid  product  lines  and  wise 

'iversification  would  comprise  a  strong 

se;   in   1975  they  will  probably 

ide,  at  best,  a  strong  defense.   ■ 


i   ; 


Planning  a  new  facility? 

OAKLAND/ALAMEDA  COUNTY 


gives  you 


To  expand  profitably  in  today's  economy,  you  need  both  access  to  resources 
and  the  flexibility  to  adapt  to  sudden  change  in  materials  supply,  produc- 
tion transportation,  distribution  or  marketing. 

Oakland /Alameda  County  widens  your  options  with  the  West's  largest 
container  port,  a  busy  international  airport  serviced  by  15  airlines,  3  trans- 
continental railroads  and  over  100  major  trucking  lines— all  within  minutes 
of  each  other. 

The  geographic  center  of  the  West  Coast,  Oakland/Alameda  County  puts 
the  resources  of  11  Western  States  at  your  fingertips;  we're  also  the 
industrial  gateway  to  Japan  and  the  Pacific. 

Add  plenty  of  available  land,  a  strong  labor  pool  and  the  magic  of  the 
San  Francisco  Bay  Area,  and  you  can  see  why  so  many  fast-growing  com- 
panies have  facilities  here.  For  all  the  facts,  mail  this  coupon  today! 


Oakland/Alameda  County  New  Industries  Committee 
Oakland  Chamber  of  Commerce 

1320  Webster  Street,  Suite  300  .  .  _ „ 

Oakland,  California  94612  Oakland / Alameda  County 

Gentlemen:  I'm  flexible!  Send  me  my  Site  Planner's  Guide. 


Name 


Title 


Company 


Address 


City  State  Zip 

ALAMEDA  •  ALBANY  •  BERKELEY  •  EMERYVILLE  •  FREMONT  •  HAYWARD  •  LIVERM0RE 
•  NEWARK  •  OAKLAND  •  PIEDMONT  •  PLEASANT0N  •  SAN  LEANDR0  •  UNION  CITY  • 
a       RURAL  ALAMEDA  COUNTY  •  Unincorporated  Areas:  Castro  Valley  •  Dublin  •  San  Lorenzo 

I       For  more  information  about  specific  cities  contact  the  local  Chamber  of  Commerce. 

"flexibility  for  growth" 


ittee  ^|k 

#1 
=t 
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Consumer  Goods 


Last  year  Americans  had  somewhat  less  money  to  spend.  But  suddenly  it 
made  a  dramatic  difference  in  the  way  they  spent  what  they  did  have. 


Remember  when  Wall  Streeters  used 
to  assure  you  that  the  consumer 
goods  business  was  recession-proof? 
They're  not  saying  that  anymore.  In- 
stead, they're  saying  that  the  only 
hot  items  in  the  business  these  days 
are  consumer-buying  surveys.  But 
these  hardly  make  cheerful  reading. 
They  simply  confirm  what  everybody 
knows:  The  consumer  is  broke,  on  a 
buyers'  strike— or  both.  Hardest  hit, 
of  course,  were  the  big-ticket  items: 
autos,  SX-70  cameras,  color  TVs, 
high-priced  apparel,  air  conditioners, 
luxury  or  novelty  convenience  foods. 
That's  not  surprising.  For  the  year, 
consumers'  real  disposable  income 
fell  nearly  5%.  If  that  doesn't  seem 
large,  consider  this:  In  the  big  U.S. 
economy,  5%  means  $30  billion  or  so 
less  in  available  spending  money. 


The  appliance  business  took  it  on 
the  chin.  "The  sharp  decline  in  hous- 
ing starts  is  hurting  our  major  appli-  <• 
ance  sales,"  said  Stanley  Gault,  Gen- 
eral Electric's  executive  vice  presi- 
dent in  charge  of  white  goods.  "Sales 
to  the  housing  market  will  be  off  dra- 
matically .  .  .  and  will  probably  stay 
soft  well  into  the  spring  of  1975." 
Sales  to  the  replacement  market  held 
up  better,  but  even  so,  says  Gault, 
overall  appliance  sales  will  be  down 
around  8%  for  the  full  year. 

It  didn't  help  that  consumers  were 
in  rough  financial  shape.  "Credit  turn- 
downs  by  banks  and  installment  com- 
panies are  at  a  very  high  25%— dou- 
ble those  of  a  year  ago,"  says  Gault. 

Air  conditioners  were  especially 
hard  hit,  down  about  11%.  Carrier 
Corp.'s  earnings  nose-dived  and  Fod- 


ders' sank  into  the  red  to  the  tune  of 
$11  million.  Whirlpool  suffered  from 
lower  air  conditioner  and  appliance 
sales  and,  on  top  of  this,  took  a  four- 
month  strike;  by  the  nine-month  mark 
this  usually  highly  profitable  compa- 
ny had  a  45%  earnings  decline. 

There  were  a  few  bright  spots. 
Freezers  and  refrigerator/ freezers 
continued  to  sell  smartly  in  1974. 
Freezer  shipments  were  ahead  by  33% 
and  in  October  soared  by  almost  60%. 
That  spelled  good  news  for  compa- 
nies like  Amana  (a  subsidiary  of  Ray- 
theon ) ,  Frigidaire  and  Whirlpool.  The 
high  price  of  food  seemed  to  be  work- 
ing in  favor  of  freezer  purchases. 

Also  bucking  the  sharp  downtrend 
reasonably  well  was  Iowa-based  May- 
tag, which  charges  a  premium  price 
for  what   most   people   will   concede 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Industry  Medians        9.3 


10.9 


0.3 


8.1 


8.5 


2.7 


11.0 


Note:  Explanation  of  Yardstick  calculations  on  page  38.        tFour  year  growth.        def— Deficit.        P-D  Profit  to  deficit. 


Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5  Year 

Profit 

5  Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

Zenith  Radio 

15.2% 

1 

8.70/o 

0.0 

8.4% 

1 

14.9% 

2.5% 

4.8% 

3 

-2.3% 

1 

RCA 

9.2 

2 

14.8 

0.9 

9.2 

3 

6.1 

3.6 

6.9 

1 

-12.2 

2 

Magnavox 

9.1 

3 

1.6 

0.2 

2.0 

2 

8.5 

0.5 

5.1 

2 

-14.0 

3 

Medians 

9.2 

8.7 

0.2 

8.4 

8.5 

2.5 

5.1 

-12.2 

APPLIANCES  m 

Maytag 

25.6% 

1 

24.40/0 

0.0 

24.40/0 

1 

25.6% 

10.80/0 

6.4% 

|   11 

5.20* 

6 

Whirlpool 

19.4 

2 

14.3 

0.2 

12.2 

3 

14.8 

3.5 

11.8 

5 

9.3 

2 

General  Electric 

17.2 

3 

18.0 

0.3 

14.5 

4 

14.2 

4.7 

6.9 

10 

8.2 

3 

Hoover 

15.3 

4 

12.4 

0.0 

12.9 

2 

14.9 

4.5 

10.9 

8 

10.9 

1 

Scovill  Mfg 

12.2 

5 

11.8 

0.4 

8.1 

7 

8.7 

2.7 

8.2 

9 

3.6 

8    ■ 

Magic  Chef 

11.4 

6 

3.9 

0.1 

3.8 

5 

9.8 

1.6 

23.9 .  • 

1 

7.4 

4 

Sunbeam 

11.1 

7 

11.9 

0.3 

100 

6 

9.2 

3.7 

11.5 

6 

6.7 

5 

Singer 

9.8 

8 

3.6 

0.3 

3.9 

8 

8.2 

1.2 

11.2 

7 

-2.5 

11 

Westinghouse  Bee 

9.4 

9 

6.5 

0.3 

5.3 

9 

7.7 

2.0 

12.2 

4 

2.0 

10 

Fatten 

9.3 

10 

def 

0.5 

def 

10 

6.9 

def 

21.9 

2 

4.1 

7 

Tappan 

7.1 

11 

def 

0.5 

def 

11 

5.6 

def 

13.5 

3 

2.8 

9 

Medians 

11.4 

11.8 

0.3 

8.1 

9.2 

2.7 

11.5 

5.2 

Black  &  Decker 

18.3% 

1 

17.70/0 

0.1 

15.7% 

1 

15.5% 

6.9% 

18.2% 

1 

12.8% 

1 

Insilco 

14.3 

2 

19.5 

l.l 

10.0 

5 

8.2 

5.6 

12.2 

3 

1.5 

7 

Stanley  Works 

12.1 

3 

11.6 

0.4 

8.9 

2 

10.1 

4.1 

11.2 

4 

11.0 

2 

Roper  Corp 

9.6 

4 

10.9 

0.4 

8.3 

3 

8.6 

2.5 

8.3 

8 

2.5 

6 

Simmons 

9.6 

5 

9.4 

0.3 

7.7 

4 

8.5 

3.2 

11.0 

5 

5.4 

4 

Talley  Industries 

95 

6 

10.9 

0.9 

7.1 

6 

7.3 

2.8 

2.2* 

9 

3.3* 

5 

Mohasco 

8.6 

7 

8.4 

0.5 

6.3 

7 

6.8 

2.5 

15.1 

2 

6.3 

3 

Ludlow  Corp 

8.3 

8 

9.6 

0.5 

7.1 

8 

6.6 

2.5 

10.4 

6 

-4.3 

8 

E  T  Barwick  Inds 

def 

9 

def 

0.9 

def 

9 

def 

def 

10.3 

7 

P-D 

9 

Medians 

9.6 

10.9 

0.5 

7.7 

8.2 

2.8 

11.0 

3.3 

3.6 
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CentePs  earnings  story. 
It's  a  good  one  every  time  you  read  it. 


Over  the  last  10  years,  our 
earnings  showed  a  compounded 
yearly  growth  of  better 
than  8%. 

Our  1974  earnings  kept  pace. 

We've  increased  our  dividends 
19  out  of  the  last  20  years. 

Right  now,  73%  of  our 
telephone  plant  is  less  than 
seven  years  old. 


We're  known  as  Centel. 
It's  a  company  that  bears 
watching.  It  has  a  story  that's 
worth  knowing  about. 


Presently,  more  than  60%  of 
our  construction  program  is 
financed  by  internally 
generated  funds. 

This  quarter,  we'll  pass  a 
billion  dollars  in  net  assets. 
With  an  earnings  growth  story 
so  good  not  many  companies 
can  match  it. 

CENTRAL  TELEPHONE  &  UTILITIES 


is  an  exceptionally  durable  line  of 
washers  and  dryers.  Maytag  has  the 
best  five-year  return  on  capital  of  the 
23  ranked  household  goods  compa- 
nies. Maytag,  says  appliance  analyst 
Harry  Tsoukanelis  of  Laidlaw-Cogge- 
shall,  "has  been  holding  up  well,  con- 
sidering what's  been  happening  to  the 
market.  The  question  is  how  long 
companies  like  Maytag  and  Raytheon 
can  maintain  that  trend  if  real  dis- 
posable income  continues  to  decline. 
A  buyer  can't  upgrade  when  he  has 
lost  his  job."  Sure  enough,  Maytag's 
earnings  were  down  in  the  second 
half.  (However,  a  switch  to  last-in- 
first-out  accounting  was  behind  much 
of  the  30%  profit  slippage. ) 

Tube  Blues 

For  the  appliance  industry  as  a 
whole,  production  was  dropping  even 
more  drastically  than  sales.  Slow  to 
react  to  the  downturn,  most  of  the 
companies  had  piled  up  big  inven- 
tories. "For  almost  18  months  the  in- 
dustry was  buying  to  beat  price  in- 
creases," says  GE's  Gault.  Now  it  will 
take  at  least  six  months  to  work  in- 
ventories down  at  distress  prices. 


The  situation  was  even  worse  with 
TV  sets.  By  late  summer  it  was  clear 
that  $400  to  $500  for  a  color  TV 
was  an  outlay  millions  of  Americans 
could  forego  for  another  year.  Ship- 
ments of  all  TV  sets  were  expected 
to  end  the  year  down  20%  to  25% 
from  1973's  16.3  million  units— a  di- 
sastrous decline  at  a  time  when  costs 
are  out  of  hand  and  prices  hard  to  * 
raise.  Dropouts  in  the  TV  business 
accelerated.  Motorola  sold  its  color 
TV  operations  to  Matsushita  Electric, 
the  Japanese  multinational  electron- 
ics giant.  Magnavox  was  taken  over 
for  $9  a  share  by  North  American 
Philips— an  arm  of  Philips  Lamp,  an- 
other international  electronics  giant. 
Rockwell  International  purchased  Ad- 
miral Corp.  General  Telephone  & 
Electronics'  Sylvania  subsidiary  pur- 
chased Philco  Ford's  domestic  home 
electronics  business.  Result:  There  is 
only  one  largely  TV  company  left- 
Zenith.  Every  other  manufacturer  is 
part  of  a  large  diversified  corporation, 
two  of  which  are  foreign. 

Zenith  has  long  been  one  of  the 
great  American  corporate  success  sto- 
ries. But  not  in  1974.  Zenith  incurred 


a  $7.2-million  pretax  loss  in  the  third 
quarter  and  slashed  its  dividend  to 
conserve  cash.  Sighed  Zenith  Presi- 
dent John  J.  Nevin:  "When  you  are 
faced  with  a  situation  like  this,  you 
just  slash  overhead,  reduce  inven- 
tories, consolidate  and  try  to  be  liquid 
until  the  storm  blows  over." 

RCA,  which  shares  the  top  spot 
with  Zenith  in  TV  sets,  fared  better, 
since  it  didn't  get  murdered  by  a  long 
strike  as  Zenith  did.  But  RCA  didn't 
have  a  good  year  in  TV  sets,  either. 
"The  demand  line  for  color  TV  was 
going  up  within  normal  trend  lines, 
and  then  almost  overnight  the  trend 
line  just  broke  without  warning,"  said 
a  chagrined  RCA  executive. 

Unlike  Zenith,  however,  RCA  had 
other  businesses  to  fall  back  on:  NBC, 
food  operations,  Hertz  and  carpeting. 
So  earnings  were  only  down  16%  by 
October.  It  was  a  similar  story  at 
GE.  GE  was  being  hurt  in  TV  and 
white  goods  and  even  in  its  highly 
profitable  consumer  lamp  business. 
Fortunately,  its  huge  capital  goods 
business  was  booming  and  GE's  aero- 
space, industrial  and  international  op- 
erations were   also  strong.   Result:    a 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

Merck 

28.2% 

1 

28.7% 

0.0 

28.20/q 

1 

27.1% 

15.90/0 

13.6% 

3 

11.3% 

3 

Schering-Plough 

27.6 

2 

29.1 

0.0 

28.0 

2 

26.9 

17.6 

14.9tf 

1 

25.0tf 

1 

Eli  Lilly 

23.8 

3 

24.3 

0.0 

23.8 

3 

22.8 

16.6 

14.7 

2 

15.7 

2 

SmithKline  Corp 

23.0 

4 

21.6 

0.1 

20.6 

4 

22.4 

11.3 

8.6 

6 

3.1 

7 

Pfizer 

17.8 

5 

18.8 

0.2 

15.8 

6 

15.1 

9.6 

11.2 

5 

9.5 

4 

Upjohn 

17.6 

6 

21.9 

0.2 

19.0 

5 

16.4 

10.3 

13.3 

4 

8.6 

6 

Squibb 

17.0 

7 

17.1 

0.4 

12.5 

7 

13.0 

9.2 

7.7 

7 

9.0 

5 

Medians 

23.0 

21.9 

0.1 

20.6 

22.4 

11.3 

13.3 

9.5 

Amer  Home  Products 

29.5% 

1 

31.0o/0 

0.0 

31.30/0 

1 

29.1% 

10.60/0 

10.2o^ 

4 

10.80/0 

1 

Sterling  Drug 

21.6 

2 

19.5 

0.1 

18.3 

2 

19.6 

9.3 

9.9 

6 

8.9 

4 

Bristol-Myers 

20.6 

3 

21.3 

0.2 

18.7 

3 

17.2 

7.5 

10.9 

3 

9.6 

3- 

Warner-Lambert 

16.4 

4 

16.8 

0.1 

14.5 

4 

14.7 

8.3 

19.1 

1 

10.7 

2 

Richardson-Merrell 

13.7 

5 

14.8 

0.1 

14.2 

5 

13.1 

8.0 

11.2 

2 

8.2 

5 

Morton-Norwich 

12.8 

6 

11.5 

0.4 

8.7 

6 

9.3 

5.0 

9.2 

7 

4.7 

6 

Miles  Laboratories 

11.8 

7 

13.5 

0.7 

8.7 

7 

7.6 

4.4 

10.0 

5 

1.0 

7 

Medians 
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16.8 

0.1 

14.5 

14.7 

8.0 

10.2 

8.9 
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G  D  Searle 

28.6% 

1 

24.10/0 

0.7 

15.40/0 

1 

21.1% 

10.80/0 

23.2% 

2 

11.0% 

4 

Johnson  &  Johnson 

19.2 

2 

19.5 

0.1 

18.5 

2 

18.5 

9.1 

13.7 

6 

19.0 

1 

Abbott  Laboratories 

14.5 

3 

16.1 

0.3 

12.7 

3 

11.4 

7.2 

12.2 

7 

6.5 

6 

Baxter  Laboratories 

14.4 

4 

15.0 

0.8 

9.1 

6 

8.9 

7.8 

23.1 

3 

18.7 

2 

Becton,  Dickinson 

14.3 

5 

15.4 

0.4 

10.9 

5 

10.3 

7.0 

14.9 

5 

10.9 

5 

Amer  Hospital  Supply 

10.8 

6 

12.0 

0.1 

11.5 

4 

10.5 

4.8 

18.0 

4 

12.1 

3 

Cenco 

10.3 

7 

1.6 

1.2 

2.4 

7 

7.4 

0.7 

23.8 

1 

5.1 

7 

Medians 

144 

154 

04 

11.5 

10.5 

7.2 

18.0 

11.0 

^1 

Industry  Medians 

17.6 

18.8 

0.2 

15.4 

15.1 

9.1 

13.3 

9.6 

| 

Note:  Explanation  of  Yardstick  calculations 

on  page 
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Does  the 
tax  collector 
seem  to  get 
a  little  bolder 
every  year? 

We  know  that  the  higher  the  tax, 
the  lower  the  profit.  We  also  know 
that  in  many  places  the  tax  bite  gets 
bigger  every  year. 

In  South  Carolina,  we  believe 
our  prosperity  depends  on  your 
prosperity.  That's  why  we  have  tax 
exemptions  on  land  purchases,  capi- 
tal improvements,  equipment,  ma- 
chinery, goods  in  transit,  manufac- 
turers' inventories,  raw  materials 
used  in  manufacturing,  and  even  a 
special  property  tax  exemption  for 
new  industry. 

A  fair  and  equitable  tax  struc- 
ture is  only  one  of  the  advantages 
South  Carolina  offers  your  industry. 
Let  our  State  Development  Board 
introduce  you  to  all  the  benefits  our 
State  and  our  citizens  offer.  You'll 
find  South  Carolina  is  a  good  place 
to  make  a  living  and  a  better  place 
to  spend  your  life. 

South  Caftliqa 

Where  good  business 
and  good  government 
work  hand  in  hand  & 

Hnd  out  why  we're  a  good  place  for  your  industry  to  do  business. 

VVrite  or  call: 

Mr.  Milton  Folds,  Director  South  Carolina  State  Development  Board 

P.O.  Box  927  Department  2G,  Columbia,  South  Carolina  29201 

Telephone  803-758-3145 


small  earnings  gain  over  record  1973. 

As  the  RCA  and  GE  cases  show, 
diversification  can  be  a  help.  It  can 
also  be  a  hindrance,  witness  Singer 
Co.  Its  basic  business,  sewing  ma- 
chines, was  under  pressure  from  low- 
er priced  models,  and  it  got  an  un- 
complimentary report  on  some  of  its 
machines  from  Consumer  Reports. 
Subsidiaries  were  hurting  (housing 
and  business  machines,  for  example) 
and  sometimes  badly.  Singer  had  to 
report  a  $31.5-million  loss  in  the  third 
quarter  of  1974,  found  itself  near  the 
bottom  of  the  heap  in  profitability 
in  the  latest  12  months  and  shows 
negative  five-year  earnings  growth. 

Some  small  electrical  appliance 
companies   escaped   the   severe   woes 


this  year  that  befell  many  of  their 
larger  appliance  brethren.  Said  Sun- 
beam Chairman  Robert  Gwinn:  "The 
consumer  is  cutting  down  on  the  big- 
ticket  items.  They  haven't  been  that 
hard-pressed  that  they  have  stopped 
buying  the  $20  and  $30  items." 
(Gwinn  ruefully  added:  "After  all, 
the  consumer  has  to  have  some  form 
of  self-gratification  this  year.")  Oth- 
er companies— Insilco,  Black  &  Decker 
—benefited  from  the  tendency  toward 
small-ticket  gratification. 

What  about  food  and  drink?  Sure- 
ly these  are  the  last  things  people 
give  up.  Maybe  so,  but  this  doesn't 
say  that  the  consumer  can't  cut  back 
on  frills  like  meaty  canned  pet  food. 
"There  are,"  says  Joseph  Gellert,  food 


analyst  at  Jas.  H.  Oliphant  &  Co., 
"slowdowns  in  higher-priced  conve- 
nience foods,  health  foods,  frozen  din- 
ners and  gourmet  goods."  But  Kraftco 
too  took  a  bath  when  cheese  prices 
soared,  then  collapsed,  leaving  the 
company  with  costly  inventory  that 
customers  weren't  buying. 

Then  there  was  the  tuna  fish  caper. 
Tuna  consumption  in  the  U.S.  jumped 
.around  25%  in  1973  as  people  turned 
away  from  gold-plated  beef.  But 
when  beef  and  cheese  prices  dropped, 
many  of  the  customers  dropped  tuna 
—bad  news  for  companies  like  Ralston 
Purina,  H.J.  Heinz,  Castle  &  Cooke. 
These  companies,  however,  had  oth- 
er business  to  cushion  the  blow. 
"It     has     been     just     like     a     roll- 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

Average 

Rank 

Average 

Rank 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

5-Year 

5-Year 

5-Year 

5-Year 

Rapid-American 

18.8% 

1 

9.0% 

4.2 

5.7% 

10 

6-2% 

07% 

19.4% 

2 

-0.4% 

7 

VF  Corp 

17.2 

2 

19.1 

0.2 

16.1 

1 

15.0 

6.4 

15.2* 

5 

17.0* 

1 

Oxford  Industries 

16.9 

3 

20.7 

0.5 

13.9 

4 

10.9 

3.9 

10.7 

8 

12.6 

3 

Blue  Bell 

15.5 

4 

15.6 

0.4 

12.4 

2 

12.8 

3.9 

19.0 

3 

13.4 

2 

Levi  Strauss 

14.lt 

5 

11.5 

0.3 

9.5 

3 

12.6t 

2.4 

26.2 

1 

10.2 

4 

Kellwood 

13.6 

6 

14.1 

0.4 

11.2 

5 

10.4 

2.0 

10.8 

7 

3.9 

5 

Jonathan  Logan 

12.8 

7 

5.0 

0.3 

4.6 

6 

9.5 

2.3 

9.5 

12 

2.0 

6 

Warnaco 

10.0 

8 

13.1 

0.6 

8.5 

8 

7.1 

3.6 

9.7 

11 

-2.2 

10 

Hart  Schaff  &  Marx 

8.7 

9 

8.8 

0.3 

7.5 

7 

7.4 

3.0 

10.1 

10 

-2.0 

9 

Hanes 

8.4 

10 

10.3 

0.5 

7.5 

9 

6.9 

3.4 

11.9 

6 

-2.2 

10 

Kayser-Roth 

7.8 

11 

5.2 

0.8 

4.4 

12 

5.7 

1.6 

7.7 

14 

-3.3 

12 

Phillips-Van  Heusen 

6.5 

12 

1.4 

0.4 

1.9 

13 

5.1 

0.4 

10.2 

9 

-1.0 

8 

Cluett,  Peabody 

6.2 

13 

3.8 

0.3 

4.1 

11 

5.9 

1.2 

8.5 

13 

-11.0 

13 

Manhattan  Industries 

4.8 

14 

def 

0.5 

1.1 

14 

4.8 

0.0 

16.7 

4 

-11.1 

14 

Genesco 

def 

15 

5.8 

0.8 

4.9 

15 

1.7 

1.2 

7.2 

15 

P-D 

15 

Medians 

10.0 

9.0 

0.4 

7.5 

7.1 

2.3 

10.7 

-1.0 

TEXTILES— 

^^ 

Collins  &  Aikman 

14.3% 

1 

10.0% 

0.4 

78% 

1 

11.8% 

3  5% 

115% 

1 

5.1% 

2 

Fieldcrest  Mills 

10.3 

2 

11.2 

0.7 

7.6 

3 

7.5 

3.3 

7.0 

5 

0.6 

6 

Reeves  Brothers 

10.2 

3 

12.7 

0.2 

10.5 

2 

7.7 

4.4 

6.6 

6 

4.5 

5 

Burlington  Inds 

9.0 

4 

12.2 

0.6 

8.9 

4 

7.0 

43 

5.7 

9 

-2.1 

9 

Riegel   Textile 

8.2 

5 

12.4 

0.6 

8.4 

9 

5.8 

3.4 

7.5 

4 

0.2 

7 

United  Merch  &  Mfrs 

7.4 

6 

10.2 

0.8 

7.3 

8 

5.8 

2.9 

5.7 

8 

-1.0 

8 

West  Point-Pepperell 

6.9 

7 

12.0 

0.2 

10.4 

5 

6.4 

4.3 

5.0 

11 

-4.9 

10 

M  Lowenstein  &  Sons 

6.7 

8 

7.8 

0.7 

5.5 

10 

5.7 

2.0 

8.9 

3 

4.7 

4 

Cone  Mills 

6.6 

9 

10.5 

0.3 

9.2 

6 

6.2 

3.6 

5.5 

10 

7.7 

1 

Cannon  Mills 

6.1 

10 

4.6 

0.0 

4.5 

7 

6.1 

2.8 

3.5 

12 

-5.0 

11 

Springs  Mills 

5.4 

11 

8.5 

0.4 

6.4 

11 

4.7 

4.0 

10.7 

2 

4.8 

3 

J  P  Stevens 

4.6 

12 

11.1 

0.4 

8.6 

12 

3.9 

3.4 

3.2 

13 

-10.8 

12 

Dan  River 

3.1 

13 

8.3 

0.5 

6.1 

13 

3.1 

2.6 

6.2 

7 

-14.3 

13 

Medians  j 

6.9 

10.5 

0.4 

7.8 

6.1 

3.4 

6.2 

0.2 

SHOES m 

Melville  Shoe 

24.8% 

1 

17.5% 

0.2 

14.9% 

1 

20.6% 

36% 

17.6% 

1 

12.2% 

2 

McDonough 

16.3t 

2 

14.9 

0.4 

111 

4 

lilt 

3.7 

11.5« 

5 

14.7?* 

1 

Interco 

14.2 

3 

14.6 

0.2 

12.9 

2 

11.9 

4.4 

11.8 

3 

9.4 

3 

Brown  Group 

13.1 

4 

13.4 

0.4 

10.6 

3 

11.8 

3.5 

11.5 

4 

2.5 

4 

United  States  Shoe 

11.9 

5 

11.0 

0.5 

8.7 

5 

9.3 

2.7 

12.4 

2 

1.7 

5 

SCOA  Industries 

2.8 

6 

9.6 

1.2 

6.5 

6 

3.2 

0.9 

4.9 

6 

-26.1 

6 

Medians       13.7                   14.0         0.4 

10.9 

11.5           3.6 

11.7 

6.0 

Industry  Medians        8.9                  10.8         0.4 

8.1 

7.0           3.4 

9.9 

0.4 

Note:  Explanation  of  Yardstick  calculations  on  page  38.        fFour -year  average. 

{Four -year  growth. 

ftThree  year  growth. 

def— Deficit. 

P  D  Profit  to  deficit. 
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Run  thru  freights 


One  of  the  ways 
Santa  Fe  makes  its 
modern  western  railroad 
more  efficient  for  moving 
freight  to  and  from  the 
East,  South  and  Southeast 

Coast-to-Coast . . .  between  the  South,  Southeast  and  Cali- 
fornia . . .  also  between  major  cities  in  the  East  and  the  busy 
Midwest,  West  and  Southwest  territory,  freight  is  moving 
today  on  fast  Santa  Fe  schedules  coordinated  with  con- 
necting railroads. 

Trainloads  of  cars  and  trailers  move  without  switching 
delays  at  connecting  points. 

Communications,  power  and  crews  are  all  planned 
for  through  movement  which  speeds  delivery  of  freight 
to  destination. 

Run-thcu  service  saves  time.  More  important,  in  the 
use  of  energy,  moving  freight  by  rail  is  four  times  more 
efficient  than  truck,  and  over60  times  more  efficient  than  air. 


rA    k 


The  Atchison,  Topeka  and  ittHEi 


RAILWAY  COMFANY 

A  Santa  Fe  Industries  Company 


a  r, 


For  information  about  Santa  Fes  Run-Thru  service,  call  any  one  of 

our  sales  offices  coast-to-coast,  Honolulu,  Mexico  and  Tokyo, 

or  write  Dept.  333,  80  East  Jackson  Blvd.,  Chicago,  III.  60604 

for  folders  featuring  this  new  service 


The  RUN-THRU  fleet  via  Santa  Fe 

Streator  Run-Thru — Direct  operation  between  Penn  Cen- 
tral and  Santa  Fe  providing  coast-to-coast  service,  also 
fast  connections  for  traffic  between  eastern  market  cen- 
ters, California,  Texas  and  points  in  the  Southwest. 

The  Excelerator — Zippy  coast-to-coast  service  between 
New  York,  Pennsylvania,  Ohio,  and  California  points. 
Fifth  morning  delivery.  Erie  Lackawanna — Santa  Fe. 
Also  provides  direct  connections  for  Texas. 
Trancontinental  Highball — Coast-to-Coast  between  Rich- 
mond, Va.  and  Richmond,  California.  Also  direct  service 
for  Southern  California.  Seaboard  Coast  Line — Frisco- 
Santa  Fe  via  Avard,  Oklahoma. 

The  Whirlwind — Speedy  Missouri  Pacific — Texas  Pacific 
— Santa  Fe  service  between  the  South,  Southeast  and 
California  via  Sweetwater,  Texas. 
El  Venado — Direct  Rock  Island — Santa  Fe  service  from 
Memphis  and  Little  Rock  via  Amarillo  to  California. 

Dixie  Western  Connection — Illinois  Central  Gulf  brings 
Southeast  traffic  into  Argentine  Yard  (Kansas  City)  for 
fast  Santa  Fe  service  to  and  from  the  West  and  Southwest. 

Supercharger — Norfolk  and  Western  Run-Thru  service 
with  Santa  Fe  at  Argentine  Yard  (Kansas  City)  links 
Detroit  as  well  as  other  eastern  cities  with  California  and 
points  in  the  West  and  Southwest. 

Lomax  Run-Thru — Direct  service  between  Mid-America 
points  on  the  TP&W  to  Argentine  Yard  (Kansas  City)  for 
fast  connections  to  Santa  Fe  points  in  the  West,  Southwest 
and  Midwest. 

B-Line — The  Bieber  Route  up  the  West  Coast  between 
Southern  California — Phoenix,  Seattle  and  Vancouver. 
Santa  Fe — Western  Pacific — Burlington  Northern. 


er  coaster,"  complained  one  food  man. 

CPC  International  was  lucky;  its 
roller  coaster  was  going  straight  up. 
All  its  lower-priced  hunger-satisfying 
items  like  peanut  butter,  mayonnaise, 
cooking  oils  and  margarines  sold  well. 
So  did  CPC's  corn-based  sugar  sub- 
stitutes and  those  made  by  Standard 
Brands.  CPC's  returns  for  the  latest 
12  months  moved  up  several  notches 
on  the  Forbes  Profitability  Yard- 
sticks; Standard  Brands  stayed  up. 

Norton  Simon's  1974  showing  was 
a  kind  of  reverse  to  the  rest  of  the 
economy;  a  poor  first  half,  a  pretty 
good  second  half.  The  problem  was 
price  controls;  once  they  were  off, 
Norton  Simon's  diversified  product 
lines— basic  things  like  tomato  sauces, 
oils,  soft  drinks  and  liquor,  plus  cos- 
metics—were a  big  help. 

At  the  two  extremes  of  the  con- 
sumer goods  markets  are  products  of 
affluence— cameras,  cosmetics  and  the 
like— and  everyday  products— soap, 
toothpaste  and  so  on.  Avon,  Polaroid, 
Eastman  Kodak  and  Bell  &  Howell 
mainly  sell  products  of  affluence;  all 


had  disappointing  years.  Procter  & 
Gamble,  making  everyday  products, 
had  a  good  year.  So  did  rival  Colgate. 
There  are  luxuries  and  there  are 
necessities.  The  trouble  with  this  dis- 
tinction is  it  fails  to  allow  for  the  fact 
that  there  are  psychological  necessi- 
ties as  well  as  physical  necessities.  By 
no  stretch  of  the  imagination  is  to- 
bacco a  physical  necessity;  in  fact, 
cigarettes  are  very  bad  for  people. 
Nevertheless,  cigarettes  should  prove 
to  be  recession-resistant;  cigarette 
consumption  is  up,  though  Loews' 
(Lorillard)  and  American  Brands' 
older  brands  seem  to  be  slipping. 

Health  First 

Sickness  and  hypochondria  general- 
ly ignore  the  ups  and  downs  of  the 
economy.  Once  again,  therefore,  the 
health-care  companies  came  through 
a  troubled  year  with  banners  high. 
Americans  spent  $104.2  billion  on 
health  care  last  year,  7.7%  of  the  gross 
national  product— up  from  $94.2  bil- 
lion in  1973.  Best  of  all,  the  health- 
care companies'  overseas  growth  pros- 


pects seem  to  be  almost  endless. 

Pfizer  attains  65%  of  its  pretax  in- 
come from  foreign  operations.  Merck, 
Squibb,  Schering-Plough,  Upjohn 
and  Eli  Lilly  get  some  40%  of  their 
earnings  overseas.  Not  only  is  that 
market  larger,  but  it  is  possible  to 
introduce  a  new  drug  faster  on  av- 
erage, abroad  than  in  the  U.S.  In 
England  last  fall  Pfizer  brought  out 
Minipress,  a  new  anti-high-blood 
pressure  drug  with  excellent  promise. 
It  was  the  introduction  abroad  of 
Mecadox,  an  antibiotic  for  pigs,  that 
is  currently  giving  Pfizer's  foreign 
earnings  a  significant  boost.  Pfizer, 
thanks  in  part  to  pigs,  moved  up  a 
notch  or  two  in  profitability  last  year. 

Small  ailments  as  well  as  big  ones 
constitute  a  growth  market.  Compa- 
nies with  large  nonethical  drug  op- 
erations, like  Bristol-Myers,  American 
Home  Products  and  Sterling  Drug, 
also  have  fared  well  with  products 
like  Excedrin,  Dristan  and  Bayer  as- 
pirin. Combining  both  ethical  drugs 
and  headache  potions,  these  balanced 
health-care  companies  are  among  the 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

Net 

Company 

5-Yur 

5-Year 

Latest 

Equity 

Latest 

5- Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

Loews 

247% 

1 

15.9% 

2.1 

6.6% 

6 

7.0% 

5.7% 

29.2% 

1 

26.2% 

1 

R  J  Reynolds  Inds 

22.9 

2 

24.3 

0.3 

14.8 

1 

14.8 

7.4 

10.0 

4 

9.1 

4 

Philip  Morris 

22.3 

3 

20.8 

0.6 

13.7 

2 

13.6 

5.7 

19.5 

2 

19.9 

2 

American  Brands 

14.4 

4 

14.2 

0.5 

10.0 

3 

10.5 

3.9 

10.9 

3 

7.2 

5 

Liggett  &  Myers 

11.0 

5 

10.7 

0.4 

7.4 

5 

8.1 

4.1 

4.9 

7 

5.6 

6 

Havatampa  Cigar 

9.5 

6 

9.2 

0.2 

8.2 

4 

8.9 

0.8 

8.0 

5 

9.1 

3 

General  Cigar 

7.6 

7 

6.4 

0.4 

6.0 

7 

6.4 

1.4 

5.0 

6 

4.0 

7 

Medians       14.4 

mil  FTRIFS  X.  POSMFTIP0 

14.2 

0.4 

8.2 

8.9 

4.1 

10.0 

9.1 

lUILLImCd  01  IsUOIflLlll 

Avon  Products 

36.9% 

1 

27.9% 

0.0 

26.3% 

1 

33.3% 

10.1% 

15.4% 

2 

12.7% 

1 

Gillette 

25.6 

2 

23.8 

0.4 

17.3 

2 

19.3 

7.6 

14.4 

3 

6.2 

4 

Chesebrough-Pond's 

20.5 

3 

19.0 

0.2 

16.5 

3 

16.0 

7.9 

16.9 

1 

9.6 

3 

Revlon 

19.0 

4 

19.3 

0.5 

13.0 

4 

13.5 

8.4 

9.8 

4 

10.3 

2 

American  Cyanamid 

13.4 

5 

16.8 

0.3 

13.4 

5 

11.4 

8.8 

7.5 

5 

3.5 

5 

Medians 

20.5 

19.3 

0.3 

16.5 

16.0 

8.4 

14.4 

9.6 

Clorox 

26.7% 

1 

16.5% 

0.4 

12.8% 

1 

20.6% 

3.4% 

17.3% 

1 

8-7% 

3 

Procter  &  Gamble 

18.8 

2 

18.1 

0.1 

15.2 

2 

16.1 

6.4 

9.5 

4 

11.4 

1 

Colgate-Palmolive 

14.7 

3 

16.5 

0.1 

14.5 

3 

14.5 

4.1 

12.3 

2 

9.6 

2 

Purex 

10.2 

4 

12.4 

0.4 

9.5 

4 

7.9 

4.0 

9.6 

3 

-2.3 

5 

Scott  Paper 

9.1 

5 

12.9 

0.3 

9.7 

6 

7.2 

6.9 

7.0 

6 

-2.4 

6 

Kimberly-Clark 

9.1 

6 

16.1 

0.3 

12.2 

5 

7.4 

6.9 

8.5 

5 

1.2 

4 

Medians 

12.5 

16.3 

0.3 

12.5 

11.2 

5.3 

9.6 

5.0 

PHOTO  EOUIPMENT— 

Eastman  Kodak 

20.9% 

1 

19.2% 

0.0 

18.1% 

1 

19.6% 

13.5% 

92% 

2 

8.7% 

1 

Bell  &  Howell 

10.4 

2 

10.4 

0.1 

8.5 

3 

9.0 

4.1 

7.3 

3 

5.6 

2 

Polaroid 

10.1 

3 

6.5 

0.0 

6.5 

2 

10.1 

5.3 

11.0 

1 

-0.5 

3 

Medians       10.4 


10.4 


0.0 


8.5 


10.1 


5.3 


9.2 


5.6 


Industry  Medians       14.7 


16.5 


0.3 


12.8 


11.4 


5.7 


9.8 


8.7 


Note:  Explanation  of  Yardstick  calculations  on  page  38. 
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Wherever  there's  oil, 

there's  U.S.  Steel 

or,  How 

US.  Steels  OILWELL  Division 

grew  up  with  the 

oil  industry. 


In  1862,  three  years  after  Col.  Drake 
drilled  the  first  oil  well,  a  shrewd  Yankee 
named  John  Eaton  started  the  world's  first 
oil  well  supply  business.  He  was  shrewd 
because  he  refused  to  throw  his  hard- 
earned  money  down  a  dry  hole,  but  saw 
prospects  in  supplying  a  new,  exciting  in- 
dustry. He  brokered  equipment,  manufac- 
tured drilling  and  producing  tools,  and 
opened  oil  field  supply  stores  practically 
as  fast  as  new  discoveries  were  made. 

Recognizing  a  good  thing,  U.S.  Steel 
bought  OILWELL  in  1930,  taoperate  as  a 
subsidiary  to  distribute  tubular  goods  for 
the  petroleum  industry.  Along  the  way, 
someone  devised  the  slogan,  "Wherever 
there's  oil,  there's  OILWELL'.'  Today,  it's 
as  true  as  ever  in  free  world  countries. 
OILWELL  is  one  of  the  largest  domestic 
producers  of  oil  field  machinery,  and  dis- 
tributesjupwards  of  50,000  items  through 
some  80  stores  in  the  U.S.A.  and  overseas. 

John  Eaton  wouldn't  believe  his  eyes 
if  he  could  see  OILWELL's  drilling  and  pro- 
duction machinery  products  today.  Many 
of  the  world's  largest  rigs  for  offshore  drill- 
ing are  equipped  with  OILWELL  drilling 
machinery  consisting  of  drawworks,  drives, 
mud  pumps,  rotaries,  swivels  and  blocks, 
all  designed  for  the  drilling  capability  re- 
quired. On  land,  OILWELL  machinery 
equips  one  of  the  world's  largest  trailer- 


mounted  drilling  rigs  that  can  be  broken 
down  and  hauled  across  desert  sands  on 
six  huge  trailers.  For  inaccessible  areas, 
specially  designed  machinery  that  can  be 
broken  down  into  4,000#  packages  and 
helicoptered  to  the  site. 

1974  was  a  record  year  for  OILWELL 
in  sales.  Domestically,  at  least  10  years  of 
solid  demand  for  oil  and  gas  exploration 
and  production  equipment  will  be  needed 
to  keep  pace  with  energy  needs.  Overseas, 
growing  demand  for  oil  and  gas  has  created 
a  boom  for  drilling  machinery.  Other 
markets  look  strong  for  OILWELL  pumps 
and  related  equipment  used  in  hydro- 
carbon process,  mining,  chemical,  plastics, 
steel,  paper,  slurry  pipelines,  utility  and 
power,  and  allied  industries. 

With  the  oil  and  gas  situation  being 
what  it  is  today,  including  the  search  for 
national  self-sufficiency,  it  looks  like 
OILWELL  has  a  bigger  than  ever  oppor- 
tunity to  contribute. 

U.S.  Steel,  600  Grant  Street,  Pitts- 
burgh, Pa.  15230. 

USS  and  OILWELL  are  registered  trademarks. 

(USS)  WeYe  involved. 


most    profitable     companies     on     the 
Forbes  Yardsticks. 

For  a  while  in  1973  and  1974, 
textiles  and  apparel  looked  as  though 
they  had  finally  moderated  the  long- 
time boom-or-bust  nature  of  their 
business.  Alas,  it  was  only  an  illusion. 
Up  until  late  summer  the  profits  were 


pouring  in.  Suddenly,  around  Sep- 
tember, the  situation  began  to  change 
—for  the  worse. 

In  short,  the  recession  that  was  pick- 
ing up  momentum  as  1974  ended  was 
different  from  other  recessions  of  the 
past  two  decades.  For  one  thing,  the 
precipitousness   of  the   drop   was   un- 


expected. For  another  thing,  it  looked 
as  if  the  recession  would  hit  the  con- 
sumer goods  companies  harder  than 
any  previous  recent  recession.  The  un- 
answered—and scary— question  was: 
Was  this  just  a  turn  in  the  normal 
business  cycle— or  was  it  the  end  of 
an  era  of  a  rising  standard  of  living?  ■ 


CONSUMER  GOODS  —  FOOD  &  DRINK:   Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Medians       15.2 


15.4 


0.3 


11.7 


12.6 


4.4 


10.8 


Earnings/Share 


Debt/ 

Net 

Company 

5-VMr 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5- Year 

Profit 

5-Year         5-Year 

5- Year        5-Yc  a 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average          Rank 

Average 

Rank 

Beatrice  Foods 

16.6% 

1 

16.3% 

0.3 

13.4% 

1 

14.6% 

3.3% 

20.3% 

3 

9.1% 

5 

Ralston  Purina 

15.6 

2 

16.8 

0.5 

11.7 

3 

11.2 

3.0 

12.0 

7 

10.1 

4 

General  Mills 

15.2 

3 

17.6 

0.6 

12.1 

9 

10.1 

3.7 

4 

7.0 

8 

Standard  Brands 

15.0 

4 

15.4 

0.4 

10.3 

8 

9.3 

3.1 

8.6 

13 

6.9 

9 

Norton  Simon 

14.9 

5 

13.3 

0.3 

9.1 

10 

4.5 

7.3 

21 

14.0 

2 

CPC  International 

14.2 

6 

15.7 

0.3 

12.4 

7 

10.8 

3.5 

9.8 

10 

3.6 

16 

Consolidated  Foods 

13.7 

7 

12.1 

0.3 

9.7 

5 

11.0 

2.9 

11.0 

9 

7.7 

7 

Campbell  Soup 

13.5 

8 

14.5 

0.0 

13.7 

2 

13.2 

5.8 

7.7 

19 

6.4 

12 

General  Foods 

134 

9 

14.0 

0.3 

10.4 

6 

11.0 

3.7 

8.9 

12 

1.1 

17 

Kraftco 

12.6 

10 

12.2 

0.2 

10.8 

4 

11.2 

2.4 

7.7 

20 

5.0 

13 

Riviana  Foods 

12.5 

11 

14.1 

0.5 

9.5 

11 

9.0 

2.3 

24.5 

2 

12.2 

3 

Pillsbury 

11.8 

12 

15.0 

0.8 

9.6 

12 

8.4 

2.9 

11 

6.5 

11 

Kane-Miller 

11.0 

13 

14.8 

0.8 

11.1 

14 

7.8 

1.5 

30.5» 

1 

26.2*t 

1 

H  J  Heinz 

10.6 

14 

13.8 

0.3 

10.7 

13 

8.4 

3.8 

11.1 

8 

6.8 

10 

Borden 

9.9 

15 

10.8 

0.3 

8.3 

15 

7.5 

2.7 

8.2 

15 

4.5 

15 

Castle  &  Cooke 

9.5 

16 

12.9 

0.6 

9.2 

16 

7.1 

4.3 

13.3 

6 

7.7 

6 

Fairmont  Foods 

8.8 

17 

10.3 

0.6 

7.6 

17 

7.1 

1.4 

8.1 

16 

-2.5 

19 

Pet 

8.6 

18 

9.9 

0.4 

7.5 

18 

6.7 

2.4 

8.6 

14 

4.5 

14 

DiGiorgio 

8.4 

19 

2.7 

0.8 

2.6 

19 

6.1 

0.4 

8.1 

17 

-0.3 

18 

United  Brands 

def 

20 

def 

0.8 

def 

20 

1.3 

def 

13.4 

5 

P-D 

20 

Ward  Foods 

def 

21 

def 

7.0 

def 

21 

def 

def 

8.0 

18 

P-D 

20 

Medians 

12.5 

13.8 

0.4 

9.7 

9.0 

2.9 

9.0 

6.5 

Kellogg 

22.6% 

1 

23.0% 

0.1 

20.0% 

1 

20.4% 

7.7% 

10.9% 

3 

8.2% 

4 

Carnation 

16.2 

2 

16.9 

0.3 

13.5 

3 

13.2 

4.2 

9.4 

7 

12.7 

1 

taster 

15.3 

3 

28.4 

0.3 

15.8 

9 

9.1 

3.1 

10.2 

6 

11.7 

2 

Wm  Wrigley  Jr 

14.4 

4 

12.3 

0.0 

11.9 

2 

14.3 

6.5 

7.4 

11 

3.4 

7 

Nabisco 

14.2 

5 

10.5 

0.6 

7.1 

6 

11.1 

2.4 

11.7 

2 

1.2 

9 

Campbell  Taggart 

14.1 

6 

15.2 

0.2 

12.1 

5 

12.0 

2.6 

9.2 

9 

8.1 

5 

Quaker  Oats 

14.1 

7 

13.5 

0.5 

9.7 

7 

10.7 

3.3 

10.5 

4 

10.0 

3 

Gerber  Products 

13.4 

8 

9.9 

0.0 

9.5 

3 

13.2 

3.9 

7.0 

12 

0.4 

11 

Hershey  Foods 

11.9 

9 

12.1 

0.3 

9.4 

8 

9.7 

3.9 

10.2 

5 

-3.6 

12 

Del  Monte 

11.0 

10 

16.4 

0.5 

11.2 

10 

7.7 

4.0 

9.2 

8 

1.5 

8 

Green  Giant 

9.8 

11 

11.5 

0.5 

7.4 

11 

6.8 

2.5 

13.5 

1 

4.0 

6 

Stokely-Van  Camp 

7.3 

12 

9.7 

0.3 

7.8 

12 

6.4 

2.4 

5.7 

13 

0.8 

10 

Interstate  Brands 

6.6 

13 

5.8 

0.6 

4.7 

13 

5.2 

0.7 

7.5 

10 

-8.2 

13 

Libby,  McNeill 

0.3 

14 

8.9 

0.4 

7.2 

14 

1.0 

2.6 

4.2 

14 

P-D 

14 

American  Bakeries 

def 

15 

def 

0.4 

def 

15 

def 

def 

3.3 

15 

P-D 

14 

Medians 
DRINKS  — 

13.4 

12.1 

0.3 

9.5 

9.7 

3.1 

9.2 

1.5 

i/iiiiiiiw  wm 

Coca-Cola 

27.0% 

1 

24.6% 

0.0 

23.3% 

1 

24.7% 

9.5% 

12.4% 

5 

12.8% 

2 

Heublein 

19.5 

2 

20.8 

0.7 

13.9 

5 

12.8 

4.1 

19.0 

1 

9.3 

5 

Pepsico 

18.2 

3 

17.2 

0.4 

12.2 

3 

13.2 

4.4 

15.7 

2 

9.4 

4 

Jos  Schlitz  Brewing 

17.9 

4 

19.7 

0.2 

15.6 

2 

14.3 

7.1 

14.0 

3 

16.5 

1 

Anheuser-Busch 

16.9 

5 

11.8 

0.2 

9.3 

6 

12.4 

4.4 

13.0 

4 

12.2 

3 

Hiram  Walker 

13.4 

6 

13.6 

0.0 

12.8 

4 

13.1 

7.4 

5.4 

9 

6.6 

8 

Pabst  Brewing 

12.5 

7 

7.6 

0.0 

6.8 

7 

11.6 

3.1 

7.6 

7 

7.0 

6 

National  Distillers 

9.9 

8 

17.1 

0.5 

11.2 

9 

6.8 

5.9 

5.0 

10 

5.4 

9 

Seagram 

9.1 

9 

10.1 

0.4 

8.0 

8 

7.6 

4.4 

6.5 

8 

6.9 

7 

F  &  M  Schaefer 

1.6 

10 

1.1 

2.0 

2.7 

10 

3.0 

0.2 

9.2* 

6 

P-D 

10 

8.2 


Industry  Medians       13.0                   13.4         0.4 

9.7 

9.9           3.2           9.2 

6.6 

Note:  Explanation  of  Yardstick  calculations  on  page  38.        tFour-year  growth. 

{{Three-year  growth. 

def— Deficit.        P-D  Profit  to  deficit 
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There  are  good  conglomerates  and  bad  conglomerates,  but 
they  all  seem  a  puzzle  to  Wall  Street. 


Other  businessmen  gave  up  com- 
plaining about  their  low  stock  prices 
long  ago.  Not  the  conglomerate 
bosses,  however.  Proud,  highly  com- 
petitive men  by  nature— the  creators 
of  their  companies  in  most  cases— 
their  egos  are  as  badly  dented  as  their 
pocketbooks  by  today's  rock-bottom 
conglomerate  multiples  of  between 
one  and  five  times  earnings.  The  av- 
erage Big  Board  stock  goes  for  sev- 
en to  eight  times  earnings. 

"By  the  time  our  dividend  reaches 
$10,  our  stock  will  probably  be  at  $2 
in  the  market,"  grumbles  Chairman 
Edward  S.  Reddig  of  White  Consoli- 
dated Industries.  That's  hyperbole, 
but  not  extreme.  Reddig  figures  White 
will  earn,  fully  diluted,  about  $3.20  a 
share  in  1975,  vs.  about  $2.70  in 
1974,  yet  its  shares  sell  below  $8. 

So  out  of  favor  are  the  conglom- 
erates that  investors  frequently  ignore 
the  fact  that  they  contain  very  strong 
divisions.  For  example,  you  can  buy 
well-run  Mack  Trucks  at  a  low  multi- 
ple  and   get   an   excellent   aerospace 


company  (Garrett)  plus  a  bundle  of 
cash  in  the  bargain  by  buying  Signal 
Cos.  shares.  LTV  and  Lykes-Youngs- 
town  sell  for  not  much  more  than 
one  times  earnings.  But  the  largest 
part  of  their  earnings  comes  from 
Jones  &  Laughlin  Steel  and  Youngs- 
town  Sheet  &  Tube,  both  of  which 
are  major  steel  companies.  This  at  a 
time  when  other  major  steel  stocks 
sell  around  four  times  earnings. 

Or  take  Kaiser  Industries.  A  con- 
glomerate, it  currently  sells  at  two 
times  earnings.  Yet  its  two  biggest 
holdings,  Kaiser  Steel  and  Kaiser 
Aluminum  &  Chemical,  are  in  boom- 
ing industries. 

Quite  a  few  other  low-multiple 
conglomerates  are  making  good  mon- 
ey from  good  businesses,  as  the  fig- 
ures in  the  accompanying  Forbes 
Yardsticks  tables  show.  Why  are  they 
such  poison  in  the  marketplace? 

Fred  Sullivan,  board  chairman  of 
Walter  Kidde,  thinks  he  knows  why. 
It's  not  just  continued  fallout  from  the 
go-go  years,  when   conglomerates   as 


a  group  earned  a  reputation  as  the 
bad  guys  of  American  industry.  Even 
skeptics  now  admit  that  there  are 
some  "good"  conglomerates— sound, 
growing  companies— around.  In  Sul- 
livan's view,  conglomerate  stocks  are 
paying  the  price  of  complexity.  "Ana- 
lysts like  things  nice  and  simple,"  he 
says,  "like  McDonald's.  Either  they 
like  the  hamburger  business  or  they 


MULTICOMPANIES  —  MULTI-INDUSTRY:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Company 

5-Yeer 

Avenge 

5  Year 
Rank 

Latest 
12  Months 

Debt/ 
Equity 
Ratio 

Latest 
12  Months 

5- Year 
Rank 

5-Year 

Average 

Net 
Profit 
Margin 

5-Year 
Average 

5-Year 
Rank 

5-Year 
Average 

5-Year 
Rank 

Minn  Mining  &  Mfg 
General  Electric 

20.4% 
17.2 

1 

2 

20.8% 
18.0 

0.1 

0.3 

19.1% 

14.5 

1 
2 

19.0% 
14.2 

11.0% 
4.7 

11.5% 
6.9 

3 
12 

10.2% 
8.2 

3 
4 

Ingersoll-Rand 

16.2 

3 

18.3 

0.3 

15.4 

4 

13.7 

7.6 

11.7 

2 

3.8 

13 

Speny  &  Hutchinson 

14.9 

4 

7.3 

0.1 

7.0 

3 

13.9 

2.9 

6.7 

15 

1.4 

17 

Union  Carbide 

13.1 

5 

21.9 

0.4 

15.2 

6 

9.5 

9.4 

6.8 

14 

4.9 

11 

Genl  Tire  (Rubber 

12.6 

6 

12.8 

0.5 

9.3 

7 

9.3 

4.8 

3.8 

19 

7.4 

5 

*     Ettra 

12.1 

7 

13.5 

0.2 

11.3 

5 

11.1 

4.6 

9.1 

5 

6.3 

8 

Martin  Marietta 

12.1 

8 

16.9 

0.6 

10.6 

15 

7.6 

7.2 

7.9 

8 

6.0 

9 

tappers 

11.5 

9 

20.9 

0.4 

14.3 

9 

8.3 

6.5 

8.1 

7 

11.1 

2 

Speny  Rand 

10.8 

10 

12.2 

0.3 

9.3 

8 

8.6 

4.3 

7.8 

9 

7.3 

6 

N  L  Industries 

10.5 

11 

17.3 

0.6 

11.1 

14 

7.6 

4.8 

7.2 

11 

-4.1 

20 

FMC 

10.1 

12 

14.6 

0.4 

10.3 

12 

7.9 

4.9 

5.6 

16 

-1.3 

19 

National  Distillers 

9.9 

13 

17.1 

0.5 

11.2 

17 

6.8 

5.9 

5.0 

18 

5.4 

10 

PPG  Industries 

9.8 

14 

12.3 

0.4 

9.4 

16 

7.6 

5.9 

6.9 

13 

6.7 

7 

Bendix 

9.6 

15 

12.0 

0.4 

9.4 

11 

7.9 

3.1 

9.9 

4 

0.7 

18 

Borg-Wamer 

9.4 

16 

10.5 

0.2 

9.2 

10 

8.1 

3.9 

7.6 

10 

3.0 

14 

Westinghouse  Elec 

9.4 

16 

6.5 

0.3 

5.3 

13 

7.7 

2.0 

12.2 

1 

2.0 

15 

GAF 

7.7 

18 

11.7 

0.4 

7.6 

18 

5.4 

3.7 

8.1 

6 

4.5 

12 

Kaiser  Industries 

5.2 

19 

11.9 

0.1 

10.2 

19 

4.9 

22.1 

-15.5 

21 

1.6 

16 

Allis-Chalmers 

3.5 

20 

5.4 

0.4 

4.6 

20 

3.2 

1.8 

5.0 

17 

27.0 

1 

Olin  Corp 

3.2 

21 

11.2 

0.5 

8.0 

21 

2.9 

4.6 

3.1 

20 

-22.5 

21 

Industry  Medians       10.5 


12.8 


0.4 


10.2 


7.9 


4.8 


72 


A3 


Note:  Explanation  of  Yardstick  calculations  on  page  38. 
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don't.  It's  more  complicated  in  the 
case  of  a  Gulf  &  Western.  They  have 
to  ask  whether  it  will  make  another 
Godfather.  Whether  housewives  will 
rebel  against  sugar  prices.  And  what 
Chairman  Bluhdom  will  do  next." 

Then  too,  conglomerates  (see  Yard- 
slicks  below),  as  opposed  to  their 
staid  cousins,  the  multi-industry  com- 
panies, must  often  pay  a  price  for 
venturesomeness,  once  thought  to  be 
a  free-enterprise  virtue.  A  McDon- 
ald's, for  example,  isn't  apt  to  sudden- 
ly try  to  rescue  a  Lockheed,  as  Tex- 
tron did  last  June.  Textron  had  long 
been  a  highly  regarded  conglomerate. 
But  after  the  Lockheed  deal  was  an- 
nounced, Textron 's  shares  plunged  33%, 


to  a  multiple  of  under  five. 

"I  am  not  emotionally  committed 
to  the  Lockheed  deal,"  says  a  slightly 
shaken  Textron  Chairman  G.  William 
Miller— meaning  he  wasn't  on  the  kind 
of  ego  trip  that  had  destroyed  oth- 
er conglomerates.  "In  hindsight,  I  con- 
cede that  the  timing  of  the  Lock- 
heed move  may  have  been  a  mis- 
take—not because  we  weren't  fully 
protected  financially— we  are  fully  pro- 
tected—but because  of  the  psycholog- 
ical impact  on  our  investors." 

Some  of  the  low  multiples,  of 
course,  are  richly  deserved.  Outfits 
like  Avco,  Bangor  Punta,  City  Invest- 
ing, Litton  Industries  and  Whittaker 
not  only  have  problems  to  spare,  but 


also  carry  a  heavy  debt  burden.  For 
them  it  is  not  just  a  question  of  earn- 
ings; it  is  a  question  of  liquidity— 
and  thus  survival.  Avco  has  skipped 
preferred  dividends.  USI  has  cut  its 
cash  dividend  72%  and  had  its  com- 
mercial paper  sharply  downgraded. 

USI  is  the  most  conglomerated  con- 
glomerate of  them  all.  It  absorbed 
more  than  100  smallish  companies  on 
the  theory  that  it  could  help  entre- 
preneurs to  do  better  by  giving  them 
centralized  staff  assistance  they  could 
not  afford  on  their  own.  Instead,  it 
acquired  a  multitude  of  headaches 
that  the  USI  staff  couldn't  begin  to 
cope  with.  Now,  with  four  presidents 
in   14  months,  the  company  is  trying 
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to  consolidate  110  divisions  into  27. 
"USI  defies  intelligent  analysis,"  says 
portfolio  manager  (for  Windsor  and 
Gemini  funds)  John  Neff,  a  former 
believer  in  USI.  "It's  a  basket  case. 
However,  I  won't  sell  at  this  price  be- 
cause the  market  is  predicting  USI 
will  go  belly  up  and  I  don't  believe  it." 
Perhaps  wrongly,  however,  "con- 
glomerate" is  a  dirty  word.  Yet  con- 
glomerates have  been  around  long 
enough  now  to  prove  that  unrelated 
diversity,  if  not  always  a  virtue,  is 
not  always  a  handicap  either.  Chair- 
man Justin  Dart  of  Dart  Industries,  a 
reasonably  successful  conglomerate,  is 
very  frank:  The  idea  that  a  common 
theme  is  necessary  is  a  lot  of  public  re- 
lations "baloney." 

Mother  Of  Invention 

Dart's  company  is  really  an  exam- 
ple of  the  "conglomerate  of  despera- 
tion." Things  were  so  bad  in  its  ba- 
sic business,  the  Rexall  drug  chain, 
that  it  had  to  diversify.  Singer,  stung 
by  Japanese  sewing  machine  imports 
in  the  Fifties  is  another  such  compa- 
ny—though its  diversification,  unlike 
most  of  Dart's,  has  turned  out  bad- 
ly. Singer,  headed  downhill  for  half  a 
dozen  years  now,  is  back  in  bad  shape 
again.  Some  other  conglomerates  of 
desperation:  Northwest  Industries, 
which  was  forced  to  diversify  away 
from  its  ailing  and  now  spun-off  rail- 
road base;  SCM  Corp.,  which  was  in 
trouble  as  an  office  equipment  com- 
pany; and  Eltra,  which  had  to  branch 
out  after  it  sold  its  Autolite  name 
and  biggest  battery  plant  to  Ford.  All 
were  specialists  who  had  to  diversify 
or  decline. 

Some  diversified  well,  some  badly. 
Some  are  staggering  under  heavy  debt 
loads,  but  not  all  of  them:  Eltra,  for 
example,  is  a  very  conservatively  cap- 
italized and  well-run  company. 

The  point  is:  Why  tar  them  all 
with  the  same  brush? 

Take  Rockwell  International.  You 
have  to  call  it  a  conglomerate,  really. 
It  is  in  defense,  in  computers,  in  elec- 
tronics, in  auto  parts,  in  TV  sets,  in 
printing  equipment.  Yet  everyone 
would  concede  that  it  is  a  well-run 
company.  It  has  shown  an  ability  to 
perform  that  most  difficult  feat:  buy- 
ing weak  companies  and  turning  them 
into  strong  ones.  Right  now  it  has  its 
hands  full  trying  to  straighten  out 
Admiral  Corp.^  which  it  acquired  last 
April.  Admiral,  a  weak  TV  producer, 
was  doubly  hard  hit  by  the  slump  in 
color-set  sales.  But  Rockwell's  man- 
agers have  handled  tough  jobs  before. 
Look  at  their  progress  in  straighten- 
ing out  Collins  Radio  and  its  computer 
operations.  And  remember,  because 
Collins  was  a  troubled  company, 
Rockwell  got  both  its  computer  and 
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And  that's  a  nice  arrangement,  any  way  you  slice  it.  Fact  is,  159  of 
America's  "Top  500"  companies  operate  436  plants  in  Iowa. 

You'll  like  Iowa,  too. 


Richard  I.  Powell,  Director,  Development  Division 

Iowa  Development  Commission,  250  Jewett  Bldg.  Dept.  FO-1 

Des  Moines,  Iowa  50309 

I'm  interested  in  Iowa.  Send  me  facts. 
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HowIU 
sweetens  the  pot 


C.  Brewer  and  Company,  IU's 
Hawaiian-based  subsidiary,  is  a 
leading  producer  of  sugar,  one  of 
the  largest  international  distribu- 
tors of  molasses  for  livestock 
feed,  and  the  world's  major  pro- 
ducer of  macadamia  nuts. 

A  149-year-old  company, 
Brewer  is  growing  its  business  in 
both  agriculture  and  land  devel- 
opment. In  addition,  it  is  a  leader 
in  agribusiness  engineering  and 


management,  with  projects  under 
way  from  Iran  to  Indonesia. 

Along  with  energy  and  trans- 
portation/distribution, environ- 
mental management  is  one  of  the 
growing  markets  that  has  made 
IU  a  $2  billion  company. 

To  learn  more,  write 
Corporate  Affairs,  Department 
C20,  IU  International,  1500 
Walnut  Street,  Philadelphia, 
Pennsylvania  19102. 


Si 

International 


SERVING  WORLDWIDE  ENERGY.  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 
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communications  equipment  business 
for  only  $116  million;  it  cost  Xerox 
about  $1  billion  to  get  into  computers 
by  buying  a  successful  company. 

You  can't  say  it  too  often:  There 
is  no  such  thing  as  a  typical  conglom- 
erate. Each  is  a  case  in  itself.  White 
Consolidated  has  a  machinery  theme 
running  through  all  its  acquisitions. 
It  tries  to  turn  sick  companies  into 
healthy  ones  by  improving  manufac- 
turing efficiency.  "Most  of  our  com- 
panies," says  White's  Chairman  Red- 
dig,  "have  been  around  for  years, 
some  of  them  for  150  years.  We've  just 
given  them  modern  management  and 
some  new  momentum."  White  does 
well  in  building  steel  mill  equipment, 
but  it  also  does  well  turning  out  ap- 
pliances for  companies  like  Sears, 
Roebuck. 

"The  multi-industry  approach  has 
been  working,"  says  Sidney  Heller  of 
Sterling,  Grace  &  Co.  TRW  should 
have  been  badly  hurt  by  the  decline  in 
auto  production.  It  was,  but  what  it 
lost  there,  it  made  up  in  other  areas, 
such  as  computer-based  services  and 
electronic  and  energy-related  products. 
In  all,  TRW  managed  to  show  a  small 
earnings  gain  in  1974  and  is  likely  to 
do  so  again  in  1975. 

International  Telephone  &  Tele- 
graph was  not  so  successful  last  year. 
Too  many  trouble  spots  in  its  far- 
flung  empire:  underwriting  losses  at 
Hartford  Fire  Insurance;  operating 
losses  in  Argentina;  currency  hedging 
costs;  and  sharply  higher  tax  rates 
in  Europe.  Rut  ITT's  legendary  Har- 
old S.  Geneen  has  been  slashing  away 
at  costs.  Rarring  an  economic  disaster 
ITT  should  get  back  on  the  track 
with  a  good  earnings  gain  in  1975— a 
new  record,  in  fact. 

Same  Difference? 

What's  the  difference,  really,  be- 
tween a  conglomerate  and  a  highly 
diversified  multicompany  like  General 
Electric,  Minnesota  Mining  or  Union 
Carbide?  Maturity,  chiefly,  and  with 
it  usually  a  lower  debt  burden,  a 
proven  earnings  record,  an  established! 
management  tradition. 

If  not  all  the  conglomerates  are  suc- 
cessful, neither  are  all  the  multicom-' 
panies.     Westinghouse— as     the     past 
year    has    proven— is    no    GE.    Allis- 
Chalmers  is  both  mature  and  diversi 
fled— but  not  very  profitable. 

As  time  passes,  it  seems  inevitable 
that  the  market  will  stop  lumping  all 
conglomerates  together  and  begin  to 
realize  that  some  of  them  arc  quality 
operations,  while  others  arc  just  col- 
lection! of  weak  companies  thai  pain 
no  strength  by  being  combined. 

Conglomerate  is  a  relatively  new 
(cnn.   It  is  not  really  such  a  new   form 

of  business  organization.  ■ 
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Was  1974  a  flash  in  the  pan  for  steel  and  metals 
companies?  Probably  not.  The  recession  will  hurt, 
but  for  most,  long-term  profitability 
has  definitely  improved. 


A  couple  of  years  ago  Lykes- 
Youngstown  was  a  very  sick  compa- 
ny. The  country's  eighth-largest  steel 
producer  was  barely  earning  a  prof- 
it. It  had  a  frightening  debt-to-equity 
ratio.  Its  preferred  dividends  were 
in  arrears.  Its  bonds  sold  at  a  steep 
discount.  Its  plant  was  among  the 
industry's  most  antiquated.  Its  very 
survival  was  in  question. 

But  look  now!  Last  year  Lykes- 
Youngstown  earned  record  profits, 
boosting  its  return  on  equity  to  near- 
ly 30%  and  its  return  on  capital  to 
just  under  10%.  It  was  able  to  erase  its 
dividend  arrears,  pare  down  its  debt, 
even  launch  a  $200-million  moderni- 
zation-and-expansion  program. 

What  was  true  for  Lykes- Youngs- 
town  was  true  throughout  the  steel 
and  other  metals  industries.  In  steel, 
the  latest  12-month  profitability  re- 
turns   were    double,    even   triple    the 


five-year  averages  in  the  Forbes 
Yardsticks.  In  nonferrous  metals,  where 
returns  during  the  last  ten  years  were 
not  so  anemic,  the  gains  were  still  im- 
pressive. The  median  return  for  the 
latest  12  months  was  nearly  half  again 
above  the  five-year  averages. 

Question:  Was  it  a  flash  in  the  pan? 
A  one-year  bang  to  be  followed  by 
more  years  of  whimpers? 

On  the  negative  side,  the  reces- 
sion was  already  hurting  profits  as 
1974  ended.  Other  clouds  dotted  the 
horizon:  rising  nationalism  in  Canada 
and  Australia  as  well  as  in  the  un- 
derdeveloped countries;  the  still-high 
cost  of  modernization  and  expansion; 
and  the  threat  of  another  round  of 
profit-squeezing  price  controls  if  in- 
flation continues  unchecked. 

But  there  was  much  on  the  posi- 
tive side,  especially  for  the  long-sick 
steel   industry.   Right   up   to   the   No- 


vember coal  strike,  the  steel  mills 
were  going  strong  in  spite  of  the  fact 
that  two  of  steel's  best  customers, 
autos  and  housing,  were  flat  on  their 
backs.  Steel  may,  in  the  end,  fall  victim 
to  the  recession,  but  year-end  order 
books  were  still  strong.  In  just  two 
years  the  industry's  return  on  equity 
leaped  from  4.3%  to  over  16%. 

Through  all  the  dark  years,  a  few 
still  believed  in  steel.  One  man  who 
did  was  Edwin  H.  Gott,  the  now-re- 
tired boss  of  U.S.  Steel.  In  early  1970 
he  predicted  that  his  company's  earn- 
ings would  come  back  in  the  Seven- 
ties and  eventually  surpass  1957's  pre- 
vious record  of  $7.33  a  share.  Wall 
Street  merely  smiled  at  Gott's  words. 
It  should  have  listened  closely.  In 
the  first  nine  months  of  1974,  U.S. 
Steel  earned  $8.56. 

Bethlehem  was  hurt  for  part  of  the 
year  by  price  controls.  The  Cost  of 
Living  Council  was  uncooperative  in 
letting  Bessie,  the  industry's  most  ef- 
ficient producer,  pass  through  in- 
creased costs.  That's  why  Bethlehem's 
six-month  earnings  in  1974  rose  by 
15%  while  others  did  far  better.  But 
Bethlehem  was  back  in  stride  by  the 
third  quarter,  when  earnings  rose 
more  than  90%. 

From     past     experience,     National 
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Net 
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5-Year 

5-Year 
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Equity 

Latest 
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5-Year 

5-Year 

Average 
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Ratio 
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Rank 

Average 
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Average 

Rank 

Average 

Rank 

Inland  Steel 

9.7% 

1 

16.8% 

0.4 

11.5% 

1 

7.3% 

5.9o/o 

8.7% 

3 

2.8% 

2 

National  Steel 

8.8 

2 

15.5 

0.4 

11.1 

2 

6.9 

6.5 

10.4 

1 

0.2 

5 

Armco  Steel 

8.7 

3 

16.6 

0.4 

10.7 

4 

6.4 

6.0 

10.2 

2 

0.2 

6 

Bethlehem  Steel 

8.0 

4 

12.1 

0.3 

9.4 

3 

6.6 

5.4 

5.9 

6 

2.5 

4 

United  States  Steel 

7.4 

5 

14.7 

0.4 

11.1 

5 

5.8 

6.5 

6.9 

4 

3.4 

1 

Kaiser  Steel 

7.4 

6 

17.4 

0.5 

10.4 

6 

4.9 

7.7 

6.7 

5 

-5.3 

7 

Lykes-Youngstown 

6.6 

7 

28.9 

0.8 

9.6 

8 

4.3 

6.2 

5.2 

8 

2.8 

3 

Republic  Steel 

5.8 

8 

12.8 

0.3 

10.0 

7 

4.9 

5.4 

5.5 

7 

-5.7 

8 

Medians 

7.7 

16.1 

0.4 

10.6 

6.1 

6.1 

6.8 

1.4 

SPECIALTY  &  OTHER  STEF! 

NVF 

19.8% 

1 

54.50/q 

0.9 

23.2o/0 

2 

13.60/0 

tt       7.4% 

12.6%t 

3 

48.70/0t 

1 

Northwestern  Steel 

18.4 

2 

22.2 

0.0 

21.5 

1 

17.5 

10.9 

12.1 

4 

13.4 

3 

Crane 

12.2 

3 

28.0 

1.1 

14.0 

8 

6.9 

4.4 

15.3 

2 

17.4 

2 

Carpenter  Technology 

10.5 

4 

17.2 

0.2 

14.7 

3 

9.2 

7.1 

6.4 

11 

-2.7 

9 

Colt  Industries 

10.4 

5 

26.6 

0.8 

13.9 

7 

6.9 

6.0 

4.4 

13 

10.5 

4 

Hanna  Mining 

9.8 

6 

5.7 

0.1 

5.2 

4 

8.9 

7.9 

5.2 

12 

2.1 

6 

Allegheny  Ludlum  Ind 

8.6 

7 

21.0 

0.5 

11.8 

9 

6.5 

5.0 

9.1 

6 

-6.2 

11 

Interlake 

8.5 

8 

16.6 

0.3 

13.2 

6 

7.1 

6.1 

8.6 

7 

7.1 

5 

Central  Steel  &  Wire 

7.7 

9 

9.1 

0.1 

8.7 

5 

7.3 

1.5 

11.8 

5 

2.0 

7 

Cyclops 

7.3 

10 

18.2 

0.4 

10.7 

10 

5.2 

3.3 

15.9 

1 

-3.0 

10 

Wheeling-Pitts  Steel 

5.8 

11 

18.4 

0.4 

12.0 

11 

4.9 

5.9 

7.5 

10 

DP 

Keystone  Consolidated 

5.3 

12 

13.4 

0.4 

9.5 

12 

4.4 

4.1 

8.5 

8 

-1.1 

8 

McLouth  Steel 

2.6 

13 

13.8 

0.4 

9.7 

13 

2.8 

4.9 

8.1 

9 

-17.2 

12 

Medians 

8.6 

18.2 

0.4 

12.0 

6.9 

5.9 

8.6 

2.1 

Industry  Medians 

8.5 

16.8 

0.4 

11.1 

6.6 

6.0 

8.5 

2.1 

Note:  Explanation  of  Yardstick 

calculations  on  page  38 

tt  Three 

-year  average 

t  Four-year  growth 

DP 

Deficit  to  profit; 

not  ranked. 
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Steel  should  have  been  limping  in 
1974  because  of  its  heavy  depen- 
dence on  the  auto  industry  (31%  of 
its  shipments).  But  National  is  also 
strong  in  containers,  and  these  sales 
were  red-hot.  National's  latest  12- 
month  earnings  were  up  over  90%. 
Like  Bethlehem,  National  traditional- 
ly has  been  one  of  the  industry's 
best  and  most  consistent  money-mak- 
ers. But  like  Bethlehem,  National  has 
been  penalized  by  its  dependence  on 
outside  coal  (20%  of  its  metallurgi- 
cal coal,  and  47%  of  its  steam  coal). 
Nonetheless,  National  is  going  ahead 
with  an  ambitious  expansion  program 
that  should  add  up  to  3  million  tons 
to  capacity  by  1980. 

McLouth  Steel  depends  heavily  on 
Detroit  (75%  of  shipments  in  1973). 
But  an  ultramodern  plant  and  heavy 
demand  by  the  chemical  and  pipeline 
industries  offset  the  auto  slump 
enough  to  give  it  an  equity  return 
of  13.8%  vs.  9%  in  1973. 

A  couple  of  years  back,  stainless 
and  specialty  steels  were  the  most 
depressed  area  of  a  depressed  indus- 
try. Under  the  "voluntary"  import 
quota  agreement,  the  Japanese  were 
restricted  as  to  how  much  of  the 
American  industry's  growth  they 
could  skim  off.  So  instead  of  taking 
their   share   across   the   board   in   the 


1—1.00 
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NO  OPEC  HERE... 

Early  last  year  there  was  considerable  speculation 

that  copper  exporters  might  successfully  imitate  OPEC. 

The  big  copper  exporters  tried— and  failed. 

The  red  metal  still  remains  a  volatile  commodity, 

its  price  more  sensitive  to 

economic  conditions  than  to  cartels. 


1972 

Source:  Metals  Week 


1973 


1974 


industry,    the    Japanese    concentrated 
on  the  stainless  and  specialty  steels. 

"There  was  no  way  you  could 
win,"  remembers  Chairman  George 
Strichman   of   Colt   Industries,   which 


owns  Crucible  Steel.  "If  we  quoted 
$1,200  a  ton,  they'd  quote  20%  low- 
er. If  we  went  down,  they'd  go  even 
lower."  If  the  import  slowdown  gen- 
erally helped  the   industry,   it  was  a 


EASE  THE  MONEY  CRISIS 

FOR  YOUR  COMPANY'S 
NEXT  EXPANSION 
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Bauxite  Mining  In  Jamaica.  The  Jamaican  government's  sextupling  of  bauxite 
taxes  last  year  has  spurred  producers  to  step  up  development  of  alternatives. 
Aluminum  is  one  of  the  most  common  elements  in  the  earth's  crust. 


godsend  for  this  specialty  sector. 
Basic  producers  like  Republic, 
Armco  and  Kaiser  were  especially 
helped  by  the  improvement  in  stain- 
less margins  and  so  were  more  spe- 
cialized producers  including  Alleghe- 
ny Ludlum,  Crane,  Cyclops  and  Car- 


penter Technology. 

With  steel  booming,  iron-ore  pro- 
ducer Hanna  Mining  should  have  had 
an  excellent  year.  Unhappily,  its  26%- 
owned  Iron  Ore  Co.  of  Canada  was 
suffering  from  severe  labor  shortages 
plus  materials  and  components  short- 


ages. Hanna's  portion  of  IOC's  loss 
was  enough  to  cut  its  nine-month 
1974  net  by  nearly  55%. 

To  be  sure,  part  of  last  year's  boom 
may  have  been  fueled  by  customer 
stockpiling  as  a  hedge  against  the 
coal  strike.  It's  also  true  that  steel 
earnings  will  shrink  in  1975,  any- 
where from  10%  to  35%,  as  the  reces- 
sion reduces  shipments  from  last 
year's  110  million  tons  to  something 
under  100  million  tons.  Even  so, 
1975's  earnings  will  still  be  fairly 
high  compared  with  those  of  the 
1960s,  and  especially  high  for  a  reces- 
sion year. 

Moreover,  the  steel  industry  did 
get  one  benefit  from  price  controls:  It 
was  unable  to  begin  expansion  until 
the  economic  boom  was  cresting.  Re- 
sult: There  will  not  be  the  excess  ca- 
pacity that  aggravated  past  down- 
turns. Thus  delayed,  the  new  capac- 
ity should  be  coming  on  in  late  1976 
and  1977,  just  in  time  to  meet  what 
should  be  the  resurgent  demand  of  a 
recovered  economy. 

The  U.S.  steel  industry  has  other 
pluses  as  well.  In  contrast  to  the 
recent  past,  it  is  now  one  of  the 
world's  lower  cost  producers.  In  1969 
it  took  U.S.  producers  over  nine  man- 
hours  to  produce  a  ton  of  finished 
steel;  today  just  over  seven  man-hours 


CALL  (212)972-100) 

We  will  tell  you  if  your  company's  project  qualifies 

for  Ireland's  unique  package  of  advantages. 

The  Industrial  Development  Authority  of  Ireland 

will  handle  all  aspects  of  setting  up  a  plant. 
In  the  year  ended  March,  1974,  new-plant  investment 
in  Ireland  by  overseas  companies  was  more  than 
double  the  previous  year's  recorded  total. 


New  York:  (21 2)972- 1 003,  280  Park  Avenue,  New  York,  NY  1 001 7.  Chicago:  (31 2)644-7476. 1  East  Wacker 
Drive,  Chicago,  Illinois  60601 .  Los  Angeles:  (21 3)624-1 024,  51 5  So.  Flower  Street,  Los  Angeles,  CA  90071 . 

This  announcement  is  published  by  IDA-lreland,  280  Park  Avenue,  New  York,  New  York  10017  which  is  registered  under  the  Foreign  Agents  Regis- 
tration Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland.  This  material  is  filed  with  the  Department  of  Justice  where  the  required  reg- 
istration statement  is  available  for  public  inspection.  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government. 
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are  required.  The  industry  also  has  a 
special  labor  agreement  guaranteeing 
no  national  strikes  until  1980.  Ameri- 
can steel  is  also  well  positioned  in 
raw  materials  such  as  coal  and  iron 
ore,  giving  it  a  signal  advantage  over 
Japanese  and  European  producers. 

In  the  meantime,  the  U.S.  could 
face  a  steel  shortage,  if  demand 
grows  at  anything  like  it  has  in  the 
past.  The  U.S.  will  need  an  addi- 
tional 25  million  to  30  million  tons 
of  raw  steel  capacity  by  1980  (it 
has  around  150  million  tons  today).  It 
now  costs  around  $800  per  annual  ton 
of  production  to  build  a  new  plant, 
vs.  $350  ten  years  ago.  "We  are  look- 
ing at  potential  expenditures  of  ap- 
proximately $3  billion  in  the  next 
eight  to  ten  years,"  says  Republic  boss 
William  De  Lancey.  "That  is  more  than 
we  spent  between  1930  and  1973." 

If  there  is  a  fly  in  steel's  new  oint- 
ment, it  is  not  the  recession,  but  rath- 
er the  threat  of  a  reimposition  of 
price  controls.  Steel  is  very  basic  and 
very  visible.  If  price  controls  come 
back,  it  will  suffer— as  in  the  past- 


more  than  others.  Says  the  chief  ex- 
ecutive of  a  major  steel  company: 
"There  is  a  chance  controls  will  be 
put  on  prices— but  not  wages— of  ba- 
sic industries.  I  hope  it  won't  hap- 
pen, because  the  distortions  really 
hurt  last  time,  and  steel  is  always 
one  of  the  last  industries  to  be  set 
free  again." 

Like  the  steel  companies,  aluminum 
producers  also  showed  basic  improve- 
ment in  ringing  up  earnings  gains. 
Smelters  ran  at  full  capacity,  en- 
abling leverage  to  work  its  upside 
magic.  Reynolds  Metals  boosted  its 
latest  12-month  earnings  an  aston- 
ishing 500%.  Canada's  Alcan  Alumin- 
ium more  than  doubled  earnings  de- 
spite serious  labor  and  production 
problems.  Aluminum  Co.  of  America's 
performance  lagged  behind  the  oth- 
er producers  only  because  of  losses 
in  its  real  estate  operations.  Kaiser, 
aided  not  only  by  the  hot  demand 
for  aluminum  but  also  by  its  chem- 
cals  (which  include  that  still-short 
commodity,  fertilizer),  had  a  record 
year  too,  despite  a  switch  to  LIFO 


accounting  (which  cut  earnings  from 
around  $6.75  to  $5.15  per  share). 

Certainly,  there  are  problems. 
Thanks  to  new  taxes  in  Jamaica,  the 
industry's  bauxite  bill  was  increased 
some  $200  million.  Now  Jamaica  is 
threatening  to  nationalize  the  mines 
(Kaiser  recently  reached  a  settlement 
that  will  make  Jamaica  the  majority 
owner  and  Kaiser  the  manager).  Guy- 
ana has  nationalized  Reynolds'  baux- 
ite operation.  Moreover,  the  alumi- 
num industry  hasn't  lost  its  voracious 
appetite  for  energy,  which  has  be- 
come a  bit  more  expensive  of  late. 

But  aluminum  should  fare  far  bet- 
ter in  the  current  recession  than  in 
past  ones.  For  several  reasons.  Last 
year,  around  8%  of  the  aluminum 
supply  came  from  the  government 
stockpile.  Now  the  stockpile  has  been 
disposed  of  completely.  Also,  capac- 
ity expansion  will  be  almost  nil  this 
year,  which  should  prevent  a  situa- 
tion like  1970's,  when  the  industry 
had  surplus  capacity  of  19%.  True, 
aluminum  profits  will  probably  take  a 
nasty  spill  from  last  year's  lofty  lev- 
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5  Year         5-Yi 
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Average 

Rank             Average 

Rank 

Howmet 

13.6% 

1 

17.4% 

1.0 

90% 

1             7.0% 

6.1< 

y0      10.9% 

1                 1.7% 

2 

Alcan  Aluminium 

9.7 

2 

16.5 

0.7 

10.1 

2             6.3 

6.8 

10.0 

2                 2.7 

1 

Alcoa 

8.3 

3 

12.3 

0.6 

7.9 

3             5.7 

6.4 

6.9 

5                 0.2 

3 

Kaiser  Alum  &  Chem 

7.3 

4 

15.8 

0.8 

8.5 

4             4.8 

63 

7.5 

4              -4.5 

5 

Reynolds  Metals 

6.5 

5 

18.7 

1.2 

8.3 

5             4.0 

6.6 

9.4 

3             -2.9 

4 

Medians 

8.3 

16.5 

0.8 

8.5 

5.7 

6.4 

9.4 

0.2 

COPPER. 

Cyprus  Mines 

16.3% 

1 

20.6% 

0.1 

20.1% 

1           16.2% 

10.3< 

y0       18.6% 

1               13.3% 

1 

Phelps  Dodge 

14.1 

2 

14.9 

0.3 

11.5 

2            12.0 

11.2 

9.3 

3                6.6 

2 

General  Cable 

11.5 

3 

15.7 

0.5 

11.0 

3             9.2 

49 

3.4 

5              -5.5 

4 

Kennecott  Copper 

10.8 

4 

15.7 

0.2 

12.9 

4            9.1 

12.4 

11.5 

2                 2.2 

3 

Revere  Copper 

2.9 

5 

12.3 

1.4 

6.2 

5             2.8 

3.4 

4.6 

4            -23.1 

5 

Anaconda 

def 

6 

10.9 

0.4 

8.7 

6             0.4 

6.7 

0.9 

6                P-D 

6    • 

Medians 

11.2 

15.3 

0.4 

11.3 

9.2 

8.5 

7.0 

-1.7 

DIVERSIFIED  METALS* 

Engelhard  Min  &  Chem 

20.7O/o 

1 

34.5% 

0.4 

23  0% 

2           14.5% 

2.0< 

Vo         18.2<& 

2               12.0% 

3 

Utah  International 

20.0 

2 

25.0 

0.6 

14.7 

5            12.4 

18.4 

18.9 

1               19.9 

1 

St  Joe  Minerals 

18.8 

3 

34.6 

0.2 

30.1 

1            16.3 

14.1 

13.2 

5                 6.5 

6 

Newmont  Mining 

18.3 

4 

26.4 

0.4 

17.7 

3           14.3 

259 

15.6 

3               10.5 

4 

Commercial  Metals 

17.9 

5 

40.9 

0.3 

30.6 

4            14.2 

2.3 

14.8 

4               12.8 

2 

International  Nickel 

17.3 

6 

25.1 

0.3 

16.8 

6           12.2 

19.8 

9.4 

9                 7.3 

5 

Texasgulf 

15.3 

7 

29.9 

0.3 

19.7 

8           10.2 

21.6 

12.0 

8                 4.7 

9 

AMAX 

14.3 

8 

19.9 

0.5 

11.9 

9             9.6 

11.7 

12.3 

7                 6.4 

7 

Amer  Smelting  &  Rfg 

13.4 

9 

22.0 

0.1 

18.8 

7           11.9 

13.0 

7.5 

11                 5.5 

8 

Handy  &  Harman 

11.6 

10 

20.0 

0.6 

13.4 

10            8.9 

1.7 

7.9 

10              -1.3 

10 

Cerro 

7.4 

11 

11.1 

0.2 

10.0 

11             6.7 

6.0 

6.7 

12              -6.6 

11 

Diversified  Inds 

def 

12 

2.7 

1.2 

3.5 

12             def 

0.5 

12.6 

6                P-D 

12   .. 

Medians 

16.3 

25.1 

0.4 

173 

12.1 

12.4 

12.5 

6.5 

Industry  Medians 

13.4 

18.7 

04 

11.9 

9.2 

6.7 

10.0 

2.7 

Note:  Explanation  of  Yardstick 

calculations 

on  page  38 
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1  Profit  to  deficit. 
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els.  Since  the  industry  is  so  highly 
leveraged  (just  look  at  its  debt-to- 
equity  ratios),  it  doesn't  take  much 
of  a  price  decline  to  send  earnings 
down.  Moreover,  aluminum's  high 
energy  costs  could  go  still  higher. 

But  after  the  recession,  aluminum, 
like  steel,  could  be  sitting  pretty. 
With  construction  costs  so  much 
higher  these  days,  producers  will 
probably  not  suffer  from  overcapacity 
for  several  years  to  come.  The  indus- 
try also  has  one  glittering  vision: 
Thanks  to  higher  steel  prices  and  the 
emphasis  on  fuel  conservation,  lower 
cost,  lighter  weight  aluminum  may 
yet  make  a  major  breakthrough  in 
the  auto  industry. 

:  Copper  Sell-Off 

How  about  copper?  "Copper,"  says 
Kennecott  Executive  Vice  President 
CD.  Michaelson,  who  heads  the 
company's  metal  mining  division, 
"doesn't  have  a  market  per  se.  It's  a 
reflection  of  a  lot  of  other  industries." 

By  the  latter  part  of  1974,  "a  lot" 
of  industries  were  sliding,  and  so  were 
:  copper  prices.  From  a  springtime 
high  of  $1.52  a  pound,  copper  on 
the  London  Metal  Exchange  has 
plunged  to  around  60  cents.  When 
controls  were  lifted,  domestic  copper 
went  up  to  87  cents;  now  it's  down 
to  around  72  cents. 

The  upshot:  Copper  producers  en- 
joyed a  good  year  overall,  but  their 
gains  were  not  nearly  so  impressive 
as  those  in  aluminum  and  steel.  But 
then,  copper  usually  far  outpaces  steel 
or  aluminum  on  the  bottom  line.  Its 
9.2%  median  five-year  return  on  capi- 
tal is  the  best  in  the  metals  industry. 

Among  the  copper  producers, 
Phelps  Dodge  has  usually  outpaced 
its  competitors  in  profitability,  in  part 
because  it  is  a  low-cost  producer. 
Last  year,  though,  PD's  production 
suffered,  thanks  to  pollution-abate- 
ment problems.  It  was  also  hurt  by  a 
need  to  buy  large  amounts  of  high- 
priced  outside  copper,  and  it  took  a 
five-week  strike.  It  was  the  turn- 
around in  its  40%-owned  aluminum 
subsidiary  that  kept  PD's  returns  up 
last  year.  Elsewhere  in  copper,  Kenne- 
cott and  American  Smelting  &  Refin- 
ing also  had  strikes,  and  both  Kenne- 
cott and  Anaconda  had  production 
problems  as  well.  Their  overall  pro- 
duction fell  below  1973  levels. 

The  next  couple  of  years  look  tough 
for  the  copper 'industry.  Most  indus- 
trial nations  are  experiencing  reces- 
sions. Between  1975-77,  the  Free 
World  supply  of  refined  copper  is 
scheduled  to  increase  from  about  7.3 
million  metric  tons  to  8.1  million, 
far  outpacing  the  probable  rise  in 
consumption.  Copper  producers  are 
also  facing  increased  pressures   from 


HowIU 
delivers  the  goods. 


IU  companies  deliver  paper, 
food,  industrial,  and  dental  prod- 
ucts to  customers  from  Los 
Angeles  to  Jacksonville. 

These  distribution  services, 
along  with  the  44-state  network 
of  our  Ryder  Truck  Lines  and 
Pacific  Intermountain  Express, 
account  for  about  one-half  of  IU's 
revenues  and  about  one-fifth  of 


pre-tax  income.  Transportation 
and  distribution  plus  energy  and 
environmental  businesses  add  up 
to  a  $2  billion  company  dedicated 
to  delivering  above-average  earn- 
ings to  its  shareholders. 

For  more  information,  write 
Corporate  Affairs,  Dept.  C2 1 , 
IU  International,  1500  Walnut 
Street,  Philadelphia,  Pa.  19102. 


m 


International 

SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation 
of  an  offer  to  buy  these  securities.  The  offering  is  made  only  by  the  Pro- 
spectus, copies  of  which  may  be  obtained  in  any  State  from  such  of  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


December  13,  1974 


700,000  Shares 

Medtronic,  Inc. 

Common  Stock 


Price  $22  per  Share 


Smith,  Barney  &  Co. 

Incorporated 

Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Goldman,  Sachs  &  Co. 


Dain,  Kalman  &  Quail 

Incorporated 

The  First  Boston  Corporation 
Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 

E.  F.  Hutton  &  Company  Inc.     Kidder,  Peabody  &  Co.     Kuhn,  Loeb  &  Co. 

Incorporated 

Lehman  Brothers     Loeb,  Rhoades  &  Co.     Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Salomon  Brothers  White,  Weld  &  Co. 

Incorporated 

Dean  Witter  &  Co. 

Incorporated 


Reynolds  Securities  Inc. 


Piper,  Jaffray  &  Hopwood 

Incorporated 
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Ask  the  Professionals  at  LP&L 

Now  our 
entire  team  is 

100%GI.D.! 


It  takes  study,  hard  hours,  years  of  experience  and  a  tough  examina- 
tion to  become  a  Certified  Industrial  Developer®.  You  might  say 
it's  the  Ph.D.  of  the  business.  People  who  have  earned  the  title  ...  or 
worked  with  them  .  .  .  know  it.  Now  all  three  of  LP&L's  Industrial  De- 
velopment Team  are  C.I.D.'s.  All  have  registered  as  professional  en- 
gineers and  are  career  employees  of  LP&L. 


A.  J.  "Dusty4'  Rhodes, 
C.I.D.,  dean  of  LP&L's 
Industrial  Development 
Section.  Graduated  from 
Louisiana  State  University. 
Was  founding  President 
Louisiana  Industrial 
Development  Executives 
Association  (LIDEA), 
organized  in  1964. 
Qualified  Naval  Officer 
in  Reserve  programs  of 
Aviation,  Research  and 
Intelligence. 


Robert  R.  "Bob"  Jones, 
C.I.D.,  specializes  in 
Mississippi  River 
Industrial  sites  and 
planned  development 
of  Louisiana's  com- 
munities. Graduate  of 
Industrial  Development 
Institute  of  University 
of  Oklahoma  and  of 
Virginia  Polytechnic 
Institute.  A  retired 
Colonel  in  the  U.S. 
Air  Force  Reserve, 
Bob  joined  LP&L  in  1948. 


John  J.  Cordaro,  C.I.D., 
Electrical  Engineering 
graduate  of  Louisiana 
Tech  University. 
Graduate,  Industrial 
Development  Institute, 
University  of  Oklahoma. 
President,  Louisiana 
Industrial  Development 
Executives  Association. 
Joined  LP&L  1956  .  .  . 
was  State  Leader  of 
Louisiana  Jaycees.  Is 
active  in  governmental 
affairs. 


Ask  the  Professionals  at  LP&L.  Contact  Area  &  Industrial  Development 
Section,  Louisiana  Power  &  Light,  New  Orleans,  Louisiana  70174. 
Tel.  (504)  366-2345. 

The  Clean  Energy  Company 

Louisiana 

POWER    &    LIGHT 


MIDDLE   SOUTH 
UTILITIES  SYSTEM 


abroad,  despite  Chile's  settlement 
with  Anaconda  and  Kennecott.  Can- 
ada and  Australia  are  almost  indis- 
tinguishable from  Peru  or  Allende's 
Chile.  As  one  copper  executive  puts 
it,  "A  couple  of  years  ago,  Canada 
was  considered  a  very  receptive  cli- 
mate for  mining  investment.  Today, 
you  might  put  it  ahead  of  Algeria." 
With  the  bulk  of  the  Free  World's 
new  production  coming  from  abroad, 
the  exposure  of  the  big  producers  to 
nationalistic  pressures  will  increase. 

Most  diversified  nonferrous  metals 
producers  did  well  in  1974,  and 
though  the  recession  will  hurt  many, 
the  1975  earnings  of  most  will  still 
look  good  vs.  1973. 

Take  lead  and  zinc.  Last  year, 
18$  of  the  zinc  supply  and  15%  of 
the  lead  supply  came  from  the  gov- 
ernment stockpile.  Now  the  available 
supply  here,  too,  has  been  depleted. 
"The  prices  of  these  two  metals 
should  be  good,  even  in  the  face  of 
softening  demand,"  says  Broward 
Craig,  executive  vice  president  of  St. 
Joe  Minerals.  St.  Joe  nearly  tripled  its 
earnings  last  year,  and  they  should 
hold  steady  in  1975. 

High  demand  for  nickel,  as  well 
as  copper,  gave  International  Nickel 
the  cash  to  buy  battery-maker  ESB 
for  $228  million.  American  Metal  Cli- 
max has  always  gotten  a  fairly  good 
return  from  its  quasimonopoly  posi- 
tion in  molybdenum,  but  before  1974 
its  overall  profitability  was  hurt  by 
its  diversification  into  the  likes  of 
aluminum.  Yet  last  year  coal,  copper 
and  aluminum  were  all  booming,  and 
Amax'  profits  were  up  around  50%. 

Precious  Stuff 

Higher  metals  prices  were  a  boon 
for  Engelhard  Minerals  &  Chemicals; 
its  Philipp  Brothers  division  is  one  of 
the  world's  leading  metal  marketers 
and  traders.  Engelhard  is  also  one  of 
the  largest  producers  of  catalysts  and 
catalytic  devices,  which  are  on  most 
1975  American  auto  models  and  will 
be  on  all  1976  models. 

Engelhard  and   Handy  &   Harman 
are  the  leading  processors  of  gold  in  i 
the  U.S.  and  should  benefit  from  the 
legalization    of    gold    ownership    byj 
American  individuals. 

So  despite  a  variety  of  problems, 
1974  was  a  very  good  year  for  almost  , 
everybody  in  the  metals  business. 
Most  heartening  of  all,  it  was  prob- 
ably no  fluke.  Thanks  to  inflation 
and  capacity  shortages,  many  metals 
producers  will  be  experiencing  above- 
average  profitability  after  the  reces- 
sion, especially  the  steel  industry.  For 
steel,  the  rest  of  the  decade  should 
be  Something  like  the  1949-57  period, 
when  it  was  considered  something  of 
a  growth  industry.   ■ 
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There's  no  news  like  new  news. 


Nothing  gets  old  faster  than  news.  Today's  sensation 
tomorrow's  shelf  paper.  So  at  United  Press  Interna- 
nal,  the  world's  largest  news-gathering  organization, 
3  big  word  is  speed. 
But  UPI  produces  about  5,000,000 
rds  a  day,  all  on  paper.  Every  rewrite, 
ery  editing  job  meant  more  paper, 
e  sheer  labor  of  shuffling  paper  got 
the  way  of  greater  speed. 
3o  UPI  went.electronic.  Unedited  in- 
ning stories  go  directly  into  a  Sperry 
dvac™ computer.  Editors  and  rewrite 
n  use  video  terminals  instead  of  type- 
iters.  Instead  of  digging  a  story  out 
i  basket,  they  push  a  button.  Instead 
etypingfor  transmission,  they  push 
)ther  button.  One  editor  says  the 


computer  makes  him  as  much  as  70%  more  productive. 
Now  UPI  stories  get  to  subscribers  and  the  public 
faster  than  ever.  They're  on  the  TV  news  at  6  o'clock 
instead  of  10,  or  today's  paper  instead  of  tomorrow's. 

Helping  people  get  news  while  it's 
new  is  one  more  demonstration  of  the 
big  idea  at  Sperry  Rand  Corporation: 
Making  machines  do  more  so  man  can 
do  more.  It's  the  common  purpose  that 
makes  Sperry,  Sperry  Univac,  Sperry 
Vickers,  Sperry  Remington  and  Sperry 
New  Holland  add  up  to  Sperry  Rand 
Corporation. 

For  further  information,  write  to 
The  Chairman  of  the  Board,  Sperry 
Rand  Corporation,  1290  Avenue  of  the 
Americas,  New  York,  N.Y.  10019. 


SPERRY  RAND  CORPORATION 

mnmnc  mncmnES  do  moRE,so  man  cnn  do  diore. 


We're  at  home 
in  the  forest.  But... 


One  of  our  special  strengths  springs  from  what  we  do  with  our  forest 
products  after  they  leave  the  forest.  We  strike  a  balance  between: 


1.  Primary  manufacturing,  i.e. 
growing  timber  and  turning  it  into 
basic  wood  and  paper  products  at  our 
mills. 

2.  Converting/ distributing,  i.e. 
converting  basic  wood  and  paper 
products  into  second  generation 
products  like  kitchen  cabinets  and 
composite  cans  and  distributing  these 
products  to  their  users. 

Here's  why  this  balance  is  so 
important: 

1.  Converting/distributing  busi- 
nesses offer  very  attractive  returns  on 
investment. 

2.  Converting/distributing 
businesses  are  relatively  less 
susceptible  to  market  fluctuations. 
The  markets  for  their  products  are  so 
numerous  and  diverse,  if  demand 
drops  in  one  area,  there  are  others  to 
take  up  the  slack. 

3.  Our  converting  and  distributing 
operations  enable  us  to  add  value  to 
our  forest  products  after  they  leave  our 
primary  manufacturing  operations. 
When  one  of  our  mills  sells  lumber  to 
one  of  our  builder  service  centers  so  it 
can  make  and  sell  roof  trusses  to 
builders,  we  provide  an  additional 
service  and  earn  an  additional  profit. 

4/  Our  converting  and  distributing 
operations  have  a  ready  source  of 
supply— our  primary  manufacturing 
operations.  Our  corrugated  container 
plants  can  buy  paperboard  from  our 
paper  mills;  our  manufactured  housing 
plants  can  call  on  our  wood  products 
mills  for  lumber  and  plywood. 

5.  Finally,  their  potential  to  grow 
is  virtually  unlimited.  While  each  ranks 
among  the  leaders  in  its  particular 


market,  all  have  small  market  shares. 
For  example,  we're  one  of  the  largest 
producers  of  manufactured  housing 
and  the  leading  distributor  of  office 
products  with  less  than  5%  of  the 
market  in  each  case. 

These  five  facts  should  help  to 
explain  why  we're  investing  27%  of 
our  5-year,  $1.1  billion  capital  program 
in  our  converting  and  distributing 
operations.  But  they  shouldn't  obscure 
the  equally  important  fact  that  there 
is  a  second  side  to  the  balance  we 
spoke  of  above— our  primary 
manufacturing  operations. 

We  said  we're  at  home  in  the 
forest,  and  we  are.  We  see  our  future 
in  forest-related  products.  We've  been 
manufacturing,  converting  and  dis- 
tributing them  profitably  since  Boise 
Cascade  was  first  formed  back  in  1957. 
And  we  intend  to  continue. 

Including  joint  ventures,  we  own 
2  million  acres  of  timberland  and  have 
long  term  harvesting  rights  on  5 
million  more.  They  are  our  essential 
foundation.  If  we  manage  them 
thoughtfully,  they'll  supply  us  eternally. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report 
and  statistical  supplement,  c/o  Boise 
Cascade  Corporation,  Communi- 
cations Dept.,  One  Jefferson  Square, 
Boise,  Idaho  83728.  For  a  more 
dispassionate  view,  call  your  broker. 


Boise  Cascade 
Corporation 


«  BOISE  CASCADE   CORPORATION  1974 


For  him  its  another  day, 
another  heart  attack. 


Harvey  is  the  very  model  of  a  heart  patient. 

A  manikin  full  of  the  recognizable  signs  and 
symptoms  of  heart  disease. 

If  you  were  a  student  doctor,  you'd  recognize 
something  else  about  Harvey. 

In  some  ways,  he's  even  better  than  a 
live  patient  to  study 

With  a  twist  of  a  dial  he  can  be  pro- 
grammed to  reproduce  any  one  of  a 
number  of  common  (and  not  so 
common)  heart  diseases. 

Which  lets  a  student  doctor  get 
experience  relating  one  finding 
to  another— on  more  kinds  of  heart 
disease  than  many  doctors  come 
across  in  a  lifetime. 

Doctors  at  the  University  of  Miami 
Medical  School  developed  this  experi- 
mental manikin.  The  people  at 
ITT  designed  its  complex  solid- 
state  circuitry. 

Now  others  are  being  built, 
with  the  same  ITT  circuitry,  to 
help  train  tomorrow's  doctors. 

When  you  consider  that 
heart  disease  is  the  nation's 
Number  One  killer,  you  can  see 
one  thing  more  about  Harvey. 

He  has  quite  a  future. 


The  best  ideas 

are  the  ideas 

that  help  people. 


ITT 


International  Telephone  and  Telegraph  Corporation.  320  Park  Avenue.  New  York.  N.Y.  10022 


Industrial  Equipment 

After  a  long  spending  spree,  capital  goods  outlays 
were  sliding  at  year's  end.  Next  time  of  hope:  1976. 


It  looked  like  capital  goods  spend- 
ing was  still  going  at  a  full  gallop 
last  year,  with  plant  and  equipment 
outlays  up  13%,  to  $113  billion.  In 
fact,  it  had  slowed  to  a  walk. 
Trimmed  of  price  increases,  real  cap- 
ital goods  buying  rose  only  1%.  And 
the  prospects  for  1975  are  pretty 
bleak.  Industrial  equipment  makers 
can  still  point  to  large  order  back- 
logs, but  in  a  recession  nothing  melts 
faster  than  an  order  backlog. 

"We  are  projecting  a  3.5%  real  de- 
cline in  spending  for  plant  and  equip- 
ment," says  Otto  Eckstein,  president  of 
Data  Resources,  a  Boston  consulting 
firm  that  specializes  in  capital  spend- 
ing analysis.  "That  means  an  increase 
in  current  dollars  of  only  about  8%." 

The  equipment  makers'  gloom  be- 


gan to  deepen  in  early  November  as 
the  drop  in  consumer  durable  spend- 
ing created  an  inventory  shakeout 
and  a  decline  in  industrial  produc- 
tion. Even  for  1976,  says  Eckstein, 
"people  are  increasingly  alarmed  that 
there  will  be  no  recovery.  Business 
is  worried  about  cash  flow,  for  we 
appear  to  be  entering  a  period  of  no 
growth  in  corporate  cash  flow,  in- 
cluding depreciation. 

Still,  the  variations  that  have  al- 
ways characterized  the  industrial 
equipment  industry  were  as  marked  as 
ever.  Some  companies  reported  dou- 
bled and  even  tripled  backlogs  that 
they  felt  sure  (perhaps  optimistically) 
would  hold.  Most  economic  forecasts 
predicted  a  30%  to  40%  increase  in 
spending  for  items  in  the  petroleum, 


Oil  drilling  equipment  may  resist  the  recession.  What  other  equipment  will? 


chemical,  mining  and  steel  industries. 

"I  see  a  very  spotty  1975,"  says 
James  B.  Lanterman,  chairman  of  Am- 
sted  Industries.  "Anything  tied  to  au- 
tomotive or  building  will  be  down 
the  way  sales  are.  Anything  related 
to  oil  and  gas  exploration,  or  to  coal, 
will  be  very  satisfactory."  Amsted's 
own  order  backlog  is  double  that  at 
the  end  of  1973,  and  per-share  in- 
come for  1974  rose  more  than  21%. 
Most  of  Amsted's  thrust  was  in  the 
rail  wheel  sector,  as  orders  for  new 
freight  cars  remained  strong. 

Because  the  turn  in  capital  spend- 
ing came  in  most  cases  near  the  end 
of  1974,  and  because  latest  12-month 
figures  did  not  include  the  fourth 
quarter,  it  is  difficult  to  detect  the 
differences  among  industry  subgroups 
in  the  accompanying  Yardsticks;  but 
the  differences  should  become  more 
apparent  as  the  new  year  wears  on. 

For  example,  most  of  the  companies 
in  the  production  equipment  makers' 
subgroup  showed  gains  in  profitabil- 
ity in  the  latest  12  months  compared 
with  their  five-year  averages.  One  rea- 
son for  this  is  that  capital  goods  mak- 
ers have  capital  needs  too,  and  hence 
are  often  unable  to  take  advantage 
of  an  equipment  boom  until  its  later 
stages,  after  they  have  done  some 
expansion  of  their  own.  "We  face  a 
long  lead  time  when  we  can't  pull 
items  off  the  shelf  but  have  to  bring 
on  new  plant  for  new  needs,"  says 
Chairman  William  L.  Wearly  of  In- 
gersoll-Rand,  which  increased  its  re- 
turn on  both  equity  and  invested  cap- 
ital by  more  than  two  percentage 
points  in  the  latest  12  months,  vs.  its 
five-year  average.  "But  now  we  are 
going  flat  out  in  27  of  our  30  prod- 
uct divisions." 

Ingersoll-Rand's  long  suit  has  al- 
ways been  the  breadth  of  its  product 
line,  from  compressed-air  systems  to 
pumps  to  bearings.  And  now  it  has 
broadened  still  further  into  equip- 
ment for  the  petroleum  and  mining 
industries.  Another  major  I-R  tar- 
get has  been  modernization  of  indus- 
try overseas;  that  was  the  objective 
of  a  lengthy  swing  through  the  Mid- 
dle East  that  Wearly  took  before 
Christmas.  The  percentage  of  I-R's 
net  income  derived  from  overseas 
sales  is  expected  to  rise  to  50%  in 
1975  from  1974's  37%. 

"Look,  through  1985  the  world- 
wide market  for  compressors,  blowers 
and  pumps  for  the  oil  and  gas  indus- 
try will  exceed  $6  billion,"  notes 
Wearly.  "That's  damn  big.  It's  more 
business  than  we  have  looked  at  in 
100  years." 

But  if  most  production  equipment 
companies  showed  profitability  gains 
last  year,  not  all  of  them  did.  For  ex- 
ample,   Briggs   &   Stratton,   leader   of 
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INDUSTRIAL  EQUIPMENT:  Yardst 

icks  of  Man, 

agement  Performance 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5  Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5- Year             5- Year 

5- Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank             Average 

Rank 

Briggs  &  Stratton 

24.7% 

1 

21.0% 

0.0 

21.1% 

1 

24.7% 

7.7% 

117% 

3                  10.3% 

2 

Chicago  Bridge  &  Iron 

17.8 

2 

13.8 

0.2 

11.6 

2 

16.2 

6.8 

8.3 

9              18.7 

1 

Ingersoll-Rand 

15.2 

3 

18.3 

0.3 

15.4 

3 

13.7 

7.6 

11.7 

4                 3.8 

6 

Parker-Hannifin 

14.9 

4 

18.4 

0.7 

12.7 

8 

10.4 

4.6 

13.7 

1                 2.1 

9 

Eagle-Picher  Inds 

14.6 

5 

17.7 

0.4 

12.2 

6 

10.5 

4.9 

7.9 

11                 8.2 

3 

Houdaille  Industries 

14.4 

6 

18.8 

0.3 

14.0 

7 

10.5 

5.8 

6.7 

12                 0.5 

10 

Cooper  Industries 

13.1 

7 

20.1 

0.5 

11.9 

9 

9.7 

6.0 

11.8 

2              -1.9 

11 

Harsco 

13.0 

8 

14.1 

0.2 

13.0 

4 

11.9 

5.0 

10.2 

6                 2.4 

8 

Johnson  Service 

12.7 

9 

5.9 

0.2 

5.4 

5 

10.8 

2.0 

11.2 

5                4.4 

5 

Carborundum 

9.9 

10 

11.8 

0.2 

10.2 

10 

8.2 

4.8 

91 

8                4.7 

4 

Norton 

8.2 

11 

13.3 

0.2 

11.4 

11 

7.3 

5.6 

6.1 

13                 2.7 

7 

Midland-Ross 

7.0 

12 

13.6 

0.4 

9.9 

12 

5.7 

5.1 

-0.9 

16              -7.2 

13 

Sundstrand 

6.5 

13 

12.1 

1.1 

7.0 

13 

5.2 

4.1 

8.2 

10              -6.6 

12 

Amer  Chain  &  Cable 

4.6 

14 

10.2 

0.2 

8.4 

14 

4.2 

3.1 

4.3 

14            -11.8 

15 

Cincinnati  Milacron 

4.5 

15 

8.3 

0.3 

6.9 

15 

4.1 

2.8 

4.3 

14            -15.6 

16 

H  K  Porter 

2.9 

16 

12.3 

0.1 

10.3 

16 

3.3 

3.0 

-0.9 

16              -9.8 

14 

Wean  United  Inc 

def 

17 

3.6 

0.9 

4.2 

17 

1.1 

1.0 

9.4 

7                P-D 

17 

Medians 

12.7 

13.6 

0.3 

11.4 

9.7 

4.9 

8.3 

2.1 

SPECIALTY  EQUIPMENT, 

Tecumseh  Products 

17.7% 

1 

16.6% 

0.0 

16.6% 

1 

17.7% 

4.9% 

7.8% 

8               10.4% 

2 

Hobart 

15.9 

2 

15.5 

0.3 

12.5 

3 

12.2 

5.9 

12.0 

4                6.8 

4 

Signode 

15.8 

3 

16.5 

0.3 

12.9 

2 

12.5 

6.1 

14.4 

3                 9.9 

3 

Browning-Ferris  Inds 

15.5tt 

4 

13.7 

0.7 

8.8 

4 

11.2tt 

5.8 

28.6* 

2               20.5* 

1 

Harris  Corp 

10.0 

5 

9.5 

0.5 

7.2 

5 

7.8 

3.4 

11.0 

6                 0.2 

5 

Wheelabrator-Frye 

8.9t 

6 

12.1 

0.5 

9.4 

6 

7.1t 

3.6 

29.3$ 

1                DP 

Ex  Cell-0 

7.6 

7 

10.7 

0.2 

9.0 

7 

6.3 

5.1 

2.6 

9              -8.5 

7 

USM 

5.1 

8 

9.6 

0.4 

7.1 

8 

4.4 

3.1 

11.2 

5              -6.8 

6 

Automation  Inds 

def 

9 

def 

0.5 

def 

9 

def 

def 

8.7 

7                P-D 

8 

Medians 

10.0 

12.1 

0.4 

9.0 

7.8 

4.9 

11.2 

3.5 

CONSTRUCTION  &  MATEI 

HALS  HAN 

17.2% 

W  W  1  *  W  ■    I'U  W  I   I  \J  I  ■     Ul     III  (  1   1   bl 

Caterpillar  Tractor 

1 

15.8% 

0.2 

13.20/0 

1 

14.00/0 

5.7% 

11.1% 

4                 6.50/0 

2 

Clark  Equipment 

15.7 

2 

18.9 

0.5 

13.0 

2 

11.6 

5.1 

13.3 

2                 7.0 

1 

Hyster 

11.7 

3 

11.2 

0.4 

8.9 

3 

9.5 

4.6 

9.3 

5                 2.2 

4 

Rexnord 

10.8 

4 

13.2 

0.4 

9.4 

4 

8.7 

3.6 

17.4 

1                 2.5 

3 

Amer  Hoist  &  Derrick 

8.0 

5 

12.9 

1.0 

7.0 

5 

5.5 

2.7 

12.5 

3                 0.7 

5 

Koehring 

5.9 

6 

4.4 

0.8 

4.0 

6 

5.3 

1.4 

9.0 

6            -15.0 

6 

Medians 

11.3 

13.1 

0.5 

9.2 

9.1 

4.1 

11.8 

~u~ 

MINING  &  DRILLING  EQUIP 

Baker  Oil  Tools 

18.5% 

1 

21.2% 

0.5 

14.90/0 

2 

14.6% 

6.60/0 

24.4% 

2               H.30/0 

1 

Gardner-Denver 

15,7 

2 

13.8 

0.0 

13.7 

1 

15.7 

8.1 

8.4 

5                 4.1 

2 

Dresser  Industries 

12.5 

3 

14.9 

0.4 

10.2 

3 

8.9 

4.4 

12.7 

3                 3.4 

3 

Joy  Manufacturing 

10.6 

4 

11.3 

0.2 

9.8 

4 

8.9 

4.6 

9.4 

4                 2.1 

4 

Marathon  Mfg 

1.7 

5 

def 

1.1 

def 

5 

3.0 

def 

35.3M 

1                P-D 

5 

Medians 

12.5 

13.8 

0.4 

10.2 

8.9 

4.6 

12.7 

3.4 

RAIL  EQUIPMENT _ 

Trans  Union 

14.6% 

1 

15.2% 

1.2 

5.3% 

6 

5.50/0 

7.4% 

15.7% 

1                 7.40/0 

2 

Genl  Amer  Transportn 

14.0 

2 

16.0 

0.9 

7.6 

4 

7.0 

12.1 

2.5 

6                8.9 

1 

General  Signal 

12.7 

3 

11.7 

0.1 

10.7 

1 

11.8 

4.4 

13.6 

2                 4.0 

3 

ACF  Industries 

10.4 

4 

12.0 

0.6 

6.8 

5 

6.3 

5.3 

5.1 

4              -2.0 

6 

Pullman 

10.0 

5 

17.0 

0.4 

12.9 

3 

8.0 

3.5 

4.3 

5                 2.6 

6 

Amsted 

9.1 

6 

11.8 

0.1 

11.3 

2 

8.7 

3.6 

8.9 

3                  1.2 

5 

Medians 

11.6 

13.6 

0.5 

9.2 

7.5 

4.9 

7.0 

3.3 

STEAM  GENERATING  EQUIP 

Combustion  Engineering 

13.30/q 

1 

14.50/0 

0.3 

11.6% 

1 

10.20/0 

3.4% 

13.1% 

1             6.80/0 

2 

Wallace-Murray 

11.9 

2 

12.7 

0.7 

7.3 

3 

7.0 

2.9 

7.2 

4              -8.2 

4 

Foster  Wheeler 

11.1 

3 

13.6 

0.2 

12.7 

2 

9.8 

1.5 

9.4 

3               10.0 

1 

Babcock  &  Wilcox 

7.4 

4 

10.6 

0.3 

8.7 

4 

6.6 

2.8 

10.5 

2              -2.5 

3 

Medians 

11.5 

13.2 

0.3 

10.2 

8.4 

2.9 

10.0 

2.2 

Industry  Medians 

11.7 

13.3 

0.4 

10.2 

8.7 

4.6 

9.4 

2.5 

Note:  Explanation  of  Yardstick  calculations  on  page  38 

t  Four-year  average. 

tt  Three-year  average.          t  Four-year  growth. 

tt  Three  year  growth.        def— Dcfmi 

P-D  Profit  to  deficit.        DP  Deficit  to  profit; 

not  ranker 

1. 
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last  year's  industrial  equipment  Yard- 
sticks, dropped  seven  percentage 
points  to  "only"  21%  return  on  equity 
in  the  latest  12  months.  B&S  was  hit 
by  an  unexpected  strike  and  by  a 
softening  in  demand  for  its  small  gaso- 
line engines  used  to  power  lawn  mow- 
ers, garden  tractors  and  the  like.  And 
even  profitability  gains  often  needed 
interpreting:  Machine-tool  makers 
like  Cincinnati  Milacron  and  Sund- 
strand  achieved  their  50%  increase  in 
profitability  only  by  shipments  against 
backlog  that  exceeded  new  orders 
coming  in. 

The  same  spotty  pattern  was  evi- 
dent in  the  producers  of  mining  and 
drilling  equipment,  all  of  whom  one 
might  expect  to  be  going  through  the 
roof.  But  in  that  five-company  sub- 
group, only  Dresser  Industries  and  Joy 
Manufacturing  were  able  to  turn  in 
a  worthwhile  increase. 

The  rail  equipment  companies  were 
getting  their  largest  lift  from  the  needs 
for  energy-related  equipment:  Even 
the  utilities  were  ordering  new  coal 
cars,  and  the  "healthy  and  wealthy" 
railroads,  as  Amsted's  Lanterman  calls 
them,  were  planning  to  lift  their  capi- 
tal equipment  spending  by  29%  in 
1975.  For  ACF,  that  might  or  might 
not  be  able  to  offset  the  increasing- 
ly   severe    turndown    in    orders    for 


automotive  fuel  systems.  But  Pull- 
man, which  showed  far  and  away  the 
best  profitability  gain  in  the  rail 
group  (from  a  10%  average  return 
on  equity  and  8%  on  invested  capital 
over  the  last  five  years,  to  17%  and 
12.9%,  respectively,  in  the  latest  12 
months),  was  getting  a  big  lift  from 
its  Swindell-Dressier  Co.  division, 
whose  most  famous  current  job  is 
putting  up  the  first  phase  of  Russia's 
Kama  River  truck  plant. 

"In  the  near  future,  engineering  and 
construction  will  be  our  major  source 
of  revenue,"  says  Pullman's  President 
Samuel  B.  Casey  Jr.,  "and  more  of 
this  revenue  will  be  generated  from 
clients  outside  the  U.S."  In  fact,  con- 
struction and  engineering  now  ac- 
count for  two-thirds  of  Pullman's  fast- 
growing  $3-billion-plus  backlog. 

Day  Of  The  Giants 

But  the  figures  for  other  builders, 
notably  those  in  steam  generating 
equipment,  could  easily  be  mislead- 
ing. All  four  of  the  companies  in  this 
subgroup  showed  worthwhile  profit- 
ability gains  on  the  Yardsticks— and 
all  of  them  face  an  anxiously  uncer- 
tain 1975.  New  starts  on  petrochemi- 
cal and  pulp  and  paper  plants  will 
help.  But  utility  order  books  were 
filled  with   erasures,   stretchouts   and 


wait-and-sees.  By  fall  11  utility  plant 
cancelations  (seven  fossil-fuel  and 
four  nuclear)  plus  49  stretchouts  of 
a  year  or  more  were  set. 

'"So  tight  is  the  cash  squeeze  on 
the  utilities,"  says  Combustion  Engi- 
neering President  Arthur  Santry  Jr., 
"that  they  are  being  forced  to  put 
off  completion  of  power  stations  in 
the  final  field  contruction  stages,  if 
they  require  large  outlays." 

The  need  for  cash,  married  to  a 
sudden  expansion  in  the  scale  of  proj- 
ects, has  hit  the  industrial  equipment 
makers  as  well  as  the  utilities.  Ameri- 
can Hoist  &  Derrick,  for  example, 
used  to  make  construction  derricks 
that  could  handle  250  tons  and  that 
cost  $250,000  per  copy.  Now  it  is 
turning  out  derricks  for  North  Sea 
oil  operations  that  can  lift  3,500  tons 
and  cost  $20  million.  That  takes  re- 
tooling, new  plant  capacity— and  mon- 
ey. "We've  had  to  use  more  cash  in- 
ternally than  we  really  wanted  to," 
said  John  E.  Carroll,  the  late  chair- 
man of  American  Hoist. 

In  addition,  road  building  has 
slowed  so  sharply  that  American 
Hoist's  road  construction  equipment 
division  would  probably  have  been 
sold  by  now  but  for  a  recent  order 
of  asphalt  rollers  from  Turkey.  The 
sag  in  road  building  along  with  the 


Owners  or  Buyers  of  Private  Companies 

Find  out  how  merger  can  help  you  by  requesting  this  free, 
myth-shattering  booklet  about  merger: 
"Kitchen  Talk  on  Creating  Value  Through  Merger 

Answers  Most  Important  Questions  on  Merger  for: 

Owners 


>> 


Systematic  approach  to  mergers 
Merger  versus  going  public 
Benefits  of  diversification 
Estate  Planning  &  liquidity 
Secret  of  expansion  capital 


Computing  business  advantages 
Do  you  need  professional  aid 
How  to  close  a  sale 
How  to  prevent  wild 
goose  chases 


Buy 


ers 


Does  merger  expertise  help? 
How  to  tell  when  a  company 

is  really  for  sale 
What  prices  do  other 

companies  pay 


Best  ways  to  present  an  offer 
What  sellers  wish  to  know 

about  buyers 
Distribution  by  size  of  closely 

held  firms 


Yes,  I'd  like  to  receive  a  copy  of  "Kitchen  Talk."  I  have 
answered  the  questions  below  to  assist  NCZ's  preliminary 
evaluation  of  the  type  valuation  I  might  expect.  I  understand 
that  this  will  be  handled  in  a  confidential  manner. 

1.  My  industry: 

2.  Products/services  are:  □  Proprietary  □  Non-Proprietary 

3.  Yearly  growth  rate:  □  0-15%  Q  15-30%  □  Above  30% 

4.  After-tax  profits:  □  Less  than  $100,000  D  $100,000  to  $500,000 

□  Above  $500,000 

5.  My  prospects  for  the  future  are: 

Name Tel. 


Company. 
Address 


_□  Owner  D  Other 


Kitchen  Talk  will  be  sent  only  to  owners  who  have  answered 
the  above  questions.  Available  to  owners  of  companies  with  net 
earnings  of  $100,000  or  more.  Owners  only  please  respond. 


Yes,  I'd  like  to  receive  a  copy  of  "Kitchen  Talk."  I  have 
answered  the  questions  below  to  assist  NCZ's  preliminary 
evaluation  of  my  company's  needs.  I  understand  this 
information  will  be  treated  confidentially. 

1.  My  industry:. 

2.  After  tax  profits:  □  Less  than  $200,000  □  $200,000  to  $500,000 

□  Above  $500,000 

3.  My  book  value:  □  Less  than  $500,000  □  $500,000  to  $2,000,000 

□  Above  $2,000,000 

4.  Number  of  acquisitions  completed  since  1970 

5.  Areas  of  interest 


Name 


Tel. 


Company. 
Address 


.□  Public  □  Private 


Kitchen  Talk  will  be  sent  only  to  potential  buyers  who  have 
answered  the  above  questions.  Available  to  legitimate  buyers. 
Buyers  only  please  respond. 


World's  leading  purveyor  of  fine  private  firms 

Niederhoffer,  Cross  &  Zeckhauser,  Inc. 

757  Third  Avenue,  New  York,  N.Y.  10017  (212)   371-4656  or  toll-free  (800)   223-5773 
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At  IU,  energy  is  spelled 

LNG. 


In  1976,  the  LNG  carriers  of 
IU's  Gotaas-Larsen  subsidiary 
will  begin  transporting  liquefied 
natural  gas  from  the  Persian  Gulf 
to  Japan. 

The  three  new  LNG  ships  in 
this  20-year  charter  (plus  more 
LNG  vessels  on  order)  will 
supplement  one  of  the  world's 
leading  independent  tanker  fleets. 


Ocean  shipping  and  other  energy 
related  businesses  account  for 
about  one  half  of  IU's  pre-tax 
income. 

To  learn  more  about  how  IU 
balances  its  $2  billion  business 
mix,  write  Corporate  Affairs, 
Dept  C22,  IU  International, 
1500  Walnut  Street,  Philadelphia, 
Pennsylvania  19102. 


International 


SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


Another  Xerox  Original 

When  the  people  at  Xerox  aren't  making  machines 
that  copy,  they're  coming  up  with  ideas  for  others  to  copy. 
Like  the  $70  million  training  center  they've  built  in  Virginia. 

It  has  an  unusual  terraced  design  (like  an  Aztec 
temple)  and  unique  octagonal  classrooms.  In  fact,  the  only 
thing  about  the  center  that  isn't  unique  is  its  location  in 
Virginia. 

After  all,  over  5,200  other  manufacturers  have 
already  built  facilities  here.  To  take  advantage  of  lower 
Southern  costs.  A  location  within  500  miles  of  half  the 
nation's  population.  And  service  by  more  than  90  steamship 
lines  to  1 1 1  countries. 

But  that's  no  reason  to  fault  Xerox.  And  all  the  more 
reason  you  should  contact  J.  Frank  Alspaugh,  Director, 
Division  of  Industrial  Development,  Governor's  Office, 
State  Office  Building,  Richmond,  Virginia  23219. 
Phone:(804)770-3791. 

Profit  from  the  Vigor  of  Virginia 


housing  slump  even  affected  the  re- 
turn on  equity  of  a  giant  like  Cater- 
pillar Tractor,  down  24%  along  with 
an  earnings  drop  of  20%  in  the  first 
nine  months  of  1974.  But  Cat  still 
enjoys  the  advantage  of  an  enormous 
overseas  business  that  now  accounts 
for  50%  of  sales. 

In  1975  Clark  Equipment  faces  a 
<  decline  in  sales  of  towing  tractors 
and  forklift  trucks  after  two  good 
years.  But  Clark  showed  a  sharp 
gain,  to  18.9%,  in  return  on  equity  in 
the  latest  12  months.  Any  further  im- 
provement would  put  it  in  contention 
for  the  leadership  in  the  entire  indus- 
trial equipment  field. 

Some  capital-spending  forecasts,  in- 
cluding those  of  Data  Resources,  also 
consider  the  possibility  of  a  real  de- 
pression in  capital  spending  this  year. 
If  that  should  occur,  some  of  the 
specialty  equipment  companies  op- 
erating in  new  market  areas  may 
prove  to  be  the  standouts.  A  case  in 
point  is  Browning-Ferris,  now  well 
positioned  in  waste  recycling.  And 
any  such  gains  would  be  on  top  of  a 
year  in  which  most  of  the  specialty 
equipment  manufacturers  recorded 
good  growth  in  profitability,  as  the 
Yardsticks  show. 

Any  Cash  For  Turnaround? 

But  most  forecasts  call  for  a  snap- 
back  in  capital  spending  in  1976,  one 
that  would  produce  gains  in  real  as 
opposed  to  money  terms.  The  sce- 
nario is  that  spending  for  steel  and 
energy  would  remain  strong,  with 
gains  in  construction,  engineering  and 
materials  handling  providing  the  plus 
for  the  turnaround. 

It's  a  fetching  scenario,  but  it  could 
also  be  thrown  off  by  an  unabated 
rise  in  the  inflation  rate.  For  that 
could  prolong  the  turnaround  by  mak- 
ing capital  goods  that  much  harder 
to  purchase.  "The  question,"  says 
Chairman  Philip  O.  Geier  Jr.  of  Cincin- 
nati Milacron,  "is  not  whether  we 
will  have  orders  or  whether  we  will 
be  able  to  keep  up  with  new  prod- 
ucts, but  whether  U.S.  industry  will 
have  enough  capital  to  buy  our  goods. 
For  with  inflation  I  think  industry  has 
been  understating  its  costs  and  find- 
ing out  that  retained  earnings  aren't 
what  they're  cracked  up  to  be." 

What  Geier  means  is  that  inflation 
has  an  uncomfortable  habit  of  turn- 
ing what  seemed  to  be  an  adequate 
provision  for  capital  replacement  and 
expansion  into  an  inadequate  one.  He 
has  a  point.  And  if  the  threat  is  as 
bad  as  he  fears,  the  U.S.  could  be 
in  for  a  capital  goods  depression. 

But  for  the  moment  at  any  rate, 
most  of  the  men  in  the  industrial 
goods  industry  are  figuring  that  it 
won't  be  that  bad.   ■ 
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Like  the  industrial  companies  and  utilities,  the 
money  companies  found  it  necessary  to  pay 
closer  attention  to  their  balance  sheets. 


Along  with  inflation  and  recession, 
Americans  discovered  they  also  had 
to  worry  about  the  health  of  the  na- 
tion's banking  system  in  1974.  The 
mid-year  collapse  of  New  York's 
Franklin  National  Bank  was  a  real 
shock.  Then  the  demise  of  West  Ger- 
many's Herstatt  Bank  sent  tremors 
through  U.S.  banks  that  had  lent 
it  funds. 

Federal  Reserve  Board  Chairman 
Arthur  Burns  then  refueled  the  con- 
cern in  October  when  he  gave  the 
bankers  a  tough  lecture  at  their  an- 
nual convention  in  Honolulu.  Burns 
pointed  out  that  the  U.S.  banking 
system's  ratio  of  equity  and  loan-loss 
reserves  to  total  assets  had  fallen  to 
just  6.5%,  from  9%  in  the  early  Six- 
ties. The  industry  was  expanding  its 
assets  too  far  beyond  its  capital  base, 
he  warned. 

Small  wonder,  then,  that  the  pub- 
lic was  worried.  Other  financial  out- 
fits could  be  expected  to  be  having 
problems:  small-loan  companies  as  a 
result  of  soaring  money  costs,  and 
fire-&-casualty  insurers  as  a  result  of 


inflation-swollen  claims  costs.  But 
most  banks  were  coining  profits,  what 
with  corporate  customers  borrowing 
record  amounts  and  paying  record- 
high  interest  rates.  Now  these  bas- 
tions of  fiscal  stability,  for  all  their 
profits,  seemed  to  be  brewing  liquid- 
ity problems  not  unlike  those  of  their 
industrial  and  utility  customers. 

"What's  bothering  people  is  which 
banks  will  be  able  to  withstand  the 
shock  of  bad  loans,"  says  Charles  Lott, 
research  director  at  Keefe,  Bruyette 
&  Woods,  a  firm  specializing  in  bank 
securities.  Lott  was  as  surprised  as 
the  general  public.  "I've  been  follow- 
ing this  business  for  15  years,  and 
this  is  the  first  time  I've  given  that 
sort  of  thing  a  second  thought." 

How  bad  is  it,  really? 

One  of  the  few  indicators  of  the 
quality  of  a  bank's  loan  portfolio  is 
its  record  of  loan  losses.  For  major 
banks,  that  figure  is  about  0.3%  of 
total  loans  outstanding,  a  50%  in- 
crease in  the  past  ten  years.  Among 
the  big  New  York  banks,  J. P.  Morgan 
&  Co.,  once  regarded  as  overly  stuffy 


by  most  analysts,  has  the  best  five- 
year  loss  record,  just  0.09%.  Other 
institutions  that  concentrate  on  real 
estate  lending,  like  California's  Union 
Bancorp  where  the  loss  ratio  is  0.41%, 
tend  to  have  poorer  loan  experience. 

Here's  a  troubling  uncertainty. 
Though  no  one  knows  the  relative 
amounts,  many  big  U.S.  banks  have 
outstanding  loans  in  Italy  and  other 
countries  with  high  oil  deficits.  Often 
the  borrowers  are  foreign  govern- 
ments. Today  those  advances  bear  a 
substantial  risk  of  not  being  repaid. 

Healthy  bank  profits  provide  some 
relief,  however.  With  the  equity  mar- 
kets unavailable  as  a  source  of  cor- 
porate capital,  most  banks  saw  hefty 
increases  in  loan  demand  last  year. 
Generally,  the  established  New  York 
lenders  outperformed  their  regional 
counterparts.  Most  money-center 
banks  posted  earnings  improvements 
of  20%  for  the  first  nine  months.  Man- 
ufacturers Hanover  and  Chemical 
New  York  led  the  group  with  gains 
of  more  than  30%,  stemming  in  part 
from  steady  growth  in  that  interna- 
tional business.  In  terms  of  the  latest 
12  months'  return  on  equity,  giant 
Citicorp,  with  assets  of  $54  billion, 
outpaced  the  pack.  Morgan  Guaranty, 
despite  a  9-cent-a-share  loss  in  the 
Herstatt  failure,  was  close  behind. 

The  weak  spots  were  Chase  Man- 
hattan and  Marine  Midland.  Chase 
was    penalized   by    currency    revalua- 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

5- Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5- Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

FINANCE  COMPANIES— p 

Beneficial  Corp 

15.5% 

1 

12.6% 

1.9 

5-3% 

2 

6.0% 

5.0% 

6.9% 

3 

6.3% 

1 

CIT  Financial 

12.9 

2 

12.2 

1.7 

6.0 

3 

5.9 

16.8 

3.2 

4 

6.2 

2 

Household  Finance 

12.4 

3 

7.0 

1.8 

4.6 

1 

6.2 

2.1 

16.2 

1 

-0.2 

3 

Control  Data 

4.9 

4 

3.8 

0.5 

3.5 

4 

4.1 

2.0 

119 

2 

-2.6 

4 

Medians 

12.7 

9.7 

1.8 

5.0 

6.0 

3.6 

9.4 

3.0 

FINANCIAL  SERVICES- 

Fedl  Natl  Mortgage 

16.4% 

1 

18.3% 

29.7 

3.6% 

12 

4.0% 

5.9% 

36.1% 

2 

30.7o/o 

2 

American  Financial 

16.3 

2 

15.5 

2.4 

5.1 

8 

7.4 

2.8 

65.5 

1 

27.4 

3 

American  Express 

14.8 

3 

16.1 

0.1 

13.5 

3 

12.6 

7.2 

12.2 

6 

20.3 

4 

Merrill  Lynch  &  Co 

14.7 

4 

7.9 

0.1 

7.6 

1 

14.3 

4.7 

13.0 

5 

4.7 

8 

Sears,  Roebuck 

14.0 

5 

12.4 

0.2 

10.8 

4 

12.4 

4.8 

8.1 

11 

8.5 

7 

Investors  Div  Svcs 

13.7 

6 

8.9 

0.6 

6.1 

7 

9.6 

8.8 

9.0 

10 

4.5 

9 

H  F  Ahmanson 

12.4tt 

7 

9.7 

0.0 

9.8 

2 

12.7ft 

8.8 

15.7| 

3 

14.7$ 

5 

First  Charter  Finl 

12.3 

8 

8.7 

0.0 

8.7 

5 

12.3 

10.2 

13.9 

4 

14.7 

6 

Gt  Western  Financial 

10.7 

9 

10.5 

0.1 

10.1 

6 

12.lt 

9.4 

11.6$ 

9 

57.4$ 

1 

Transamerica 

7.4 

10 

7.2 

1.5 

5.1 

10 

5.0 

2.7 

11.7 

8 

-2.1 

10 

Reliance  Group 

7.0 

11 

1.4 

1.9 

4.5 

9 

5.2 

1.6 

12.1 

7 

-13.0 

11 

Avco 

1.7 

12 

1.7 

1.3 

4.1 

11 

4.1 

1.6 

5.9 

12 

-36.6 

12 

Medians       13.1 

9.3         0.4 

6.9                   10.9           5.4 

12.2 

11.6 

Industry  Medians       12.7 

9.3          1.0 

5.7                    6.8           4.9 

12.0 

6.3 

Note:  Explanation  of  Yardstick  calculations  on  page  38. 

t  Four-year  average. 

tt  Three-year  average.          t  Four-year  growth. 
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BENDIX  UPDATE:  YEAR-END  REPORT 


Record  earnings  in  fiscal  74 


Improvements  in  several 
business  areas  and 
good  performance  in 
others  will  tend  to  offset 
soft  markets  in  75. 

On  September  30, 1 974,  The  Bendix  Corporation 
completed  the  most  successful  year  in  its  history. 
This  is  the  second  year  in  a  row  in  which  new 
highs  were  established  in  several  major  categories, 
including  sales,  earnings  and  book  value  per  share. 
Our  revenues  of  $2.48  billion  increased  11  per- 
cent over  1973.  Income  before  extraordinary 
items  rose  1 1  percent  on  a  per  share  basis, 
reaching  a  record  $75.8  million,  or  $4.65  per 
share,  compared  with  $69.3  million,  or  $4.19 
per  share  in  the  previous  year. 


The  excellent  results  of  1974  were  due  to 
another  record  performance  for  our  worldwide 
automotive  operations,  and  the  substantial 
turnarounds  in  profitability  of  our  aerospace- 
electronics  and  industrial  operations. 

Strong  demand  throughout  the  year  for 
machine  tools  and  equipment  for  offshore  oil 
drilling  helped  our  Industrial  Group  achieve  all- 
time  highs  in  sales  and  earnings.  Our  aerospace 
business  improved  significantly,  with  most 
operations  showing  better  profits  than  last  year. 

The  very  good  results  of  operations  serving 
the  automotive  aftermarkets  and  truck  markets 
worldwide  more  than  offset  the  decline  in  results 
of  our  original  equipment  business  due  to 
lower  passenger  car  production  and  the  fact 
that  our  prices  did  not  fully  recover  rising  costs 
of  materials  and  labor. 

Bendix  businesses  serving  the  shelter  markets 
were  unable  to  improve  on  last  year's  results: 
The  results  of  our  building  materials  operations 
held  up  reasonably  well  for  the  first  nine  months, 
but  operating  profits  for  the  year  fell  below  the 
fiscal  1973  figure  due  to  significant  fourth- 
quarter  declines  in  the  housing  market  and  in 
lumber  prices. 


If  you  would  like  a  copy  of  the  1974  Annual  Report, 
write  The  Bendix  Corporation,  Executive  Offices, 
Public  Relations  Dept.,  Southfield,  Michigan  48076. 


continue  five-year  uptrend. 


The  impact  of  tight  credit,  high  interest  costs 
and  the  energy  crisis  on  the  mobile  home  and 
recreational  vehicle  markets  kept  us  from  oper- 
ating profitably  in  this  segment  of  our  business. 

Looking  ahead,  our  1975  results  will  depend 
to  a  great  extent  on  whether  the  economy  will 
pick  up  appreciably  by  next  spring,  as  some 
predict. 

Nevertheless,  we  are  encouraged  by  our 
results  to  date  in  the  first  quarter.  We  think  that 
the  combination  of  stringent  cost  control  mea- 
sures, further  improvements  from  our  aero- 
space and  automotive  aftermarket  operations, 
and  continued  good  performance  of  our  indus- 
trial product  lines  will  tend  to  offset  the  soft 
markets  for  other  areas  of  our  business  in  the 
early  part  of  the  year,  and  produce  another 
good  year  for  Bendix. 

W.  Michael  Blumenthal 

Chairman,  President  and  Chief  Executive  Officer 
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♦Figures  exclude  a  non-recurring  credit 
and  extraordinary  items. 
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tion  losses  and,  more  embarrassingly, 
by  a  much-publicized  $42-million 
trading  deficit  in  its  bond  account. 
Marine  Midland,  with  the  only  actual 
earnings  decline  among  the  New 
York  banks,  felt  the  pinch  of  the  eco- 
nomic slowdown,  while  the  need  to 
add  money  to  loan  loss  reserves  kept 
profits  down. 

Outside  New  York,  the  big  disap- 
pointment for  followers  of  bank 
stocks  was  the  fall  from  favor  of  the 
regional  banking  stars.  One  of  the 
heaviest  losers  was  North  Carolina's 
NCNB  Corp.  Its  shares  slid  from  40 
last  January  to  less  than  10.  With 
earnings  off  18%  for  the  first  three 
quarters,  NCNB  was  squeezed  both 
in  the  U.S.  and  in  Europe  because 
of  record  short-term  interest  rates.  To 


compete  with  larger,  better-known 
banks  during  the  summertime  crisis 
of  confidence,  it  had  to  pay  premium 
prices  for  borrowed  money. 

At  First  Pennsylvania  Corp.,  victim 
of  a  similar  market  collapse,  Chair- 
man John  Bunting  now  wants  to  hold 
growth  to  an  annual  5%  after  several 
years  of  a  20%  pace.  For  the  first 
time  in  a  decade,  his  bank  may  not 
post  a  year-end  earnings  increase. 

Part  of  the  problem  at  the  regional 
banks  isn't  the  banking  business  at 
all.  Wachovia,  another  North  Caro- 
lina institution,  is  a  good  example.  Its 
banking  income  was  up  nearly  25%, 
but  because  of  declines  in  consumer 
lending  and  real  estate  operations, 
nine-month  earnings  were  flat. 

"What  used  to  be  the  case  for  hold- 


ing-company diversification  is  now  a 
negative,"  explains  Warren  Marcus, 
who  follows  bank  stocks  for  Salomon 
Bros.  Most  banks  diversified  into  areas 
that  are  countercyclical  to  their  main 
business.  In  these  fields— such  as  install- 
ment finance  and  mortgage  banking 
—the  asset  yield  is  fixed.  When  costs 
and  interest  rates  jump  together,  as 
they  did  last  year,  profits  dissolve. 

Of  course,  the  major  banks  are  in- 
to nonbanking  activities  as  well.  But 
at  Citicorp  or  Chase  Manhattan,  these 
services  provided  only  a  small  per- 
centage of  total  income.  For  Wacho- 
via and  some  ojther  regional  holding 
companies,  nonbanking  income  had 
amounted  to  nearly  40%  of  the  total. 
In  its  own  way,  however,  the  Fed  may 
put    an    end    to    such    diversification. 
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Combined  Insurance 

21.3% 

1 

21.70/0 

0.0 

20.1% 

1 

21.0% 

13.4% 

12.7%** 

3 

13.7%** 

9 

USLIFE 

16.4 

2 

16.8 

0.4 

13.2 

3 

12.8 

12.2 

9.7** 

8 

22.6** 

1 

Provident  Life  &  Ace 

14.2 

3 

16.0 

0.0 

16.0 

2 

14.2 

4.7 

14.5* 

1 

16.7* 

4 

Jefferson  Pilot 

11.8 

4 

13.0 

0.0 

13.0 

4 

11.8 

12.3 

1U** 

6 

16.9** 

3 

Capital  Holding  Corp 

11.3 

5 

12.1 

0.0 

11.9 

5 

11.4 

14.0 

12.6* 

4 

14.6* 

6 

Southwestern  Life 

11.2 

6 

12.8 

0.0 

12.8 

7 

11.2 

8.9 

5.7** 

10 

13.9** 

8 

Richmond  Corp 

10.5 

7 

11.0 

0.0 

11.1 

5 

11.4 

9.7 

11.5** 

5 

14.5** 

7 

NLT 

9.8 

8 

10.3 

0.0 

10.3 

8 

9.9 

17.1 

7.2* 

9 

12.1* 

10 

Washington  Nati  Corp 

9.8 

9 

9.1 

0.2 

8.2 

9 

9.4 

5.5 

98* 

7 

9.0* 

11 

Nationwide  Corp 

8.4 

10 

10.2 

0.0 

10.5 

10 

8.9 

6.1 

13.2** 

2 

15.9** 

5 

American  Natl  Finl 

7.6 

11 

9.5 

0.0 

9.5 

11 

7.6 

9.2 

3.8** 

11 

19.4** 

2 

Republic  Natl  Life 

»* 

** 

0.0 

** 

•* 

** 

*» 

»» 

Franklin  Life  Ins 

*» 

** 

0.0 

*» 

•• 

** 

•• 

•  • 

Medians 

11-2 

12.1 

0.0 

11.9 

11.4 

9.7 

11.3 

14.6 

Govt  Employees  Ins 

23.4% 

1 

20.1% 

0.1 

18.9% 

1 

23.6% 

6.00/0 

18.2%** 

1 

22.2%** 

2 

Ohio  Casualty 

21.4 

2 

18.1 

0.0 

18.1 

2 

21.4 

8.0 

12.6** 

5 

20.3** 

3 

General  Reinsurance 

16.3 

3 

16.2 

0.0 

15.7 

4 

16.2 

10.6 

14.3 

3 

22.8 

1 

Kemper  Corp 

15.5 

4 

11.2 

0.0 

11.0 

5 

15.3 

4.0 

14.8** 

2 

17.8** 

5 

Amer  Re-Insurance 

15.2 

5 

4.7 

0.0 

4.7 

3 

16.5 

2.6 

8.3 

7 

17.4 

6 

Crum  &  Forster 

11.3 

6 

9.2 

0.0 

8.7 

6 

10.5 

4.1 

13.1 

4 

16.7 

7 

U  S  Fidelity  &  Gty 

9.7 

7 

8.4 

0.0 

8.4 

7 

9.7 

5.2 

10.1 

6 

11.3 

8 

Continental  Corp 

9.0 

8 

8.1 

0.0 

7.7 

8 

8.4 

6.2 

6.0* 

8 

19.3* 

4 

Medians 

15.4 

10.2 

0.0 

9.9 

15.8 

5.6 

12.9 

18.6 

American  Intl  Group 

19.7% 

1 

22.9% 

0.1 

20.9% 

1 

18.5% 

7.9% 

16.9%** 

1 

25.0%** 

2 

Safeco 

13.4 

2 

5.7 

0.3 

5.1 

4 

11.0 

3.4 

12.6** 

4 

62** 

10 

Connecticut  General 

12.7 

3 

14.3 

0.0 

14.2 

2 

12.7 

5.1 

10.3* 

7 

28.3* 

1 

St  Paul  Companies 

12.3t 

4 

10.8 

0.2 

9.8 

3 

11.3t 

7.0 

12.1** 

5 

8.4** 

9 

Aetna  Life  &  Cas 

11.2 

5 

11.7 

0.1 

10.7 

5 

10.5 

3.6 

9.8 

8 

18.2 

5 

Chubb 

10.4 

6 

6.8 

0.0 

6.8 

6 

10.4 

3.8 

152** 

3 

118** 

6 

Lincoln  Natl  Corp 

10.3 

7 

9.4 

0.0 

9.0 

8 

9.7 

6.5 

11.1* 

6 

10.6* 

7 

INA 

10.0 

8 

9.5 

0.0 

9.4 

7 

10.1 

4.5 

16.7* 

2 

19.3* 

4 

American  General 

10.0 

9 

10.8 

0.1 

9.7 

9 

9.4 

7.5 

7.1** 

11 

9.6 

8 

Travelers 

9.6 

10 

11.9 

0.1 

11.1 

10 

9.1 

4.0 

9.8** 

9 

24.1** 

3 

CNA  Financial 

deff 

11 

def 

0.2 

def 

11 

1.7t 

def 

8.3** 

10 

PD** 

11 

Medians 

10.4 

10.8 

0.1 

9.7 

104 

4.5 

11.1 

11.8 

Industry  Medians       1L3 


10.9 


0.0 


10.6 


11.1 


6.2 


11.4 


16.7 


Note:  Explanation  of  Yardstick  calculations  on  page  38. 
P-D  Profit  to  deficit. 


t  Four-year  average.        t  Four-year  growth.        ft  Three-year  growth. 


Not  available;  not  ranked.         dof— Defied 
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During  the  past  six  months,  the 
Board  has  vetoed  several  planned  ac- 
quisitions, some  involving  major  banks 
like  BankAmerica,  Bankers  Trust  and 
First  Chicago,  ruling  that  the  banks' 
capital  base  could  not  support  the 
expansion. 

An  indication  of  what  happened  to 
the  banks  and  some  insurance  com- 
panies with  consumer  lending  sub- 
sidiaries is  evident  from  the  results 
of  the  specialists  in  the  small-loan 
business.  These  companies  basically 
buy  money  wholesale  and  lend  it  out 
at  retail— usually  for  the  highest  legal 
rate  of  interest.  During  a  period  of 
rising  interest  rates,  they  can't  raise 
loan  fees  to  customers  to  keep  up 
with  their  own  rising  money  costs. 

At  Household  Finance,  lending  prof- 
its in  the  first  nine  months  dropped 
17%  as  the  company's  effective  bor- 
rowing rate  jumped  from  7.8%  to  over 
10%.    However,    earnings    from    mer- 


chandising and  manufacturing  opera- 
tions more  than  countered  the  lending 
decline.  Beneficial  Corp.  managed  to 
pare  its  lending  losses  because  of  a 
relatively  light  ratio  of  expensive 
short-term  debt.  CIT  kept  earnings 
nearly  flat,  thanks  to  profits  from  its 
subsidiary,  National  Bank  of  North 
America.  But  for  Control  Data's  Com- 
mercial Credit,  high  interest  rates 
and  computer  order  cancelations  co- 
incided; earnings  through  September 
slumped  59%. 

In  general,  the  financial  services 
companies  turned  in  lackluster  per- 
formances. At  American  Express,  the 
gain  in  profitability  came  from  travel 
and  international  banking,  not  its 
Fireman's  Fund  insurance  subsidiary. 
The  earnings  of  Federal  National 
Mortgage  Corp.  are  deceptive:  Fan- 
nie Mae  has  an  unusually  high  debt/ 
equity  ratio;  a  look  at  its  return  on 
total   capital,    as   opposed   to   its   re- 


turn on  equity,  shows  the  effect  of 
the  housing  slowdown.  The  housing 
slump  also  hurt  California  S&L  hold- 
ing companies  like  H.F.  Ahmanson, 
First  Charter  and  Great  Western  Fi- 
nancial, where  loan  volume  was  off 
by  a  third  in  the  first  three  quarters. 

If,  however,  the  finance  and  finan- 
cial services  companies  got  caught  in 
the  squeeze  of  higher  interest  rates, 
insurance  firms— particularly  those 
with  heavy  concentrations  of  whole- 
life  business— were  at  the  opposite  end 
of  the  spectrum.  Their  cash  premium 
income  is  relatively  steady.  So  they 
enjoyed  the  luxury  of  a  built-in  flow 
of  new  money  to  invest  at  top-notch 
returns.  At  W.  Clement  Stone's  fast- 
growing  Combined  Insurance,  for  ex- 
ample, investment  income  was  up 
nearly  35%  through  September.  Even 
giant  NLT  Corp.  managed  to  jump 
the  yield  on  its  $2.1-billion  portfolio 
54  basis  points,  to  6.1%. 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 
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Earnings/Share 


Debt/ 
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Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

3-Year 

3-Year 

3-Year 

3-Year 

Average 

Rank 

12  Months 
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12  Months 

Rank 

Average 
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Average* 

Rank 

Average* 

Rank 

J  P  Morgan  &  Co 

14.9% 

1 

16.2% 

0.4 

12.1% 

2 

12.1% 

9.1% 

22.6% 

7 

15.4<fc 

2 

Bank  of  New  York 

14.6 

2 

15.3 

0.3 

11.7 

4 

11.0 

9.6 

12.3 

9 

6.3 

6 

Citicorp 

14.5 

3 

16.4 

0.1 

14.4 

1 

12.4 

6.6 

29.1 

2 

17.0 

1 

Mfrs  Hanover  Corp 

12.8 

4 

15.4 

0.1 

13.7 

3 

11.9 

6.9 

24.7 

4 

8.6 

4 

Marine  Midland  Banks 

12.5 

5 

12.0 

0.7 

7.2 

8 

8.2 

4.4 

23.4 

5 

1.2 

9 

Chase  Manhattan  Corp 

12.4 

6 

12.1 

0.4 

8.8 

6 

9.0 

4.8 

29.8 

1 

10.4 

3 

Bankers  Trust  N  Y 

12.3 

7 

13.1 

0.3 

9.8 

5 

9.6 

4.1 

25.3 

3 

8.2 

5 

Chemical  New  York 

10.7 

8 

11.6     * 

0.3 

8.9 

7 

8.7 

4.9 

22.7 

6 

1.4 

8 

Charter  New  York 

10.2 

9 

12.1 

0.5 

7.9 

9 

7.3 

4.7 

22.4 

8 

3.6 

7 

Medians 

12.5 

13.1 

0.3 

9.8 

9.6 

4.9 

m 

8.2 

First  Penna  Corp 

16.9% 

1 

I6.I0/0 

0.6 

10.4% 

2 

14.0% 

7.0% 

26.2% 

6 

9.4% 

7 

NCNB 

16.5 

2 

13.3 

0.7 

8.1 

13 

10.3 

6.7 

34.4 

3 

12.7 

4 

First  Intl  Bshs 

16.3 

3 

16.9 

0.1 

16.4 

1 

15.2 

10.3 

41.7 

1 

14.9 

1 

Republic  of  Texas 

15.1 

4 

16.6 

0.4 

12.2 

10 

11.0 

7.1 

29.7 

5 

9.2 

9 

BankAmerica  Corp 

14.9 

5 

15.9 

0.4 

11.6 

5 

13.2 

8.5 

16.2 

19 

9.6 

6 

First  Bank  System 

14.9 

6 

14.2 

0.2 

11.9 

3 

14.0 

10.6 

17.8 

15 

8.9 

11 

Philadelphia.Natl 

14.0 

7 

13.8 

0.4 

9.9 

8 

11.3 

7.6 

23.8 

9 

4.6 

16 

Seafirst 

13.8 

8 

13.9 

0.0 

14.0 

4 

13.8 

7.7 

20.1 

14 

7.9 

12 

WachowiaCorp 

13.5 

9 

12.2 

0.8 

6.7 

18 

8.5 

8.0 

23.1 

10 

7.4 

13 

Northwest  Bancorp 

13.4 

10 

13.5 

0.4 

9.9 

7 

11.4 

9.6 

16.6 

16 

9.1 

10 

Continental  Illinois 

13.1 

11 

14.2 

0.1 

12.2 

6 

12.3 

5.9 

33.6 

4 

13.5 

3 

First  Natl  Boston 

12.3 

12 

13.1 

0.5 

9.0 

11 

10.7 

6.6 

24.6 

8 

7.2 

15 

Western  Bancorp 

12.3 

13 

12.3 

0.4 

9.2 

16 

10.1 

5.8 

16.4 

17 

2.5 

19 

Natl  Detroit  Corp 

12.3 

14 

12.2 

0.3 

9.6 

15 

10.1 

8.5 

15.5 

20 

3.8 

17 

First  Chicago  Corp 

12.3 

15 

14.6 

0.4 

10.9 

12 

10.4 

6.5 

37.6 

2 

14.5 

2 

Harris  Bankcorp 

12.1 

16 

13.9 

0.4 

9.8 

17 

9.7 

7.9 

22.3 

12 

10.4 

5 

Crocker  Natl  Corp 

11.8 

17 

9.2 

0.5 

6.1 

20 

8.0 

3.6 

16.3 

18 

-1.9 

20 

Security  Pacific 

11.0 

18 

10.4 

0.0 

10.5 

9 

11.0 

4.8 

21.9 

13 

3.0 

18 

Wells  Fargo 

10.9 

19 

11.8 

0.7 

7.0 

19 

8.1 

4.8 

23.0 

11 

9.3 

8 

Mellon  National  Corp 

10.2 

20 

9.4 

0.0 

9.4 

14 

10.1 

6.4 

25.0 

7 

7.4 

14 

Union  Bancorp 

** 

13.5 

0.3 

10.5 

** 

6.1 

*» 

** 

Medians       13.3                  13.5         0.4           9.9 

10.9           7.0         23.1                       9.0 

Industry  Medians       12.8                  13.5         0.4           9.9 

10.7           6.7         23.1                       8.6 

lote:  Explanation  of  Yardstick  calculations  on  page  38.        "Not  available;  not  ranked. 

'Insufficient  data  for  5-year  growth  rate  due  to  accounting  rule  changes. 
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April's  funnel  clouds  in  the  Midwest 
devastated  insurers'  P&L  statements. 
Tornado  damage  alone  cost  over 
$500  million— the  largest  single  loss 
since  Hurricane  Betsy  hit  in  1965. 


Despite  the  plus  of  high  interest 
rates— and  the  fact  that  nearly  all  of 
Forbes'  list  of  life  companies  outper- 
formed their  five-year  records— life  in- 
surance stocks  still  tumbled.  Why? 
Investors  may  assume  that  interest 
rates— and  hence  investment  income 
—won't  stay  at  record  levels  in  1975. 

There  is  also  concern  about  a  fun- 
damental trend  away  from  individual 
whole-life  sales— in  a  sense  a  form  of 
forced  savings— and  toward  less  prof- 
itable term  and  group  insurance.  "A 
lot  of  people  believe  that  if  a  compa- 
ny can't  expand  its  whole-life  busi- 
ness, it  isn't  worth  looking  at,"  says 
Leandro  Galban,  an  insurance  spe- 
cialist at  Wood,  Struthers  &  Win- 
throp.  He  disagrees,  contending  that 
term  insurance  can  be  similarly  prof- 
itable if  companies  resist  the  practice 
of  pricing  term  as  a  loss-leader  to  at- 
tract whole-life  customers.  "Term 
doesn't  have  to  be  the  dog  most  peo- 
ple think  it  is,"  he  explains. 

Other  clouds  are  on  the  horizon, 
however:  Proposed  federal  legislation 


that  emphasizes  price  comparisons  in 
selling  life  insurance— at  the  expense 
of  an  agent's  marketing  skills— could 
lower  margins  for  the  entire  indus- 
try. Also,  Congress  is  likely  to  enact 
some  form  of  national  health  insur- 
ance in  1975.  That  could  affect  ma- 
jor accident  and  health  insurers. 

Two  life  insurers  that  did  less  well 
than  others  in  the  business  last  year 
have  diversification  to  blame:  U.S. 
Life  reported  flat  earnings,  largely 
because  of  its  consumer  credit  and 
savings-&-loan  operations.  Richmond 
Corp.'s  net  was  off  11%  for  the  first 
nine  months;  its  Lawyers  Title  In- 
surance subsidiary  was  a  victim  of  the 
housing  slump. 

While  the  life  companies  basked  in 
the  glow  of  high  interest  rates,  fire- 
&-casualty  insurers  were  hit  by  their 
own  version  of  the  triple  whammy. 
First,  the  rash  of  springtime  tornadoes 
made  1974  the  worst  year  for  catas- 
trophe damage  in  the  past  decade. 
That,  plus  inflated  repair  and  replace- 
ment costs,  led  to  record  annual  un- 
derwriting losses  for  the  industry  of 
nearly  $1.5  billion.  To  boot,  plung- 
ing stock  prices  forced  many  compa- 
nies to  increase  their  reserves— and 
decrease  their  profits— to  keep  within 
limits  imposed  by  state  regulators. 

Result:  None  of  the  casualty  in- 
surers was  able  to  match  its  five-year 
earnings  record  during  the  latest  12 
months.  One  of  the  best  relative  per- 
formers was  General  Reinsurance,  a 
specialized  insurer  of  excess  risks  for 
other  insurers.  But  American  Re-In- 
surance, in  the  same  business,  saw 
earnings  drop  70%  for  the  first  three 
quarters.  Its  construction  surety  un- 
derwriting racked  up  heavy  losses. 

In  auto  insurance,  things  could 
have  been  much  worse.  Accident  fre- 
quency was  down  because  of  higher 
gasoline  prices  and  the  economic 
slump.  That  helped  industry-leader 
Government  Employees  Insurance 
show  a  slim  1%  earnings  gain  for  its 
first  nine  months.  GEICO  also  had  a 
few  tricks  up  its  sleeve.  "They  jumped 
the  service  fee  for  paying  premiums 
in  quarterly  installments  from  50  cents 
to  $1,"  says  James  Stradtner  of  the 
investment  banking  firm  of  Legg  Ma- 
son. "That  brought  something  like  $2 
million  straight  to  the  bottom  line." 

Upturn? 

Though  the  stocks  of  the  property 
insurers  are  still  depressed,  most  have 
come  back  from  their  1974  lows. 
Ohio  Casualty,  for  example,  fell  from 
45  to  15,  but  by  late  in  the  year  had 
wiped  out  nearly  half  of  that  loss. 

The  reason?  Premium  rates  are 
now  going  up  to  reflect  last  year's 
underwriting  losses.  For  commercial 
lines  of  insurance,  increases  are  easy 


since  there  is  no  regulation.  In  auto 
and  homeowners'  lines,  the  trend  to- 
ward file-and-use  rate  schedules 
makes  premium  hikes  less  difficult 
than  when  hearings  were  required  be- 
fore raising  rates.  "This  can  give  the 
industry  the  flexibility  it  needs  to  deal 
with  inflation  if  the  companies  ever 
get  smart  enough  to  use  it,"  says  Neil 
Kreisel,  Oppenheimer's  top  insurance 
analyst.  Rate  increases  in  the  23  states 
that  do  not  require  prior  approval 
are  usually  being  implemented  with- 
out opposition,  he  says. 

With  1974  on  the  books  as  a  good 
year  for  life  insurance  and  a  bad  one 
for  fire-&-casualty  insurance,  the  mul- 
tiple-line companies  took  the  bitter 
with  the  sweet.  American  Interna- 
tional's broad  geographical  base 
helped  it  keep  underwriting  losses 
down,  and  earnings  actually  increased 
9%.  By  contrast,  Chubb  Corp.,  which 
had  to  bolster  reserves  by  $7  million 
because  of  tornado  claims,  posted  a 
56%  decline  for  the  first  three  quarters. 

Among  the  bigger  multiple-line  in- 
surers, Connecticut  General,  where 
life  insurance  is  a  greater  share  of 
total  income,  kept  its  top  ranking. 
Aetna  and  Travelers  both  reported 
earnings  off  6%  through  September. 
But  Travelers'  jump  in  current  return 
on  equity  is  deceptive:  During  the 
year  the  company  bought  nearly  1 
million  shares  of  its  own  stock  (more 
than  2%  of  the  outstanding  common ) . 
That  decrease  in  the  capital  base 
makes  its  relative  return  look  better. 

Of  all  insurers,  CNA  Financial  prob- 
ably generated  the  most  publicity,  as 
Gulf  Oil,  Loews  Corp.  and  a  Swiss  in- 
surance outfit  tried  to  take  it  over. 
Loews  finally  won  out,  but  CNA 
posted  a  very  poor  financial  report 
for  its  new  owners.  The  company  tal- 
lied up  a  loss  of  $200  million  for 
the  first  three  quarters,  due  in  largr 
part  to  its  Larwin  Group  homebuild- 
ing  subsidiary.  But  its  insurance  busi- 
ness wasn't  so  good  either;  health  un- 
derwriting losses,  affected  by  soaring 
medical  costs,  made  it  necessary  to 
add  $40  million  to  reserves  in  the 
third  quarter  alone. 

In  all,  then,  the  popularity  of  cold 
cash  last  year  didn't  necessarily  bring 
a  bonanza  year  for  the  finance  indus- 
try. Aside  from  the  growing  concern 
about  bank  loan  losses  and  insurance 
reserves,  there  were  few  real  surprises. 
Diversification  into  countercyclical 
businesses,  such  as  personal  lending, 
proved  to  a  few  managements  that 
the  broader  base  can  be  a  liabilit\ 
when  cycles  swing  the  wrong  way. 
But  one  thing  is  e«rtain:  If  interest 
rates  stay  up  and  dollars  stay  dear, 
well-run  banks  and  insurance  firms 
will  benefit  more  than  their  capital- 
hungry  customers.  ■ 
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ONE  SEASON  WERE  SO  FIRED  UP 


the  family  lines  system  of  railroads,  owned  by 
Seaboard  Coast  Line  Industries,  serves  the  important 
coal  producing  areas  in  Appalachia  and  the  Midwest 
that  abound  with  known  reserves  of  more  than  12  billion 
tons— much  of  it  low  sulfur,  high  quality  grade— enough 
to  fuel  the  entire  country  for  240  years  at  the  rate 
we're  going. 

Since  1964,  our  Louisville  and  Nashville  Railroad's 
coal  originations  have  increased  45%.  The  1978  forecast 
indicates  a  jump  to  64  million  tons,  a  100%  gain  over 
1964.  And  we're  constantly  increasing  our  capabilities 
to  take  advantage  of  this  growth.  Right  now,  12  billion 


tons  of  coal  is  a  good  reason  to  be  fired  up. 

Seaboard  Coast  Lines  Industries,  Inc.,  is  a  $2  billion 
corporation.  It  is  made  up  of  the  family  lines  system 
of  railroad  companies,  a  16,600  mile  rail  network, 
including  the  Seaboard  Coast  Line,  Louisville  and 
Nashville,  Clinchfield,  Georgia  and  West  Point  Route 
railroads,  a  land  holding  company,  a  data  processing 
company,  a  newspaper  publishing  company,  and  two 
real  estate  companies. 

For  more  information,  write:  Donald  T.  Martin.Vice 
President,  Seaboard  Coast  Line  Industries,  Inc.,  500 
Water  Street,  Jacksonville,  Florida  32202. 


SEABOARD  COAST  LINE  INDUSTRIES  M 


Transportation 


The  impact  of  inflation  was  moderated  last  year— 
for  the  railroads  by  generous  rate  hikes;  for  the 
airlines  by  drastic  cuts  in  schedules  as  well. 
Will  they  be  as  fortunate  in  1975? 


By  all  recent  experience,  the  na- 
tion's transportation  companies  should 
have  taken  a  thrashing  from  inflation 
last  year.  The  normal  pattern  has  been 
for  costs  to  rise  faster  than  permit- 
ted rate  increases.  Wages,  mainte- 
nance expenses  and  equipment  costs 
all  rose  sharply,  and  fuel  costs  soared. 
That  they  weren't  thrashed— and  some 
of  the  railroads  and  airlines  seemed 
particularly  ripe  for  a  beating— was 
big  news.  That  quite  a  few  actually 
improved  their  performance  was  even 
bigger  news. 

What  happened,  more  than  any- 
thing else,  was  that  the  government 
regulations  were,  at  last,  more  sym- 
pathetic to  the  industry's  problems. 
Antitrust  rules  were  relaxed  to  allow 
the  airlines  to  carve  up  routes  more 
efficiently,  and  fares  were  increased 
15%.  The  Interstate  Commerce  Com- 
mission granted  the  railroads  excep- 
tionally generous  boosts  in  freight- 
hauling  rates,  up  around  13%  for  the 
year.  By  comparison,  since  the  late 
1960s  annual  rate  increases  rarely  ran 
above  2%  or  3%.  Nor  did  the  higher 
freight  rates  cause  the  railroads  to 
lose  business;  truckers  and  other  com- 
petitors were  also  raising  their  rates. 

But  what  will  happen  in  1975?  In- 
flation is  continuing.  Fuel  prices  are 
still  going  up.  The  railroads  face  huge 
wage  claims  from  their  unions— which 


have  the  power,  virtually,  to  tie  up 
the  entire  country.  Will  the  regula- 
tory agencies  continue  to  be  coopera- 
tive in  allowing  the  carriers  to  pass 
on  their  costs?  And,  assuming  the 
agencies  do  cooperate,  will  the  ever- 
higher  rates  meet  serious  consumer 
resistance?  As  1974  wore  on,  airline 
traffic  was  already  slowing  down.  By 
December  the  thinking  in  the  indus- 
try seemed  to  be  that  some  promo- 
tional fares  were  needed  to  attract 
business.  Both  Trans  World  Airlines 
and  UAL  proposed  trimming  round- 
trip  coach  fares  on  some  long-haul 
flights  by  as  much  as  25%. 

The  airlines,  moreover,  no  longer 
have  the  scope  for  cuts  in  schedules 
that  saved  them  so  much  money  last 
year.  In  fact,  the  general  trend  was 
toward  increasing  the  number  of 
flights— achieving  the  goal  as  econom- 
ically as  possible  by  replacing  bigger 
planes  with,  say,  two  small  jets. 

For  the  railroads,  the  dangers  of 
pricing  themselves  out  of  the  mar- 
ket are  slight;  expensive  as  it  is,  rail 
hauling  is  still  relatively  cheap  for  a 
wide  range  of  products.  The  problem 
for  the  railroads  is  that  the  rail  unions 
are  very  hungry  this  year  after  a 
brief  period  of  relative  moderation. 
Expecting  a  tough  settlement,  the 
railroads  have  already  asked  for  a  7% 
rate  increase;  this  would  yield  about 


$1  billion  in  additional  revenues.  The 
roads  may  need  every  cent  of  it. 
"The  unions,"  points  out  John  Fish- 
wick,  chairman  of  the  Norfolk  &  West- 
ern Railway,  "came  in  asking  for  20%. 
They  won't  get  that,  but  they  are  go- 
ing to  get  appreciably  more  than  last 
year's  4%." 

For  the  airlines,  1974  was  a  very 
healthy  year  in  some  cases,  but  by 
no  means  in  all.  Five  of  the  13  air- 
lines covered  here  showed  sizable  in- 
creases in  profitability  over  the  latest 
12  months.  The  industry's  median  re- 
turn on  equity  was  an  excellent  13.2%, 
nearly  double  the  five-year  average. 
However,  American  Airlines  and  East- 
ern Air  Lines  barely  managed  to  keep 
out  of  the  red,  and  Pan  American 
World  Airways'  solvency  actually 
hung  in  the  balance. 

At  the  beginning  of  1974  the  air- 
lines industry  was  heading  for  disas- 
ter. Fuel  bills  went  through  the  roof 
and  traffic  slackened;  no  longer  could 
the  industry  afford  planes  flying  two- 
thirds  empty.  And  yet  during  the  year 
they  were  slated  to  take  delivery  of  a 
lot  more— 105  to  be  exact.  Among 
these  were  three  of  the  300-plus  seat 
Boeing  747s,  which,  while  fuel-effi- 
cient, are  not  the  best  kind  of  equip- 
ment to  have  around  when  traffic 
isn't  growing  very  much.  As  a  Wall 
Street  analyst  put  it:  "A  747  on  a 
2,000-mile  haul  filled  with  passengers 
is  the  closest  thing  to  a  money-making 
machine.  But  a  747  half  empty  is  an 
absolute  disaster." 

Airline  executives  bit  the  bullet.  By 
February  of  last  year  some  96  jets 
were  grounded,  many  of  them  747s. 
By  June  the  airlines  had  gotten  rid 
of  123  unnecessary  aircraft,  either  by 
selling  them  to  foreign  carriers  or  to 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share  I 


Debt/ 
Equity 

Net 

Company 

5-Year 

5-Year 

Latest 

Latest 

5-Year         5-Year 

Profit 

5- Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank           Average 

Margin 

Average 

Rank 

Average 

Rank 

Tiger  International 

20.3% 

1 

12.6% 

1.8 

5.2<fc 

1                 9.0% 

7.6% 

24.6% 

2 

22.0% 

1 

Delta  Air  Lines 

18.0 

2 

24.2 

0.6 

11.8 

2             8.7 

7.5 

18.0 

3 

8.5 

3 

Braniff  Intl 

13.3 

3 

18.0 

1.7 

7.9 

3             6.3 

4.6 

10.7 

9 

6.0 

4 

Western  Air  Lines 

13.0 

4 

23.2 

1.1 

10.4 

4            6.1 

5.5 

14.5 

4 

9.4 

2 

National  Airlines 

9.4 

5 

16.6 

0.6 

7.7 

6             5.0 

7.1 

10.2 

11 

-6.4 

5 

Northwest  Airlines 

8.5 

6 

13.2 

0.4 

8.2 

5             5.6 

9.6 

6.5 

13 

-7.1 

6 

Allegheny  Airlines 

6.9 

7 

17.3 

2.7 

7.2 

7            4.7 

2.7 

26.9 

1 

DP 

Continental  Airlines 

5.4 

8 

7.2 

1.9 

4.1 

8            3.5 

2.5 

14.3 

5 

-14.1 

7 

UAL 

3.0 

9 

13.2 

1.0 

6.5 

9             2.7 

4.2 

11.4 

8 

-22.7 

8 

Trans  World  Airlines 

0.6 

10 

def 

2.0 

def 

10            2.1 

def 

12.2 

7 

P-D 

9 

Eastern  Air  Lines 

def 

11 

def 

2.6 

def 

11             1.4 

def 

12.5 

6 

PD 

9 

American  Airlines 

def 

12 

2.6 

0.9 

2.4 

12            0.4 

0.9 

10.4 

10 

PD 

9 

PanAm  World  Airways 

def 

13 

def 

2.0 

def 

13            def 

def 

7.6 

12 

P-D 

9 

Industry  Medians 

6.9 

13.2 

1.7 

6.5 

4.7 

4.2 

12.2 

-10.6 

Note:  Explanation  of  Yardstick 

calculations  on 

page  38. 

def— Deficit.        DP  Deficit  to  profit;  not  ranked.        P-D  Profit  to  deficit. 
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'egheny  Warn 
dustriesjacohsen 
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ou  drive  befc 
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Actually  our  Consumer  Group  has  many  ways 
to  steer  people  with  free  time  toward  good  times. 
Every  year,  Jacobsen  turns  out  more  and  more 
power  mowers  that  keep  lawn-beeping  easy  and 
golf  courses  groomed.  True  Temper  makes  growing 
numbers  of  golf  club  components,  fishing  rods  and 
reels,  gardening  tools. 

Allegheny  Ludlum  Steel  products  move  ahead 
in  the  leisure  market,  too.  From  stainless-alloy 
barbecue  utensils  to  parts  for  camper  trailers, 
boats,  golf  carts,  cars,  planes.  Wherever  you 
watch  TV,  Arnold  Engineering's  special  magnetic 
materials  go  to  work 
Snowplow  blades  with 
Carmet's  carbide  tips 
clear  a  lot  of  roads  to 
ski  country. 

Leisure  is  just  one 
field  where  Allegheny  Ludlu 
Industries  drives  toward  growth 
and  arrives  with  better  ways 
for  you  to  work  and  live. 

Allegheny  Ludlum  Indus 
tries,  Inc.,  Oliver  Bldg., 
Pittsburgh,  Pa.  15222.  Our 
other  key  Industries:  Walling- 
ford,  Special  Metals,  IPM. 


U.S.  1  ion  scheduled  airlines,  or  by  giv- 
ing them  back  to  Boeing.  A  tough 
decision,  but  it  paid  off.  Through  Oc- 
tober domestic  traffic  increased  a  bare 
4%.  But  with  capacity  held  in  check, 
coupled  with  the  decrease  in  the  num- 
ber of  flights,  available  seat-miles  de- 
creased 7.4%  while  revenue  passenger- 
miles  grew  4%.  As  a  result,  the  indus- 
try's load  factor  rose  to  57%,  from 
51%  in  1973. 

The  cutbacks  prevented  a  down- 
turn from  turning  into  a  disaster.  Had 
it  not  been  for  the  reduced  capacity, 
inflation  and  slowed  growth  would 
have  put  most  of  the  industry  into 
the  red.  As  it  was,  the  cuts  were 
sharp  enough  to  give  the  airlines, 
overall,  a  slightly  better  year  in  1974 
than  in  1973;  for  the  trunk  lines 
net  profits  inched  up  somewhat  from 
the  not-verv-satisfactory  $170  million 
of  1973. 

Mixed  Pattern 

However,  that  total-profit  figure,  no 
more  than  $200  million,  covers  some 
wide  divergencies.  Delta  Air  Lines 
alone  accounted  for  half  of  the  net 
profits;  UAL  the  other  half.  The 
smaller  profits  of  the  other  carriers 
were  canceled  out  by  heavy  doses  of 
red  ink  from  Pan  Am  and  TWA. 

Delta,  superbly  managed  as  usual, 
is  a  relatively  short-haul  line;  its  av- 
erage route  is  only  550  miles,  as  com- 
pared with  857  miles  for  UAL  and 
1,003  miles  for  American.  The  short- 
er routes  have  been  growing  best. 
Last  October  traffic  was  down  for  the 
industry,  but  Delta's  revenue  passen- 
ger miles  jumped  16.1%.  Delta  picked 
up  a  lot  of  new  passengers  from 
strike-bound  National  Airlines,  but 
the  energy  crisis  helped  too.  People 
who  once  drove  to  nearby  cities  to 
conduct  their  business  were  flying  in 
an  effort  to  save  gasoline.  Says  one 
airline  analyst:  "I'm  not  driving  to 
Hartford  anymore.  I'm  going  to  fly." 

As  in  every  regulated  industry, 
however,  the  Government  can  at  any 
time  change  the  rules  of  the  game. 
Delta  faces  such  a  threat  right  now. 
The  Civil  Aeronautics  Board  is  study- 
ing a  proposal  that  would  increase 
ticket  prices  on  short-haul  routes, 
such  as  Delta's  Atlanta-Macon,  Ga. 
route,  and  decrease  prices  on  long 
flights,  such  as  New  York-Los  An- 
geles. A  ruling  on  the  plan  is  expect- 
ed sometime  this  year.  The  argument 
is  that  each  passenger  should  pay 
what  it  costs,  including  a  fair  profit, 
to  fly  from  one  city  to  another.  Gen- 
erally, it  costs  more  per  mile  to  fly 
the  shorter  routes,  so  the  CAB  claims 
these  fares  should  be  increased.  Del- 
ta, the  king  of  the  short-haulers,  nat- 
urally is  against  such  a  fare  struc- 
ture, fearing  that  higher-priced  tickets 


Higher  fuel  costs  forced  the  airlines 
to  increase  fares.  Now  they  may  have 
to  cut  them  to  attract  passengers. 

will  drive  people  back  into  their  ears. 
In  addition,  others  doubt  that  the 
fare  cuts  on  long-haul  flights  will  be 
sufficient  to  generate  new  traffic  for 
such  carriers  as  TWA  and  American, 
who  have  profit  problems. 

At  the  other  end  of  the  profit  spec- 
trum from  Delta  is  Pan  Am.  The  na- 
tion's so-called  flagship  airline  abroad 
is  the  closest  to  bankruptcy.  In  the 
red  by  $45  million  through  October 
of  last  year,  Pan  Am's  $125-million 
line  of  revolving  credit  may  be  all 
used  up  by  September,  leaving  the 
airline  short  of  cash. 

Pan  Am  has  lost  money  for  six 
years  in  a  row.  It  is  in  such  poor 
shape  that  the  solution  to  its  plight 
now  is  largely  in  the  Government's 
hands.  Congress  may  boost  the  mail 
rates  it  pays  the  international  car- 
rier, and  the  Administration  may  seek 
to  reduce  the  number  of  competing 
flights  foreign  carriers  make  over  the 
North  Atlantic.  In  the  end,  however, 
it  may  take  a  merger  or  route  swap 
deal  with  TWA  to  save  Pan  Am. 

Through  October,  railroad  revenues 
rose  15.8%,.  to  $12.6  billion,  but  net 
railway  operating  income  shot  up  32%, 
to  $764  million.  But  with  the  coal 
miners  on  strike  late  in  the  year,  it 
was  doubtful  the  railroads  would  do 
much  better  for  the  full  year  than 
they  had  in  1973. 

But  coal  may  be  a  big  plus  for  the 
rails  in  1975.  The  comeback  of  coal 
as  the  substitute  fuel  for  oil-short  util- 
ities was  one  of  the  main  reasons  the 
railroads  did  fairly  well  last  year  and 
may  again  in  1975.  Carloadings  for 
coal  through  the  first  44  weeks  of 
1974  were  up  6.4%,  while  shipments 
of  most  other  commodities  were  either 
flat  or  down  substantially.  Says  ana- 
lyst Scott  Nicholls  of  Fourteen  Be- 
search:  "I  think  in  earnings,  the  rails 


in  1975  could  outperform  the  indus- 
trials, which  are  expected  to  be  down 
by  around  20%." 

The  Burlington  Northern  may  bene- 
fit the  most  from  the  coal  boom.  It 
has  been  estimated  that  1.3  trillion 
tons  of  coal,  or  almost  50%  of  the 
total  U.S.  reserves,  are  located  in  the 
Burlington's  service  area.  In  addition, 
the  Burlington  itself  owns  more  than 
11.5  billion  tons  of  economically 
mineable  coal,  with  some  5  billion  tons 
of  it  currently  under  lease.  The  in- 
crease from  coal  is  already  beginning 
to  mount.  Last  year  Burlington's  coal 
traffic  climbed  to  an  estimated  $135 
million,  from  $90  million  in  1973.  By 
1976  its  coal  traffic  is  expected  to 
total  at  least  $200  million. 

The  Chessie  System,  whose  for- 
tunes are  built  on  coal,  was  again  in 
the  chips.  Chessie  is  the  largest  car- 
rier of  bituminous  coal  in  the  U.S.  At 
present,  around  90  new  mines  in  the 
Chessie's  service  area  are  in  the  plan- 
ning or  construction  stages.  To  handle 
this  new  traffic  the  railroad  last  year 
reported  it  intended  to  buy  more  than 
10,000  new  coal  cars.  Even  without 
this  new  business,  however,  the  Ches- 
sie was  doing  all  right  on  what  it  had. 
Last  year  it  pushed  earnings  up  23%, 
to  an  estimated  $9.50  a  share. 

The  Norfolk  &  Western,  however, 
is  profiting  the  most  from  coal.  And 
in  the  most  recent  12  months  it  showed 
the  best  record  of  any  railroad,  re- 
turning 11.7%  on  stockholders'  equity. 
One  of  the  reasons  is  that  its  coal 
business  has  an  above-average  profit 
margin  built  into  it.  The  N&W  does 
not  haul  as  much  coal  as,  say,  the 
Chessie,  but  most  of  its  traffic  is  in 
the  higher  margined  metallurgical 
coal.  In  addition,  a  good  deal  of  that 
coal  is  loaded  onto  hopper  cars  in 
West  Virginia  and  runs  downhill  to 
the  East  Coast.  Then  the  cars  are 
hauled  back  uphill,  empty.  No  one 
has  ever  bothered  to  calculate  how 
much  the  downhill  run  trims  operat- 
ing costs  vs.  a  similar  flat  run,  bul 
the  difference  has  to  be  substantial. 
And,  like  the  other  railroads,  the  j 
N&W's  coal  business  is  mounting.  In 
1973  the  N&W  originated  some  67 
million  tons.  Even  with  the  coal  strike, 
the  N&W  expected  to  haul  as  much 
coal  in  1974.  Becession  or  not,  1975 
looks  safe.  Net  railway  operating  in- 
come (before  interest)  could  match 
last  year's  estimated  $135  million. 

Tons  Of  Money 

Despite  the  fact  that  the  railroads' 

return  on  total  capital  improved  last 
year  (see  Yardsticks) ,  the  industry  ;is 
a  whole  is  not  earning  enough  to 
properly  maintain  its  equipment  and 
roadbeds.  It  has  been  estimated  thai 
the  railroads  should  spend  an  awragi 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$250,000,000 
Sohio/BP  Trans  Alaska  Pipeline  Finance  Inc. 

93A  %  Debentures  Due  1999 


Secured  by  the  pledge  of  9%%  Guaranteed  Notes  Due  1999  of  Sohio  Pipe  Line  Company  in  the  principal 
amount  of  $169,500,000  and  BP  Pipelines  Inc.  in  the  principal  amount  of  $80,500,000,  which  are  respec- 
tively guaranteed  as  to  payment  of  principal,  premium,  if  any,  and  interest  by 

The  Standard  Oil  Company  The  British  Petroleum 

(an  Ohio  Corporation)  Company  Limited 

Interest  payable  June  1  and  December  1 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

THE  FIRST  BOSTON  CORPORA  TION  GOLDMAN,  SACHS  &  CO. 

MERRILL  L  YNCH,  PIERCE,  FENNER  &  SMITH  SALOMON  BROTHERS 

v  Incorporated 

BLYTH  EASTMAN  DILLON  &  CO.        DILLON,  READ  &  CO.  INC.        DREXEL  BURNHAM  &C0. 

Incorporated  Incorporated 

HALSEY,  STUART  &  CO.  INC.  HORNBLOWER  &  WEEKS-HEMPHILL,  NOYES 

Affiliate  of  Bache  &  Co.  Incorporated  Incorporated 

E.F.HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  KUHN.LOEB  &C0. 

Incorporated 

LAZARD  FRERES  &  CO.  LEHMAN  BROTHERS  LOEB,  RHOADES  &  CO. 

'  Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS  REYNOLDS  SECURITIES  INC. 

Incorporated 

SMITH,  BARNEY  &  CO.  WERTHEIM  &  CO.,  INC.  WHITE,  WELD  &  CO. 

Incorporated  Incorporated 

DEAN  WITTER  &  CO.  WARBURG  PARIBAS  BECKER  INC. 

Incorporated 

December  5, 197  U. 


of  $5  billion  a  year  over  the  next  ten 
years  to  get  their  equipment  into 
shape,  but  last  year's  depreciation 
flow  and  earnings  totaled  barely  $2 
billion;  moreover,  it  is  almost  impos- 
sible for  a  railroad  to  get  long-term 
capital.  One  result  is  that  accident 
rates  on  the  railroads  have  soared. 
Accidents  involving  either  $750  in 
damage  or  injury  or  death  jumped 
29%  in  1973.  In  1974  the  percentage 
increase  was  probably  even  higher. 

The  Government  may  soon  come 
to  the  rescue.  Several  plans  are  now 
being  studied  by  Congress.  One  plan 
being  pushed  by  the  Department  of 
Transportation  would  make  $2  bil- 
lion in  government-backed  loans 
available  to  the  weak  railroads.  An- 
other, prepared  by  Pennsylvania  Gov- 
ernor Milton  Shapp,  would  establish 
a  Rail  Trust  Fund,  patterned  after 
the  Highway  Trust  Fund.  Money  for 


the  fund  would  come  from  a  5%  sur- 
charge on  freight,  which  would  pay 
both  the  interest  and  amortization  on 
$12.9  billion  of  30- year  government- 
backed  bonds.  In  addition,  a  $l-bil- 
lion  revolving  loan  fund  would  be 
created  to  finance  rolling  stock  pur- 
chases. Whether  Shapp's  proposal  or 
any  other  plan  ever  gets  through  Con- 
gress is  a  question.  But  the  climate 
for  such  federal-help  programs  has 
improved;  Congress  doesn't  want  any 
more  Penn  Centrals  on  its  hands. 

Trucking  Along 

In  trucking,  the  volume  of  business 
follows  the  path  of  the  economy.  By 
the  end  of  1974  freight  volume  was 
expected  to  be  off  some  3%,  from  746 
million  tons  in  1973  for  Class  1  or  2 
carriers.  And  1975  isn't  likely  to  be 
much  better— trucks  can't  carry  coal 
efficiently.     Unlike    the    airlines    and 


railroads,  however,  truckers  for  tl 
most  part  have  wide  enough  prof 
margins  to  withstand  a  downturn 
volume.  With  a  couple  of  exception^ 
the  truckers'  profit  returns  are  the 
best,  by  far,  in  the  transportation 
business.  By  comparison,  their  equipj 
ment  costs  are  low  and  their  norma 
business  is  hauling  less-than-car-loac 
lots  short  distances,  for  which  they 
get  paid  good  rates. 

One  exception  last  year  was  R>  dor' 
System.  Its  trucking  business  is] 
healthy,  but  it  got  burned  to  the  tunej 
of  $7  million  in  1974  by  an  acquirec 
company,  Toro  Petroleum.  Ryder  has, 
now  arranged  to  unload  Toro  andj 
get  back  to  what  it  knows  best. 

Aside  from  the  truckers,  othe 
transportation  outfits  still  rank  reh 
tively  low  as  profit-makers.  But  thei 
improvement  in  1974  showed,  give 
the  breaks,  they  can  make  money. 


TRANSPORTATION -SURFACE  TRANSPORTATION: 

Yardsticks  of  Management  Performance! 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5-Year 

5- Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year             5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank             Average 

Rank 

Southern  Railway 

8.8% 

1 

116% 

0.7 

6.5% 

1 

5.4% 

9.8% 

7.9% 

5                11.7% 

2 

Seaboard  Coast  Line 

7.5 

2 

10.2 

0.9 

6.3 

2 

5.4 

7.4 

20.3 

1              21.7 

1 

Union  Pacific 

6.3 

3 

9.2 

0.2 

6.7 

3 

4.9 

10.0 

14.0 

2               4.2 

4 

Southern  Pacific 

6.1 

4 

7.2 

0.4 

4.8 

6 

4.3 

7.4 

6.3 

9               3.4 

5 

Santa  Fe  Industries 

5.7 

5 

9.1 

0.3 

6.5 

5 

4.3 

9.2 

7.5 

6               7.4 

3 

III  Central  Inds 

5.7 

6 

8.0 

0.5 

4.9 

4 

4.4 

4.6 

10.0 

3                1.7 

6 

Norfolk  &  Western  Ry 

5.4 

7 

11.7 

0.6 

6.2 

7 

3.4 

10.5 

6.0 

10             -6.4 

10 

St  Louis-San  Fran  Ry 

4.8 

8 

6.3 

0.8 

3.9 

8 

3.3 

42 

8.1 

4             -2.7 

7 

Chessie  System 

4.1 

9 

9.2 

0.8 

5.5 

9 

3.1 

6.7 

5.0 

12             -5.7 

9 

Burlington  Northern 

2.3 

10 

5.9 

0.5 

4.3 

10 

2.2 

6.1 

6.4 

8             -3.8 

8 

Chicago  Milwaukee 

def 

11 

2.8 

0.5 

2.4 

11 

0.7 

2.9 

5.3 

11               P-D 

11 

Chicago  Rock  Island 

def 

12 

def 

0.5 

def 

12 

def 

def 

6.4 

7               D-D 

12 

Penn  Central 

def 

13 

def 

2.5 

def 

13 

def 

def 

4.4 

13               D-D 

12 

Miss  River  Corp 

•• 

35.2 

2.0 

7.6 

•* 

4.8 

»* 

*• 

Medians 

5.4 

8.6 

0.6 

5.2 

3.4 

6.4 

6.4 

-2.7 

TRUCKERS- 

Yellow  Freight  System 

37.1% 

1 

29.1% 

0.7 

16.3% 

2 

15.8% 

59% 

18.6% 

2              22.5% 

2 

Roadway  Express 

27.6 

2 

27.7 

0.0 

25.8 

1 

25.5 

6.4 

18.4 

3              25.5 

1 

McLean  Trucking 

26.2 

3 

25.1 

0.7 

14.1 

3 

12.6 

3.6 

17.9 

4              14.8 

4 

Leaseway  Transportn 

24.8 

4 

25.2 

2.2 

8.0 

5 

8.2 

4.0 

13.7 

6              15.7 

3 

Consol  Freightways 

19.0 

5 

26.2 

0.4 

18.2 

4 

11.2 

4.2 

11.7 

7                7.9 

6 

Ryder  System 

13.5 

6 

7.2 

1.8 

4.3 

6 

6.6 

1.8 

32.9 

1              14.2 

5 

National  City  Lines 

7.4 

7 

8.1 

0.8 

5.7 

7 

5.2 

1.3 

16.9 

5               2.7 

7 

Medians 

24.8 

25.2 

0.7 

14.1 

11.2 

4.0 

17.9 

14.8 

OTHER  SURFACE  TRANS 

POTATION 

14.4% 

Greyhound 

1 

12.6«/o 

0.4 

9.1% 

2 

9.5<fc 

2.1% 

39.0% 

1                3.7% 

3  1 

Transway  Intl 

14.4 

1 

19.4 

0.1 

16.5 

1 

12.3 

3.1 

5.7 

5                0.1 

* 

Avis 

14.3ft 

3 

6.6 

2.1 

4.2 

4 

6.8ft 

1.6 

14.3* 

3              14.7* 

i 

Alexander  &  Baldwin 

11.1 

4 

31.0 

0.2 

24.9 

3 

9.2 

17.6 

-0.5 

6                5.5 

2 

Seatrain  Lines 

def 

5 

def 

15.4 

def 

5 

1.9 

def 

28.1 

2               P-D 

5 

American  Export  Inds 

def 

6 

def 

8.8 

4.7 

6 

def 

0.6 

11.4 

4               P-D 

5       i 

Medians 

12.7 

9.6 

1.3 

6.9 

8.0 

1.9 

12.9 

1.9 

Industry  Medians 

6.9 

9.2 

0.7 

6.2 

5.1 

4.2 

10.7 

3.6 

I 

Note:  Explanation  of  Yardstick 

calculations  on 

page  38 

••  Not! 

ivailable;  ni 

>t  ranked. 

tt  Three  year  average. 

t  Four  year 

growth. 

def— Deficit. 

P  D  Profit  to  deficit.        D-D  D 

eficit  to  deficit. 

__ 1 
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"The  money  market 
is  people. 

And  financial  people, 
too,  need  financial 
security.  We  handle 
$3.2  billion  worth  of 
benefit  plan  coverage 
for  banks 

and  financial  firms. 
We'll  make  your 
benefits  and  insurance 
work  for  you,  too." 

Kenneth  K.  Keene,  V.P.  &  Actuary 
New  York  office 

Johnson 
&  Higgins 

the 

financial  industry's 

benefit  planner 


n 


STRENGTH 

in  steel-making  technologies:  it  helps 


Flat  Rolled  technology: 


Republic  was  one  of  the  first  to  make  a  technical 
approach  to  how  flat  rolled  steel  behaves  and  why. 
We  learned,  under  actual  shop  conditions,  what 
happens  when  steel  sheet  or  strip  is  run  through  a 
roll  former,  or  drawn,  or  stamped.  Analysis  of  the 
grid  pattern  stenciled  on  a  test  sheet  tells  the 
maximum  stretch  required  of  the  steel.  And  relating 
this  to  die  design,  grade,  and  steel-making  practice 
helps  determine  how  to  set  up  a  minimum-cost 
production  operation. 


Alloy  technology: 


Whether  it's  a  steel  for  aerospace,  nuclear,  anti- 
pollution, antiseptic,  or  aesthetic  applications,  there's 
probably  no  alloy  steel  we  have  not  already  made 
or  could  not  make  —  including  steels  with  as  little  as 
70  percent  iron  or  more  than  99  percent.  And  there's 
no  bigger  or  better  combination  of  facilities  in  the 
world  for  electric  furnace  melting,  vacuum 
processing,  and  strand  casting  of  steels  than 
at  Republic. 


At  Republic,  we  are  dedicated  to  vigorous, 
innovative,  and  responsive  steel  technology, 
keeping  our  research,  development,  and 
production  capabilities  strong,  flexible,  and 
alert  to  customer  needs.  It's  what  helps 
us  to  keep  improving  our  products,  so  you 
can  keep  improving  yours.  Want  to  put  us 
to  the  test  on  your  problem?  Write: 
J.  R.  (Jack)  Lowey,  Vice  President,  Steel 
Operations,  Republic  Steel  Corporation, 
Department  1441,  Cleveland  OH  44101." 


us  do  more  than  just  make  steel 


Machining  technology: 


Vacuum  technology: 


For  more  than  40  years,  Republic  has  applied  its 
technical  competence  to  improving  the  machining 
characteristics  of  its  hot  rolled  and  cold  finished 
steel  bar  products.  Combining  the  efforts  of  research, 
process  development,  and  operating  control  to 
provide  the  broadest  range  of  steel  products  available 
for  machining  applications.  Backed  by  multiple 
mill  locations  and  a  unique  system  for  coordinating 
and  controlling  production  and  delivery.  Pictured 
here  is  a  specially  designed  test  piece  for  evaluating 
various  machining  operations. 


Republic,  long  a  leader  in  vacuum  processing  of 
tonnage  steels,  was  among  the  pioneers  in  vacuum 
arc  remelting  of  alloy  steels  —  a  process  that 
produces  the  ultimate  in  micropure  alloys  and 
specialty  steels  for  use  in  aircraft  and  aerospace 
work.  And  today,  in  addition  to  vacuum  processing, 
we  continue  to  operate  one  of  the  world's  largest 
batteries  of  vacuum  arc  remelt  furnaces. 


We  do  more  than  just  make  steel 

Republic 


rtm 


If  you'll  stop  and 
thinkj  for  just  a  moment. 
you'll  II  find  we  have 
more  of  ^*  the  good  things 
in  this  country  than  anywhere 
else  in  the  world. 

Think  of  this  land.  From 
the  surf  at  Big  Sur  to  a  Florida 
sunrise.  And  all  the  places  in 
between. 

The  Grand  Canyon . . . 
the  wheat  fields  of  Kansas . . . 
Autumn  in  New  Hampshire . . . 

You  could  go  on  forever. 
But  America  is  more  than  a 
place  of  much  beauty.  It's  a 
place  for  good  times. 

It's  Saturday  night. 

It's  a  trip  down  a  dirt 
road  in  a  beat  up  old  jalopy 


It's  your  team  winning. 
It's  a  late  night  movie  you 
could  enjoy  a  thousand  times. 

And,  yes,  when  you're 
thirsty,  it's  the  taste  of 
ice-  cold  Coca-Cola.  It's  the 
real  thing. 

In  fact,  all  of  the  good 
things  in  this  country  are  real. 
They're  all  around  you, 
plainly  visible.  We  point  to 
many  of  them  in  our 
advertising.  But  you  can 
discover  many,  many  more 
without  ever  seeing  a  single 
commercial  for  Coke. 
So  have  a  bottle  of  Coke . . . 
and  start  looking  up. 
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Distribution 


eskamp,  head  of  consumer  surveys  at 
the  University  of  Michigan  Survey 
Research  Center,  was  "absolutely  de- 
jected." There  was  little  to  be  done 


Beset  by  higher  prices  and  lower  incomes, 
consumers  decided  that  some  necessities 

about  highei 
cept   to   cut 
and  extras; 

supermarket  prices,  ex- 
down    on   luxury   foods 
ramilies  still  had  to  eat. 

weren't  so  necessary  after 

all. 

So  the  food 

chains  and  food 

whole- 

salers    were 

actually    able    to 

widen 

The  distribution  business 

last 

year      burned.   That's   the  main  message 

in       then 

profit  columns  during  the  year. 

was   like    the    game    called 

"hot 

po-       the  Forbes  Yardsticks  figures  on  1 

:his       But 

at  other 

•  retail   stores   consumers 

tato":    Those   who   could   pass    along       and  the  following  pages. 

could  cut  down,  and  did.  So  margins 

price  increases  to 

their  customer: 

;,  as 

Consumers,   of 

course,  had  the 

fi-       were 

!    squeezed   badly    as    stoi 

es    did 

the     wholesalers 

and     supermarket      nal  say,  and  last 

year  they  were 

be-       less  volume 

and  were  unable 

to  off- 

chains  did,  came 

out  unscathed. 

But      set  by  inflation  and  worried  by  reces-       set 

higher 

Durchase    and    operating 

the      retailers      who      couldn't 

got      sion.  The 

Lr  mood, 

says  Jay  Schmied-       cost; 

:  on  whal 

:  they  did  sell. 

DISTRIBUTION - 

SUPERMARKETS 

:  Yardsticks  of  Managemen 

t  Perfo 

rmance 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Debt/ 

Return 

on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5-Year 

5- Year 

Latest 

Equity 

Latest 

5-Year          5-Year 

Profit 

5-Year 

5-Year             5-Year       ! 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank          Average 

Margin 

Average 

Rank             Average 

Rank 

MAJOR  CHAINS. 
Lucky  Stores 

24.0% 

1 

21.30/q 

0.5 

14.80/q 

2           15.60/c 

1.5% 

21.80/0 

1               14.9% 

1 

Winn-Dixie  Stores 

22.2 

2 

23.0 

0.0 

22.5 

1          21.7 

2.1 

12.9 

4                9.1 

4 

Safeway  Stores 

15.8 

3 

17.3 

0.2 

14.4 

3           13.9 

1.5 

12.0 

5              10.5 

3 

Southland  Corp 

13.5 

4 

13.2 

0.5 

9.0 

4            8.9 

1.8 

17.6 

3               13.2 

2 

Jewel  Companies 

13.0 

5 

12.1 

0.7 

7.6 

5             8.7 

1.3 

11.1 

6                6.6 

6 

Supermarkets  General 

12.5 

6 

11.0 

1.4 

6.3 

7             7.3 

0.5 

19.5 

2                2.1 

8 

Stop  &  Shop 

10.5 

7 

13.7 

1.3 

7.3 

9             6.1 

0.9 

11.1 

7                2.7 

7 

Kroger 

9.5 

8 

11.4 

0.3 

8.3 

6             8.1 

1.0 

6.5 

12                0.3 

9 

American  Stores 

7.9 

9 

12.4 

0.3 

10.2 

8             6.8 

1.0 

8.9 

10                7.1 

5 

Grand  Union 

6.0 

10 

1.4 

0.3 

1.7 

10             5.6 

0.1 

8.1 

11             -7.4 

10 

Food  Fair  Stores 

4.8 

11 

6.7 

0.9 

5.2 

11             4.2 

0.4 

9.1 

9           -10.2 

11 

Great  Atl  &  Pac  Tea 

1.7 

12 

4.6 

0.1 

4.6 

12             1.8 

0.4 

2.7 

13            -27.1 

12 

Allied  Supermarkets 

def 

13 

def 

1.7 

def 

13             0.6 

0.0 

9.2 

8               P-D 

13 

National  Tea 

def 

14 

def 

0.9 

def 

14            def 

def 

1.9 

14               P-D 

13 

Medians 

10.0 

11.8 

0.5 

7.5 

7.1 

1.0 

10.2 

2.4 

REGIONAL  CHAINS. 
Fisher  Foods 

22.1% 

1 

21.9% 

1.0 

11-9% 

5           11.50/0 

1.1% 

24.6o/o 

3              23.80/0 

1 

Dillon  Companies 

21.1 

2 

21.3 

0.3 

17.9 

2           16.0 

1.8 

25.9 

1              17.4 

2 

Weis  Markets 

19.8 

3 

19.5 

0.0 

19.6 

1           19.7 

4.2 

10.8 

13              10.6 

4 

Albertson's 

18.6 

4 

21.9 

0.4 

14.9 

3           13.9 

1.1 

12.8 

11              10.5 

5 

Big  Bear  Stores 

15.0 

5 

15.0 

0.2 

13.4 

4           13.2 

1.9 

10.3 

14               8.8 

7 

Fred  Meyer 

14.3 

6 

13.8 

0.6 

9.1 

7           10.4 

1.7 

14.0 

8              11.4 

3 

Giant  Food 

13.7 

7 

13.9 

0.5 

9.3 

8           10.1 

1.2 

13.4 

9               8.0 

9 

Colonial  Stores 

13.6 

8 

16.5 

0.3 

12.8 

6           11.0 

1.5 

7.0 

16                8.1 

8 

Great  Scott  Suprmkts 

12.3| 

9 

10.3 

0.3 

6.9 

9             9.9f 

0.4 

12.9t 

10             -2.8* 

11 

Cullum  Companies 

11.9 

10 

12.0 

0.9 

7.6 

11             8.4 

0.8 

24.9 

2                9.5 

6 

Waldbaum 

11.7 

11 

10.5 

0.3 

8.5 

10            8.9 

0.6 

15.8 

6                8.0 

10 

Pueblo  International 

9.9 

12 

7.8 

0.6 

6.0 

12            7.0 

0.6 

20.0 

5              -4.9 

12 

J  Weingarten 

7.6 

13 

11.4 

0.7 

7.3 

13             6.5 

0.8 

10.2 

15              -4.9 

13 

Shop  Rite  Foods 

5.0 

14 

7.5 

0.3 

6.4 

14             5.5 

0.6 

3.2 

21            -15.9 

14 

Thriftimart 

2.5 

15 

7.3 

0.2 

6.7 

17             2.7 

0.9 

0.3 

23            -17.4 

15 

Pneumo  Corp 

2.2 

16 

15.1 

0.8 

10.2 

15             3.3 

1.4 

20.4 

4            -30.1 

16 

Foodarama  Supermkts 

1.4 

17 

19.6 

0.4 

13.4 

18             1.8 

0.8 

-3.8J* 

24               P-D$f 

17 

Borman's 

def 

18 

1.4 

0.3 

2.1 

19           def 

0.1 

5.8 

17                P-D 

17 

Intl  Basic  Economy 

def 

19 

def 

1.0 

def 

16            3.0 

def 

5.5 

18               P-D 

17 

Penn  Fruit 

def 

20 

def 

0.4 

def 

21            def 

def 

12.1 

12                P-D 

17 

First  Natl  Stores 

def 

21 

def 

0.2 

def 

22            def 

def 

4.7 

20               D-D 

23 

Baea'r 

def 

22 

def 

1.4 

def 

20            def 

def 

14.6 

7                P-D 

17 

Arden-Mayfair 

def 

23 

def 

2.0 

def 

23            def 

def 

2.8 

22                P-D 

17 

Bohack 

def 

24 

def 

1.5 

def 

24            def 

def 

5.4 

19               D-D 

23 

Medians 

8.8 

11.0 

0.4 

7.5 

6.8 

0.8 

11.5 

-4.9 

Industry  Medians 

9.7 

11.4 

0.5 

7.5 

6.9 

0.8 

11.0 

-1.3 

Note:  Explanation  of  Yardstick 

calculations  o 

l  page  38.        f  Four-) 

ear  average 

t  Four- 

year  growth.         t%  Thre 

e-year  growth. 

def— Deficit. 

P-D  Profit  to  deficit.        D-D  D 

eficit  to  deficit 
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A  single  event  summed  up  the  kind 
of  year  it  was  for  retailers:  Sears, 
Roebuck,  its  profits  already  down  for 
the  first  nine  months,  began  cutting 
prices  six  weeks  before  Christmas. 

Among  the  retailers,  the  depart- 
ment stores,  with  their  broad  lines, 
seemed  to  hold  up  best.  But  their 
performance  was  partly  a  statistical 
mirage.  Department  stores  tradition- 
ally get  some  55%  of  their  business 
and  profits  in  the  last  three  months 
of  the  year,  the  very  months  that 
are  not  covered  by  Forbes'  Yard- 
sticks, which  reflect  instead  the  fat 
Christmas  sales  of  1973.  The  truer 
picture  of  retailing  was  contained  in 
the  Yardstick  figures  for  the  discount 
and  variety  stores,  which  began  to 
lose  headway  earlier  because  their 
appeal  is  based  on  low  prices.  If  they 
raised  prices,  they  lost  that  appeal; 
if  they  didn't  raise  them,  their  mar- 
gins were  squeezed  by  rising  mer- 
chandise costs  from  suppliers.  Either 
way,  they  lost  out  at  the  bottom  line, 


as  did  some  drug  chains  dependent 
on  discount  appeal.  Also  hurt  were 
specialty  stores  dependent  on  narrow- 
er lines  of  expensive  merchandise. 

Along  with  dejection  over  dwin- 
dling disposable  incomes,  consumers 
also  placed  quality  above  quantity 
in  their  buying— a  sharp  change  from 
the  "high-expectation"  days  of  the 
late  Sixties.  There  is  now  a  greater 
focus  on  value.  Another  sharp  change: 
the  increasing  unwillingness  of  con- 
sumers to  indulge  in  the  kind  of  su- 
perheated credit  buying  that  fueled 
the  retail  sales  boom  of  the  Sixties. 

Impulse  buying  is  one  of  the  first 
casualties  in  this  kind  of  austere 
spending  climate.  Next  comes  an 
abrupt  slowdown  in  spending  for 
durable  goods,  which  torpedoed  the 
profits  of  appliance-makers  and  their 
retail  outlets.  After  that:  chic  clothes, 
cosmetics,  jewelry.  One  thing  is  sure: 
A  major  recession  will  yield  a  grow- 
ing list  of  consumer  nonessentials. 

Only  the  food  chains  were  able  to 


convert  higher  prices  into  still  greater 
percentage  gains  in  sales  in  1974:  Re- 
tail food  prices  rose  16%,  which  Safe- 
way, the  nation's  largest  supermarket 
chain,  managed  to  transform  into  a 
20%  sales  gain.  It  was  a  sign  of  good 
management  that  Safeway  could  lift 
its  profits  54%  in  the  first  nine  months 
despite  declining  gross  margins. 

Among  major  supermarket  chains, 
<  the  best  gains  last  year  were  shown 
by  Stop  &  Shop,  Kroger  and  Ameri- 
can Stores.  But  the  leaders  in  profit- 
ability continued  to  be  Lucky  Stores 
and  Winn-Dixie,  though  they  ex- 
changed places  in  return  on  equity 
in  the  latest  12  months,  as  opposed  to 
the  five-year  results.  The  only  real 
innovation  of  the  year  was  borrowed 
from  the  Europeans:  the  hypermar- 
ket, a  super-supermarket  that  Chi- 
cago's Jewel  Cos.  is  trying  out  in 
90,000-square-foot  units  that  carry  a 
much  wider  range  of  general  mer- 
chandise plus  bargains  on  food  sta- 
ples. So  far,  it  has  not  caught  on. 


DISTRIBUTION  - 

-  RETAILERS 

>:  Yardsticks  of  Ma 

nagement  Performance 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5- Year 

Profit 

5-Year 

5-Year             5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank             Average 

Rank 

J  C  Penney 

16.1% 

1 

13.7% 

0.2 

12.0% 

1 

13.9% 

2.7%         13.4o/0 

2                 8.4% 

5 

Mercantile  Stores 

16.0 

2 

15.9 

0.2 

13.3 

2 

13.3 

4.4 

11.7 

3               13.7 

2 

Sears,  Roebuck 

14.0 

3 

12.4 

0.2 

10.8 

3 

12.4 

4.8 

8.1 

11                 8.5 

4 

Federated  Dept  Strs 

13.5 

4 

13.1 

0.1 

12.0 

4 

12.3 

3.6 

9.6 

8                 5.0 

8 

Carter  Hawley  Hale 

13.3 

5 

13.9 

0.5 

9.6 

5 

9.9 

3.6 

15.7 

1                 5.9 

7 

Rich's 

12.1 

6 

10.4 

0.3 

8.4 

6 

9.8 

3.4 

9.9 

7                4.5 

10 

Gamble-Skogmo 

11.9 

7 

14.0 

0.8 

8.3 

11 

6.8 

1.7 

8.5 

10                8.6 

3 

Associated  Dry  Goods 

11.9 

8 

10.9 

0.3 

8.8 

8 

9.6 

3.3 

9.4 

9                4.6 

9 

Garfinckel  Brooks  Br 

11.8 

9 

11.4 

0.5 

8.7 

7 

9.6 

3.3 

10.7 

5                8.0 

6 

R  H  Macy 

10.9 

10 

10.1 

0.5 

6.7 

12 

6.7 

2.3 

6.6 

15                4.3 

11 

Marcor 

10.8 

11 

16.4 

0.7 

8.2 

14 

5.9 

2.9 

10.7 

6              16.7 

1 

Marshall  Field 

10.6 

12 

10.8 

0.1 

9.4 

9 

9.2 

4.1 

6.9 

13                 2.9 

13 

May  Dept  Stores 

9.9 

13 

10.2 

0.6 

7.1 

10 

7.1 

2.9 

6.8 

14                3.5 

12 

Allied  Stores 

8.3 

14 

10.3 

1.1 

6.3 

15 

5.4 

2.2 

5.8 

17                 1.5 

14 

Dayton  Hudson 

8.3 

15 

8.3 

0.8 

5.8 

13 

6.1 

1.9 

11.2 

4                 0.4 

15 

Alexander's 

7.7 

16 

3.0 

1.3 

2.9 

17 

4.9 

0.5 

7.4 

12              -1.8 

17 

Carson  Pirie  Scott 

7.7 

17 

9.6 

0.7 

6.4 

15 

5.4 

1.9 

6.2 

16              -1.7 

16 

Goldblatt  Brothers 

4.2 

18 

2.5 

0.5 

2.7 

18 

3.8 

0.4 

5.2 

18              -9.7 

18 

City  Stores 

def 

19 

def 

0.5 

def 

19 

0.4 

def 

0.4 

19               P-D 

19 

Medians 

10.9 

10.8 

0.5 

8.3 

7.1 

2.9 

8.5 

4.5 

DISCOUNT  &  VARIETY  S 
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Kings  Dept  Stores 

20.3% 

1 

17.3% 

0.1 

16.0o/o 

1 

19.4% 

3.4%           9.5% 

12               11.8% 

3 

Rapid-American 

18.8 

2 

9.0 

4.2 

5.7 

10 

6.2 

0.7 

19.4 

5              -0.4 

9 

S  S  Kresge 

18.2 

3 

16.2 

0.0 

15.5 

2 

16.0 

2.8 

21.8 

3               21.8 

1 

Fed-Mart 

13.7 

4 

19.0 

1.1 

9.3 

6 

7.1 

1.2 

12.5 

10              15.9 

2 

Household  Finance 

12.4 

5 

7.0 

1.8 

4.6 

11 

6.2 

2.1 

16.2 

7              -0.2 

7 

Rose's  Stores 

12.2 

6 

4.4 

0.2 

4.1 

3 

11.8 

0.7 

16.9 

6                 3.4 

4 

Zayre 

10.7 

7 

6.9 

1.2 

5.3 

7 

6.7 

0.7 

16.1 

8              -0.4 

8 

F  W  Woolworth 

9.5 

8 

8.2 

0.3 

6.4 

4 

7.6 

1.8 

12.9 

9                 2.2 

5 

Cook  United 

9.1 

9 

2.6 

0.7 

2.7 

12 

6.1 

0.4 

9.1 

13              -5.3 

11 

WT  Grant 

8.3 

10 

0.9 

0.7 

1.4 

5 

7.3 

0.1 

9.5 

11              -8.0 

13 

G  C  Murphy 

7.9 

11 

7.9 

0.3 

6.3 

9 

6.5 

1.8 

5.7 

15                 1.7 

6 

Vornado 

7.5 

12 

5.8 

1.1 

4.3 

13 

5.4 

0.9 

6.0 

14              -2.7 

10 

Sav-A-Stop 

6.6 

13 

def 

0.4 

def 

8 

6.5 

def 

28.5 

1              -5.6 

12 

Daylin 

5.0 

14 

def 

1.3 

def 

14 

4.2 

def 
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4                P-D 

14 
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" PUTTER  9&* 


herds  and  flocks;  and  consumers,  hit 
simultaneously  by  recession  and  in- 
flation, will  cut  their  purchases  sharp- 
ly. The  estimates  are  that  the  pig 
crop  this  year  will  fall  by  10%  to  20%. 
As  for  beef,  Joseph  Gellert,  food  ana- 
lyst at  Jas.  Oliphant  &  Co.,  says:  "The 
supply  side  looks  bad,  but  the  de- 
mand side  looks  worse." 

One  of  the  few  companies  that 
could  hope  to  reap  benefits  from  the 
meat  situation  was  Archer-Daniels^ 
Midland,  intent  on  pushing  its  high- 
margined  textured  vegetable  protein 
as  a  meat  extender  and  substitute. 
And  Archer-Daniels  did  report  a  74% 
earnings  gain  in  its  fiscal  year  through 
June,  1974.  \!  Most  of  that,  however, 
came  from  its  wide  range  of  soybean 
and  grain  products,  as  well  as  its 
general  food  merchandising. 

Sagging  Specialists 

The  notable  drop  among  the  drug 
chains  and  the  specialty  retailers  in 
median  latest- 12-month  profitability 
vs.  their  five-year  showing  suggests 
what  is  in  fact  the  case,  that  few 
were  doing  themselves  proud.  Among 
the  drug  chains,  only  one— Skaggs 
Cos.  of  Salt  Lake  City— showed  any 
near-term  vs.  long-term  profitability 
improvement;  and  only  two  of  the  14 
specialty  retailers  could  generate  even 
minuscule     improvement.     Especially 


noteworthy  among  the  drug  chains 
was  the  fall  from  grace  of  Rite  Aid, 
an  institutional  darling  of  yesteryear, 
whose  profitability  declined  by  more 
than  half,  apparently  because  of  an 
effort  to  lift  market  share  through  a 
promotional  price  campaign.  Its  stock, 
which  sold  as  high  as  18&  last  year, 
was  recently  quoted  at  3. 

Rite  Aid  was  not  the  only  onetime 
highflier  to  bomb  dismally  last  year. 
Levitz  Furniture,  that  unhappy  re- 
minder of  Wall  Street's  past  infatua- 
tion with  "concept"  stocks,  suffered 
a  decline  in  profitability  from  nearly 
21%  over  the  last  five  years  to  just 
over  8%  for  the  latest  12  months. 
Avon  Products  suffered  a  nine-point 
dip,  though  in  its  case  to  a  still-lofty 
27.9%  return,  the  result  of  minimal 
overhead  and  towering  markups.  But 
how  long  it  can  continue  to  do  so  is 
very  much  a  question,  as  consumers 
take  a  sharper  look  at  purchases  they 
once  took  for  granted. 

As  the  recession  grows  deeper  in 
1975,  distribution  will  no  longer  be 
a  game  of  "hot  potato."  Rather,  it  will 
be  a  question  of  who  can  weight  his 
merchandise  mix  most  heavily  with 
necessity  items— which  a  skeptical 
public  will  continue  to  redefine. 
Those  who  are  locked  into  narrow 
lines  of  nonnecessities  will  be  hurt 
the  most.   ■ 


BETWEEN 
TAMPA  &  ORLANDO 


OFFICE/INDUSTRIAL 


Located  on  U.S.  17-92  between  I -4 
(6V2  miles)  and  Florida  Turnpike 
(10  miles).  This  location  met  all  of 
General  Electric's  important  needs. 
Developed  by  GAC  Industrial 
Development  Inc.  Member  National 
Association  of  Industrial  Parks. 


Mr.  James  H.  Franc,  C.I. D.*  | 

Manager  £ 

3150  North  Poinciana  Boulevard 
Kissimmee,  Florida  32741 
Telephone  (305)  348-5000 

Please  send  me  the  new  brochure 
on  the  Central  Florida  area  and  new 
Poinciana  Office/ Incjstrial  Park.  I 
am  planning  an  office  D  ware- 
house □  or  manufacturing  plant  □. 
I  will  require  # square  feet. 


Name. 
Title- 


Company. 
Telephone 

Address 

City 

State  


Zip. 


"Certified  Industrial  Developer 
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Energy 


The  oil  companies  did  spectacularly  well  last  year. 
This  year?  A  very  different  story. 


The  other  shoe  is  about  to  drop  for 
the  oil  companies— as  sensible  observ- 
ers knew  all  along  it  finally  would. 
The  first,  of  course,  was  the  sharp 
updraft  in  their  profits  that  began 
about  a  year  ago.  The  second  will 
be  a  downdraft  in  profits  during  the 
year  ahead.  Months  from  now  people 
may  still  be  complaining  about  oil 
company  profits,  but  they  won't  have 
the  kind  of  ammunition  that  they 
had  last  year. 

The  updraft  was  nice  while  it  last- 
ed. Sure,  the  rise  in  profits  during  a 
period  of  oil  shortages  produced  un- 
precedented public  relations  prob- 
lems for  the  oil  companies.  But  for 
the  first  time  in  years  it  lifted  them 
out  of  the  ranks  of  industries  with 
below-average  profit  returns.  During 
the  latest  12  months  the  oil  compa- 
nies, both  domestic  and  internation- 
al, earned  a  median  return  of  more 
than  21%  of  stockholders'  equity. 
That  was  better  than  most  drug  com- 
panies, the  perennial  profit-making 
champions. 

Among  the  30  oil  companies  listed 
in  the  Forbes  Yardsticks,  nearly  all 
—be  they  large  or  small,  domestic 
or  international— earned  record  prof- 
its last  year.  The  two  exceptions 
were  refiners  without  access  to  low- 
priced  domestic  crude  who  were 
caught  in  a  price  squeeze. 

It  was  still  better  to  be  an  interna- 
tional company,  though  their  tradi- 
tional profitability  edge  was  shrink- 
ing. All  of  the  outfits  with  big  in- 
ternational holdings— the  so-called  Big 
Five,  plus  Continental,  Occidental  and 
Phillips  Petroleum— earned  better  than 
15%  on  total  capital  during  the  latest 
12  months.  On  average,  the  domestic 
outfits  did  not  do  as  well,  though  for 
special  reasons  a  handful  did  even 
better  than  the  big  internationals.  The 
explanation  for  the  uniformly  better 
showing  of  the  internationals  was  still 
the  same:  Big  Oil  still  controlled  the 
foreign  crude,  which,  despite  the  es- 
calating take  of  the  Organization  of 
Petroleum  Exporting  Countries,  was 
still  very  profitable.  Foreign  oil  still 
brings  in  from  35  cents  to  50  cents  a 
barrel  in  profit  for  those  who  have 
it;  the  domestics  who  don't  have  it— 
the  Ashlands,  the  Shells,  the  Unions 
—must  buy  from  those  who  do. 

But  don't  waste  too  many  tears  on 
the  domestic  marketing  outfits.  The 
great  majority  of  them  at  least  dou- 
bled   their    earnings    through    1974's 


THE  CASE  FOR  CONSERVATION 

Oil  and  gas  imports  are  currently 
6  million  barrels  per  day. 

At  a  normal  4%  -a-year  growth 
in  U.S.  demand,  imports  would 
range  between  9  million  and  15 
million  barrels  per  day  in  1985: 


60- 


1985  DEMAND 

ATA  NORMAL 
4%  GROWTH  RATE 


But  if  conservation 
curbed  demand  growth  to  2%  — 
quite  possible,  experts  say- 
imports  could  be  sharply  reduced, 
perhaps  even  eliminated: 


1985  DEMAND 

ATA  CURBED 
2%  GROWTH  RATE 


Source:  Federal  Energy  Administration 
Forbes  estimates 


first  nine  months.  Some  of  the  profit 
gain,  to  be  sure,  was  in  inventory 
profit,  a  result  of  selling  older,  cheap 
oil  at  the  new  higher  prices,  but  the 
rest  was  solid,  stemming  largely  from 
the  much  higher  prices  of  domestic 
crude  oil. 

Chemicals,  sometimes  a  drag  on  oil 
profitability,  was  no  drag  last  year. 
Exxon,  sharing  in  the  worldwide 
*■  chemical  boom,  netted  $351  million 
from  chemicals  during  the  first 
nine  months— an  increase  of  more 
than  170%. 

In  1973,  for  all  of  coal's  promise, 
the  two  largest  companies  lost  money 
— Kennecott's  Peabody  and  Continen- 
tal Oil's  Consolidation  Coal.  So  did 
Eastern  Gas  &  Fuel's  big  Eastern  Asso- 
ciated Coal.  But  last  year,  right  up  to 
the  day  the  United  Mine  Workers 
went  out  on  strike,  all  the  big  mines 
were  making  money.  They  could 
thank  OPEC  for  that;  no  less  than 
the  sheiks  and  Bedouins  of  Arabia, 
the  coal  magnates  and  the  miners  of 
West  Virginia  benefit  from  the  unreal- 
istically  high  price  o*f  imported  oil. 
It's  very  basic:  Your  competitor  raises 
his  price,  so  can  you. 

Among  the  coal  companies,  Pittston 
was  in  especially  good  shape.  It  sells 
coal  mostly  on  spot  contracts,  and 
found  the  upswing  in  prices  more 
beneficial  than  those  who  were  locked 
into  longer  term  contracts.  Pittston, 
with  a  large  position  in  metallurgical 
coal,  was  also  riding  the  boom  in  the 
steel  industry.  Its  earnings  for  the  first 
half  of  1974  surpassed  its  previous 
earnings  record  for  a  full  year,  set  in 
1971,  by  some  25%. 

Of  course,  this  year  is  unlikely  to 
be  as  good.  The  coal  companies  will 
have  to  absorb  at  least  part  of  the 
huge  raise  they  conceded  to  the  min- 
ers. And,  with  most  of  the  world  in 
recession,  the  demand  for  metallurgi- 
cal coal  for  steel  is  unlikely  to  be  as 
strong  in  1975  as  it  was  last  year. 
But,  basically,  the  future  looks  great 
for  coal.  Not  even  the  optimists  ex- 
pect ever  again  to  see  cheap  energy 
—and  coal  is  one  of  the  most  useful 
forms  of  energy. 

Going  Down 

As  for  the  oil  companies,  it  will  be 
a  long  time— if  ever— before  they  again 
see  the  profits  they  saw  in  1974.  Gaso 
line  prices  started  down  last  fall,  and 
trading    stamps    and    big    advertise 
ments  were  back  in  vogue.  Clark  Oil 
&  Refining  and  Murphy  Oil,  two  j^aso 
line    leveraged    companies,    both    saw 
earnings  sharply  reduced  during  tin' 
third  quarter;  as  marketers  they  were 
squeezed  between   weakening   prices 
for  their  products  and  high  and  stead) 
crude  costs. 

The  same  kind  of  squeeze,  In  a  less 
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Emery's  instant  tracking  system.  In  Alaska,  it  could  be  a  lifeline. 


Let's  say  you're  located  somewhere 
i  the  middle  of  nowhere.  And  you're 
xpecting  a  shipment  of  drill  bits  from 
)klahoma  City. 

Or  machine  parts  from  Houston. 

Or  hand  tools  from  Minneapolis. 

Or  electronicparts  from  Los  Angeles. 

Chances  are  you're  going  to  be  bit- 
ig  your  nails  until  the  minute  that 
hipment  is  in  your  hands. 

So,  at  Emery  we  have  something  to 

ike  that  load  off  your  mind.  Our  cora- 

terized  shipment  tracking  system.  It 

i  tell  us  in  3  to  5  minutes  just  where 

ur  shipment  is.  And  what  the  status 


is.  As  many  times  as  you  ask  us. 

And  we  don't  ask  you  for  a  lot  of 
information  to  give  you  this  information. 
All  you  need  to  tell  us  is  the  origin,  des- 
tination and  name  of  the  consignee.You 
don't  even  have  to  tell  us  the  waybill 
number. 

Bad  news  also  travels  fast  on 
Emery's  tracking  system.  Because  if  for 
some  reason  your  shipment  will  be  late, 
we'll  let  you  know.  Early.  So  you  can 
schedule  around  it. 

Besides  getting  information  to  you 
faster,  we  also  have  ways  to  get  your 
shipments  to  you  faster.  That's  because 


we  reserve  space  on  every  key  airline 
flight  that  carries  freight.  So  we  seldom 
have  trouble  getting  your  shipment  off 
the  ground. 

And  we  can  cover  a  lot  of  ground 
thanks  to  our  8 1  offices  in  North  America. 
And  28  more  around  the  world.  All 
manned  with  Emery  personnel  24  hours 
a  day. 

So  when  you  ship  with  Emery,  you 
know  your  shipment  is  going  the  fastest 
and  safest  way  possible. 

After  all,  people  in  out  of  the  way 
places  really  need  an  air  freight  com- 
pany that  goes  out  of  its  way  for  them. 


Emery  Air  Freight 

We're  the  best  because  we're  the  fastest  and  xhe  safest. 


drastic  way,  is  starting  to  afflict  the 
big  internationals.  In  most  of  the 
countries  where  they  market,  the  gov- 
ernments are  anxious  to  keep  product 
prices  as  low  as  possible;  at  the  oth- 
er end,  the  OPEC  members  are  squeez- 
ing oil  company  margins  ever  hard- 
er. What  will  happen  to  the  big  oil 
companies  is  what  always  happens  to 
the  man  in  the  middle:  He  hurts. 

Nor  will  there  be  a  rich  bonanza 
of  inventory  profits  in  1975.  In  the 
first  half  of  1974,  some  20%  of  all 
the  increase  in  oil  company  profits 
came  out  of  first-in-first-out  inven- 
tory accounting.  For  those  six  glorious 


months,  oil  companies  reaped  the 
happy  spread  between  soaring  prod- 
uct prices  and  their  still-cheap  stocks 
of  oil  on  hand. 

While  product  prices  are  going 
down,  costs  are  going  up.  Inflation 
of  construction  costs,  for  example, 
has  already  forced  the  cancelation  of 
new  expansions  by  Mobil,  Atlantic 
Richfield,  Belcher  and  Murphy,  and 
the  postponement  of  one  by  Conti- 
nental. Chances  are  the  cost  of  oil 
leases  will  again  rise  sharply  when  the 
Department  of  Interior  opens  some  6 
million  offshore  acres  for  bidding  in 
the  first  half  of  1975. 


But  the  unkindest  cut  of  all,  at 
least  for  the  internationals,  is  OPEC's 
movement  toward  a  single  crude  oil 
pricing  system.  That  $1.50-per-bar- 
rel  advantage  the  internationals  en- 
joyed over  other  purchasers  of  Mid- 
dle East  crude  oil  has  now  been  whit- 
tled to  about  50  cents.  It  isn't  that 
oil  prices  have  dropped,  but  that  the 
<OPEC  nations  are  taking  more.  The 
major's  profit  rate  on  crude  oil  has 
probably  been  cut  in  half  since  a  year 
ago.  J.K.  Jamieson,  Exxon's  chairman, 
hopes  that  when  the  dust  has  set- 
tled "some  position  of  preferential  ac- 
cess  to  oil   supplies"  will  be  left  to 
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Company 


PROFITABILITY 


Return  on  Equity 


Return  on  Total  Capital 


5-Year 
Average 


5-Year 
Rank 


Latest 
12  Months 


Debt/ 
Equity 
Ratio 


Latest 
12  Months 


5 -Year 
Rank 


5-Year 

Average 


Net 
Profit 

Margin 


GROWTH 


Sales 


5-Year 

Average 


5-Year 
Rank 


Earnings/Share 


5-Year 
Average 


5-Year 
Rank 


INTERNATIONAL  OILS. 

Texaco 

Exxon 

Mobil  Oil 

Standard  Oil  Calif 

Continental  Oil 

Occidental  Petroleum 

Gulf  Oil 

Phillips  Petroleum 


DOMESTIC  OIL  &  GAS 

Amerada  Hess 

Tesoro  Petroleum 

Charter  Company 

Petrolane 

American  Petrofina 

Clark  Oil  &  Refining 

Murphy  Oil 

Sun  Oil 

Ashland  Oil 

Marathon  Oil 

Kerr-McGee 

Standard  Oil  Ind 

Union  Oil  California 

Commonwealth  Oil  Rfg 

Shell  Oil 

Getty  Oil 

Reserve  Oil  &  Gas 

Cities  Service 

Atlantic  Richfield 

Standard  Oil  Ohio 

Northeast  Petroleum 

Pennzoil 


Medians 
COAL 

Pittston 

Utah  International 

St  Joe  Minerals 

Eastern  Gas  &  Fuel 

Kennecott  Copper 


16.6% 

16.3 

14.3 

13.7 

13.5 

11.9 

11.9 

11.2 


Medians       13.6 


20.9% 

20.0 

18.8 

13.3 

10.8 


Medians       18.8 


23.6% 

22.4 

20.5 

20.0 

23.4 

38.5 

18.8 

21.0 


0.2 
0.2 
0.2 
0.2 
0.4 
1.2 
0.3 
0.4 


17.40/q 

18.2 

16.9 

17.2 

16.6 

15.4 

15.1 

15.5 


12.8% 

13.5 

11.9 

12.0 

10.1 

6.9 

9.6 

8.6 


9.2% 

7.4 

6.3 

7.6 

6.3 

4.9 

6.3 

9.2 


17.2% 
12.5 
13.0 
17.1 
14.4 
25.3 
13.3 
9.3 


21.7 


0.3 


16.8 


11.0 


6.9 


13.9 


9.3% 
10.3 
13.5 
10.3 
10.7 
-0.2 

3.6 

7.4 


9.8 


39.2% 

25.0 

34.6 

21.2 

15.7 


0.6 
0.6 
0.2 
1.3 
0.2 


25.20/0 
14.7 
30.1 
8.8 
12.9 


25.0 


0.6 


14.7 


13.7% 

12.4 

16.3 

7.1 

91 


8.8% 
18.4 
14.1 

8.1 
12.4 

12.4 


13^ 

18.9 

13.2 

11.4 

11.5 

13.2 


22.5% 
199 

6.5 
10.3 

2.2 


10.3 


Industry  Medians       13.6 


21.9 


0.4 


15.5 


10.0 


7.6 


14.4 


10.3 


28.40/q 

1 

33.0% 

0.7 

20.60/0 

2 

17.1% 

7.7% 

20^ 

7 

17.6% 

7 

26.5 

2 

50.0 

0.5 

36.1 

1 

17.9 

11.5 

52.8$ 

1 

47.5* 

3 

25.3f 

3 

50.2 

0.5 

25.4 

4 

14.6t 

4.4 

45.2** 

2 

55.8** 

2 

19.5 

4 

21.0 

0.6 

12.3 

6 

12.1 

4.0 

19.6* 

8 

10.5* 

11 

18.5 

5 

29.7 

0.3 

23.7 

3 

14.8 

9.0 

17.8 

10 

16.2 

8 

18.5 

5 

24.9 

0.4 

18.5 

5 

13.3 

4.7 

13.1 

14 

7.8 

14 

15.2 

7 

27.9 

0.5 

16.0 

10 

9.9 

8.9 

17.1 

11 

27.7 

6 

13.8 

8 

25.9 

0.3 

15.0 

11 

9.3 

11.4 

6.9 

22 

8.8 

13 

13.8 

9 

21.9 

0.7 

12.1 

13 

8.7 

3.3 

18.9 

9 

2.3 

19 

13.6 

10 

198 

0.3 

16.0 

7 

10.8 

6.1 

15.7 

13 

7.2 

15 

13.4 

11 

19.8 

0.2 

15.9 

9 

9.9 

8.6 

12.8 

15 

11.2 

10 

13.2 

12 

22.1 

0.3 

16.7 

8 

10.4 

10.0 

11.1 

16 

12.5 

9 

12.0 

13 

20.9 

0.3 

12.7 

15 

8.2 

6.7 

10.0 

18 

3.8 

18 

11.8 

14 

14.7 

0.7 

10.0 

16 

8.0 

2.8 

23.5 

6 

0.6 

21 

11.2 

15 

17.5 

0.3 

12.9 

14 

8.6 

6.9 

8.3 

19 

2.0 

20 

10.0 

16 

17.5 

0.1 

14.6 

12 

8.9 

10.7 

7.7 

21 

95 

12 

9.8 

17 

19.0 

0.2 

16.1 

*• 

2.4 

37.4** 

3 

45.2** 

4 

9.6 

18 

13.8 

0.4 

10.6 

17 

7.6 

8.1 

7.8 

20 

4.6 

17 

9.1 

19 

15.1 

0.3 

11.7 

18 

7.6 

7.2 

10.6 

17 

6.1 

16 

»     6.9 

20 

9.6 

0.4 

7.8 

19 

6.1 

5.6 

16.6 

12 

-4.2 

22 

27.2 

0.6 

15.4 

«« 

1.5 

35.5* 

4 

57.2* 

1 

27.6 

1.0 

12.0 

•* 

14.9 

27.0** 

5 

37.4** 

5 

13.5 

21.5 

0.4 

15.2 

9.9 

7.1 

16.9 

10.0 

Note:  Explanation  of  Yardstick  calculations  on  page  38.        t  Four-year  average.        t  Four-year  growth.         tt  Three-year  growth.        "Not  available;  not  ranked. 
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E'er  The  Twain?  For  coal  to  flow  from  the  hopper  cars  into  the  nation's 
fuel  tanks  and  gas  pipelines,  the  cost  of  gasification  and  liquefaction 
must  be  made  competitive.  Last  year,  however,  they  became  less  so,  thanks 
to  skyrocketing  capital  costs.  The  cost  per  million  BTUs  of  gasified  coal 
went  to  more  than  $2,  against  50  cents  per  million  BTUs  for  natural  gas. 


the  companies  that  developed  the  oil 
in  the  first  place. 

Odds  are  the  internationals  will 
continue  to  have  a  preferential  posi- 
tion, since  the  Arabs  in  particular  still 
need  their  technology  and  marketing 
ability.  Nonetheless,  the  two-thirds 
of  their  earnings  that  comes  from 
foreign  crude  faces  steady  attrition. 
That's  one  reason  why  Mobil  laid  out 
some  $800  million  to  acquire  Marcor 
last  year,  and  why  Thornton  F.  Brad- 
shaw,  Atlantic  Richfield's  outspoken 
president,  admitted  the  deal  was  "a 
great  business  decision,  even  if  lousy 
public  relations." 

Still  another  negative:  The  Oil  in- 
dustry's depletion  allowance  seems  a 
goner.  Even  Frank  Ikard,  president  of 
the  American  Petroleum  Institute 
and  depletion's  staunchest  defender, 
admits  it  looks  like  Congress  will  elim- 
inate that  tax  benefit,  likely  phasing 
it  out  over  a  couple  of  years.  When 
the  depletion  allowance  goes,  it  will 
cost  the  petroleum  industry  some  $2 
billion  yearly  in  added  taxes. 

Chemicals  will  not  be  kicking  in 
the  increases  this  year  that  they  did 
in  1974.  Chemicals,  too,  are  feeling 
the  pinch  of  a  faltering  economy, 
with  companies  like  Rohm  &  Haas 
and  Celanese  laying  off  workers,  and 
Hercules  already  closing  a  plant. 

No  Hiding  Place 

One  company— Phillips,  with  its 
huge  North  Sea  holdings— had  seemed 
likely  to  buck  the  tide.  But  with  Nor- 
way proposing  a  tax  so  high  (90%) 
as  to  make  development  of  its  sector 
almost  impossible,  Phillips'  prospects 
of  crude  self-sufficiency  by  1976  may 
be  less  bright  than  they  seemed  last 
fall.  Most  other  North  Sea  holdings 
are  not  likely  to  have  any  apprecia- 
ble effect  on  U.S.  companies  this 
year.  Oil  from  Alaska's  North  Slope  is 
at  least  two  years  from  adding  to  the 
bottom  lines  of  such  companies  as 
Standard  of  Ohio  or  Atlantic  Richfield, 
its  principal  beneficiaries. 

Finally,  there  is  the  specter  of  new 
taxes  in  the  U.S.— called  "windfall 
taxes"  by  their  proponents  and  "puni- 
tive taxes"  by  the  oil  industry.  No 
one  knows  the  mood  of  the  upcoming 
Congress,  of  course,  but  Arco's  Brad- 
shaw  observed  recently:  "If  Congress 
waits  for  a  couple  of  quarters,  there 
won't  be  any  need  for  punitive  taxes." 

So  the  earnings  trend  unquestion- 
ably is  down— down  from  an  artificial- 
ly high  level.  The  decline,  therefore, 
doesn't  spell  disaster.  Even  with  re- 
turns down  to  10%  or  so  on  its  invest- 
ments the  oil  industry  can  do  quite 
well  (Forbes,  Dec.  1,  1974).  With 
energy  in  such  demand,  it  is  dif- 
ficult to  see  the  industry's  profits  drop- 
ping even  that  low.   ■ 
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Chemicals 


It  was  a  vintage  year.  While  the  industry 

will  do  better  than  most  in  1975, 

it  won't  see  the  likes  of  1974— not  for  many  a  moon. 


No  one  complained  more  bitterly 
than  the  chemical  industry  when 
price  controls  were  first  imposed  in 
1972.  The  timing  was  terrible  for  the 
industry.  After  eight  years  of  over- 
capacity and  low  prices,  many  pro- 
ducers—especially of  bulk  chemicals- 
were  caught  with  paper-thin  margins. 

But  what  tasted  at  first  like  a  bit- 
ter pill  turned  out  to  be  an  exhilarat- 
ing dose  of  amphetamine. 

As  controls  withered  away  last 
year,  no  industry  benefited  more 
handsomely  than  the  chemical  in- 
dustry. Measured  by  their  returns  for 
the  latest  12  months,  the  chemical 
producers  ranked  second  only  to  the 
oil  giants  on  the  Forbes  Profitability 
Yardsticks— a  bright  contrast  to  their 


ranking  of  13th  for  the  last  five  years. 

With  the  early  weakening  of  'the 
fibers  market  plaguing  du  Pont,  Dow 
finally  snatched  top  profitability  rank- 
ing among  the  diversified  majors, 
earning  an  almost  incredible  34.1% 
on  its  heavily  leveraged  stockholders' 
equity  in  the  latest  12  months.  An 
established  low-cost  producer  of  bulk 
chemicals  that  are  mainly  derived  not 
from  petroleum  but  from  its  huge 
Michigan  salt  beds,  Dow  benefited 
more  than  most  from  soaring  prices 
as  demand  raced  ahead  of  capacity. 

The  surprise  performer  in  the  group 
was  smallish  Reichhold  Chemicals, 
the  king  of  synthetic  resins  (Forbes, 
Nov.  15,  1974).  With  plastic  resin 
prices  up  86%,  more  than  any  other 


chemical  group  (see  chart),  Reich- 
hold's  markups  were  out  of  this  world, 
increasing  as  much  as  1,000%  on  some 
products.  Lacking  Dow's  leverage, 
Reichhold's  return  on  equity  remained 
below  Dow's;  but  it  outperformed 
Dow  in  return  on  total  capital. 

Not  even  International  Minerals  & 
Chemical,  the  rebounding  fertilizer 
4 producer,  could  top  Reichhold's  spec- 
tacular comeback  in  return  on  total 
capital.  IMC  is  more  heavily  lever- 
aged, too.  But  no  one  in  the  fertilizer 
business,  least  of  all  Monsanto,  was 
complaining  last  year  as  demand 
soared  because  of  disappointing  do- 
mestic crops  and  a  worldwide  food 
crisis.  While  its  fibers  competitors— du 
Pont,  Celanese,  Hercules  and  Akzona 
—were  showing  minimal  profit  im- 
provement in  the  face  of  slumping 
demand,  Monsanto  very  nearly  dou- 
bled its  five-year  average  return  on 
equity  in  the  latest  12  months  on  the 
strength  of  its  large  fertilizer  business. 
It  was  Lubrizol,  with  no  debt  at  all, 
that  topped  all  other  chemical  com- 
panies by  a  wide  margin  with  a  27% 
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return  on  total  capital  for  the  latest 
12  months.  Harried  motorists,  anx- 
ious to  keep  their  old  cars  on  the 
road  as  long  as  possible,  bought  more 
of  the  company's  life-prolonging  oil 
additives.  So  Lubrizol  was  able  to  hike 
its  prices  comfortably  above  its  own 
increased  oil  costs.  Witco,  with  its 
high-grade  motor  oils,  and  Ethyl,  with 
its  antiknock  additives,  scored  sharp- 
er gains  in  return  on  equity.  But  nei- 
ther fared  even  half  so  well  as  Lubri- 
zol last  year  in  return  on  total  capital. 

There  were  some  spectators  at  the 
feast  last  year.  A  major  market  for 
Cabot  Corp.'s  carbon  black  is  auto- 
mobile tires,  and  with  consumers  buy- 
ing fewer  cars  and  driving  slower, 
unit  shipments  of  tires  were  down  10%. 
There's  no  way  even  the  most  inept 
federal  mismanagement  of  the  econ- 
omy can  create  a  shortage  of  air,  of 
course,  which  is  why  industrial  gas 
producers  like  Air  Products,  Airco  and 
Chemetron  showed  minimal  profit  im- 
provement last  year.  This  is  a  com- 
petitive industry,  as  can  be  seen  from 
the  slim  profit  margins  of  Airco  and 
Chemetron.  Producers  are  locked  into 
long-term  contracts  in  major  markets 
like  the  steel  industry,  which  pro- 
duced less  tonnage  last  year  than  in 
1973.  An  ironic  sidelight:  Air  Prod- 
ucts widened  its  profitability  lead  over 
its  two  big  rivals,  thanks  in  part  to 
sharply  higher  earnings  in  its  indus- 
trial chemicals  division  enlarged  by  a 
1971  acquisition  from  luckless  Airco. 

Least  happy  last  year  were  the  big 
fiber  producers.  For  them  the  feast 
was  over  before  it  began.  Shipments 
of  polyesters,  nylons,  acrylics  and 
rayons  began  to  falter  around  mid- 
year as  demand  slumped  in  the  key 
auto,  construction  and  apparel  indus- 
tries. Plant  closings  began  through- 
out the  industry,  and  by  December 
the  operating  rate  was  25%  to  35%  be- 
low that  of  last  spring.  Meantime, 
prices  were  only  2%  above  a  year  ago. 

Will  fibers  problems  spread  this 
year?  Flushed  with  success,  most 
chemical  industry  executives  pooh- 
pooh  that  idea,  agreeing  with  Union 
Carbide  Chairman  F.  Perry  Wilson 
that  "prospects  look  bright  right  out 
into  1980."  Dow  President  C.B. 
Branch  agrees:  "It  is  easy  and  fash- 
ionable to  forecast  doom,  but  I  ex- 
pect 1975  will  be  a  better  year  than 
many  people  think.  We  continue  to 
expect  an  increase  in  earnings  of  10% 
in  1975  over  1974." 

"No  one  should  be  doing  their 
planning  on  the  basis  that  prices  of 
chemical  products  will  show  the  vol- 
atility that  they  have  in  the  past," 
cautions  Executive  Vice  President 
Robert  Coquillette  of  W.R.  Grace 
"We  are  forced  by  today's  inflated 
plant  and  financing  costs  and  larger 


ROUGH  WEATHER, 
TRIMMED  SAILS 

The  worsening  recession  promises 
to  flatten  out  recent  rises 
in  chemical  prices,  as  it  already 
has  in  the  large-volume 
petrol-based  fibers  like  nylon 
and  polyester. 
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But  in  this  recession,  chemical 
prices  will  probably  not  plunge 
under  the  weight  of  excess 
capacity  as  they  did  in  1970-71. 
That  recession  was  preceded  by 
far  greater  capacity  additions. 
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market  into  a  more  moderately  paced 
response  of  supply  to  demand.  That 
dampens  the  price  fluctuations  we 
had  come  to  expect  as  normal." 

In  some  chemicals,  however,  the  old 
volatility  was  back.  In  early  1974 
benzene  went  to  $3.50  a  gallon  and 
even  then  was  hard  to  come  by.  But 
by  the  end  of  October  benzene  was 
down  around  $1  a  gallon.  Propylene 
was  21  cents  a  pound  early  in  the 
year,  7  cents  a  pound  toward  year's 
end.  Propane  and  naphtha,  crucial 
petrochemical  feedstocks,  have  suf- 
fered 50%  price  cuts.  By  contrast, 
ethylene  rose  from  4  cents  a  pound  in 
January  to  9  cents*  a  pound,  up  125% 
over  the  year.  Already  Hercules  has 
been  forced  to  shut  down  a  plant  pro- 
ducing DMT,  the  chief  intermediate 
chemical  for  many  synthetic  fibers. 

Good  Intentions 

"Managements  have  firm  resolves 
they  won't  cut  prices,"  comments  ana- 
lyst Robert  Eastman  of  Blyth,  East- 
man Dillon.  "But  I  don't  think  the 
prudent  investor  can  go  on  that  as- 
sumption. It  only  takes  one  guy  to  cut 
the  price,  and  then  the  others  will 
have  to  meet  that  price.  When  times 
get  tough,  prices  have  a  way  of  get- 
ting cut." 

"The  honeymoon  is  over  I  think," 
concedes  Chairman  Henry  Reichhold 
of  Reichhold  Chemicals,  predicting  a 
sharp  decline  in  industry  sales  this 
year  triggered  by  inventory  rundowns 
and  deepening  recession  worldwide. 
While  domestic  resin  prices  were  off 
only  marginally  at  year's  end,  Reich- 
hold predicted  that  the  steep  drop  in 
overseas  resin  prices  will  spread  to 
the  U.S.  in  the  months  ahead. 

"It  is  unquestionably  one  of  the 
most  difficult  economic  environments 
in  which  to  make  forecasts  that  I  can 
recall,"  says  Allied  Chemical  Finance 
Vice  President  Walter  H.  Sykes. 

Some  chemical  industry  executives 
figure  that  if  things  go  soft  at  home, 
they'll  sell  off  the  products  at  higher 
prices  overseas.  "That's  one  of  the 
pieces  of  fiction  the  irdustry  has  been 
passing  around  lately,"  says  H.C. 
Wainwright  analyst  Wm.  Williams. 
"The  fact  is,  demand  has  been  softer 
overseas  than  here.  We'll  see  a  de- 
cline in  both  directions.  Some  com- 
panies are  even  playing  down  their 
European  positions  lately.  Dow  has 
the  biggest  overseas  position  relative 
to  its  size.  They've  had  a  sensational 
foreign  record  so  far,  so  it's  raised  a 
lot  of  questions  how  they'll  look  this 
year."  Meanwhile,  announcements  of 
planned  U.S.  investments  by  foreign 
chemical  companies  shot  up  from  17 
in  1973  to  55  last  year. 

Analysts  are  convinced  that  ferti- 
lizer will  be  a  standout  exception  if 
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"Space  suits"  and  gas  masks  aren't 
enough  to  protect  highly  exposed 
vinylchloride  and  polyvinyl  chloride 
workers  from  tht  risk  of  cancer,  says 
the  Federal  Government  in  stiff  new 
regulations  that  take  effect 
this  month.  In  doing  so,  the 
U.S.  Government  brushed  aside  a 
Sept.  16, 1974  study  by  Foster  D. 
Snell  of  the  Occupational  Safety  & 
Health  Administration,  which  suggests 
strongly  that  the  new  standards  can- 
not be  met  and  may  shut  down  the 
entire  industry.  If  that  happens, 
says  consulting  firm  A.D.  Little, 
some  1.6  million  workers  would  find 
themselves  without  a  job  and  the 
nation's  gross  national  product 
would  shrink  by  $65  billion. 
Not  surprisingly,  the  plastics 
industry  is  appealing  the  new  ruling 

in  the  federal  courts.  Its  case 

is  weakened,  however,  by  the  success 

of  companies  like  Rohm  &  Haas  in 

achieving  tight  exposure  controls  in 

the  production  of  cancer-causing 

bis-chloromethyl  ether. 
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chemical  prices  drop  this  year. 
"There's  an  assured  demand  this  year 
for  everything  the  industry  can  make," 
says  Wainvvright's  Williams.  But  fer- 
tilizer executives  grow  wary  when 
things  get  this  good.  "The  short-falls 
in  supply  for  1974  to  1975  and 
1975  to  1976  are  small,  percentage- 
wise, even  though  the  number  of 
tons  involved  is  substantial,"  cautions 
IMC  Chairman  Richard  A.  Lenon. 
"We  are  conscious  of  the  risk  with 
which  we  are  surrounded  on  all 
sides.  To  hedge  somewhat,  we  plan 
to  continue  a  policy  of  long-term 
contracts  for  roughly  one-half  of  the 
phosphate  rock  we  produce,  75%  of 
the  concentrated  phosphate  and  one- 
half  to  75%  of  the  nitrogen." 

Brief  Shortage? 

What  IMC  knows  perhaps  better 
than  the  rest  of  the  chemical  indus- 
try is  that  all  good  things  must  come 
to  an  end— even  shortages.  And  IMC 
wants  the  protection  of  long-term  con- 
tracts when  that  happens. 

It  was  the  oil  industry,  of  course, 
that  ravaged  the  fertilizer  industry  in 
the  mid-Sixties,  flooding  the  market 
with  so  much  tonnage  that  prices  took 
nearly  a  decade  to  recover.  Now  there 
are  signs  that  the  oil  industry  is  be- 
coming intrigued  again  by  the  profits 
its  chemical  customers  are  making. 

"One  of  the  things  the  oil  compa- 
nies are  doing,"  says  Edward  Giles, 
chief  chemical  analyst  at  F.  Eberstadt 
&  Co.,  "is  building  basic  feedstock  ca- 
pacity: ethylene,  propylene  and  ex- 
panding in  derivative  products.  That 
may  mean  that  a  nonintegrated 
smaller  company  will  have  a  difficult 
time  obtaining  feedstocks  for  the  kind 
of  growth  that  would  otherwise  be 
possible  in  the  event  of  market  expan- 
sion. The  oil  companies  are  already 
very  important  factors  in  the  chemical 
industry  and  they  are  becoming  more 
formidable  competitors." 

With  70%  of  the  output  of  the 
chemical  industry  derived  from  pe- 
troleum feedstocks,  the  possibility  of 
a  cost /price  squeeze  is  very  real  in  a 
weakening  economy.  Consumers  may 
turn  to  competing  natural  materials; 
cotton  and  wool  have  been  falling 
sharply  in  price  of  late.  There  could 
even  be  overcapacity  in  fertilizers 
again.  "I  see  every  probability  of  it 
happening  in  the  next  three  years," 
says  Wainwright's  Williams. 

What  it  all  adds  up  to  is  this;  In 
spite  of  recession,  many  of  the  chem 
icals  producers  still  have  a  good  deal 
going  for  them,  and  so  the  industry 
should  fare  better  than  most  in  1975. 
But  make  no  mistake  about  it,  1975 
is  not  going  to  be  another  1974.  Vin 
tage  years  like  1974  are  few  and  vn\ 
I. ii  between.  ■ 
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$100,000,000 


NORTON  SIMON  INC 

9x/2%  Sinking  Fund  Debentures  due  December  1, 1999 


Price  99% 

Plus  accrued  interest  from  December  1,  1974 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  legally  dis- 
tribute it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co.  Salomon  Brothers 

Blyth  Eastman  Dillon  &  Co.  The  First  Boston  Corporation  Dillon,  Read  &  Co.  Inc. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

Securities  Corporation  Incorporated  Affiliate  of  Bache  &  Co.  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes      E.  F.  Hutton  &  Company  Inc.      Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Kuhn,  Loeb  &  Co.  Lehman  Brothers  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis      Reynolds  Securities  Inc.      Smith,  Barney  &  Co.      Sutro  &  Co. 

Incorporated  Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co.  Bear,  Stearns  &  Co. 

Incorporated  Incorporated 

L.  F.  Rothschild  &  Co.  Shearson  Hayden  Stone  Inc.  Warburg  Paribas  Becker  Inc. 

Shields  Model  Roland  Securities   Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc.   Weeden  &  Co. 

Incorporated  Incorporated 

ABD  Securities  Corporation  Allen  &  Company  American  Securities  Corporation 

v  Incorporated 

Basle  Securities  Corporation  Alex.  Brown  &  Sons  Dominick  &  Dominick, 

Incorporated 

F.  Eberstadt  &  Co.,  Inc.  EuroPartners  Securities  Corporation  Harris,  Upham  &  Co. 

Incorporated 

Kleinwort,  Benson  Ladenburg,  Thalmann  &  Co.  Inc.  Mitchell,  Hutchins  Inc. 

Incorporated 

Oppenheimer  &  Co.         Piper,  Jaffray  &  Hopwood         SoGen-Swiss  International  Corporation 

Incorporated 

Spencer  Trask  &  Co.  Tucker,  Anthony  &  R.  L.  Day  UBS-DB  Corporation 

Incorporated 

William  D.  Witter,  Inc.  Wood  Gundy  Incorporated  Wood,  Struthers  &  Winthrop  Inc. 

December  12, 1974 


Leisure 


There  were  fewer  leisure  dollars  around.  What  changed 
most,  however,  was  the  way  leisure  dollars  were  spent. 


Leisure  time  is  supposed  to  be  fun, 
but  fun  is  a  scarce  item  in  the  lei- 
sure business  nowadays.  With  gas 
prices  up  and  disposable  income 
down,  few  people  can  afford  to  do 
things  as  they  used  to.  "The  consum- 
er is  stunned,"  says  analyst  Grant 
Hobson  of  Auerbach,  Pollak  &  Rich- 
ardson. And  if  1974  seemed  bad,  adds 
Dreyfus  Corp.'s  Joan  Lapin,  "just  wait 
till  next  year." 

The  Forbes  Yardsticks  give  a  pretty 
good  idea  of  the  damage  so  far. 
Among  the  travel  companies,  all  but 
one  registered  lower  returns  on  equity 
for  the  latest  12  months  vs.  the  last 
five  years.  The  recreation-vehicle  com- 
panies vied  with  one  another  for  the 
worst  trend  toward  insolvency;  one, 
Redman,  appeared  close  to  reaching 
it.  Interestingly,  the  only  bright  spots 
were  among  entertainment  compa- 
nies and  publishing  firms. 

The  fact  is,  people  still  spent  mon- 
ey on  leisure  activities,  but  they  spent 
it  in  different  places  than  before.  Ex- 
pensive trips  and  recreation  equip- 
ment gave  way  to  cheaper  leisure  ac- 
tivities: reading,  TV,  movies. 

Attendance  at  Florida's  Disney 
World  was  down  some  6.5%,  but  the 
movies  may  have  had  their  best  at- 
tendance year  since  the  peak  in  1946. 
People's  reluctance  to  spend  on  big- 
ticket  items  hurt  boat  builders  (Out- 
board Marine,  Fuqua)  and  the  rec- 
reation-vehicle group.  But  they 
showed  no  such  hesitancy  about  pho- 


Neither  rain  nor  cold  nor  gloomy 
days  prevented  thousands  of  movie- 
goers from  queuing  up  for  The  Ex- 
orcist. This  year  they'll  flock  to 
Earthquake  for  the  pleasure  of  seeing 
Los  Angeles  destroyed,  if  only  on  film. 


nograph  records,  and  the  record  divi- 
sions of  CBS,  MCA,  Warner's  and 
American  Broadcasting  all  had  strong 
years  (American  Broadcasting's  rec- 
ord profits  were  up  an  estimated 
75%).  Polaroid's  expensive  SX-70  was 
selling  slowly  even  before  techni- 
cal problems  with  both  camera  and 
film,  but  sales  of  Eastman  Kodak's 
Instamatics  and  film  held  up  better. 

Advertisers  put  more  dollars  into 
network  TV,  the  national  advertising 
medium  with  the  most  visible  sales 
impact.  Advertising  expenditures  over- 
all were  up  about  5%  in  1974;  the 
networks  gained  10%  in  market  share. 

For  the  leisure  durable-goods  man- 
ufacturers, inflation  was  hard  on  prof- 
its not  only  for  its  magnitude  but  also 
its  steadiness:  It  was  difficult  to 
raise  prices  often  enough  to  pass  on 
all  the  increases  in  raw  materials  costs. 
Costs  in  one  of  Outboard  Marine's 
40-horsepower  outboard  motors  went 
up  as  follows:  aluminum,  75%;  steel, 
50%;  plastic,  100%.  But  the  price  of 
the  motor  itself  was  up  only  about 
19%.  Fuqua  Industries  tried  to  stock- 
pile raw  materials  ahead  of  price 
rises,  but  got  clipped  on  carrying 
charges  on  its  bloated  inventories. 

Recreation  vehicles  and  mobile- 
homes  sales  were  the  full-force  vic- 
tims of  the  year's  triple  whammy: 
the  higher  cost  of  raw  materials,  con- 
sumer loans  and  gasoline.  Only  Sky- 
line, the  largest  of  the  mobile-home/ 
RV  manufacturers,  got  off  light.  Even 
so,  its  return  on  equity  was  only  a 
fourth  of  its  five-year  average.  Ship- 
ments of  RVs  improved  as  gasoline 
shortage  fears  ebbed,  but  not  enough 
to  help  Winnebago,  Phillips  or  Fleet- 
wood. Redman  Industries  tottered  on 
the  brink  of  insolvency. 


Consumers  showed  signs  of  spend- 
ing disposable  income  where  they 
could  get  more  bounces— i.e.,  sport- 
ing goods  and  the  at-home  market. 
AMF,  hurt  in  motorcycles,  did  well 
in  tennis  (the  fastest-growing  sport 
^in  the  U.S.,  at  15%  a  year)  and  golf. 
Tandy  Corp.'s  hobby  and  handicraft 
goods  showed  a  26%  sales  increase  in 
the  summer  quarter  alone. 

Walt  Disney  Productions  was 
deemed  to  be  the  most  endangered 
of  the  leisure  species  because  about 
half  its  profits  come  from  the  two 
amusement  parks.  Yet  Disney  did  very 
well.  Explained  Auerbach  analyst 
Grant  Hobson:  "This  time  last  year  I 
thought  Disney  World  attendance 
might  be  down  50%."  It  was  down 
6.5%,  and  Disneyland  4.5%.  But  the 
gas  shortage  had  eased  enough  by 
midyear  that  Disney  World's  summer 
attendance  was  off  only  0.2%.  Higher 
prices  also  helped,  and  Disney's  mov- 
ies continued  to  pack  them  in. 

Leisure  companies  with  a  stake  in 
the  shattered  housing  industry  were 
hurt  last  year:  Fuqua,  through  a  va- 
riety of  real  estate  operations,  Time 
Inc.  through  Temple-Eastex,  Times 
Mirror  through  its  forest  products  di- 
vision and  Del  E.  Webb  in  both  home 
building  and  land  development. 

The  energy  crisis  knocked  the  stuff- 
ing out  of  the  motels  early  in  the 
year:  Nationwide,  occupancies  were 
down  10%  in  the  first  quarter.  But 
some  came  more  unstuffed  than  oth- 
ers: Howard  Johnson,  with  the  larg- 
est number  of  highway  units,  was  hit 
harder  by  the  decline  in  pleasure 
travel  than  was  Marriott,  whose  air- 
port concentration  draws  a  well- 
heeled  business  clientele.  Holiday 
Inns,  with  the  sharpest  drop  in  re- 
turn on  equity  for  the  12  months, 
suffered  from  having  its  greatest  con- 
centration of  units  in  the  East,  where 
the  gas  shortage,  while  it  lasted,  was 
the  most  widespread.  By  December 
Holiday  Inns  was  giving  travel  agents 
a  15%  discount,  according  to  one  ana- 
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rmance 

Company 
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GROWTH 
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Debt/ 
Equity 
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Return  on  Total  Capital 

Net 
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Margin 

Sales 

Earnings/Share 
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12  Months 
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Average 
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Rank 

McDonald's 

27.8% 

1 

24.7% 

0.9 

13.6% 

1 

16.0% 

3.50/0 

31.8% 

1                34.4% 

1 

Loews 

24.7 

2 

15.9 

2.1 

6.6 

6 

7.0 

5.7 

29.2 

3              26.2 

2 

Denny's 

17.5 

3 

21.0 

0.7 

12.1 

3 

9.3 

3.5 

30.1 

2              11.4 

5 

Marriott 

13.4 

4 

11.8 

1.2 

6.4 

5 

7.1 

3.8 

22.6 

4              18.3 

3 

Howard  Johnson 

13.4 

4 

10.3 

0.0 

9.8 

2 

12.8 

4.9 

8.3 

7              11.8 

4 

Holiday  Inns 

13.0 

6 

8.7 

0.8 

6.0 

4 

7.8 

3.8 

17.7 

5                8.1 

6 

Hilton  Hotels 

9.0 

7 

7.8 

1.0 

5.3 

7 

6.0 

4.0 

8.7 

6                5.7 

7 

Medians 

13.4 

11.8 

0.9 

6.6 

7.8 

3.8 

22.6 

1L8 

ENTERTAINMENT. 
Warner  Communications 

22.2%tt 

1 

22.10/0 

0.8 

9.3% 

2 

10.6%  tt      7.70/0 

*» 

** 

CBS 

18.5 

2 

20.3 

0.2 

16.2 

1 

14.0 

5.8 

9.4 

3            3.8 

5 

Amer  Broadcasting 

14.1 

3 

17.5 

0.4 

13.7 

5 

9.8 

5.6 

7.1 

4              13.4 

3 

MCA 

12.7 

4 

21.7 

0.5 

15.9 

4 

9.8 

8.0 

11.1 

2              12.9 

4 

Walt  Disney 

11.3 

5 

9.6 

0.1 

8.3 

3 

9.9 

11.2 

18.8 

1              14.5 

2 

Metromedia 

10.3 

6 

7.2 

0.7 

5.3 

6 

6.9 

4.2 

5.5 

6                0.2 

6 

RCA 

9.2 

7 

14.8 

0.9 

9.2 

7 

6.1 

3.6 

6.9 

5           -12.2 

7 

MGM 

5.6 

8 

16.9 

1.0 

8.7 

8 

4.3 

9.2 

-2.7 

9              25.7 

1 

Twentieth  Century-Fox 

def 

9 

3.5 

0.8 

2.8 

9 

def 

1.2 

3.6 

8               P-D 

8 

Columbia  Pictures 

def 

10 

def 

29.3 

def 

10 

def 

def 

4.3 

7               P-D 

8 

Medians 

10.8 

15.9 

0.8 

9.0 

84 

5.7 

6.9 

3.8 

RECREATION.. 

Skyline 

37.4% 

1 

9.9% 

0.0 

10.0% 

1 

37.3% 

2.8% 

24.1% 

5 

29.5% 

3 

Champion  Home 

33.4 

2 

0.7 

0.3 

0.8 

3 

27.1 

0.1 

34.0 

4 

33.6 

2 

Fleetwood  Enterprises 

32.2 

3 

5.7 

0.0 

5.8 

2 

33.3 

1.5 

41.7 

2 

39.1 

1 

Eastman  Kodak 

20.9 

4 

19.2 

0.0 

18.1 

4 

19.6 

13.5 

9.2 

15 

8.7 

8 

AMF 

20.5 

5 

12.9 

0.6 

8.6 

6 

12.4 

3.7 

11.7 

9 

18.2 

6 

Winnebago  Industries 

19.7 

6 

def 

0.0 

def 

5 

19.4 

def 

42.1 

1 

22.4 

4 

Outboard  Marine 

14.3 

7 

8.0 

0.2 

6.9 

7 

11.6 

3.5 

10.2 

13 

8.8 

7 

Brunswick 

14.2 

8 

16.2 

0.6 

11.2 

8 

10.4 

5.5 

9.6 

14 

DP 

Tandy 

13.5 

9 

12.5 

0.6 

9.2 

10 

9.4 

3.8 

36.9 

3 

22.4 

5 

Fuqua  Industries 

12.7 

10 

8.3    - 

1.3 

5.0 

14 

7.4 

1.7 

14.6 

8 

2.4 

10 

Del  E  Webb 

11.2 

11 

8.8 

1.3 

8.1 

13 

7.6 

1.9 

11.2 

11 

D-P 

Bell  &  Howell 

10.4 

12 

10.4 

0.1 

8.5 

11 

9.0 

4.1 

7.3 

16 

5.6 

9 

Polaroid 

10.1 

13 

6.5 

0.0 

6.5 

9 

10.1 

5.3 

11.0 

12 

-0.5 

11 

Philips  Industries 

9.6 

14 

def 

0.8 

def 

12 

8.4 

def 

22.6 

6 

-1.2 

12 

Redman  Industries 

def 

15 

def 

2.0 

def 

15 

1.3 

def 

22.1 

7                P-D 

13 

Mattel 

def 

16 

8.7 

3.6 

5.4 

16 

def 

1.0 

11.3 

10                P-D 

13 

Medians 

13.9 

8.5 

0.5 

6.7 

10.3 

2.4 

13.2 

8.8 

PUBLISHING— 

Dun  &  Bradstreet  Cos 

22.4% 

1 

21.9% 

-0.0 

21.7% 

1 

23.4% 

8.20/0 

10.9% 

5               8.0% 

4 

Knight-Riddet  News 

15.6 

2 

13.1 

0.5 

9.3 

5 

11.3 

5.7 

19.8 

1              16.2 

1 

Gannett 

15.1 

3 

16.3 

0.3 

13.3 

4 

11.8 

10.4 

17.7 

2              14.7 

2 

Times  Mirror 

14.9 

4 

17.0 

0.1 

14.4 

2 

13.1 

8.1 

14.3 

3                8.4 

3 

Washington  Post 

14.9f 

5 

15.4 

0.4 

11.2 

7 

10.5t 

5.1 

10.3 

7                2.6 

5 

New  York  Times 

12.6 

6 

16.1 

0.1 

14.6 

3 

12.2 

5.2 

10.5 

6                0.1 

6 

McGraw-Hill 

12.2 

7 

14.3 

0.4 

10.8 

8 

9.9 

6.1 

6.0 

11             -3.4 

10 

RR  Donnelley  &  Sons 

12.1 

8 

13.5 

0.0 

12.2 

6 

10.9 

8.2 

6.8 

10             -0.7 

7 

Time  Inc 

11.4 

9 

15.1 

0.3 

11.1 

9 

8.5 

6.6 

4.4 

12             -2.6 

9 

MacMiJIan 

5.9 

10 

7.2 

0.3 

6.3 

10 

5.2 

3.7 

12.8 

4             -2.4 

8 

Areata  National 

3.1 

11 

13.0 

0.7 

8.6 

11 

4.1 

4.4 

9.0* 

9           -16.7* 

11 

Grolier 

0.1 

12 

def 

1.7 

def 

12 

2.5 

def 

9.9 

8           -49.2 

12 

Medians 

12.4 

14.7 

0.3 

11.2 

10.7 

5.9 

10.4 

-03 

Industry  Medians 

13.0 

12.5 

0.5 

8.6 

9.8 

4.1 

11.1 

8.1 

Note:  Explanation  of  Yardstick 
def— Deficit.        P-D  Profit  to 

calculations  on  page  38.        t  Four-year  average. 
ieficit.        D-P  Deficit  to  profit;  not  ranked. 

tt  Three- 

year  average.         $  Fo 

ur-year  growth. 

**  Not  ava 

liable;  not  ranked. 
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lyst,  double  the  normal  rate.  Fortu- 
nately Holiday  Inns' Continental  Trail- 
ways  busline  has  been  showing  a  20% 
gain  during  the  year. 

Hilton  Hotels,  concentrated  in  cen- 
ter cities,  kept  occupancies  level.  But 
the  high  cost  of  living  it  up  cut  Hil- 
ton's Las  Vegas  hotel  trade,  source  of 
nearly  half  its  operating  profits.  So  net 
was  off  17.2%  through  September. 

The  innkeepers  were  hurt  in  their 
restaurant  operations  as  well.  High 
though  the  supermarket  tab  seemed, 
it  was  still  cheaper  for  families  to 
eat  at  home,  and  restaurant  revenues, 
adjusted  for  inflation,  dropped  sharp- 
ly. Denny's  Coffee  Shops  did  succeed 
in  attracting  more  customers  per  store 
despite  a  14%  price  hike,  but  some 
McDonald's  franchisees  engaged  in 
discreet  price-cutting  to  keep  up  traf- 
fic—a move  that  helped  keep  Mc- 
Donald's unit  volume  at  least  level. 

Variety  reported  movie  revenues  up 
20%  even  after  adjustment  for  infla- 
tion. People  went  to  the  movies,  not 
the  movies:  To  MCA's  The  Sting  and 
American  Graffiti,  but  not  to  20th- 
century  Fox's  Cinderella  Liberty.  To 
Warner's  The  Exorcist  and  Magnum 
Force,  not  to  Columbia's  Open  Sea- 
son. One  reason  movie  companies  had 
a  good  year,  according  to  Blyth, 
Eastman  Dillon  recreation  analyst 
Richard  Steenken,  is  that  they  dis- 
covered advertising.  Movie  ads  on  TV 
rose  400%  in  the  past  two  years. 

Broadcasters  lucked  out  last  year: 
Eighty-five  percent  of  network  TV 
advertising  comes  from  such  nondur- 
able goods  companies  as  Procter  & 
Gamble  and  General  Foods,  which 
weren't  as  hard  hit  by  the  recession 
as,  say  autos  (15%  of  TV  advertising). 
Further,  the  networks  raised  rates  for 
daytime  advertising,  on  which  pretax 
margins  are  higher  because  they  can 
sell  16  commercial  minutes  an  hour, 
vs.  eight  at  night.  Metromedia  didn't 
share  in  the  year's  good  news,  how- 
ever, mainly  because  its  independent 
stations  must  make  do  with  spot  ad- 
vertising, bedeviled  by  stagflation. 

Newspapers  got  hit  last  year  with 
an  increase  of  30%  to  50%  in  the  ef- 


fective price  of  newsprint,  one  of  their 
largest  costs.  Most  papers  raised  both 
circulation  and  advertising  rates,  but 
it  was  easier  for  Gannett,  with  a  mo- 
nopoly in  each  of  its  cities,  than  for 
Knight-Ridder,  with  fierce  competi- 
tion in  Philadelphia  and  Detroit,  or 
for  the  New  York  Times  Co.  Publish- 
ers with  newsprint  interests  got  part 
of  the  price  rise  back.  For  example, 
Time  Inc.'s  net  from  forest  products 
rose  over  25%.  Earnings  gains  by  the 
New  York  Times  Co.'s  newsprint  sub- 
sidiary more  than  made  up  for  the 
decline  in  the  newspaper's  profits. 

Big-city  dailies  like  the  Knight-Rid- 
der papers,  the  Times  Mirror's  Los 
Angeles  Times  and  Dallas  Times  Her- 
ald lost  the  national  and  classified  ad- 
vertising that  are  traditionally  sensi- 
tive to  downturns  in  business,  but 
diversification  by  the  parent  compa- 
nies pulled  them  through.  Knight's 
merger  with  Ridder  will  give  it  a 
smaller  city  balance. 

The  year's  event  with  the  most  far- 
reaching  impact  on  newspapers, 
thinks  Dreyfus  Corp.'s  Joan  Lapin, 
was  the  settlement  between  The  New 
York  Times  and  The  Washington  Post 
and  their  unions.  Both  papers  won 
the  right  to  automate  and  to  elimi- 
nate featherbedding.  The  Times'  pre- 
vious contract,  without  those  provi- 
sions, drove  the  newspaper's  profits 
down  from  $30  million  the  year  be- 
fore it  went  into  effect  to  $13  million 
in  its  third  year,  says  Lapin.  "This 
year's  agreements  were  an  enormous 
breakthrough  for  all  the  bigger  city 
newspapers.  It's  a  reason  to  get  ex- 
cited about  investing  in  this  industry." 

Impact  Report 

"One  reason  the  energy  crisis  didn't 
have  a  devastating  impact  on  leisure 
companies  last  year  was  that  people 
still    had    money,"    says     Auerbach's 


Forest  Hills  tournaments  continue  to 
draw  good  crowds  to  what  used  to 
be  strictly  a  rich  man's  sport.  Tennis 
is  now  the  fastest-growing  in  popu- 
larity, and  unlike  other  sports,  more 
fans  play  it  than  watch  it. 


Grant  Hobson.  "They  were  worried 
about  inflation,  but  they  thought  it 
might  be  even  worse  next  year." 

Well,  "next  year"  is  here,  and  it 
looks  worse  than  most  people  expect- 
ed. Yet  some  of  the  clouds  have  a 
silver  lining.  If  conventional  housing 
stays  depressed,  mobile  homes  could 
fill  much  of  the  need  for  low-cost 
housing.  (Western  lending  institu- 
tions are  beginning  to  ease  up  on  ex- 
pensive mobile-home  financing.) 

Families  foregoing  a  long  drive  to 
Disney  World  might  turn  up  instead 
at  one  of  Marriott's  closer-by  Great 
America  theme  parks,  the  first  of 
which  opens  this  year  just  south  of 
San  Francisco.  Such  regional  (i.e., 
non-Disney)  parks  drew  8%  greater 
crowds  last  year. 

The  filmmakers  are  on  hand  with  a 
new  group  of  movie  blockbusters 
looking  for  blockbuster  profits:  Para- 
mount's  Godfather  II,  MCA's  Earth- 
quake, Warner's  and  20th-century 
Fox's  Towering  Inferno,  Columbia 
Pictures'  Funny  Lady.  But  movies 
probably  won't  match  their  depres- 
sion-era popularity  because  TV  is  now 
the  cheapest  form  of  entertainment. 

John  Pawley,  the  determinedly  op- 
timistic head  of  one  of  Fuqua's  sport- 
ing goods  divisions,  even  sees  declin- 
ing auto  sales  as  a  boon  to  leisure 
spending.  "Less  than  1%  of  personal 
consumption  spending  now  is  in  lei- 
sure goods,"  he  says,  "while  6%  is  in 
autos.  With  less  discretionary  income 
going  for  cars,  there's  more  left  over 
for  leisure." 

The  possibility  of  lower  interest  ex- 
penses next  year  provides  an  earnings 
cushion  for  many  of  the  companies 
despite  lower  demand.  To  the  com- 
panies with  relatively  small  equity 
capitalizations,  interest-rate  swings 
are  significant  in  final  earnings. 

On  the  positive  side  was  the  wave 
of  wage  increases  that  pushed  hun- 
dreds of  thousands  of  additional 
blue-collar  workers  into  the  $15,000- 
and-up  income  bracket— the  category 
that  spends  most  on  leisure.  But  this 
was  at  least  partly  offset  by  the  rising 
tide  of   blue  collar  unemployment.  ■' 
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When  you  put  your  corporate  ad- 
vertising on  TV  you  reach  a  lot  of 
financial  analysts,  investors,  busi- 
nessmen, politicians  and  other  key 
targets. 

You  also  reach  Mrs.  Jones.  And 
millions  like  her. 

She's  impressed.  But  not  the 
way  you  want  her  to  be. 

She  doesn't  understand  capital 
investment,  fair  return,  overhead, 
downtime,  costs,  margins,  gross 
and  net. 

All  she  knows  is  that  a  lot  of  big 
companies  have  been  bragging 
how  successful  they  are... right 
there  on  her  TV  screen. 

Instead  of  wanting  to  buy  your 
stock  and  get  in  on  your  profits. . . 
she  wants  to  control  your  prices 
and  raise  your  taxes. 

Since  the  fad  for  putting  corpo- 
rate advertising  on  TV  began  back 
in  the  mid-sixties,  the  image  of  big 
business  has  deteriorated  sub- 
tantially. 

One  well-known  public  opinion 
:>oll  reports  -these  distressing 
igures. 

1966    1974 
°ublic  confidence 
n  big  business 55%     21% 

Hiat's  a  disaster.  And  admittedly 
TV  isn't  entirely  to  blame.  But  it 


"I  saw  on  TV  where 
your  profits  are  up. 
So,  when  are  your 
prices  coming  down?" 


sure  deserves  a  lot  of  the  credit. 

If  Cal  Coolidge  were  alive  today 
and  could  see  how  corporate 
giants  try  to  explain  themselves  to 
the  vast,  mixed  up  TV  audience. . . 
he'd  undoubtedly  paraphrase 
himself  something  like  this. 

"The  business  of  business  isn't 
everybody's  business!' 

The  fact  is,  you  face  a  severe  di- 
lemma when  you  put  your  corpo- 
rate advertising  on  television. 

Even  some  product  advertising 
can  rub  some  people  the  wrong 
way.  But  corporate  advertising  can 
be  downright  controversial. 

If  your  message  is  factual 
enough,  strong  enough  and  com- 
petitive enough  to  impress  sophis- 
ticated targets  like  the  financial 
community... it  very  likely  makes 
the  wrong  impression  on  Mrs. 
Jones. 

But  if  you  water  it  down  and 


gussie  it  up  so  it  doesn't  arouse  the 
ire  of  Mrs.  Jones... can  you  seri- 
ously believe  it  will  arouse  the  in- 
terest of  your  prime  audience? 

But  even  the  most  selective  TV 
programs . . .  NFL  Football,  for  ex- 
ample... give  you  an  overwhelm- 
ing majority  of  Joneses  and  a  small 
minority  of  your  real  target 
audience. 

So... when  you  buy  this  unwel- 
come, unavoidable  majority  on 
TV. .  .it  not  only  can  run  your  tar- 
get CPM  up  to  $388  compared 
with  only  $45  in  our  magazines... 
and  reduce  your  target  reach  from 
79%  to  only  16%. . .it  also  puts  you 
in  the  questionable  position  of 
talking  to  millions  of  the  very  peo- 
ple you  don't  want  to  talk  to  when 
you're  talking  business. 

Why  not  review  your  corporate 
advertising  objectives  with  one  of 
our  representatives . . .  soon? 
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The  Money  Men 


The  Red  Badge 
Of  Courage 

"Don't  take  my  picture  while  I'm 
scratching  myself  or  pulling  my  ear," 
snapped  Leslie  M.  Pollack,  research 
director  for  Shearson,  Hayden  Stone, 
clasping  his  hands  tightly  together 
while  the  flashbulbs  popped.  That 
goes  for  him  chomping  on  his  cigar, 
too.  This  is  a  man  in  a  pressure  job. 
Yet  he  can't  project  too  much  anxiety 
because  he  is  also  on  display. 

This  is  December  1974.  Were  it 
December  1968,  we  would  be  writing 
a  different  story.  In  those  days  the 
research  director  of  a  major  Wall 
Street  firm  was  sitting  on  top  of  the 
world.  He  was  the  man  who  picked 
the  winners  that  enabled  the  sales- 
men to  boast  that  they  could  regularly 
earn  25%— or  you  name  it— on  the  cus- 
tomers' money. 

Now  it  is  kind  of  like  an  old  story. 
The  one  about  the  elderly  bishop  dur- 
ing the  Bourbon  Restoration  in 
France.  The  aging  aristocrats  are  sit- 
ting over  their  brandy  and  bragging 
about  their  alleged  Pimpernel-like 
deeds  in  fighting  the  French  revolu- 
tionists. "And  what  did  you  do  dur- 
ing the  revolution,  father?"  a  young 
lady  asks.  "Mademoiselle,"  he  re- 
plies, "I  survived." 

Leslie  Pollack  survived.  He's  41, 
but  he  sometimes  talks  as  if  he  has 
been  around  for  50  years.  "I'm  really 
an  old-timer,"  Pollack  groans.  "I've 
been  a  research  director  for  eight 
years— four  for  my  present  firm."  That, 
he  says,  gives  him  roughly  twice 
the  tenure  of  most  research  directors 
today;  two  years  is  the  average  sur- 
vival. In  the  Sixties,  the  job  was  often 
a  stepping-stone  into  top  management 
on  Wall  Street  or  into  the  highly 
lucrative  hedge  fund  business.  Today 
it  is,  as  often  as  not,  a  stepping-stone 
to  oblivion.  "A  lot  of  colleagues,"  Pol- 
lack says,  "have  disappeared." 

Research    director.    Sounds    like    a 


nice,  scholarly  job.  But  listen  to  Les 
Pollack.  "It's  the  pressure,"  he  com- 
plains. "First  of  all,  the  nonfinancial 
rewards  are  gone.  In  a  bull  market, 
you  got  an  ego  massage  making  mon- 
ey. You  felt  smart  and  everyone 
agreed  you  were  smart. 

"But  now,  everyone  wants  to  make 
the  research  director  the  scapegoat. 
It's  a  very  visible  job.  He's  the  obvi- 
ous guy  to  blame  when  your  stocks 
go  down.  Your  mistakes  are  all  there 
in  writing." 

However,  it  is  not  all  bad.  The 
bear  market  has  shaken  out  the  weak- 
er analysts,  and  Pollack  says  his  pres- 
ent team  is  the  best  he  has  ever  had. 
"They're  survivors  and  they  know 
they're  good;  how  else  could  they 
have  survived?"  The  ones  who 
couldn't  cut  it  have  long  since  gone. 
(One,  Pollack  sadly  notes,  jumped  to 
his  death  from  a  Lower  Manhattan 
skyscraper  early  in  December. ) 

Being  a  survivor  isn't  easy.  The 
customers  these  days  are  mostly  in- 
stitutions, and  the  institutions  are 
playing  a  very  cautious  game.  "Work- 
ing for  institutions,  is  not  too  satis- 
fying. They  don't  want  us  any  more 
for  buy-and-sell  decisions,  but  just 
to  follow  industry  developments.  Each 
institution  has  about  ten  analysts  they 
talk  to  in  each  area,  and  the  secret 
is  to  get  on  the  list,"  says  Pollack.  That 
means  job  security  and  a  salary  in 
the  $40,000-to-$50,000  range-very 
good  money  indeed. 

Pollack  claims,  "I've  been  a  good 
research  director  because  I've  let  the 
talent  bloom.  By  far  the  most  popu- 
lar member  of  our  department  has 
been  our  technician  who  has  been 
constantly  bearish  and  figures  the  de- 
cline will  end  at  about  525.  But  I 
deserve  credit  for  letting  him  be  so 
bearish.  After  all,  I  could  have  said 
it's  bad  for  business,  but  I  didn't." 

Besides  having  a  feel  for  the  mar- 
ket and  managing  analysts,  Pollack 
says  the  research  director  has  a  mar- 
keting role.  "He  must  visit  and  sell 
his   judgment   to   his   registered   rep- 


Pollack  of  Shearson,  Hayden  Stone 

resentatives  because  if  the  RRs  don't 
believe  in  his  department's  research 
and  act,  then  all  his  effort  is  wasted. 
It  stops  right  in  his  department.  Now 
this  link  is  hard  to  maintain  in  this 
market.  The  only  ones  the  RRs  really 
respect  now  are  the  professional 
doomsday  managers.  I  call  them 
stopped  clocks  because  for  the  18% 
years  I've  been  in  this  business,  they 
haven't  changed  at  all,  and  this  just 
happens  to  be  their  day. 

"I'm  sure  all  these  weird  end-of- 
the-world  gold  guys  are  in  for  trou- 
ble. I  don't  know  anything  at  all 
about  gold.  But  I  do  know  the  gold 
guys  are  dressing  and  talking  so  pros- 
perously now  that  something  has  to 
go  wrong.  Everyone  else  who  talked 
and  acted  and  dressed  like  that— like 
the  conglomerators,  hedge  funders, 
REITs-all  hit  the  skids." 

In  thinking  back  on  his  own  sur- 
vival, Pollack  agrees  that  luck  played 
a  part.  He  was  writing  a  market  let- 
ter for  A.M.  Kidder  when  the  firm 
failed  in  1963.  Part  of  Kidder  was 
taken  over  by  what  is  now  Reynolds 
Securities,  and  Reynolds  took  Pollack 
because  they  liked  his  letter.  The  oth- 


A  Crawl,  Not  A  Climax 


Made  cautious  perhaps  by  the  vicis- 
situdes of  the  past  half-dozen  years, 
Leslie  Pollack  is  cautious  about  the 
current  market.  He  agrees  it's  cheap. 
But  he's  not  ready  to  say  it's  a  buy. 
"I  believe  you  should  only  be  25% 
invested  with  your  equity  money 
now,"  he  says.  "A  fundamentalist 
would  say  that  Sears  looks  good  at 
65,  but  now  it  looks  even  better   at 


43."  That's  fine,  but  if  you  were  a 
fundamentalist  and  bought  at  65  you 
wouldn't  have  any  money  left  to  buy 
at  43. 

Nevertheless,  we  could  be  close  to 
the  bottom.  "All  the  signs— falling  in- 
terest rates,  record  mutual  fund  cash 
holdings— are  there.  Even  if  the  30 
DJI  stocks  were  to  suffer  a  50%  earn- 
ings drop  in   1975,  they  wouldn't  be 


dear  at  these  prices. 

"If  next  spring  the  market  still  is 
in  the  low  600s,  then  I  will  regard 
this  as  a  bullish  sign."  Pollack  doesn't 
expect  a  selling  climax.  All  the  peo- 
ple who  are  going  to  panic,  he  sa\s. 
have  already  panicked,  and  the  pub 
lie  is  out.  So  he  expects  the  bear  mar- 
ket to  crawl  out  sideways  rather  than 
end  in  a  terrible  orgy. 
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er  part  of  Kidder  went  to  Francis  I.  du- 
Pont;  had  Pollack  gone  with  the  now- 
defunct  duPont,  he  concedes  he  might 
have  fallen  by  the  wayside. 

In  1966  Pollack  became  research 
director  at  Reynolds,  a  tough  firm 
that  has  managed  to  make  money 
when  few  others  could.  Why  did  he 
leave  a  strong  firm  to  go  to  a  relatively 
new  firm  born  out  of  multiple  mergers 
of  weak  or  failing  firms? 

"Shall  I  tell  the  truth  or  lie?"  mused 
Pollack.  "Well,  here's  the  truth:  At 
first  I  was  in  favor.  I  did  have  a  pre- 
dilection for  growth  stocks— especially 
the  nifty  fifty.  But  when  the  market 
went  down  in  1970,  suddenly  the  boss 
felt  I  was  representative  of  the  go-go 
generation.  I  was  a  victim  of  the  gen- 
eration gap  and  of  his  ultraconserva- 
tism.  My  big  favorites  were  Xerox  and 
Polaroid.  They  were  not  go-go  stocks." 
However,  Pollack  didn't  land  on  the 
beach,  but  with  his  present  firm. 

At  this  point,  Forbes  asked  a  rath- 
er disagreeable  question.  It  had  to 
do  with  the  reputation  of  his  present 
firm,  which  traces  back  to  Carter,  Ber- 
lind  &  Weill,  a  brokerage  house  that 


1  did  some  pretty  wild  and  question- 
able things  in  the  Sixties.  Didn't  going 
with  this  firm  bother  Pollack? 

The  Company  He  Keeps 

"That's  a  stinking  question,"  said 
Pollack  after  a  very  long  silence.  "But 
I'll  give  you  my  answer.  I  didn't  like 
what  they  were  doing  either.  I 
wouldn't  have  gone  to  work  for  them 
then.  But  when  the  firm  was  Carter, 
Berlind  &  Weill  it  was  a  small  one-of- 
fice group  of  less  than  100  people. 
They  made  deals  with  operators  and 
questionable  companies  that  are  no 
longer  around  and  a  lot  of  people  did 
get  hurt.  But  if  you're  comparing  that 
tiny  firm  with  our  present  one,  which 
is  about  seventh  in  size  and  has  over 
1,600  RRs,  you're  crazy." 

Pollack  explained  that  Arthur  Car- 
ter had  been  the  guiding  brain  at 
first,  but  he  went  off  to  start  his  own 
conglomeration,  the  Carter  Group. 
"Marshall  Cogan  was  a  wild  man,  too, 
just  right  for  the  conglomerate  craze, 
but  he  lost  out  in  the  top  manage- 
ment power  struggle.  That  leaves  San- 
ford   Weill   and  Arthur   Levitt  Jr.   in 


charge,  and  I  think  they  are  bright 
people  whom  I  really  admire." 

It  was  Weill  and  Levitt  who  took 
over  ailing  Hayden  Stone  for  very  lit- 
tle when  the  frightened  Wall  Street 
establishment  wouldn't  touch  it  al- 
though its  assets  were  worth  an  esti- 
mated $7  million. 

Considering  the  predecessor  firm's 
reputation  for  taking  care  of  the  big 
customers  and  short-changing  the  lit- 
tle ones,  Pollack  is  very  conscious  of 
the  pressure  on  him  to  make  sure 
that  everybody  gets  the  same  dope  at 
the  same  time.  "That's  the  law,"  Pol- 
lack says,  "and  a  firm  that  doesn't 
obey  it  is  not  going  to  stay  in  the 
business." 

There  are  very  few  people  who 
think  that  Wall  Street's  agony  is  end- 
ed, that  the  shakeout  in  the  invest- 
ment business  is  finished.  But  in  some 
form,  the  business  will  go  on;  the  free 
enterprise  system  needs  it.  Les  Pol- 
lack and  his  present  firm  are  both 
hardened  survivors  and  have  an  ex- 
cellent chance  of  being  still  on  their 
feet  when  the  smoke  of  battle  finally 
clears.   ■ 


THE  COMPLETE  LOWDOWN  ON 

WHY  SOME  PRETTY  BIG-OUTFITS 

DECIDED  TO  LOCATE  IN  MIAMI. 


A  slightly 
biased  look  at  Miami 


A  totally 
unbiased  look  at  Miami. 


Because  there's  hardly  anyone  over  the  age  of 
six  who  hasn't  seen  a  brochure  showing  beautiful 
girls  in  bikinis  on  our  beaches,  it's  tough  to 
convince  people  that  Miami  is  the  fastest  growing 
city  in  America  in  light  industry  and  corporate 
headquarters. 

Nevertheless,  it's  true.  A  lot  of  big  companies 
are  setting  up  plants  here.  Outfits  like  Dade 
Division,  American  Hospital  Supply;  Suave  Shoe; 
Colebrook  Mills,  Division  of  Bobbie  Brooks.  And 
a  lot  of  big  companies  are  setting  up  regional 
or  corporate  headquarters  here.  Like  Dow,  3M, 
Eastern  Airlines,  Texaco,  American  Welding 
Society. 

The  reasons  why  they  selected  Miami  are 
in  two  new  booklets,  the  first  a  report  by  the 
Greater  Miami  Chamber  of  Commerce.  (Admit- 
tedly, a  little  biased.)  And  the  second,  a  study  by 
the  Fantus  Company.  (About  as  unbiased  is  it's 
possible  to  be.) 

Attach  this  coupon  to  your  letterhead. 
We'll  send  you  both. 

William  L.  Cohn,  Director 
Office  of  Economic 
Development,  Dept.  F175 
1200  Biscayne  Blvd. 
Miami,  Florida  33132 

Send  me  the  books  on  Greater  Miami.  If  I  like  what  I  see, 
I'll  give  you  a  call  and  you  can  do  a  special  study  on  what 
Miami  has  to  offer  my  company. 

Name _____ 


■  Metropolitan  Dade  County.  Florida 


Title- 


Company. 
Address_ 


City/State/Zip. 
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When  E.E  Hutton  talks,  people  listen. 


The  Forbes  Index 
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Composed  of  the  following 
Production 

•  How  much  are  we  producing''  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
(Dept.  of  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building7  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  or 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  . 
Dept.  ot  Labor  initial  unemployment  claims) 


Market  Comment 


Pessimism  vs.  Value 


By  L  O.  Hooper 


As  we  head  into  a  new  year,  the 
stock  market  is  contending  with  two 
extremes  that  are  sure  to  be  fighting 
one  another  for  months.  One  is  the 
marked  pessimism  caused  by  a  reces- 
sion apparently  deeper  than  expected. 
The  other  is  a  level  of  stock  market 
prices  which,  from  a  longer-pull  stand- 
point, are  as  much  too  low  in  rela- 
tion to  values  as  they  were  too  high  in 
the  late  19v60s  and  the  earlier  1970s. 
In  my  opinion,  there  is  no  question 
but  that  the  stock  market  cycle  is 
moving  closer  to  a  reversal  than  is  the 
business  and  economic  cycle.  That  is 
no  assurance,  however,  that  stocks 
have  hit  bottom.  Over  the  last  ten 
years,  this  generation  has  often  ex- 
perienced absurdities  in  overvalua- 
tion. This  is  the  first  time  it  has  felt 
the  opposite  extreme:  pessimism,  with 
courage  constantly  dampened  by 
fresh  unpleasant  developments.  Mo- 
rale is  impaired  not  only  by  real 
events,  but  by  fears  about  the  sound- 
Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson   &   McKinnon  Auchincloss  Kohlmeyer   Inc. 


ness  of  the  whole  social  structure. 

In  the  stock  market,  extremes  and 
absurdities  provide  opportunities.  In 
the  late  1960s  and  in  the  early  1970s 
there  were  unbelievable  chances  to 
sell  stocks  for  much  more  than  they 
were  worth,  but,  instead  of  selling, 
the  public  bought  with  enthusiasm. 
Now  there  is  an  opportunity  to  buy 
stocks  for  less  than  they  are  worth, 
and  more  people  seem  to  be  selling 
than  buying  them. 

Certainly  no  one  knows  when  the 
averages,  much  less  individual  stocks, 
will  hit  their  exact  lows.  But  a  few 
years  ago  no  one  realized  when  they 
hit  their  exact  highs.  The  people 
fortunate  enough  to  get  out  in  the 
bull  market  almost  always  did  not 
sell  at  the  extreme  tops;  nor  will  many 
people  who  profitably  exploit  the 
present  pessimism  buy  at  the  exact 
bottoms.  We  know  the  stock  market 
is  in  a  period  of  extremes,  but  we 
can't  measure  these  extremes. 

What's  ahead  in  1975?  There  is  not 
any  doubt  that  business  is  about  to 


get  worse,  that  unemployment  is  still 
increasing,  that  corporate  earnings 
are  going  down,  that  the  budget  def- 
icit is  increasing  due  to  higher  spend- 
ing and  a  lower  taxable  income,  that 
there  is  liquidation  of  excessive  in- 
ventories, and  that  the  cost  of  living 
can't  come  down  too  much  until  we 
have  new  and  abundant  food  crops. 
The  chances  are  that  money  will  get 
a  little  cheaper  through  lower  inter- 
est rates,  that  most  commodity  prices 
will  ease  a  little,  that  the  rate  of  in- 
flation will  drop  faster  than  food 
prices,  and  that  the  emphasis  of  both 
banking  policies  and  government  ac- 
tivity will  be  toward  antirecession 
rather  than  anti-inflation.  Most  of  the 
rest  of  the  economic  detail  falls  into 
these  generalities. 

There's  no  longer  any  reasonable 
doubt,  it  seems  to  me  about  the  1975 
atmosphere  in  Washington.  Govern- 
ment is  responding  to  an  overwhelm- 
ing popular  demand  to  "do  some- 
thing" about  the  economy.  Stated 
bluntly,  this  means  more  spending, 
and  lower  taxes  for  people  with  small- 
er incomes  and  higher  taxes  for  peo- 
ple with  bigger  incomes. 

In  the  long  run,  too,  it  means  more 
inflation  rather  than  deflation.  It  is  not 
my  function  to  comment  on  the  right 
or  wrong  of  this,  but  it  is  my  place  to 
point  out  what  it  means.  For  years 
we  have  been  trending  further  and 
further  from  laissez-faire  and  faster 
and  faster  toward  a  welfare  state.  In 
theory,    there    are   many   checks    and 
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balances  in  a  welfare  state,  and  the 
checks  work  toward  economic  recov- 
ery—especially as  soon  as  real  distress 
appears.  The  big  question,  of  course, 
is  whether  the  antidistress  devices  are 
good  enough  and  whether  those  at 
the  controls  are  skillful  enough  to 
make  them  work.  My  guess  is  that 
they  will  work  fairly  well  on  a  medi- 
um-term basis,  in  spite  of  all  the  ( 
clumsiness  and  inexperience  of  fhose 
at  the  controls. 

Emphasis  On  Quality 

So  much  for  the  broad  environ- 
ment. What  about  the  stock  market? 
What  should  be  expected  of  it  in 
1975?  Here  we  must  do  more  guess- 
ing. We  don't  know  whether  the  bear 
market  lows  have  been  registered,  and 
if  they  haven't  it  is  unlikely  that  we 
will  know  when  those  exact  lows 
come.  We  do  know  that  the  market  is 
in  an  area  of  undervaluation  rather 
than  overvaluation,  and  we  do  know 
that  the  impact  of  this  unpleasant 
economic  adjustment  will  be  most  un- 
even from  company  to  company. 
Right  now  I  would  guess  that  some- 
thing like  25%  or  30%  of  all  the  in- 
dividual stocks  have  made  their  bear- 
market  lows  whether  the  Dow  Jones 
industrials  go  lower  or  not. 

I  am  brave  enough  to  suggest  that 
the  DJI  will  be  higher  at  the  end  of 
1975  than  at  the  beginning.  During 
the  year  I  expect  some  wide  and  often 
unsustained  advances  and  declines, 
periods  of  discouragement  and  times 
of  elation.  My  guess  is  that  the  low 
in  the  Dow  won't  be  too  much  lower 
than  the  December  bottom;  but  I  feel 
much  more  certain  that  no  big  bull 
market  will  bless  investors  in  1975. 
Most  people  who  buy  stocks  will  buy 
them  as  income  investments  rather 
than  as  speculations.  The  emphasis  on 
caution  and  quality  will  continue.  On 
strength,  the  pension  funds  and  others 
who  became  so  overinvested  in  so- 
called  one  decision  stocks  probably 
will  ease  out  of  more  than  they  buy. 
I  look  for  more  institutional  emphasis 
on  bonds  and  conventional  stocks.  I 
suspect  that  there  may  be  many  false 
starts  in  speculative  issues,  and  that 
it  will  be  well  for  those  who  realize 
quick  profits  in  them  not  to  look  a 
gift  horse  in  the  mouth— to  take  profits 
instead  of  continuing  to  hope. 

In  establishing  a  new  selectivity 
about  individual  stocks,  one  thing  I 
will  be  watching  is  the  new  balance 
sheets.  This  is  not  a  good  time  to  be 
heavily  in  debt,  either  to  bondhold- 
ers or  to  the  banks.  This  is  a  wonder- 
ful time  for  corporations  to  have  lots 
of  cash  and  limited  receivables.  This 
is  a  good  time  to  have  a  relatively 
small  amount  of  stock  outstanding: 
Too  many  companies  have  too  many 


shares  issued,  thus  giving  very  small 
fractions  of  ownership.  Among  over- 
capitalized companies,  I  would  look 
for  some  reverse  splits  in  1975  and 
1976.  A  few  of  these  stocks  that  sell 
at  $2  to  $6  a  share  are  not  as  bad 
as  they  look.  Many  others  seem 
doomed  to  disappear.  This  is  no  time 
to  prospect  in  the  junkyard— unless 
you  diversify  and  unless  you  are  will- 
ing to  be  patient. 

This  column,  the  reader  no  doubt 
has  noticed,  is  sort  of  an  annual  re- 
view and  forecast.  It  is  not  as  definite 
as  it  was  last  year,  partly  because 
last  year  I  was  much  too  pessimistic 
about  earnings  and  too  optimistic 
about  prices.  That  brings  me  to  a 
point  where  I  can  mention  that 
stocks  declined  most  of  the  time  in 
1974,  while  earnings  were  going  up— 
and  going  up  rapidly  until  the  fourth 
quarter.  I  would  warn  that  stocks,  at 
least  some  stocks  and  the  averages, 
can  go  up  in  1975  even  when  earn- 
ings are  going  down. 

When  the  stock  market  is  perform- 
ing its  traditional  function  of  discount- 
ing the  economy,  it  should  go  up  in 
poor-earnings  years  and  decline  in 
good-earnings  years,  especially  if  the 
good  years  are  peak  years  and  the 
bad  years  are  nadir  years.  Historical- 
ly, the  highest  P/E  years  have  come 
in  bad  years  rather  than  good  years. 

By  declining  from  a  high  1067.20 
intraday  in  the  DJI  only  about  two 
years  ago  to  well  under  600,  the  mar- 
ket has  been  discounting  something 
that  it  should  not  have  to  discount 
again.  The  only  question  is  whether 
it  has  discounted  enough  and  how 
much  it  will  overdiscount  before  it 
anticipates  better  days  ahead. 

Most  assuredly  it  will  begin  to  dis- 
count better  events  well  before  re- 
covery is  fully  visible  to  the  naked 
eyes  of  forecasters  who  depend  e\- 
clusively  on  the  statistical  status  of 
the  economy.  The  stock  market,  soon- 
er or  later,  always  gets  tired  of  mov- 
ing in  one  direction.  It  has  been  fil- 
ing down  fast  for  a  long  time. 

This  is  the  beginning  of  my  56th 
year  writing  about  securities.  I  do  not 
recall  any  time  since  the  beginning 
of  1942  (less  than  a  month  after 
Pearl  Harbor)  when  morale  in  and 
out  of  Wall  Street  has  been  at  such 
a  low  ebb.  My  experience  over  more 
than  two  generation!  is  thai  when 
the  American  public  gets  .is  down  in 
the  mouth  as  this,  usually  there  is  a 
sudden  change  for  the  better. 

Watch  the  DJI  in  January  II  it 
sells  emphatically  higher  in  January 
than  in  December,  thai  is  a  good 
omen  for  several  months  ahead.  II  ii 
sells  substantially  lower  than  the  l)e 
cember  lows,  this  has  often  meant 
lower  prlCOl  ahead.    ■ 
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Announcing  the  second  anniversary  of 

A  Major  Breakthrough  for 
Investors  in  Convertible  Securities 


Two  years  ago,  Value  Line's  method  of  con- 
tinuously ranking  more  than  1550  common 
stocks  for  Probable  Market  Performance  was 
adapted  and  expanded  to  cover  more  than  600 
convertibles  and  warrants. 

The  new  convertible  ranking  system  —  the 
result  of  very  substantial  expenditures  of  time 
and  money  —  was  expressly  designed  to  make 
it  possible  for  the  ordinary  investor  to  use  con- 
vertibles intelligently  in  his  investment 
program. 

How  it  works  with  convertibles 

Four  times  each  month,  The  Value  Line 
Convertible  Survey  systematically  evaluates 
705  convertible  bonds,  convertible  preferreds 
and  warrants.  Each  of  more  than  600  of  these 
securities  is  then  assigned  a  Performance  Rank 
which  summarizes  Value  Line's  assessment  of 
the  performance  prospects  of  each  security 
compared  with  other  securities  of  similar  risk. 
These  Performance  Ranks  are  determined  in  a 
systematic  way  using  Value  Line's  com- 
puterized evaluation  of  the  underlying  stock 
(based  on  factors  such  as  the  latest  reported 
and  estimated  earnings  and  price/earnings 
ratio  compared  to  past  norms  and  to  the 
market  as  a  whole)  plus  our  model  for  valuing 
convertible  securities  (based  on  factors  such  as 
the  volatility  of  the  underlying  stock  and  the 
quality  of  the  company's  fixed  income 
securities).  The  convertibles  that  we  believe 
have  the  most  favorable  performance 
prospects  receive  a  rank  of  1  (Highest)  and 
those  that  we  believe  have  the  least  favorable 
performance  prospects  receive  a  rank  of  5 
(Lowest).  The  complete  scale  is  as  follows: 

1  (Highest)  4  (Below  Average) 

2  (Above  Average)    5  (Lowest) 

3  (Average) 

We  emphasize  that  a  rank  of  1  (Highest) 
doesn't  mean  that  we  necessarily  think  the 
security  will  rise  in  price.  For  these  ranks  are 
designed  to  predict  relative  rather  than  ab- 
solute performance  probabilities.  The  absolute 
performance  depends  heavily  on  the  direction 
of  the  stock  market  and  the  direction  of  in- 
terest rates. 

Moreover,  since  each  convertible  security  is 
being  compared  with  securities  of  similar  risk, 
it's  essential  that  we  have  a  yardstick  to  in- 
dicate how  much  risk  each  security  entails. 
Risk  can  best  be  understood  in  terms  of  the 
variability  of  possible  investment  results.  For 
example,  when  you  put  money  in  a  savings  ac- 
count, you  know  in  advance  what  the  ultimate 
investment  result  will  be.  Hence  there  is  vir- 
tually no  variability  of  possible  outcomes  and 
hence  the  risk  is  virtually  zero.  On  the  other 
hand,  if  you  invest  in  the  typical  New  York 
Stock  Exchange  common  stock,  there  is  a 
great  deal  of  variability  —  you  could  easily 
gain  or  lose  25%  in  a  year's  time. 

Our  measure  of  risk  is  called  Relative 
Volatility  and  we  use  the  risk  or  volatility  of 
the  typical  New  York  Stock  Exchange  com- 
mon stock  as  our  standard  of  comparison. 
Each  week  The  Value  Line  Convertible 
Survey  publishes  a  specific  Relative  Volatility 
figure  for  each  convertible  security  and  for 
each  of  the  underlying  common  stocks.  A 
Relative  Volatility   of  100  means  that  the 


security  is  100%  as  risky  (i.e.,  just  as  volatile) 
as  the  typical  NYSE  common  stock.  A 
Relative  Volatility  of  75  means  that  the  securi- 
ty is  only  three-quarters  as  risky  as  the  typical 
NYSE  common  stock.  The  Relative  Volatility 
of  an  insured  savings  account  is  zero.  As 
further  examples,  AT&T  common  stock  has  a 
Relative  Volatility  of  45  while  LTV  Corp. 
common  stock  has  a  Relative  Volatility  of 
160.  This  says  nothing  about  the  performance 
prospects  of  those  securities,  but  it  says  a  great 
deal  about  the  relative  riskiness. 

Choosing  convertibles  for  your 
particular  objectives 

The  Performance  Ranks  and  Relative 
Volatility  figures  make  it  easy  to  zero  in  on  the 
5  or  10  convertible  securities  that  deserve  your 
serious  consideration: 

1)  You  first  determine  the  degree  of  risk 
that  you  can  intelligently  accept.  Then 
express  your  risk  preferences  in  terms 
of  a  specific  range  of  Relative 
Volatilities.  For  example,  you  might 
decide  to  consider  only  securities  that 
have  between  70%  and  90%  of  the  risk 
of  the  typical  NYSE  common  stock.  In 
other  words,  you  would  only  consider 
securities  with  a  Relative  Volatility  of 
between  70  and  90. 

2)  Once  you've  selected  the  range  of 
Relative  Volatilities  that  corresponds 
to  your  risk  preferences,  you  then  look 
at  all  such  securities  that  have  a  Perfor- 
mance Rank  of  1  (Highest),  since  Value 
Line  expects  these  securities  to  perform 
better  on  average  than  securities  that 

■  are  less  favorably  ranked.  Of  course  not 
every  security  performs  in  accordance 
with  its  rank.  And  no  system  can 
guarantee  a  profit  or  eliminate  the 
possibility  of  losses.  But  during  the  two 
years  since  its  introduction,  the  con- 
vertible ranking  system  has  performed 
well,  both  during  market  upswings  and 
during  market  declines.  Although  no 
one  can  guarantee  future  results,  the 
probabilities  arising  from  two  years  of 
actual  experience  make  us  confident 
that  we  can  help  you  tilt  the  investment 
odds  significantly  in  your  favor. 


Once  you've  narrowed  down  the  choices  by  us- 
ing the  Performance  Rank  and  Relative 
Volatility  yardsticks,  you  can  then  apply  any 
additional  criteria  you  wish  in  making  your 
actual  selections.  For  example,  you  might 
choose  the  issues  with  the  highest  yields  if  you 
wanted  to  maximize  current  income  or  you 
might  choose  the  issues  with  the  lowest  yields 
if  you  were  in  a  high  tax  bracket. 


Judge  for  yourself 

Two  years  ago  we  felt  that  the  combination  of 
the  Performance  Rank  (as  an  indication  of 
relative  performance  prospects)  and  Relative 
Volatility  (as  a  measure  of  risk)  represented  a 
major  breakthrough  for  the  investor  in  con- 
vertibles. We  feel  that  the  two  years  of  actual 
experience  has  demonstrated  that  our  con- 
fidence was  justified.  We  invite  you  to  judge 
for  yourself  the  value  of  our  approach  to  con- 
vertible investing. 


50%  saving  plus  $12  bonus 

Specifically,  we  will  send  you  all  forthcoming 
issues  of  The  Value  Line  Convertible  Survey 
for  the  next  three  months  —  12  issues,  32 
pages  each  —  bringing  you  a  wealth  of  con- 
tinually updated  data  and  evaluations  of  more 
than  700  warrants  and  convertibles  ...  in- 
cluding Performance  Ranks  for  over  600  of 
these  issues. 

This  introductory  trial  subscription  comes 
to  you  for  only  $29  —  a  full  50%  off  the 
regular  rate. 

In  addition,  you  will  receive  —  entirely  as  a 
bonus  —  our  comprehensive,  easy-to-un- 
derstand,  132-page  guide,  More  Profit  and 
Less  Risk  —  Convertible  Securities  and 
Warrants  (sold  separately  for  $12). 

To  accept  inis  invitation  —  to  share  directly 
in  the  potential  rewards  of  the  major  research 
breakthrough  we  have  outlined  for  you  — 
simply  fill  in  and  mail  the  coupon  below 
today. 


SPECIAL  INTRODUCTORY  OFFER!       ^JtfS£nS3,y 
3  months  (12  issues)  of  The  Convertible  Survey  for  only  $29. 

I   understand    I    will   receive   12  complete    NAME 


issues  of  The  Convertible  Survey  during  the 
next  3  months,  and  as  a  bonus,  at  no  extra 
cost,  I  will  also  receive  a  copy  of  "More 
Profit  and  Less  Risk — Convertible 
Securities  and  Warrants".  Check  or  money 
order  for  $29  must  accompany  order. 
□  I  would  prefer  to  subscribe  for  one  full 
year  (48  issues)  for  $225. 

□  Check  or  money      □  Bill  me 

order  enclosed  for  $225  SIGNATURE 

■  This  agreement  will  not  be  assigned  without— ; 
subscriber's  consent.  Foreign  rates  available  Subscription  fees  are  fully  tax-deductible. 
|  on  request.                                                        N-^-  residents  please  add  applicable  sales  tax. 
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Stock  Comments 


Good  News,  Bad  News 


By  Heinz  H.  Biel 


Every  year  around  Christmastime 
some  threescore  of  us  Wall  Street 
sages  meet  for  a  luncheon  party.  It's  a 
tradition.  First  of  all,  we  have  to  cele- 
brate the  fact  that  so  many  of  us  are 
still  around  to  be  there.  But  now  and 
then  we  also  commiserate,  because 
life  in  The  Street  has  changed  a  great 
deal  in  recent  years— and  not  for  the 
better.  Now  we  wonder  what  will 
happen  by  the  time  the  SEC,  Con- 
gress and  the  Department  of  Justice 
are  through  with  us.  Well,  Happy 
New  Year  anyway. 

One  of  the  games  we  play  at  this 
Christmas  luncheon  is  to  predict,  or 
guesstimate,  where  the  DJI  will  be 
at  noon  the  next  time  we  meet  a 
year  hence.  In  the  past  the  simple 
arithmetic  average  of  all  of  our  fore- 
casts came  pretty  close  to  the  actual 
mark.  But  how  wrong  we  were  this 
past  year!  Our  "average"  prediction 
for  1974  was  947.29  for  the  DJI, 
some  357  points  above  the  actual 
figure  for  that  particular  date  and 
hour.  I  was  the  third-worst  "bear" 
last  year,  but  even  with  a  740  prog- 
nosis I  was  still  much  too  high. 

This  year,  having  eaten  a  good 
piece  of  humble  pie  with  our  lunch- 
eon, the  consensus,  i.e.,  the  average 
forecast  of  our  group,  was  some  200 
points  lower  than  a  year  ago,  about 
747  for  the  DJI  by  mid-December 
1975.  I  stuck  to  the  same  740  figure 
of  a  year  ago.  Now  if  you  have  any 
faith  in  our  combined  judgment— it's 
been  pretty  good  in  the  past,  except 
for  1974— that  is  the  good  news. 

Now  for  the  bad  news.  I  have  a 
strong  feeling  that  for  the  most  part 
1975  will  be  a  rather  miserable  year. 
I  visualize:  an  unemployment  rate 
above  8%  before  midyear;  an  inflation 
rate,  i.e.,  the  cost-of-living  index,  not 
significantly  below  a  10%  annual  rate; 
a  federal  budget  deficit  ( 1975-76  fis- 
cal year)  well  above  $20  billion;  a 
decline  in  aftertax  corporate  profits 
of  at  least  25%.  There  is  no  point  in 
expanding  on  this  tale  of  woe.  This 
will  be  a  bad  year  for  business,  but— 
and  that  is  important— the  bottom  of 
this  recession  (or  depression?)  will 
probably  be  seen  before  the  year 
1975  is  finished. 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


Earnings  on  the  thirty  DJI  stocks 
for  the  12  months  to  Sept.  30  were 
close  to  $100.  At  recent  prices,  that's 
a  P/E  of  under  6.  But  I  have  little 
faith  in  "reported"  earnings.  Earnings 
are  what  management  wants  them  to 
be— and  that  can  be  both  up  or  down. 
A  change  from  FIFO  to  LIFO  can 
make  a  huge  difference.  For  exam- 
ple, a  smallish  but  fine  and  prosper- 
ing company,  Maryland  Cup,  on 
which  I  commented  in  this  column 
some  months  ago,  made  this  switch. 
It  reduced  "earnings"  per  share  by 
about  one-third.  I  think  the  manage- 
ment was  right  in  doing  it.  After  all, 
what  is  the  point  in  reporting  mag- 
nificent profits,  with  appropriate 
taxes  payable  in  such  earnings,  if  the 
stock  is  selling  at  the  lowest  price 
since  lord  knows  when.  Personally, 
however,  I  believe  that  the  company 
might  have  used  some  of  the  large 
tax  savings  to  sweeten  its  very  mod- 
est dividend  just  a  wee  bit  to  soften 
the  blow  for  its  shareholders. 

Coming  back  to  earnings  on  the 
DJI.  Being  rather  a  pessimist  on  cor- 
porate profits  for  1975,  and  allowing 
for  all  sorts  of  accounting  changes, 
write-offs,  etc.,  I  would  not  be  sur- 
prised if  1975  earnings  on  the  DJI  fell 
to  about  $60,  give  or  take  $5  either 
way.  On  that  basis,  the  present  P/E 
would  still  be  only  about  10,  and  just 
over  12  if  the  market  should  be  close 
to  my  740  guesstimate  for  a  year 
from  now.  Historically,  that  would 
still  be  very  much  on  the  low  side 
for  bear  market  profits  evaluation. 

The  Oil-Stock  Enigma 

Millions  of  shares  of  the  interna- 
tional oil  companies  are  owned  by  in- 
vestors, either  direcdy  or  indirectly, 
and  these  investors  are  worried,  deep- 
ly worried.  I  am  being  asked  for  ad- 
vice by  my  firm's  clients  and  by 
Forbes  readers.  What  can  I  tell  them? 

Would  you  buy  the  international 
oils,  they  ask?  The  P/  Es  are  incredibly 
low,  and  the  dividend  yields  are  lus- 
cious. No,  I  answer.  Yes,  these  stocks 
are  "cheap,"  whatever  that  means,  but 
they  are  under  a  cloud,  and  there 
seem  to  be  more  anxious  sellers  than 
eager  buyers.  I  don't  think  they'll  act 
well  in  the  marketplace. 

Well    then,    comes    the    response, 


shouldn't  I  sell  the  ones  I  own?  When 
I  answer  that  I  really  don't  think  so, 
I  know  that  there  is  something  wrong 
with  my  logic.  After  all,  if  a  stock  is 
not  a  good  "buy,"  how  can  it  be  a 
good  "hold"?  It's  a  devilish  dilemma, 
and  my  friends  in  the  oil  industry 
have  no  solution  either.  How  do  we 
know,  they  say,  what  is  going  to 
happen  to  us— and  so  it  goes. 

But  now  it  is  not  only  the  huge 
international  oils  dealing  with  OPEC 
which  are  under  a  cloud.  The  Nor- 
wegians, the  British,  as  well  as  our 
neighbors  to  the  north  seem  to  be 
poised  to  take  all  the  joy  and  most 
of  the  profits  out  of  finding  and  pro- 
ducing oil  and  gas.  Why  should  any- 
one take  billion-dollar  gambles  when 
governments  can  change  the  rules  of 
the  game  after  you  have  hit  the  jack- 
pot for  them? 

Yet  even  oil  companies  without  ma- 
jor involvement  in  foreign  countries 
have  bitten  the  dust  in  the  stock  mar- 
ket. Amerada  Hess,  for  example,  re- 
cendy  sold  below  13.  That  is  less  than 
twice  reported  earnings  for  the  past 
12  months.  Even  after  allowing  for 
full  dilution,  the  multiple  is  absurdly 
low.  It  seems  that  at  least  the  Amera- 
da part  of  this  company  is  unduly 
underappraised. 

Occidental  Petroleum,  perhaps  over- 
aggressively  managed  by  its  flamboy- 
ant chairman,  Dr.  Hammer,  has  also 
been  having  a  rough  time  in  the  mar- 
ket. The  company's  potentials,  pre- 
sumably, are  great,  not  only  in  petro- 
leum but  also  in  industrial  chemicals 
and  plastics,  fertilizer,  coal,  etc.  But 
Oxy's  financial  resources  are  strained 
to  the  limit.  You  can't  go  very  far 
with  overambitious  projects  when 
your  debentures  are  rated  a  lowly 
"B."  So  now  comes  wealthy  Standard 
Oil  Co.  of  Indiana,  one  of  the  very 
few  companies  still  enjoying  the  prime 
triple-A  bond  rating,  trying  to  take 
over  Oxy.  Dr.  Hammer,  of  course,  will 
fight  tooth  and  nail  for  his  company's 
independence,  but  many  of  Oxy's  tired 
shareholders  may  rather  take  the  $17 
(or  more)  in  Indiana  stock  than  wait 
for  the  fulfillment  of  unkept  promises. 
For  Indiana  Standard,  it  would  be  a 
great  acquisition,  but  whether  the 
courts  will  permit  it  is  moot. 

There  are,  of  course,  hundreds  <>l 
healthy  and  profitable  companies  m 
any  number  of  industries  whose  pres- 
ent low  stock  market  evaluation  is 
difficult  to  comprehend.  Yet  it  is 
pointless  to  argue  with  the  market. 
As  the  saying  goes,  a  stock  is  not 
worth  more  than  it  is  selling  for.  But 
investors  who  have  stuck  it  out  so 
far  should  not  panic  now.  I  believe 
the  worst  is  over.  Ninety  percent  ol 
this  bear  market  now  lies  behind  us. 
At  least,  I  hope  so.   ■ 


234 


FORBES,   JANUARY    1,    1975 


Stock  Trends 


Goodbye,  Frankenstein 


By  Myron  Simons 


Did  you  ever  wonder  how  Dr.  Frank- 
enstein felt  when  the  creature  he 
carefully  brought  to  life  turned  out  to 
be  a  monster?  Well,  you  can  get  a 
pretty  good  idea  from  observing  the 
reactions  of  the  Administration's  eco- 
nomic planners. 

For  nine  months  now  they  have 
been  laboring  to  knock  out  inflation 
by  stopping  the  economic  boom.  Now 
they've  succeeded  in  slowing  the  econ- 
omy, but  they've  created  a  monster. 
Inflation  is  still  with  us,  but  unem- 
ployment has  accelerated  to  far  be- 
yond acceptable  levels,  and  the  busi- 
ness downturn  threatens  to  become  a 
landslide.  The  worst  miscalculation  of 
all  was  on  the  strength  of  capital 
spending.  It  was  supposed  to  keep 
the  recession  moderate  and  bring  us 
out  of  it  with  reduced  inflation  and 
increased  capacity.  But  it  began  to 
fade  as  soon  as  consumption  slack- 
ened. So,  for  the  first  time  in  years 
there  is  apparently  a  general  agree- 
ment among  economists.  It's  that 
the  Administration's  economic  plan 
should  be  quickly  consigned  to  the 
circular  file. 

President  Ford  shows  no  signs  of 
moving  against  the  present  recession, 
but  it  looks  quite  probable  that  the 
new,  heavily  Democratic  Congress 
will  grab  the  ball  and  run  with  it. 
There  is  no  shortage  of  things  that 
can  be  done.  After  all,  recession-fight- 
ing, unlike  inflation-fighting,  is  a  tried 
and  true  game  in  the  U.S.  And  if  both 
political  parties  begin  to  vie  with 
each  other  to  see  which  can  claim 
credit  for  promoting  economic  growth, 
we  stockholders  can  get  something 
to  cheer  about  at  long  last.  Of  course, 
the  recession  will  deepen  for  some 
months  to  come.  But  it's  typical  that 
when  the  Government  programs  for 
economic  growth,  the  stock  market 
begins  to  go  up  long  before  the  econ- 
omy makes  good. 

Near  A  Bottom 

In  Robert  Stovall's  column  in  the 
last  issue,  he  suggested  that  the  reces- 
sion might  begin  to  bottom  out  in 
September.  The  market  always  leads 
the  end  of  a  recession  by  a  numrje? 
of  months.   His  figures  show  a  lead 

Mr.  Simons  is  director  of  research  at  the  securities 
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time  for  the  stock  market  of  from 
three  to  11  months,  with  a  mean  that 
seems  to  average  out  at  about  six 
months.  That  would  suggest  that  we 
are  still  several  months  from  the  bot- 
tom of  the  market. 

But  I  think  that  a  good  case  can 
be  made  for  believing  that  we  are 
closer  than  that  to  a  bottom.  For  one 
thing,  price/earnings  multiples,  at 
close  to  their  20th-century  lows,  are 
flashing  bargain  signs.  Then,  too,  we 
have  a  market  that  is  dominated  by 
professionals,  and  they  are  apt  to 
provide  a  longer  than  normal  lead 
time  on  the  way  up,  just  as  they  did 
on  the  way  down. 

In  my  opinion,  the  time  schedule 
for  the  new  advance  depends  on  hav- 
ing an  economic  plan  that  appears 
likely  to  work.  Big  money  managers 
are  likely  to  reinvest  their  funds  on 
the  basis  of  a  progressive  economic 
program  rather  than  wait  for  a  more 
traditional  timing  mechanism.  If  I  am 
right,  the  bottom  of  the  market  may 
already  be  in  sight. 

Lots  Of  Cash 

It's  true  that  there  are  a  number 
of  factors  which  make  this  economic 
"cycle  look  a  lot  more  complicated 
than  those  we  have  experienced  in 
the  past.  Mostly  they  are  things  that 
are  beyond  the  control  of  the  U.S. 
Government. 

First,  there's  the  oil  cartel  and  the 
punishingly  high  cost  of  energy.  Sec- 
ond, there's  the  importance  of  the  rest 
of  the  world,  with  a  nasty  combination 
of  inflation  and  some  weak  govern- 
ments in  several  important  countries. 
But  from  the  point  of  view  of  our  stock 
market,  there  is  one  extremely  excit- 
ing factor.  It's  that  the  amount  of 
cash  available  for  investment  has 
never  been  as  large  as  it  is  right  now. 

Liquidity  has  become  a  popular 
word  in  financial  circles.  From  the 
corporate  point  of  view,  it's  true  that 
there  is  a  lack  of  liquidity.  Cash  is 
tighter  than  it  has  been  in  the  past 
and  several  governments  are  in  a  top- 
heavy  debt  position.  But  it's  just  the 
reverse  for  funds  that  are  earmarked 
fop  investment.  First,  there  are  the 
Arabs  who  have  become  a  kind  of  en- 
forced savings  bank  for  the  world.  The 
Arab  oil  producing  states  can't  spend 


what  they  are  getting,  to  the  tune  of 
some  $25  billion  a  year.  Much  of  that 
money  will  be  dedicated  to  fixed-in- 
come securities,  but  some  of  it,  as  well 
as  a  number  of  billions  from  private 
pocketbooks,  is  available  for  invest- 
ment in  the  U.S.  stock  market. 

Second,  there  are  the  pension  funds, 
which,  on  top  of  their  already  heavy 
cash  position,  have  more  money  pour- 
ing in  every  quarter.  Third,  the  mu- 
tual funds  are  in  an  extremely  liquid 
position.  Finally,  there  are  our  public 
investors.  The  stock  market  has  been 
in  a  depression  for  some  time,  but  the 
earning  power  of  our  doctors,  our 
lawyers  and  our  well-paid  individuals 
has  been  at  an  alltime  peak.  Since 
they  haven't  been  investing  heavily, 
they  are  sitting  on  bundles  of  money. 
Usually,  in  a  severe  bear  market,  it's 
hard  to  pin  down  the  money  to  start 
a  new  bull  market.  This  time,  we're 
just  floating  on  investable  cash,  wait- 
ing for  a  buy  signal. 

In  The  Vanguard 

How  can  we  take  advantage  of  this 
exciting  prospect?  Often  the  Govern- 
ment itself  points  the  way.  For  exam- 
ple, it's  hard  to  see  how  it  can  get 
the  economy  going  again  without 
rescuing  the  housing  industry.  There 
are  many  stocks  in  that  field  selling 
at  bargain  levels.  Two  to  look  at  are 
Jim  Walters  (21),  which  has  coal 
earnings  to  ease  it  over  the  hump, 
and  Federal  National  Mortgage,  or 
Fannie  Mae  (17),  which  the  Gov- 
ernment must  use  if  it  is  to  help 
housing. 

In  another  area,  the  Arabs  seem  to 
be  determined  to  build  new  fleets  of 
ships,  and  that  should  benefit  com- 
panies with  shipyards.  Tenneco  (22) 
has  a  number  of  businesses  besides 
its  shipbuilding.  Its  pipelines,  oil  fields 
and  farm  machinery  division  are  all 
attractive.  Incidentally,  it's  drilling  in 
the  Saudi  Arabian  Red  Sea. 

The  stock  market  works  on  such 
fundamentals  as  earnings,  dividends 
and  future  prospects.  It's  quite  logical 
that  it  should  be  at  a  low  point  right 
now,  when  those  fundamentals  all 
seem  to  be  deteriorating  rapidly.  But, 
there's  one  other  factor  about  this  par- 
ticular stock  market.  Its  price  level  in 
relation  to  earnings  is  virtually  at  the 
lowest  point  in  history.  That's  be- 
cause so  much  money  has  been  taken 
out  of  the  market  and  kept  on  the 
sidelines.  It's  been  baffling  and  di- 
sastrous for  stock  prices,  but  it  has  its 
constructive  side.  There's  more  cash 
available  for  the  stock  market  than 
there  has  ever  been,  and  if  history 
means  anything,  the  time  for  this 
money  to  be  put  to  work  is  near  at 
hand.  Maybe  1975  won't  be  such  a 
bad  year  after  all.  ■ 
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Technician's  Perspective 

Money  for  the  Market 


By  John  W.  Schulz 


The  three  preceding  articles  in  this 
space  all  dealt  with  one  central 
theme,  namely,  the  encept  that  the 
bear  market,  which  for  a  majority  of 
stocks  began  more  than  six  years  ago, 
ought  to  be  followed  by  a  base-build- 
ing period  lasting  many  months,  may- 
be well  over  a  year,  with  the  overall 
stock  price  movement  staging  a  se- 
quence of  perhaps  wide  and  volatile 
swings  up  as  well  as  down.  I  hope 
readers  will  put  up  with  yet  another 
piece  on  the  same  subject. 

As  the  first  article  in  this  series 
suggested,  I've  been  thinking  that 
the  base-building  process  probably 
started  when  the  Dow  rebounded 
from  its  Oct.  4,  1974  intraday  low 
near  573.  If  that  low  held,  the  base 
could  unfold,  say,  under  Dow  800,  in 
a  range  having  an  amplitude  of  may- 
be as  much  as  150  to  200  points. 
But  when  you  think  you're  facing  an 
essentially  flat  trading  range,  especial- 
ly one  consisting  of  volatile,  wide  per- 
centage upswings  and  downswings, 
you  have  to  assume  that  at  least  the 
lower  end  of  this  range  is  vulnerable 
to  marginal  violation.  So,  in  the  pres- 
ent situation,  it  seems  necessary  to 
make  allowance  for  a  possible  drop, 
sooner  or  later,  through  Dow  573,  to 
a  potential  "support  zone"  at  500-525, 
indicated  by  the  Dow's  1962  low  and 
its  1956-57  highs.  In  that  event,  too, 
I  would  expect  a  new  base-building 
effort  to  materialize  within  a  trading 
range  up  to  150  to  200  points. 

But,  as  matters  stood  recently,  it 
might  not  make  too  much  difference 
whether  the  Dow  succeeds  in  holding 
at  573  or  drops  into  the  lower  500s. 
One  way  or  the  other,  I  suspect,  most 
stocks  had  registered  their  final  bear- 
market  lows  by  mid-September  1974. 
More  important  from  the  technical 
analyst's  viewpoint,  the  market  has 
become  grossly  oversold  in  the  broad- 
est, most  basic  possible  sense. 

Look  at  these  figures:  Just  two 
years  ago,  when  the  Dow  was  about 
to  post  an  alltime  peak  at  1067,  the 
aggregate  value  of  all  stocks  on  the 
NYSE  was  a  record  $871  billion.  At 
the  same  time,  the  nation's  money 
supply— publicly  held  currency,  de- 
mand   deposits,    plus    time    deposits 
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other  than  large-denomination  cer- 
tificates of  deposit  at  commercial 
banks— amounted  to  $526  billion.  At 
the  end  of  last  September,  just  a  few 
days  before  the  Dow  hit  573,  the 
Big  Board  list's  market  value  had 
dropped  to  $473  billion,  while  the 
money  supply  was  up  to  nearly  $604 
billion.  Large-denomination  CDs,  a 
haven  for  big-money  investors  (in- 
cluding institutions)  seeking  refuge 
from  the  stock  market,  had  grown  to 
over  $88  billion,  from  under  $44  bil- 
lion at  the  end  of  1972. 

Looking  For  A  Base 

Thus,  for  the  first  time  in  at  least  a 
decade,  possibly  in  two,  the  broadly 
defined  money  supply  exceeded  the 
value  of  all  NYSE  listings.  The  shift 
came  very  abrupdy:  Last  June  the 
stock  fist  was  still  worth  over  $628 
billion,  compared  with  a  money  sup- 
ply total  of  almost  $597  billion;  in 
July  the  respective  figures  were  $583 
billion  and  $599  billion;  by  the  end 
of  September,  the  money  supply  ex- 
ceeded Big  Board  stock  values  by  al- 
most 28%.  If  time  deposits  at  non- 
bank  thrift  institutions  are  included, 
the  money  supply  was  $939  billion,  or 
almost  twice  the  value  of  NYSE  is- 
sues. In  December  1972  the  money 
supply  totaled  $822  billion,  as  against 
stock  values  of  $871  billion. 

Here  are  more  numbers  to  ponder: 
According  to  Federal  Reserve  Board 
data,  noninstitutional  investors  at  the 
end  of  1972  owned  some  $87  billion 
worth  of  U.S.  Government  and  agency 
obligations  (other  than  savings 
bonds),  state  and  local  obligations, 
and  commercial  paper.  By  the  end  of 
September  1974,  this  total  may  have 
been  approaching  $130  billion,  equal 
to  more  than  25%  of  NYSE  stock 
values.  Much  of  this,  like  CD  hold- 
ings, presumably  represents  mom  \ 
very  sensitive  to  interest  rates;  a  sig- 
nificant part  of  such  money  might  well 
be  tempted  to  flow  into  deflated  divi- 
dend-paying common  stocks  as  short 
term  interest  rates  continue  to  drop 
(which  I  think  is  likely). 

No  matter  how  I  add  all  this  up, 
it  looks  like  the  stock  market's  strong- 
est technical  position  in  prob;il>l\  ■ 
generation,  strong  enough  to  support 
that  big  new  base  I'm  looking  for.   ■ 
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Let  Value  Line  Help  You  Pinpoint 

STOCKS  WITH  9%  YIELDS  PLUS 
SUPERIOR  RECOVERY  POTENTIAL 


The  opportunities  for  rich  dividend  yields 
available  in  today's  stock  market  may  not  be 
seen  again  in  this  generation.  And  they  may 
not  last  much  longer. 

When  stock  prices  climb,  percentage  yields 
decline.  So,  for  investors  who  want  to  take  ad- 
vantage, time  may  be  crucial.  Here  is  how 
things  stand  now: 

At  their  recent  prices,  332  stocks  of  the 
more  than  1500  under  continuous  review  by 
Value  Line  were  yielding  9%  or  higher — on  the 
basis  of  the  dividend  payments  we  estimate  in 
the  next  12  months;  84  were  yielding  12%  or 
higher.  (The  Value  Line  Investment  Survey 
11/8/74.)  This  is  an  extraordinary  situation. 


Important  Warning 

But  it  could  be  a  sad  mistake  to  rush  into 
stocks  on  the  basis  of  high  yields  alone.  You 
need  to  know  a  lot  more. 

For  instance,  some  high-yielding  stocks 
have  shaky  earnings  and  may  be  hard  pressed 
to  maintain  present  dividend  levels,  let  alone 
increase  them.  Others,  faced  with  huge  capital 
requirements,  may  have  to  retain  a  larger  por- 
tion of  earnings. 

Moreover,  nearly  half  the  332  stocks  yield- 
ing 9%  and  up  are  now  ranked  unfavorably  by 
Value  Line  for  Probable  Market  Perform- 
ance in  the  Next  12  Months,  relative  to  all 
1500  stocks  under  regular  review.  Regardless 
of  their  yields,  these  stocks  should,  we  think, 
be  avoided  for  the  time  being. 

31  "Combination"  Stocks 

Only  31  of  the  332  high-yielding  stocks  are 
also  (a)  ranked  favorably  for  next-12-months 
Probable  Market  Performance  AND  (b) 
ranked  average  or  better  for  long-term  invest- 
ment Safety.  (Value  Line  1 1/8/74.)  The  Value 
Line  Survey  also  shows.  .  . 

•The  current  yields  of  these  31  "com- 
bination" stocks  range  from  9%  to  12.1%. 
The  average  for  all  of  them  is  9.9%. 

•  In  most  cases,  their  dividends  are  well 
"covered"  by  earnings.  On  average,  they 
are  paying  out  less  than  40%  of  net  income 
in  dividends. 

•  Based  on  our  estimates  of  their  future 
dividends,  these  stocks — if  purchased  at 
current .  prices — will  be  yielding  today's 
buyer  an  average  of  13%  within  the  next  3 
to  5  years;  10  of  them,  we  estimate,  will  be 
in  the  14%  to  20%  yield  range. 

•  These  stocks  also  offer  worthwhile  capital 
growth  possibilities.  Our  estimates  of  their 
future  earnings  and  P/E  ratios  indicate  an 
average  Appreciation  Potentiality  in  the 
next  3  to  5  years  of  over  200%. 

For  Exampje . . . 

This  steel  stock,  at  its  recent  price  of  15, 
currently  yields  10.7%  (based  on  estimated 
dividends  of  $1.60  per  share  in  the  next  12 
months).  The  dividend  payout  comes  to  only 
32%  of  estimated  net  income.  Within  3  to  5 
years,  we  project  annual  dividends  around 
$3.00  per  share — for  about  a  20%  yield  against 
the  stock's  recent  price  of  15.  Within  the  same 
period,  we  calculate  the  stock's  Appreciation 
Potentiality  at  more  than  200%.  This  stock  is 


also  ranked  Above  Average  by  Value  Line  for 
year-ahead  Market  Performance  and  Average 
for  Safety  (Value  Line  11/8/74). 

How  The  Ranks  Work 

Every  week  Value  Line  ranks  more  than  1500 
stocks — each  relative  to  all  the  others — for  in- 
vestment Safety  and  for  Probable  Market  Per- 
formance in  the  Next  12  Months.  The  ranks 
range  from  1  (Highest)  down  to  5  (Lowest). 

The  Safety  rank  primarily  reflects  the 
degree  to  which  a  stock  typically  fluctuates 
above  and  below  its  own  long-term  price 
trend.  The  higher  the  rank,  the  greater  the 
price  stability. 

The  rank  for  Probable  Market  Perfor- 
mance segregates  stocks  into  five  groups  as 
follows: 

100  stocks  are  ranked  1  (Highest) 
350  stocks  are  ranked  2  (Above  Average) 
600  stocks  are  ranked  3  (Average) 
350  stocks  are  ranked  4  (Below  Average) 
100  stocks  are  ranked  5  (Lowest) 

The  higher  the  rank,  the  stronger  the 
relative  price  performance  we  expect  in  the 
next  12  months.  While  not  every  stock  will 
always  perform  exactly  in  accord  with  its 
rank,  such  a  large  majority  have  in  the  past 
that  we  believe  no  serious  investor  can  in- 
telligently afford  to  ignore  these  ranks. 

Whatever  else  you  are  looking  for  in 
stocks,  we  recommend  that  you  con- 
centrate on  stocks  which  are  also  rank- 
ed 1  (Highest)  or  2  (Above  Average)  by 
Value  Line  for  Probable  Market  Per- 
formance in  the  Next  12  Months. 

Updated  Every  Week 

Every  week — for  EACH  of  more  than  1500 
stocks — the  Value  Line  Survey  updates.  .  . 

a)  Rank  for  Probable  Market  Performance 
in  the  Next  12  Months; 

b)  Rank  for  investment  Safety; 

c)  Estimated  Yield  in  the  next  12  months; 

d)  Estimated  Appreciation  Potentiality  in 
the  next  3  to  5  years; 

e)  Latest  Price,  earnings,  P/E  and  dividend 
data. 

In  addition,  each  of  the  more  than  1500 
stocks  is  the  subject  of  a  comprehensive  new 
full-page  report  at  least  once  every  three 
months — including  23  series  of  vital  financial 
and  operating  statistics  going  back  10  years 
and  estimated  3  to  5  years  into  the  future. 


All  told,  Value  Line  gives  you  more 
meaningful  data  and  evaluations  on  each  of 
1500  stocks  than  any  other  investment  source 
we  know  of.  And  it's  organized  for  quick  and 
easy  reference.  (With  the  latest  weekly  Value 
Line  Survey,  for  instance,  it  would  take  you 
just  minutes  to  check  which  stocks  currently 
yield  8%  or  9%  or  10%  or  more.) 

Special  $29  Offer 

You  can  now  receive  the  complete  Value  Line 
Investment  Survey  for  the  next  13  weeks  for 
only  $29.  Your  introductory  trial  will  bring 
you  everything  that  goes  to  the  full-term  sub- 
scribers, including  .  .  . 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (24  pages) . . .  showing 
the  current  ratings  of  more  than  1500  stocks 
for  future  relative  Price  Performance  and 
Safety — together  with  their  Estimated  Yields 
and  the  latest  earnings,  dividends  and  P/E 
data. 

EVERY  WEEK  a  new  RATINGS  & 
REPORTS  section  (144  pages) . . .  with 
full-page  analyses  of  about  120  stocks,  during 
the  course  of  every  13  weeks,  new  full-page 
reports  like  this  are  issued  on  every  one  of  the 
more  than  1500  stocks  under  regular  review. 
(It  takes  but  a  minute  a  week  to  file  the  new 
reports  in  your  Value  Line  binder.) 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (4  pages)  . . .  with  a 
detailed  analysis  of  an  Especially 
Recommended  Stock — plus  a  wealth  of  in- 
vestment background  including  the  Value  Line 
Average  of  more  than  1500  stocks. 

PLUS  THIS  BONUS  . . .  Value  Line's  com- 
plete 1800-page  Investors  Reference  Service 
(sold  separately  for  $35),  with  our  latest  full- 
page  reports  on  all  stocks  under  review — fully 
indexed  for  your  immediate  reference.  This 
two-volume  bonus  will  be  shipped  to  you  by 
special  handling. 

Money  Back  Guarantee. 

You  take  no  risk  in  accepting  this  special 
offer.  If  you  are  not  completely  satisfied  with 
the  Value  Line  Survey,  jus.  return  the  material 
you  have  received  within  30  days  for  a  full  re- 
fund of  your  fee. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  coupon  today.  Time  is  important. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44th  STREET  •  NEW  YORK,  NY.  10017 


Yes,  I  would  like  to  try  The  Value  Line  Investment  Survey 
for  the  next  13  weeks  at  the  special  trial  rate  of  $29  .  .  .  and 
understand  that  I  will  also  receive,  as  a  bonus,  the  1800- 
page  Investors  Reference  Service  at  no  additional  cost.  In 
addition,  I  understand  that  if  dissatisfied  for  any  reason,  I 
may  return  the  material  within  thirty  days  and  my  money 
will  be  refunded  without  question. 

This  special  offer  is  limited  to  new  subscriptions  and  is 
available  only  once  to  any  household  every  two  years. 
D  $29  Payment  enclosed  (Trial  subscriptions  must  be  ac- 
companied by  payment). 

Subscription  fees  are  fully  tax-deductible.  Foreign  rales  upon  re- 
quest. No  assignment  of  this  agreement  will  be  made  withoul  sub- 
scriber's consent. 
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DIAMOND 

INTERNATIONAL 

CORPORATION 


93rd  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond 
International  Corporation  on  Decem- 
ber 5,  1974,  declared  a  quarterly 
dividend  of  50e  per  share  on  the 
Common  Stock,  payable  February  1, 
1975,  to  shareowners  of  record  Janu- 
ary 2,  1975.  GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 

Consumer  Products  •  Building 

Materials  &  Home  Supplies 

•  Machinery  Systems 


•  iiiiimiiiiimiiiiiiimiiiiiiiiiiiiiif  Mimim:. 


CONSOLIDATED 

NATURAL  GAS 

COMPANY 

Four  Gateway  Center 
Pittsburgh,  Pa.  15222 

Notice  of 
Increased  Dividend 

THE  BOARD  OF  DIRECTORS  has 

this  day  declared  Dividend  No. 
108,  a  regular  quarterly  divi- 
dend of  Fifty-Four  and  One- 
Half  cents  (541/20)  a  share  on 
the  common  stock  of  the  Com- 
pany, payable  February  15, 
1975,  to  stockholders  of  record 
at  the  close  of  business  January 
IS,    1975. 

This  quarterly  dividend  rep- 
resents an  increase  of  24  a 
share  over  the  previous  rate  of 
52i/20. 

The  new  rate  will  mark  the 
tenth  consecutive  year  of  in- 
creased dividends. 

Robert  R.  Copp,  Secretary 

December  10,  1974 
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JETS 


BID  and  ASK  activity 
on  most  biz-jets  daily 


Omni  s  Trading  Floor 


BE  SURE 


(202)  331-8000 


The  Market  Outlook 


Accent  on  the  Positive 

By  Sidney  B.  Lurie 


Although  there  are  any  number  of 
economic  horror  stories  that  can  be 
drawn,  I  still  feel  that  1975  has  the 
potentials  for  being  a  better  stock 
market  year  than  the  one  just  ended. 
Certainly  the  year-old  recession  is  be- 
ing compounded  by  inventory  liquida- 
tion, but  the  impact  of  this  new  de- 
pressant is  likely  to  be  softened  by 
the  pluses  which  can  be  found  in 
various  industries.  And,  while  we  live 
in  an  interrelated  economic  world, 
it  is  also  a  broader-based  and  health- 
ier world  than  in  the  days  when  it 
was  possible  to  say,  "as  goes  steel,  so 
goes  the  nation." 

My  point  is  that  there  is  a  risk  of 
becoming  emotionally  involved  by  the 
financial-page  headlines  which  can 
be  an  anticlimax  to  the  stock  market. 
The  actuality  of  deteriorating  busi- 
ness and  declining  earnings  can  be  a 
less  important  price  influence  than 
the  anticipation  of  these  things.  And 
there  will  be  areas  which  prove  to  be 
exceptions  to  the  easy  generalizations. 

For  example,  although  the  textile 
industry's  inventory  liquidation  cycle 
may  not  be  completed  until  next 
spring,  the  farm  equipment  industry 
has  the  fortunate  problem  of  restock- 
ing dealer  shelves.  In  a  different  area, 
although  the  drug  industry's  new- 
product  introduction  list,  which  is  the 
key  to  future  sales,  probably  will  re- 
main low,  the  prospect  of  National 
Health  legislation  in  1975  highlights 
the  fact  that  "socialized  medicine" 
has  been  a  sales  stimulus  wherever  it 
has  gone  into  effect. 

The  only  place  interest  rates  and 
commodity  prices  will  go  is  down- 
ward. The  slowing  in  worldwide  de- 
mand has  already  spelled  the  end  of 
the  industrial  commodity  price  boom, 
and  record- high  plantings  in  1975 
should  spell  an  easing  of  the  supply 
pinch  that  made  this  year's  food-price 
headlines.  Both  trends  will  go  far  in 
lifting  today's  gloom  and  in  erasing 
last  year's  pinch  on  corporate  profit 
margins.  The  debate  as  to  whether 
we  will  have  a  V-type  bottom  in  the 
business  trend,  or  a  W-type  bottom, 
or  an  L-type  bottom  is  an  exercise 
in  futility.  The  main  consideration,  to 
me,    is    that    the    natural    corrective 


Mr.    Lurie    is    a    partner    in    the    New    York    Stock 
Exchange  firm  of  Josephthal  &  Co. 


forces  to  past  excesses  are  in  motion, 
and  the  prospect  of  an  upturn  in  the 
second  half  of  1975  remains  valid. 

Stocks  Are  Cheap 

My  accent  on  the  positive  is  with 
full  acceptance  of  the  popular  sce- 
nario that  corporate  earnings  power 
will  decline  in  1975— perhaps  as  much 
as  20%.  But  this  isn't  the  issue  facing 
the  security  buyer:  1)  The  quality  of 
this  year's  earning  power,  its  sustain- 
ability,  presumably  will  be  better 
than  that  of  1974.  2)  With  the  Dow 
industrial  average  selling  for  about 
90%  of  its  book  value  (roughly  the 
lowest  ratio  on  record),  stocks  are 
statistically  cheap.  3)  Not  only  has 
the  market  usually  been  higher  at  the 
end  than  at  the  start  of  a  recession, 
but  stocks  more  often  than  not  be- 
gin to  advance  while  business  is  trend- 
ing downward.  4)  I  believe  that  there 
will  be  exceptions  to  an  overall  earn- 
ings downtrend.  5)  There  are  any 
number  of  signs  which  suggest  a 
change  in  trend  is  in  the  making. 
While  the  economy  may  continue  to 
teeter  on  the  edge  of  a  precipice,  the 
economic  horror  story  potential  is  old 
news  to  the  marketplace  and  pre- 
sumably already  reflected  in  the  price 
structure. 

In  my  opinion,  the  list  of  candi- 
dates for  attention  is  large  rather  than 
small.  It  includes  companies  that  will 
benefit  from  a  new  and  stronger  sup- 
ply/demand situation  than  ever  be- 
fore, such  as  aluminum,  chemical,  pa- 
per and  steel— for  representative  stocks 
can  sell  higher  on  lower  earnings.  It 
includes  natural  resource  companies, 
such  as  coal,  oil  and  timber  pro- 
ducers. Companies  that  can  provide 
the  technology  which  is  the  key  to 
offseting  higher  labor  costs  and  com 
panies  that  will  supply  the  consumers' 
new  spending  and  living  patterns  u  ill 
also  command  interest.  I  believe  a 
shift  is  taking  place  in  portfolio  em- 
phasis. While  we  face  a  different  eo 
vironment,  it  won't  necessarily  be  di- 
sastrous for  the  security  buyer.  At  I 
time  when  yesterday's  optimists  have 
become  today's  pessimists,  I  suspet  I  B 
little  too  much  emphasis  is  being 
placed  on  an  attempt  to  pinpoint  the 
precise  bottom  of  this  Stock  niai 
ket  phase. 
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I  believe  the  investing  emphasis  is 
likely  to  be  on  the  concept  of  "total 
return"  (i.e.,  dividends  plus  earnings 
growth).  This  means  senior  securities 
will  represent  a  larger  portion  of  port- 
folio holdings,  as  will  liberal  divi- 
dend-paying common  stocks.  The  fal- 
lacy of  growth  at  any  price  has  been 
recognized,  which  means  we  will  en- 
joy a  broader  and  healthier  market 
than  in  the  past.  A  new  "Favorite 
Fifty"  list  is  likely  to  develop  in  1975, 
and  it  could  easily  include  some  here- 
tofore unpopular  businesses,  such  as 
utilities  and  savings  &  loan  associa- 
tions and  other  money-rate  sensitive 
areas  of  the  economy.  It  may  contain 
some  surprises,  too,  such  as  the  auto 
industry.  A  better  consumer  mood  will 
spell  increased  acceptance  of  current 
automobile  prices  and  the  current 
sales  rate  is  below  normal  replace- 
ment demand. 

This  also  may  be  a  good  time  to 
consider  the  opportunities  in  lower 
priced  stocks— not  because  of  price, 
but  because  it  is  an  area  which  offers 
more  basic  value  than  at  any  time 
in  recent  years.  While  many  of  the 
representative  companies  may  report 
lower  earnings  in  1975,  the  key  to 
attraction  is  residual  value  plus  long- 
term  prospects.  Another  reason  I  sin- 
gle out  the  single-digit,  stock-price 
,area  for  "bottom  fishing"  is  that  these 
stocks  illustrate  the  stock  market  de- 
flation, which  has  taken  place  in  the 
face  of  double-digit  inflation  in  the 
economy.  I  believe  the  respective  per- 
formance trends  may  be  reversed  in 
the  coming  year. 

The  Profit-Makers 

True,  all  this  doesn't  mean  that  ag- 
gregate corporate  earning  power  will 
increase  in  1975.  But  this  statistic, 
as  I  have  noted  before,  isn't  the  key 
to  the  stock-price  outlook.  For  his- 
tory indicates  that  the  market  usually 
advances  when  earnings  are  still  de- 
clining and  stock  prices  are  as  demon- 
strably cheap  as  they  are  today  on  a 
long-term  basis.  All  in  all,  I  think  a 
change  in  the  existing  "bomb-shelter 
mentality"  is  Very  near  at  hand.  Dif- 
ficult as  1974  has  been,  the  fact  re- 
mains that  a  handful  of  stocks  are 
still  above  their  year-ago  prices,  and 
a  substantial  minority  have  performed 
far  better  than  the  market  as  a 
whole.  There  will  be  exceptions  to 
the  popular  scenario  of  declining  cor- 
porate profits  in  1975.  Among  them 
are  the  banking  industry  (whose  via- 
bility is  synonymous  with  a  healthy 
stock  market),  the  cigarette  industry, 
the  coal  business,  the  fertilizer  busi- 
ness, food  processors  and  packaging 
companies,  the  life  insurance  business, 
domestic  oil  and  natural  gas  distrib- 
utors, producers  and  pipelines.   ■ 


Learn  how  your  investment 
in  our  money  market  trust 
is  now  insured  by  the  FDIC 

The  Federal  Deposit  Insurance  Corporation  has  advised  Fidelity  Daily  Income  Trust  that  each 
shareholder's  beneficial  interest  in  CD's  held  by  the  Trust  is  separately  insured  by  the  FDIC  up  to 
$40,000  in  each  bank  where  Trust  assets  are  invested.  To  learn  more,  send  for  our  prospectus. 


FIDELITY  DAILY  INCOME 
TRUST  OFFERS  TO  INDI- 
VIDUALS, CORPORATION, 
INSTITUTIONS,  AND 
FIDUCIARIES  — 

•  Participation  in  a  diversified 
portfolio  of  FDIC  insured 
certificates  of  deposit, 
U.S.  Government  obliga- 
tions and  other  money 
market  instruments 

o  Net  assets  in  excess  of 
$400,000,000 

•  Income  earned  daily,  7 
days  a  week 

•  Check  writing  privilege 
($500  minimum) 

•  No  charge  for  investment 

•  No  charge  for  withdrawal 


•  No  minimum  investment         For  further  information  please  write 
period  or  call  (8  a.m.  to  8  p.m.)  for  a  free 

•  Minimum  initial  investment     prospectus. 

$500°  Call  (800)  225-6190 

or  call  collect  (617)  726-0650 

Fidelity  Daily  Income  Trust 

35  Congress  Street 

P.O.  Box  832.  Boston.  Mass.  02130  Dept.  FF5101 

Please  send  my  free  FDIT  prospectus. 


Name . 


Telephone 


For  more  complete  information  about  Fidelity  Daily  Income  Trust, 
management  fees  and  other  expenses,  mail  this  coupon  and  we 
will  send  you  our  prospectus.  It  is  important  to  read  the  prospectus 
carefully  before  you  decide  to  invest.  Send  no  money. 


I 
I 
I 
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I 
\ 


Today,  you  can  get  high 
interest  rates  a  lot  of  places.  It's 

Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of  Disadvantage" 
a  free  booklet. 

NEW  INCOME 
FUND,  inc. 

A  fully  managed  No-Load  fund  seeking  the  highest  investment 

income  consistent  with  preservation  of  principal— not 

just  for  today,  but  for  the  future  as  well. 

No  Salos  Charge.  Write  or  call  collect  for  a  prospectus  301  -547-21 36. 

Rowe  Price  New  Income  Fund,  Inc. 
One  Charles  Center 
Baltimore,  Maryland  21201 

,~^  Self-Employed  Retirement  Plan  Available 

Name 


Address. 
City 


.State. 


-Zip. 
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I  hOUgntS . . .  Business  of  Life 


Our  sense  of  humor  used  to 
sustain  us,  but  what  with  one 
thing  and  another, 
it's  been  worn  pretty  thin. 
William  Feather 


Serenity   is    complete    self-abnegation 
and  enormous  understanding. 
Eleanora  Duse 


Something  I  must  do  individual, 
e  to  vindicate  my  nature, 
to  give  proof  I  also  am  a  man! 
Arthur  Clough 


A  man  who  has  committed  a  mistake 

and  doesn't  correct  it 

is  committing  another  mistake. 

Confucius 


When  I  want  to  understand 
what  is  happening  today,  I  try  to 
decide   what   will   happen   tomorrow; 
I  look  back,  a  page  of  history 
is  worth  a  volume  of  logic. 
Oliver  Wendell  Holmes 


Nobody  should  ever  look  anxious 
except  those  who  have  no  anxiety. 
Benjamin  Disraeli 


Never  cut  what  you  can  untie. 
Joseph  Joubert 


While  one  finds  company 

in  himself  and  his  pursuits, 

he  cannot  feel  old, 

no  matter  what  his  years  may  be. 

Amos  Bronson  Alcott 


We  must  never  throw  away 
a  bushel  of  truth  because  it  happens 
to  contain  a  few  grains  of  chaff. 
Dean  Stanley 


The  way  a  man  speaks  lays  bare 
the  texture  of  his  mind,  the 
goodness  of  his  heart,  the 
inner  pain  or  the  sweet  serenity 
that  are   his   companions   in  solitude. 
Harriet  Van  Horne 


Talk  to  those  who  understand,  and 
give  food  to  those  who  are  hungry. 
Chinese  Proverb 


Never  to  have  experienced 
misfortune   is   a  misfortune   in   itself. 
Arnold  Glasow 


/  Resolve 

To  strive  to  contribute  something 

to  the  world,  its  work  and 

the  people  in  it. 

To  spend  and  be  spent 

in  worthy  service. 

To  adhere,  the  best  I  can, 

to  the  Golden  Rule. 

To  philosophize  more, 

recalling  always,  when  things  go  awry, 

"This,  too,  will  pass." 

To  try  always  to  see 

viewpoints  other  than  my  own. 

To  make  humility  and  simplicity 

so  much  a  part  of  myself 

that  1  shall  become  as  a  child, 

as  one  of  those  of  whom 

the  Master  declared, 

"For  of  such  is  the  kingdom  of  heaven." 

B.C.  Forbes 


Commit  the  Golden  Rule  to  memory— 
now  commit  it  to  life. 
Edwin  Markham 


After  27,  the  human  experience 

is  only  a  prolonged  burial  ceremony 

with  all  kinds  of  pathetic 

diversionary  acts. 

William  Saroyan 


Nothing  is  orderly  till  man 
takes  hold  of  it. 
Everything  in  creation 
lies  around  loose. 
Henry  Ward  Beecher 


In  prosperous  times 

I  have  sometimes  felt  my  fancy 

powers  of  language  flag,  but 

adversity  is  to  me 

at  least  a  tonic  and  bracer. 

Walter  Scott 


If  thou  hast  a  bundle  of  thorns 
in  thy  lot,  there  is  no  need 
to  sit  down  on  it. 
Jeremy  Taylor 


In  the  small  town  of  Hannibal, 
Missouri,  when  I  was  a  boy, 
everybody  was  poor,  but  didn't 
know  it;  and  everybody  was 
comfortable  and  did  know  it. 
Mark  Twain 


and 


I 

I 


« 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%.) 


A  Text . . . 


Sent  in  by  J.  Ronald  Black,  Lenexa, 
Kans.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders  of 
texts  used. 


Peace  be  within  thy  wails,  and  pros- 
perity within  thy  palaces. 
Psalm  122:7 
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SZAON 


Cadillac  owners  have  always  been  sticklers  for  value. 

Most  certainly,  people  choose  Cadillac  for  its  styling,  its  elegance  and  its  comfort.  But  another 
important  consideration  is  a  tangible  we  refer  to  as  Total  Cadillac  Value.  The  value  that 
stays  with  your  Cadillac  through  the  years.  Whether  it  is  our  1930  Series  452 -A  Roadster. 
Or  the  Cadillacs  for  '75.  The  proof  is  Cadillac's  resale  value  . .    historically  one  of  the  highest 
of  all  U.S.  cars,  it's  one  reason  why  Cadillac  repeat  ownership  is  traditionally 
the  highest  in  the  industry.  Then  and  Now.  .  .  an  American  Standard  for  the  World. 


CadillacH(&'75 


tl 
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Cadil.ac  Motor  Car  Divl 
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Which  small  business  jet 
has  the  biggest  reach 


out  of  si  10 


on  hot  days? 


runways 


.- 


This  one  does 


11  business  jets  cover  good  distances  under  ideal  conditions.  Long  take-off  runway. 
Cool  day.  Few  passengers. 

But  what  about  those  major  "enemies"  of  range?  Short  runways  and  hot  weather.  What  if 
they  must  be  reckoned  with?  As  often  they  must.  What  then? 

That's  when  the  Falcon  10  really  excels.  Leaves  the  others  far  behind.  How  far  behind? 
The  table  below  shows  a  typical  situation. 

What  about  several  short  hops  in  and  out  of  limited  fields?  The  Falcon  10  handles  them 
with  ease.  And  often  without  having  to  refuel.  Reasons?  Very  advanced  aerodynamic  design.  Ex- 
ceptional ruggedness. 

Other  jets?  Some  just  don't  have  the  power  and  lift  to  take  off  from  short  strips  with  sub- 
stantial fuel  load.  Others  simply  land  too  fast.  And  one,  the  Learjet  35/36,  is  prohibited  from  land- 
ing at  high  gross  weight  — over  14,300  lbs.  — short  runway  or  long.  Taking  off  at  its  maximum  gross 
weight  of  17,000  lbs.,  the  Learjet  35/36  must  fly  800  nautical  miles— burn  off  2  hours  of  fuel  — before 
it  is  light  enough  for  that  first  landing. 

Is  there  more  to  this  new  Falcon  10?  Yes.  The  Falcon  10  is  the  fastest  business  jet.  Holds 
two  world  speed  records.  Yet  uses  remarkably  little  fuel.  And  has  no  peer  for  structural  integrity. 

Results:  You  cut  total  travel  time  significantly.  Make  big  fuel  savings.  Fly  with  utmost  peace 
of  mind.  And,  with  it  all,  gain  a  new  mobility  that  can  truly  help  you  move  ahead  in  your  markets. 


By  far. 


Citation 

Learjet 

Learjet 

Learjet 

Westwind 

Sabre 

Falcon 

500 

• 

24D 

25B 

35/36 

1123 

60 

10 

Max.  Range  Capability: 

•  Nautical  Miles: 

815 

580 

230 

480 

530 

225 

1420 

4000  ft.  Runway,  Sea  Level. 

86°F;  6  Passengers;  Economy 

Cruise;  NBAA  1FR  Reserves. 

1200  Nautical  Mile  Trip 

based  upon  the  conditions 

above: 

•  Fuel  Stop  Required 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

No 

•  Cruise  Speecf 

Max. 

Max. 

Max. 

Max. 

Max. 

Max. 

Normal 

•  Total  Fuel  Burned  (lbs.) 

3710 

5310 

5600 

4300 

6770 

6120 

3800 

•  Total  Time  Required 

4:27 

3:31 

3:39 

3:28 

3:59 

3:39 

2:53 

including  30  minute  refueling 

stop  (if  applicable) 

•  Landing  Distance  (ft. I 

3550 

5250 

5500 

5650 

4100 

4250 

3650 

(FAR  121) 

Assumption  is  made  that  sufficient  runway  is  available  for  aircraft  requiring  more  than  4000  feet  for  second  take-off 


A  new  20-page  brochure  explains  the  reasons  why  the  leading  firms  have  made 
the  Falcon  10  the  most  preferred  small  jet  in  the  skies  today.  To  receive  your 
copy,  just  write  to  Finn  Hedlund.  Vice  President.  Marketing,  at  the  address  below. 
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FALCON  JET 
CORPORATION 

Teterboro  Airport  •  New  Jersey  07608 
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Letting  The  Coins  Out  Of  The  Bag 

Have  you  ever  noticed  how  many  people  resent  being  parted  from  their 
illusions— even  when  the  illusions  are  dangerous  to  them?  Last  Sept.  1, 
when  gold  and  silver  fever  was  raging,  Forbes  took  a  hard  look  at  a 
booming  business  called  the  Pacifip  Coast  Coin  Exchange.  Our  article,  en- 
titled "Who's  Holding  The  Bag,"  came  to  the  very  clear  conclusion  that  it 
was  the  buyers  of  PCCE's  coins  who  were  holding  the  bag— but  not  in 
quite  the  way  they  had  bargained  for.  Apparendy  a  fair  number  of  readers 
were  miffed.  They  wrote  us  letters  asking  why  we  were  against  people 
protecting  themselves  from  inflation  by  investing  in  coins.  We  had  chal- 
lenged their  illusions. 

"Times  like  these," 
we  said,  "bring  out 
the  Louis  Carabinis 
[PCCE's  boss].  Such 
men  lure  the  inexpe- 
rienced into  risky  deals 
they  do  not  under- 
stand." 

Was  anybody  listen- 
ing? Apparently  the  Se- 
curities &  Exchange 
Commission  was.  The 
Commission  last  month 
filed  a  formal  complaint 
against  Carabini  and 
the  Pacific  Coast  Coin 
Exchange,  charging 
fraud  in  the  raising  of  $1  billion  while  deceiving  the  public. 

Our  story  was  written  by  Anthony  Cook,  a  staff  writer  in  our  West 
Coast  bureau.  Ellen  Melton,  our  West  Coast  bureau  chief,  had  been  read- 
ing PCCE's  flamboyant  advertising  copy,  and  her  reportorial  instincts  were 
aroused.  She  asked  Cook  to  look  into  it.  Cook  knows  his  finance.  He  grad- 
uated from  Johns  Hopkins,  attended  the  London  School  of  Economies  anil 
worked  for  a  San  Francisco  brokerage  house  before  joining  Forbes  in 
1973.  It  took  a  lot  of  digging  to  get  the  facts  on  PCCE.  No  one,  it 
seemed,  knew  much  about  the  firm— only  what  it  told  about  itself  in  its 
own  paid  advertisements  in  newspapers  and  magazines.  But  Conk  found 
out  enough  to  warn  our  readers.  SEC  action  soon  followed.  Now  Louis 
Carabini  and  the  PCCE  have  signed  a  temporary  restraining  order,  prom 
ising  to  no  longer  sell  coins  under  the  margin  contract  they  had  been  offd 
ing— thus  dealing  a  body  blow  to  PCCE's  business.  The  publicity  that  to! 
lowed  the  restraining  order  brought  Tony  Cook  some  local  attention;  we 
show  him  here  in  a  TV  appearance  on  station  KCET,  publk  TV  station 
in  Los  Angeles. 

Meanwhile,  we  make  no  apologies  to  those  whose  illusions  we  shattere  I 
with  our  expos^  on  PCCE.  After  all,  better  to  lose  your  illusions  thai)  to 
lose  your  money. 

Forbes'  latest  contribution  to  corporate  lore:  \\  <  ran  an  article  In  out 
Dec.  15  issue  entitled  "Itek-EGBAR."  It  chronicled  the  corporate  failingi 
of  Itek  under  President  Franklin  Lindsay  and  ehided  lands. i\  l.»i  his  EGBAR 
attitude  (translated:  Everything's  Gonna  He  All  Right).  We've  since 
learned  by  the  grapevine  that  after  its  boss  saw  the  article,  at  least  one 
major  American  multinational  corporation  supplied  its  top  manager!  with 
EGBAR  buttons  as  a  caution  against  corporate  oomplaceoc)  We'v*  also 
learned  that  Itek's  board  apparently  agreed  with  oui  article,  md  that 
President  Lindsay  will  soon  be  moving  on  to  other  fields    ■ 
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TO  BE  INTIMIDATED 

OR 
NOT  TO  BE  INTIMIDATED? 

—  THAT  IS  THE  QUESTION 

IF  YOUR  DAY-TO-DAY  ACTIVITY  INCLUDES  DEALING  WITH  BANKS, 
INSURANCE  COMPANIES,  GOVERNMENTAL  REGULATORY  AGENCIES,  OR 
ATTORNEYS,  AMONG  OTHERS . . . 

IF  IT  INCLUDES  NEGOTIATING  DEALS,  WHETHER  SUCH  DEALS  INVOLVE 
THE  ACQUISITION  OF  A  $100  MILLION  COMPANY  OR  THE  PURCHASE  OF 
A  SMALL  BUSINESS;  SECURING  LONG-TERM  FINANCING  FOR  A  MAJOR 
CORPORATION  OR  OBTAINING  A  RELATIVELY  SMALL  BANK  LOAN;  DISPOSAL 
OF  A  LARGE  BLOCK  OF  STOCK  TO  A  BIG  INSTITUTIONAL  CLIENT  OR  THE 
SALE  OF  100  SHARES  TO  AN  INDIVIDUAL  CUSTOMER;  FINALIZING  A  50- 
STORY  OFFICE  BUILDING  TRANSACTION  OR  LEASING  A  NEIGHBORHOOD 
COMMERCIAL  BUILDING... 

WE  STRONGLY  RECOMMEND  THAT  YOU  READ  THIS  BOOK  BEFORE  YOUR 
NEXT  MEETING. 

And  that  includes  the  Chairman  of  the  Board  of  General  Motors.  Had  he  read  WINNING 
THROUGH  INTIMIDATION,  he  would  not  presently  be  in  the  ludicrous  position  of  having 
people  sitting  on  his  Board  whom  he  has  no  need  for,  and  Ralph  Nader  would  probably  be 
running  a  harmless  little  law  practice  in  Duluth,  Minnesota 

Because  of  the  very  fact  that  you  re  a  successful  person,  you  may  not  even  be  aware 
that  you  are.  on  occasion,  being  subtly  intimidated  You  may  only  recognize  the  result:  A 
loan  that  isn  t  granted,  an  acquisition  that  falls  through,  an  insurance  policy  that's  rejected, 
a  real  estate  sale  that  blows  up— in  short,  a  deal  that  doesn't  close! 

WINNING  THROUGH  INTIMIDATION,  an  expensively  illustrated,  beautifully  bound 
238-page  hard-cover  book,  explains— in  terms  candid  enough  to  make  you  wince  at  times— 
what  intimidation  is.  why  you  become  intimidated,  and  how  you  can  avoid  the  mental  lapses 
that  occasionally  cause  even  the  most  successful  people  to  inadvertently,  and  unknowingly. 
become  intimidated 

Intimidation  is  the  common  thread  that  runs  through  every  business  transaction, 
regardless  of  the  sizex)f  the  deal  After  clearing  away  all  of  the  academic  nonsense- 
all  of  the  irrelevant  fat— intimidation  is.  plain  and  simple,  the  crucial  factor  that  decides  the 
outcome  of  most  business  affairs 

CASE  IN  POINT... THE  ATTORNEY:  MASTER  INTIMIDATOR/MASTER  DEAL-KILLER 


Have  you  ever  had  a  deal  blow  up  solely 
because  of  an  attorney9  Kind  of  a  silly  ques- 
tion   isn  t  if?  WINNING  THROUGH  INTIMI- 
DATION explains,  in  vivid  detail   how  to 
handle  this  master  intimidator 

There  is  no  way  that  any  attorney  worth 
his  salt  is  going  to  just  sit  back  and  allow  a 
deal  to  close  without  at  least  putting  up  a 
fight   In  fact,  many  attorneys  subconsciously 
believe  that  their  survival  depends  upon 


their  ability  to  kill  deals  (could  they  be  right?) 

Regardless  of  what  business  you  re  in. 
you  must  face  the  reality  that  attorneys  have 
been.  are.  and   unfortunately,  probably 
always  will  be  a  major  obstacle  in  just  about 
every  significant  business  transaction  that 
takes  place  (unless  the  business  world  as  a 
whole  can  somehow  get  it  through  its  head 
that  a  lawyer  is  nothing  more  than  a  college 
graduate  with  a  special  diploma  granting  him 


the  right  to  openly  practice  intimidation) 
If  you  wish  to  avoid  being  caught  off 
guard,  you  must  develop  specific  techniques- 
like  those  outlined  in  WINNING  THROUGH 
INTIMIDATION  — for  protecting  your  flanks 
from  the  deal-killing  expertise  of  the  other 
side  s  attorney 

so  much  for  the  legal  counselor.  He  is 
just  one  of  the  many  realities  fully  exposed 
for  the  first  time  in  WINNING  THROUGH 
INTIMIDATION. 


Regardless  of  your  business,  there  is 
above  all,  one  reality  that  you  should 
face  up  to  right  now.  "The  results  a 
person  obtains  are  inversely  propor- 
tionate to  the  degree  to  which  he  is 
intimidated.  It's  not  what  you  say  or  do 
that  counts,  but  what  your  posture  is 
when  you  say  or  do  it." 

If  you  heed  the  realities  exposed  in 
WINNING  THROUGH  INTIMIDATION. 
you'll  find  that  there  will  be  fewer 
occasions  when  you'll  be  scratching 
your  head  and  trying  to  figure  out  why 
a  deal  that  was  seemingly  "in  the  bag" 
ended  up  not  closing. 


«I974  LOS  ANGELES  BOOK  PUBLISHERS  CO 


IT  WOULD  BE  A  PRUDENT  MOVE  TO  PLACE  YOUR  ORDER  NOW. 

'         -rrv  i  no  AMnci  cc  Dorw  di  iqi  icupoc  rr\     nQ^t      c    ncm  ' 


TO 


LOS  ANGELES  BOOK  PUBLISHERS  CO 
8930  Sepulveda  Boulevard 
Los  Angeles.  California  90045 


Dept.    6-0602 


Please  rush  me  a  copy  of  the  myth-shattering,  tradition-shaking  238  page 
book,  WINNING  THROUGH  INTIMIDATION.  Enclosed  is  a  check  D  money 
order  □  (please  do  not  send  cash  through  the  mail)  in  the  amount  of  $9.95 
(California  residents  add  6CXt  sales  tax).  30-day  full  refund  privilege,  of  course. 

NAME 

ADDRESS 


CITY 


STATE 


ZIP 


SAVE  NOW  ON 

EXECUTIVE 
LOANS 

$2,500  to  $25,000 

CASH  BY  PHONE  IN  PRIVACY 

As  an  executive  or  professional  person, 
you  save  on  interest  rates  with  Capital 
compared  to  most  other  executive  loan  services. 

On  approval  you  get  more  money,  as  much 
as  $25,000,  as  fast  or  faster  than  you 
could  get  it  locally. 

Loans  are  made  in  complete  privacy. 
There  are  no  personal  interviews,  nor  do  we 
contact  your  friends  or  business  associates. 
Thousands  of  satisfied  customers.  Full 
prepayment  privileges. 

We  lend  fast— get  the  facts  now  — 
without  obligation. 

Call  our  toll-free  "LOAN  LINE" 

(800)854-2754 

From  California  phone  Collect  (714)433-2380 
Or  mail  coupon: 


Name. 


Address. 
City 


.State. 


Zip. 


.Phone. 


Capital 
Financial 

Services 


DEPT.    F,  Suite  208,  1930  S.  Hill  Street 
Oceanside,  Calif.  92054 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•  •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505—623-0507 


Trends  &Tangents 


Business 


Rare  Medium 

What  advertising  medium  is  only 
23  square  inches?  Could  reach  65  mil- 
lion people  annually?  Won't  be  a 
source  of  litter?  And  offers  a  sub- 1 
stitute  for  unsightly  roadside  bill- 
boards? The  answer:  highway  toll 
tickets.  Deciding  to  reoffer  a  service 
attempted  12  years  ago,  the  New 
York  Thruway  Authority  is  again 
peddling  the  blank  space  on  the  back, 
of  its  toll  tickets  to  advertisers,  in 
hopes  that  the  revenues  will  at  least 
pay  ticket  printing  costs.  The  tickets 
must  be  turned  in  as  a  motorist  exits, 
so  no  litter.  But  the  Authority  retains 
the  right  to  reject  ads  it  deems  im- 
proper (e.g.,  alcoholic  beverages). 

Gas  vs.  Income 

When  you  look  at  what's  happened 
to  the  price  of  a  gallon  of  gasoline 
over  the  last  45  years,  it  looks  like  a 
bargain:  Since  1930  the  price  at  the 
pump  has  gone  up  by  just  over  2& 
times,  compared  with  a  6/2-times  in- 
crease in  U.S.  per  capita  income.  But 
the  nearer-term  numbers  tell  a  more 
doleful  tale:  Since  1970  the  cost  of  a 
gallon  of  gas  has  jumped  by  50%, 
while  per  capita  income  edged  up 
only  17%. 


Foreign 


Something  Extra 

The  presumably  unimaginative 
British  have  come  up  with  a  simple 
new  way  to  drum  up  donations  for 
charity:  the  charity  stamp.  Unlike  the 
traditional  Christmas  and  Easter  seals 
sold  here,  this  stamp  is  not  just  a  dec- 
orative mail  sticker.  It's  a  regular  first- 
class  stamp  priced  at  1&  pence— about 
3&  U.S.  cents— more  than  the  normal 
4M-pence  rate,  with  the  surplus  going 
to  the  National  Council  for  Social  Ser- 
vices for  charitable  use. 

New  Network? 

Some  aspects  of  history  do  seem  to 
repeat  themselves.  Two  thousand 
years  ago,  the  Roman  road  network 
connected  the  Empire's  center  to  its 
outlying  provinces.  Today,  the  Ital- 
ians and  Algerians  are  forging  a 
2,500-kilometer  natural-gas  transmis- 
sion line  wedding  the  gas  fields  of  the 
Sahara  to  the  industrial  centers  of 
Italy.  The  Italians  are  building  and 
laying  nearly  1,000  miles  of  the  conti- 
nent-connecting system,  and  in  the 
progress  are  pioneering  pipeline  tech- 
nology.  Recently,   for  example,   they 


joined  the  seacoasts  of  Italy's  Ca- 
labria province  and  Sicily  by  laying 
some  10  miles  of  steel  and  concrete 
pipe  beneath  the  mouth  of  the  Mes- 
sina Strait,  at  a  record  depth  of  1,000 
feet.  Next  major  hurdle:  crossing  100 
miles  of  the  Mediterranean  between 
Tunisia  and  Sicily,  where  depths  run 
to  1,640  feet.  The  pipeline  is  of  no 
minor  significance.  Italy  expects  that 
by  1980  natural  gas  will  supply  13% 
of  its  energy  requirements. 

World  Trust 

If  there's  any  good  news  in  the  cur- 
rent oil  troubles,  it  may  be  this:  The 
producers'  future  prosperity  rests 
upon  that  of  the  consumers.  So  found 
a  recent  seminar  report  of  the  Center 
for  Mediterranean  Studies,  a  Rome- 
based  offspring  of  the  American  Uni- 
versities Field  Staff.  Sifting  and  sort- 
ing the  views  of  28  diplomats,  indus- 
trialists and  academics  from  11  coun- 
tries, the  Center's  report  raises  some 
possible  solutions  for  the  petrodollar 
recycling  problems.  Among  them:  De- 
veloped consumer  economies  could 
raise  needed  capital  by  creating  a 
world  trust,  which  would  purchase 
chunks  of  equity  around  the  world. 
The  oil  producers  could  channel  their 
gushing  surpluses  into  the  trust,  both 
securing  a  long-run  return  and  insur- 
ing the  viability  of  their  consumers.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  O  1  year  $15.00 
□  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


f    AH.U, 
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The  Gr 
Ostrich  Market 


of  1975: 

Burying  your  head  in  the  sand  is  no  way  to  see  the 
market  as  it  really  is— and  make  decisions.  No  way  to 
get  the  information  and  insights  you  need  to  hold 
your  own  and  get  ahead. 

If  you're  interested  in  facing  today's  financial 
reality  and  making  the  most  of  it— try  burying  your 
head  in  Barron's. 

Why?  Because  Barron's  provides  the  market 
information  and  understanding  and  objectivity  that 
that  can  help  you  make  up  your  own  mind  about 
managing  and  investing  your  own  money. 

Week  in  and  week  out,  Barron's  staff  works 
diligently  and  exhaustively  to  pinpoint  the  elements 
that  affect  business  in  general.  To  identify  the  forces 
that  affect  the  stock,  bond,  commodity  and  money 
markets— indeed  the  full  range  of  investment 
opportunity. 

In  case  after  case,  you'll  find  that  Barron's  is 
days,  weeks,  even  months  ahead  of  other  news 
sources.  In  every  issue,  we  alert  our  readers  to  early 
investment  situations— very  often  in  advance  of 
their  full  emergence.  And,  just  as  often,  we  sound 
early  warning  signals  about  investments  that  may  be 
about  to  fade  in  potential. 

And  we  pull  no  punches. 

Barron's  is  written  for  the  person  who  wants  to 
manage  hjs  own  money— who  takes  direct  responsi- 
bility for  his  investment  decisions.  Not  only  do  we 
cover  Wall  Street,  but  we  take  a  hard,  clear-eyed 
look  at  Washington  and  the  world.  We  focus  on  the 
investment  implications  in  events  that  may  seem,  on 
casual  examination,  to  have  little  to  do  with  invest- 
ments. But  we  do  not  examine  casually.  The  aware 
individual  will  see  important  and  significant  mean- 
ings that  could  make  the  difference  between  invest- 


Barron's  gives  you  the  facts, 
figures,  insights  you  need 
to  face  investment  reality. 

ment  success  and  failure.  We  firmly  believe  you'll 
find  Barron's  an  exciting  and  lively  publication  to 
read.  What's  more,  we're  sure  you'll  find  it  an  eye- 
opening  experience  in  terms  of  finding  new  ways, 
better  ways,  sensible  ways  to  keep  your  money 
in  action. 

Barron's  covers  a  wide  range  of  situations. 
Today,  there  are  dozens  of  ways  to  put  your  capital  to 
work.  No  longer  is  your  choice  limited  to  stocks, 
bonds,  savings  banks  or  real  estate.  Now  there  are 
other  possibilities:  commodities,  short-term  notes 
and  funds,  foreign  investments— and  many  more. 
So,  if  you're  confused  or  skeptical  about  your  future 
as  an  investor,  we  say:  Read  Barron's  every  week, 
week  in  and  week  out.  We  promise  you'll  find  stories 
and  articles  in  Barron's  that  can  give  you  the  confi- 
dence to  face  the  market  and  make  the  decisions  you 
have  to  make— in  any  economic  climate. 

To  subscribe,  use  the  handy  order  form  attached 
to  this  page.  If  it  has  been  detached,  you  may  order 
by  writing  Barron's,  200  Burnett  Road,  Chicopee, 
Mass.  01021. 

Please  indicate  whether  you  wish  to  receive  13 
weeks  of  Barron's  for  only  $5.75  or  a  full  year  for 
$23.00.  As  a  bonus  for  acting  now,  we'll  also  send 
you  our  valuable  brochure,  "10  Rules  for  Investors!' 

You  never  needed  Barron's  more  than  now. 


Barron's 


The  Dow  Jones  Weekly  Magazine  for  Investors 

200  Burnett  Road,  Chicopee,  Mass.  01021 


The  emblem  stamped  on 

this  one  oz.  gold  ingot 

symbolizes  over  a  century 

of  experience  in  gold. 


Gold.  A  word  of  caution  from 
the  nation's  largest  gold  dealer. 


Every  American  may  now  buy  gold. 
But  this  does  not  mean  that  every 
American  should  buy  gold.  Far  from  it. 
Gold,  for  all  its  glamour  and 
mystique,  must  be  regarded  as  any 
other  risk  investment.  It  is  subject  to 
market  fluctuations,  and  there  is  no 
assurance  that  its  price  will  not  fall 
below  the  price  you  pay.  No  one 
knows  this  better  than  Republic  Na- 
tional Bank  of  New  York,  the  largest 
and  most  experienced  gold  dealer  in 
the  United  States. 

Should  you  buy  gold?  First,  ask 
yourself  can  you  afford  to  risk  money 
investing  in  gold?  If  the  answer  is 
"no",  read  no  further. 

Everybody  agrees  on  this.  But 
even  the  experts  divide  on  most  other 
points.  Some  believe  the  economy  is 
basically  sound,  that  inflation  will  sub- 
side, that  the  stock  market  will  re- 
bound. If  you  share  their  views  you 
probably  should  not  invest  in  gold. 

If,  on  the  other  hand,  you  think 
inflation  will  continue  or  accelerate, 
that  paper  currencies  will  erode,  that 


stocks  are  presently  uninviting,  and 
you  have  sufficient  capital  (not  sav- 
ings) to  put  into  gold,  you  could  be  a 
prospective  buyer.  But  this  is  up  to 
you  to  decide. 

Remember,  too,  that  totally  un- 
predictable social,  political  and  eco- 
nomic events  can  dramatically  affect 
the  price  of  gold. 

How  much  should  you  buy — 
and  from  whom?  Even  if  you  decide 
to  buy  gold,  we  at  Republic  feel  you 
should  limit  your  purchases  to  a 
modest  percentage  of  your  total  re- 
sources. You  should  also  make  sure 
your  gold  is  absolutely  genuine. 

Your  source  of  supply,  of  course, 
should  be  of  unquestioned  integrity, 
financially  unassailable  and  prefer- 
ably an  institution  you  know  or  have 
dealt  with.  Someone  you  trust. 

Equally  important  is  the  gold 
knowledge  and  experience  of  your 
supplier.  Here  we  think  Republic  Na- 
tional Bank  of  New  York  deserves 
your  serious  consideration. 

In  gold,  we  are  the  leading  bank 


in  the  United  States.  We  market  gold 
nationwide.  In  fact,  we  have  a  Golc 
Program  supplying  established  insti- 
tutions throughout  the  country.  Youi 
bank  may  be  one  of  them. 

We  and  our  affiliates  are  unique 
in  maintaining  gold  trading  desks  in 
London,  Geneva.  Beirut  and  New 
York.  We  deal  in  gold  around  thd 
clock.  Our  experience,  as  part  of  a| 
worldwide  banking  network,  goesl 
back  many  generations.  More  thanj 
a  century,  in  fact. 

We  are  also  the  only  bank  in  the 
U.S.  acting  as  official  distributor  for 
the  gold  coins  of  three  different  gov- 
ernments. Hungary.  Mexico.  And; 
South  Africa,  the  largest  producer  of| 
gold  in  the  world. 

How  to  learn  more.  Before  you 
buy  gold  find  out  all  you  can.  Don't 
rush  into  the  gold  rush.  If  you  havej 
questions  write,  or  call  (212)  695-' 
761 0.  We'll  try  to  give  you  the  answers. 

By  this  time  we've  learned  nearly 
all  of  them  —  except  whether  it  will  go! 
up  or  down. 


Republic  National  Bank  of  New  York 

452  Fifth  Avenue  (at  40th  Street),  New  York,  New  York  10018      Member  Federal  Reserve  System/Member  Federal  Deposit  Insur.u 


Readers  Say 


Quite  A  Contrast 

Sir:  Re  your  article  about  "Nippon 
Psyches  Up  To  Fight  Back"  (Dec. 
15).  Their  methods  and  attitudes  are 
in  such  sharp  contrast  with  those  in 
the  U.S.  that  you  wonder  what  it  is 
going  to  take  to  wake  up  government 
officials,  union  officials,  management 
and  the  labor  force  in  this  country. 

—Albert  Martin 
Miami  Beach,  Fla. 

"Fair  Trade"  Is  Fair 

Sir:  That  fair  trade  article  in 
Forbes  (Dec.  1)  is  as  distasteful  as 
nudism  in  church.  Fair  trading  has  al- 
ways been  a  vehicle  to  protect  the 
consumer.  If  a  retailer  can  gain  enough 
profit  from  selling  his  merchandise, 
he  can  certainly  then  give  the  con- 
sumer protection  on  warranty  claims 
service,  etc.  You  cannot  afford  to 
make  a  $10  gross  profit  on  big  ticket 
items  and  offer  your  customers  a  com- 
plaint bureau  or  service  bureau  or 
delivery  service  or  anything  else. 

—George  T.  Hobby 
East  Hanover,  N.J. 

Sir:  Your  article  on  fair  trade 
sides  only  with  the  most  destructive 
trade  elements  in  retailing.  These 
are  the  people  who  destroy  a  prod- 
uct through  advertising  cutthroat 
prices  to  bait  people  into  their  stores, 
where,  instead  of  selling  the  ad- 
vertised products,  they  use  high- 
pressure  salesmanship  to  switch  the 
prospect  to  an  inferior  product  on 
which  they  make  exorbitant  profits.  I 
know  there  are  laws  in  many  states 
which  prohibit  "bait"  advertising,  but 
they  are  impossible  to  enforce. 

—George  R.  Darche 
Whippany,  N.J. 

Sir:  If  a  manufacturer  wants  to 
set  up  a  distribution  policy  that  sets 
retail  prices,  what  will  it  matter?  If 
he  builds  in  an  unreasonable  profit, 
he  leaves  himself  wide  open  to  com- 
petition to^'match  his  quality  and  beat 
his  price  and  take  away  business. 
Missouri  is  not  a  fair  trade  state. 

—Richard  F.  Baalmann 

President, 

Ace  Hardware  Center 

St.  Louis,  Mo. 

No  Crisis     * 

Sir:  Re  the  article  on  Ramada  Inns 
("His  Own  Crisis,"  Dec.  15).  The 
supposed  conditions  of  the  crisis  are 
sales  of  $187  million,  $244  million  in 
long-term  debt,  etc.  .  .  .  [but]  includ- 
ed in  the  long-term  debt  figures 
(Continued  on  page  66) 


The  most  incredibly  authentic  car  model 
kit  by  Pocher  d'ltalia  reproduces  in 
exact  1/8  scale  the  classic  Rolls  Royce 
Phantom  II  Sedanca  Coupe.  261/2"  long. 
You  build  it  with  nuts,  bolts  and  screws. 
No  painting,  no  special  tools  needed. 
Doors,  hood  and  trunk  open.  Steering, 
crankshaft,  connecting  rods,  gears,  fan, 
generator  operate.  Windows  open.  Head- 
lights turn  on.  2,199  separate  parts  of 
brass,  stainless  steel ,  copper,  rubber  and 
high  impact  plastic.  For  complete  details 


on  this  and  3other  classic  car  kits  from 
$100,  send  for  free  full-color  brochure. 


Deluxe  Classics,  Dept  FBI 

5900  Wilshire  Boulevard,  Suite  2760 

Los  Angeles,  California  90036 

Please  send  me  your  free  full-color  brochure. 

Name:  

Address: 

City:  

State/Zip: 


Try  telling 
tough  decisions 
to  go  away 
during  economic 
downturns. 


Dr.  Howard  Raiffa,  Professor 
of  Managerial  Economics. 
Harvard  Business  School. 


When  to  order?  How  far  to  cut  back? 
Whether  to  raise  prices? 

Dr.  Raiffa's  course,  Analysis  for  De- 
cision Making,  helps  you  come  to  grips 
with  economic  uncertainty.  At  a  time 
when  every  decision  counts  that  much 
more. 

Illustrated  books— coordinated  with 
audio  cassettes  —  show  you  how  to  lay 
out  problems  in  the  form  of  "decision 
trees."   You  learn  to  make  difficult 


choices  in  easy  stages. 

And  Analysis  for  Decision  Making 
is  self-instructional.  So  it  offers  you 
executive-level  training  without  need- 
less expense. 

No  travel  charges.  No  hotel  bills.  No 
time  away  from  the  office. 

These  days,  can  you  really  afford 
not  to  give  your  highest  priority  to  im- 
proved decision  making? 

Write  for  full  details. 


analysis  for 
j||v  decision 
v"~    making 

Encyclopaedia  Britannica 
Educational  Corporation 
Management  Education  Dept  1C 
425  North  Michigan  Avenue, 
Chicago,  Illinois  60611 


Please  send  me  further  information  on  Analysis  for  Decision  Making. 
Name 


Title 

Organization^ 
Address 


City_ 


_State_ 


_Zip_ 
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Again 

Mercedes-Benz  quietly  astonishes 

the  engineering  world. 

Announcing 

the  new  Mercedes-Benz  300D. 

The  world's  only  5-cylinder 

automobile. 


1  5 

Internal  workings  of  the  new  300D,  the  world's  only  5-cylinder  automobile. 


Raising  the  eyebrows  of  the 
engineering  world  is  not  new 
to  Mercedes-Benz.  We  did  it 
when  we  invented  the  automo- 
bile in  1886.  We  did  it  when  we 
introduced  the  world's  first  pro- 
duction Diesel  passenger  car  in 
1936.  Now,  with  the  introduc- 
tion of  a  5-cylinder  automobile 
—  the  new  300D  —  we've  done 
it  again. 

The  5-cylinder  300D  clearly  flies 
in  the  face  of  engineering  con- 
vention. It  establishes  a  whole  new 
category  of  Diesel— a  whole  new 
category  of  automobile. 

Why  a  5-cylinder? 

Mercedes-Benz  wanted  to  make  a 
performance  Diesel.  A  new  car  that 
had  much  greater  horsepower  and 
torque,  but  did  not  sacrifice  the 


Countrywide,  Diesel  fuel  averages  about 

3$  less  than  gasoline.  So  the  new  300D  goes 

mote  miles  on  cheaper  gallons. 

economy  and  reliability  of  previous 
Mercedes-Benz  Diesels. 

Nearly  four  decades  of  Diesel 
experience  told  the  Mercedes-Benz 
engineers  that  a  major  power  in- 


crease would  have  to  come  from  an 
entirely  different  engine.  Not  one 
with  bigger  cylinders— one  with 
more  cylinders. 

If  engineering  convention  were 
to  be  served,  the  next  step  up  from 
our  standard  4-cylinder  Diesel 
should  have  been  a  6-cylinder  en- 
gine. But  because  of  the  strength 
necessities  particular  to  all  Diesels, 


most   advanced  Diesel  passenger 
car  the  world  has  ever  seen. 

24  mpg  in  town, 
31  on  the  highway 

Increased  performance  does  not 
mean  decreased  economy.  Accord- 
ing to  the  most  recent  Federal  E.P.A. 
test  report,  the  new  300D  can  get 
up  to  24  miles  in  city  driving,  and 
up  to  31  miles  per  gallon  on  the 
open  highway.  And  since  Diesel 
fuel  is  usually  cheaper  than  gasoline, 
the  300D  goes  more  miles  on 
cheaper  gallons. 

Performance,  economy,  luxury 

While  the  new  300D  acts  like  an 
economy  car,  it  doesn't  look  or  feel 
like  one.  In  every  major  appoint- 
ment, it  is  equal  to  the  Mercedes- 
Benz  280.  It  blends  performance 
and  economy  in  a  luxury  package. 

A  final  thought.  No  manufac- 
turer anywhere  in  the  world  has  a 
greater   safety   involvement  than 
Mercedes-Benz.  Evidence  of  the  dec- 


Safety  first.  A  rigid,  steel  safety  cell  encloses  the  entire  passenger  compartment. 


it  follows  that  a  6-cylinder  Diesel 
would  have  to  be  substantially 
larger  and  heavier  than  a  4-cylinder. 
The  Mercedes-Benz  solution 
was  characteristically  unconven- 
tional: A  5-cylinder  Diesel  engine. 

The  most  advanced  Diesel 

Even  for  the  Mercedes-Benz  engi- 
neers, the  5-cylinder  Diesel  engine 
was  quite  a  challenge.  But  their  ef- 
forts were  worthwhile.  They  made 
it  work. 

The  new  engine'ssize  wassetat3 
liters.  Torque  was  raised  nearly  20%. 
Horsepower  was  up  a  full  25%  over 
any  previous  Mercedes-Benz  Diesel. 
The  result  is  the  new  300D,  the 


ades  of  Mercedes-Benz  safety  engi- 
neering is  everywhere  in  the  300 
Diesel.  Before  the  300D,  nobody 
had  heard  of  a  5-cylinder  Diesel 
car,  much  les6  seen  one.  So,  it's 
only  natural  that  the  300D  should 
cause  some  very  educated,  engineer- 
ing heads  to  be  scratched.  But  now 
you  can  examine  one,  sit  in  one, 
drive  one.  It's  waiting 
for  you.  Arrange  a  test 
drive  with  your  local 
Mercedes-Benz  dealer. 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 

©Mercedes-Benz,  i974 


In  a  decade 

of  increasingly 

successful  years, 

1974  was  Tesoro's 

most  successful. 


FISCAL  YEAR  ENDED  9/30 

1974 

1973 

1972 

1971 

1970 

1969 

1968 

1967 

1966* 

1965* 

Gross  Income  (millions) 

$534.5 

269.3 

210.3 

163.5 

128.9 

122.0 

103.4 

82.8 

18.2 

6.8 

Net  Earnings  (millions) 

$  60.9 

19.9 

13.0 

7.7 

6.0 

4.9 

3.1 

2.6 

.2 

.1 

Net  Earnings  Per  Share 

Primary 

$    5.76 

1.90 

1.32 

1.03 

.82 

.68 

.46 

.37 

.02 

.01 

Fully  Diluted 

$    5.13 

1.78 

1.27 

1.00 

.82 

.68 

.46 

.37 

.02 

.01 

Total  Assets  (millions) 

$351.0 

216.0 

156.6 

119.3 

95.0 

74.6 

46.8 

40.6 

21.7 

9.7 

*Not  restated  for  poolings  of  interests  in 

subsequent  years. 

The  table  shows  the  production  in  both  oil  and 

growth  highlights  of  coal— plans  which  Tesoro  is 

America's  fastest-growing  confident  will  make  its  second 

energy  company  during  its  decade  of  growth  every  bit  as 

first  decade.  Tesoro's  1974  dynamic  as  its  first, 
annual  report  details  the  To  receive  a  copy  of 

story  and  the  reasons  for  its  Tesoro's  1974  annual  report, 

extraordinary  growth.  please  write:  Robert  V. 

It  also  tells  of  Tesoro's  West,  Jr. ,  Chairman  of  the    . 

plans  for  the  next  year  Board  and  Chief  Executive 

and  the  next  decade,  Officer,  Tesoro  Petroleum 

including  Tesoro's  signif-  Corporation,  8700  Tesoro 

icant  commitment  to  Drive,  San  Antonio,  Texas 

American  exploration  and  78286.  Or  call:  (512)  828-8484. 


TESORO  PETROLEUM  CORPORATION 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


FROM  BLEAK  TO  BLACK— OR  BRIGHT? 


Steady,  heavy  increases  in  unemployment;  consumer 
confidence  indexes  at  their  lowest  and  still  declining.  By 
classic  economic  theory,  each  seeds  the  other  and  the 
downward  spiral  goes  down  faster  n'  faster. 

But  that  ain't  going  to  be  necessarily  so. 

Remember,  when  unemployment  is  at  8%,  there  are  92% 
that   are   working,   and  mostly   at   the   highest   pay   ever. 


And,  prices  that  aren't  going  down  are  no  longer  going 
up.  And  whether  it's  clothing  or  cars,  prices  are  being 
cut  to  move  'em,  even  at  a  loss.  Scarcity  in  many  things 
is  rapidly  becoming  surplus.  Inflation  is  slowed.  Consumer 
confidence  can,  will  return  as  swiftly  as  it  vanished,  and 
it's  the  consumer's  buck  that  accounts  for  two-thirds  of 
the  nation's  spending. 


KICKING  AT&T  IN  DE   BUTT 


We  should  all  be  glad  that  CEO  John  deButts  is  a 
sturdy  fellow.  He  isn't  about  to  let  the  world's  most  efficient 
corporate  giant  be  up-ended  by  this  ill-conceived,  ill-timed, 
ill-taken,  s-ill-y  effort  to  make  the  Ford  Administration  look 
as  though  it's  not  a  handmaiden  to  Big  Business. 

When  AT&T  goes  to  the  money  market  to  raise  the  in- 
credible sums  it  needs  to  meet  America's  communications 
needs,  this  Government  suit  shouldn't,  if  one  thinks  about 
it,  even  hurt  much.  If  the  antitrust  suit  were  to  be  suc- 


cessful, stockholders  would  probably  get  far  more  for 
the  parts  than  the  present  whole.  The  mating  of  $multi- 
millions  in  Bell  Lab  research  with  Western  Electric  pro- 
ductivity and  AT&T's  superb  total  service  has  contributed 
vastly  to  making  U.S.  telephone  and  communications  ser- 
vices far  and  away  the  world's  best. 

Mebbe  the  Administration's  Justice  Department  should 
turn  its  attention  to,  say,  less  efficient  monopolies— like  the 
Post  Office  System,  f'r  instance. 


NOW  THAT  THE   UN  ASSEMBLY    IS  CONTROLLED   BY  THE  OIL  ARABS 

isn't  it  time  they,  rather  than  the  U.S.,  pick  up  25%  of  the  UN  tab? 

EVERY   DAY   FORD   DELAYS 


the  gasoline  tax— if  his  Administration  has  an  interest  in 
raising  revenue  to  meet  the  additional  billions  needed  for 
aid  to  the  unemployed— our  country  owes  the  Arabs  $70 
million  more.  If  no  tax,  then  at  least  ration  the  stuff. 

I   GET  A   KICK 

It  is  indeed  miraculous  stuff. 

For  years,  at  the  official  price,  our  Fort  Knox  pile  has 
been  worth  $11.5  billion.  Valery  Giscard  d'Estaing  (that's 
the  leader  of  France)  meets  with  Gerald  R.  Ford  (in 
title,  the  leader  of  the  United  States)  and  Presto!  France's 
gold  reserve  more  than  quadruples  in  value:  From  $4.2 
billion,  this  golden  Mattress  Stuffing  is  declared  to  be 
worth  $18  billion;  ours  worth  $49.2  billion.  All  by  a  com- 
munique "recognizing"  the  current  market  value  of  an 
ounce  of  gold. 

But  if  these  Biggies  think  that  was  so  smart,  they 
should  really  be  smart— 


With  just  this  one  day's  worth  of  unessential  "dollars  for 
the  Arabs,"  they  can  buy,  say,  Cerro  or  SCM  or  LTV  or 
Allis-Chalmers  or  National  Can  or  both  United  Brands 
and  Avco. 

OUT  OF  GOLD 

If,  instead  of  our  Treasury  offering  to  sell  2  million 
ounces  in  January,  it  offered  to  buy  2  million  or  5  million  or 
10  million  ounces,  the  "current  market  value"  of  this  Glit- 
tering Sterile  Stuff  would  probably  double  in  price.  Then, 
Gee  Whiz!  our  U.S.  pile  would  be  worth  $100  billion 
and  the  French  Mattress  Stuffing  would  be  worth  $36 
billion. 

We  could  thus  in  the  years  ahead  pay  off  the  Arabs 
for  their  overpriced  oil— getting  a  useful  commodity  by 
giving  them  a  useless  one. 

Don't  you  think  these  Presidents  ought  to  have  a  bril- 
liant solutioneer  like  me  for  an  adviser? 


FORBES,   JANUARY    15,    1975 
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Reach  for  takeoff  at  Santa  Ana,  Calif.,  Dr.  Tom 
Heinsheimer  and  I  were  crouched  on  the  floor  of  Forbes 
Magazine's  transatlantic  balloon,  Windborne.  We  were 
seat-belted  to  the  gondola's  center  column,  helmets  on, 
when  three  quick,  successive,  unscheduled  jerks  telegraphed 
that  the  launch  was  in  trouble.  Seconds  later  the  crunch 
came,  and  we  were  tumbling  along  the  Marine  Corps' 
concrete  runway. 

At  the  instant  of  impact,  my  first  feeling  was  of  ex- 
cruciating disappointment  that  our  long  dream  of  a  trans- 
atlantic balloon  flight  was  over  for  now. 

Then,  along  with  a  flood  of  water  from  the  ruptured 
ballast  tanks,  came  a  rushing  awareness  that  if  we  were 
now  lifted  into  the  air  with  all  systems  damaged  the  dan- 


A  FEW  WORDS  ABOUT  WINDBORNE 

gers  were  great;  while  at  any  moment,  bashing  along  the 
ground,  the  liquid  oxygen  containers  could  rupture  and, 
in  the  instant  fire  which  would  result,  Tom  and  I  would 
have  made  a  Trip  for  sure. 

The  swift,   cool  action  of  our  French  launch  director 


and  space  scientist,  Jean  Pierre  Pommereau,  in  reaching 

< 

the  gondola  and  pulling  the  outside  balloon  release, 
saved  our  fives. 

Swiftly,  firemen  opened  the  hatches  (we  were  pressur- 
ized and  could  not  have  done  so  from  the  inside)  and  we 
were  out— shook,  safe,  unhappy,  happy. 

The  first  effort  of  the  thirteenth  attempt  to  cross  the 
Atlantic  by  balloon  didn't  get  off  the  ground. 

We   hope   to   do  better  next  time. 


LIKE  HIM   OR  NOT, 

A  while  back,  watching  Joe  Namath  once 
again  superstar  in  pulling  out  a  victory  for 
the  New  York  Jets  from  the  favored  Buf- 
falo Bills  should  have  inspired  anybody— 
particularly  those  of  us  a  bit  on  the  older 
side  of  age. 

Here's  a  yesterday's  hero,  battered  beyond 
belief  physically  (and  by  critics  who've  al- 
ways resented  the  fact  that  he's  done  what 


NAMATHS 


THE   GREATEST 

he's  wanted  to  do),  a  footballer  considered 
pretty  much  over  the  hill,  yet  again  in  the 
face  of  overwhelming  odds  doing  what  he's 
paid  for  and  supposed  to  do— win  the  game. 

He's  not  merely  as  great  as  he's  always 
said  he  was,  but  even  better'n  that.  Maybe 
I'm  prejudiced,  but  it's  nice  to  see  "Old"  Men 
triumph  when  the  inexorable  march  of  time 
indicates  thev  should   have   Had   It. 


SOME   BOOKS   WORTH   VIEWING 


In  This  Proud  Land,  by  Roy  Emerson  Stryker  and 
Nancy  Wood  (New  York  Graphic  Society  Ltd.,  $17.50). 
Two  hundred  pictures  portraying  America  from  Depres- 
sion to  Pearl  Harbor,  each  telling  more  than  the  proverbial 
thousand  words  could. 

The  Impossible  Friendship,  by  Mary  Hyde  (Harvard 
University  Press,  $7.50).  Dr.  Samuel  Johnson,  who  had 
the  greatest  impact  on  English  literature  in  the  18th 
century  (probably  the  19th,  too),  piggybacked  numerous 
lesser  writers  to  literary  fame.  This  absolutely  absorbing 
tale  of  the  rivalry  of  two  such,  James  Boswell  and  Mrs. 
Thrale,  in  coveting  and  covering  their  hero  should  have 
been  enough  to  bring  Johnson,  Boswell,  Thrale  and  au- 
thor-scholar Mary  Hyde  to  best-seller  lists. 

The  Golden  Summers,  by  Richard  O'Connor  (G.P.  Put- 
nam's Sons,  $8.95).  The  oft-told  tales  of  how  turn-of-the- 
century  Robber  Barons'  wives  spent  and  built  piles  trying 
to  out-exclusive  each  other  on  a  scale  and  with  a  taste 
that  only  Cecil  B.  De  Mille  would  envy. 

Duveen,  by  S.N.  Behrman  (Litde,  Brown  &  Co., 
$12.50).  S.N.  Behrman  is  a  writer  of  the  first  degree,  and 
in  his  hands  Duveen  lives  again— the  most  extraordinary 
art  dealer  of  any  and  all  time. 

LOVE 

is  a  positive  charge— if  your  battery  isn't  dead. 
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Riding  the  Rails,  by  Michael  Mathers  (Gambit,  $9.95). 
A  wanderluster  who  turned  from  hitchhiking  to  riding  the 
rails.  An  understanding  chronicle  of  an  unappealing, 
nearly  dead  way  of  life  which  peaked  in  the  Depression. 

Windjammer  Parade,  edited  by  Hans  Jurgen  Hansen, 
photographs  by  Benno  Wundshammer  and  others  (Viking 
Press,  $16.50).  Even  a  poor  photographer,  and  these  are 
pros,   can  make  these   stately  passing  ships  exciting. 

The  Heart  of  the  Matter,  by  Graham  Greene  (Viking 
Press,  paperback  $2.25).  Only  last  year  did  I  catch  up 
with  the  rest  of  the  world  in  reading  Graham  Greene. 
This  book  many  critics  consider  the  best  of  his  extraordi- 
nary oeuvre.  The  reader  is  caught  up  in  the  decline  and 
death  of  a  good  and  able  assistant  police  commissioner  in 
a  West  African  town.  You're  with  him  in  understanding 
and  sympathy  every  sad   step   of  the  way. 

The  Greatest  Men's  Party  on  Earth,  by  John  van  <l<  i 
Zee  (Harcourt  Brace  Jovanovich,  $5.95).  A  writing  waii<  i 
inside  the  Bohemian  Grove,  the  justly  famed,  widely  pub- 
licized "unpublicized"  summer  encampment  of  Names 
famed  in  many  fields.  The  author  is  really  impressed  that 
Big  People  out  in  the  woods  weewee  on  tree!  full  like 
the  rest  of  us. 

NEVER   SAY   DIE 

until  you've  done  it. 

-Malcolm  S.  Forbi  s. 

Editor-in-Chicl 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.— M.S. F. 


United  Nations  Now 

This  scenario  is  sometimes  offered 
for  the  future  of  the  United  Nations: 
The  United  States,  upset  at  defeats 
in  the  General  Assembly  by  the  un- 
derdeveloped nations,  stops  all  con- 
tributions to  the  world  organization. 
Middle  East  oil  countries  rush  to  fill 
the  25%  hole  in  the  budget.  The  Gen- 
eral Assembly  votes,  on  a  motion  by 
Cuba  and  Equatorial  Guinea,  to  move 
UN  headquarters  to  Algiers.  Saudi 
Arabian  investors  buy  the  desirable 
East  River  real  estate  with  its  2,000- 
car  underground  garage. 

The  United  Nations  is  a  long  way 
from  fulfilling  the  scenario  but  it  is 
also  a  long  way  from  what  it  was  .... 

In  the  late  1950s  and  in  the  1960s, 
the  Assembly's  membership  broad- 
ened as  scores  of  former  colonies  be- 
came independent  and  joined  the  or- 
ganization. Some  were  giants  like 
Nigeria,  with  80  million  people  and 
territory  larger  than  most  European 
states.  Others  were  tiny,  like  Nauru, 
with  a  population  of  6,700  living  on 
a  5,200-acre  Pacific  island. 

(by  Paul  Hofmann) 

Choking  on  Oil  Imports 

Just  how  powerfully  petrodollars 
could  eventually  affect  Western  econ- 
omies is  shown  by  the  fact  that,  in 


Britain,  it  would  take  Saudi  Arabia 
only  four  months  to  buy  up,  at  cur- 
rent depressed  prices,  the  30  lead- 
ing companies  making  up  The  Fi- 
nancial Times  share  index. 

Kuwait,  with  surpluses  less  than  a 
third  as  large,  can  have  needed  only 
an  average  of  some  15  days'  of  this 
year's  average  revenue  to  buy  St. 
Martin's.  It  earns  the  present  market 
value  of  Imperial  Chemical  Indus- 
tries, Britain's  largest  industrial  group, 
in  less  than  three  months  and  could 
buy  the  British  Leyland  automobile 
firm  with  just  six  days'  money. 

(by  Margaret  Reid) 
—from  the  New  York  Times. 

Book  Briefs 

Rich  people,  sadly  enough,  are 
bored  by  each  other;  they  value  noth- 
ing more  highly  than  "amusing"  per- 
sons of  talent  or  intellect  who  can 
distract  them,  provided  they  are 
housebroken  and  can  be  trusted  not 
to  make  off  with  the  silver.  One  could 
weary  quickly  of  old  Commodore 
Vanderbilt  telling  how  he  made  his 
first  fortune  out  of  leaky  ferryboats. 
*     *     * 

James  Gordon  Bennett's  high- 
handed eccentricity  was  never  more 
in  evidence  than  when  he  was  sailing 
the    Mediterranean    on    one    of    his 


yachts,  which  he  always  personally 
commanded  in  the  style  of  Captain 
Bligh.  He  and  his  guests  went  ashore 
on  an  island  off  the  Greek  coast,  the 
attraction  of  which  was  a  monastery 
in  which  a  votive  flame  reputedly  had 
been  kept  burning  for  a  thousand 
years.  The  flame  fascinated  the  Com- 
modore, and  presented  him  with  an 
unavoidable  challenge.  "Are  you  sure 
this  thing  has  been  burning  for  a 
thousand  years?"  he  asked  the  monk 
who  was  escorting  them.  The  monk 
assured  him  it  had.  "Well,"  replied 
the  Commodore,  leaning  over  and 
blowing  out  the  flame,  "it  isn't  now." 
—by  Richard  O'Connor, 
The  Golden  Summers. 

"Those  poor  souls,"  Mrs.  Peerot 
said. .  .  .  "Does  one  ever  get  over  a 
shock  like  that?  Forty  days  in  open 
boats." 

"If  you  survive  at  all,"  the  doctor 
said,  "you  get  over  it.  It's  failure  peo- 
ple don't  get  over,  and  this,  you  see, 
is  a  kind  of  success." 
*     *     * 

...  in  human  love  there  is  never 
such  a  thing  as  victory:  only  a  few 
minor  tactical  successes  before  the 
final  defeat  of  death  or  indifference. 

—by  Graham  Greene, 
The  Heart  of  the  Matter. 


AN  INCOME  TAX  CUT  WILL  BE  FUTILE 


in  stimulating  economic  recovery-- 
unless  accompanied  by  a  substan- 
tial revenue  raiser;  most  desirably, 
a  large  levy  on  gasoline  usage. 

If,  as  is  likely,  Congress  approves 
a  $15-billion  to  $20-billion  tax  cut, 
the  Treasury  will  have  to  borrow 
up  to  $80  billion  during  the  next 
two  fiscal  years. 

$80  billion. 

Already  the  upcoming  budget 
has  a  projected  $30-billion  deficit 
without  any  tax  cut.  Cash-strapped 
corporations,  moreover,  will  be  in 
the  debt  markets  for  record 
amounts  in  1975. 

With  companies  and  the  Feds 
borrowing  such  staggering  sums,  is 
it  possible  that  interest  rates  can 
decline  substantially  this  year?  Is 
it  probable  that  the  economy  can 
begin  a  meaningful  recovery  if  in- 
terest rates  remain  sky-high  and 
capital  markets   stay   a   shambles? 

Inflation  may  no  longer  be  pub- 
lic enemy  number  one  (or  more 
accurately,  political  problem  num- 


by  M.S.  Forbes  Jr. 

ber  one ) ,  but  inflated  interest  rates 
and  Treasury  deficits  are  going  to 
make  this  recession  a  tough  one 
to  beat. 

Forty  years  ago  Franklin  Roose- 
velt pulled  the  U.S.  out  of  a  great 
slump  by  standing  orthodox  eco- 
nomics on  its  head. 

Maybe  it's  time  Gerald  Ford  did 
the  same  sort  of  thing  with  the 
current  Keynesian  dogma:  Ironical- 
ly, raising  a  tax— the  gasoline  tax- 
could  be  the  most  productive  stim- 
ulant for  the  economy  at  this  point 
in  time. 

THE  RICHER  THEY  GET 

the  more  vulnerable  they  become. 

That's  the  paradox  facing  Saudi 
Arabia,  Kuwait,  Qatar,  Bahrain, 
Oman  and  the  United  Arab  Emir- 
ates in  the  Persian  Gulf.  These 
lands  are  piling  up  billions;  but, 
alas,  more  money  does  not  always 
mean  more  security. 

Saudi  Arabia  and  Kuwait 
have    been    aided    in    maintaining 


their  independence  by  the  U.S. 
and,  until  the  late  1960s,  Great 
Britain.  In  1961,  for  instance,  Iraq 
would  have  made  Kuwait  an  Iraqi 
province  if  Britain  and  the  U.S. 
hadn't  made  it  clear  to  Baghdad 
what  the  consequences  would  be. 

Thanks  to  this  shield,  covetous 
neighbors  have  not  made  overt 
moves  against  the  oil-rich,  but 
militarily  weak,  Persian  Gulf  states. 

But  today?  Could  he  U.S.  credi- 
bly threaten  to  intervene  to  uphold 
the  independence  of  these  Gulf 
states  which  joined  in  acts  threat- 
ening financial  ruin  for  the  West? 

Only  if  the  aggressor  were  Russia. 
But  Egypt?  (In  the  early  1960s, 
Egypt  sent  70,000  troops  to  fight 
in  the  Yemenese  civil  war,  hoping 
to  use  that  country  as  a  base  to 
subvert  neighboring  Saudi  Arabia. ) 
And  Iran?  Iraq? 

The  ancient  Greeks  believed  that 
the  gods  would  frustrate  and  ruin 
a  man  by  giving  him  in  abundance 
the  very  things  he  most  desired. 
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Thirty-five  years  experience  in  fleet-leasing  is  not  for  sale. 

It's  free. 


Inside  this  new  booklet  are  the  questions  we've 
fielded  most  often,  over  thirty-five  years,  as  America's 
most  experienced  fleet  lessor.  You'll  read  vital  queries 
from  firms  who  lease— and  firms  who  don't  lease. 

The  whole  idea  began  with  a  Q.  &  A.  booklet  we 
prepared  a  while  back.  It  became  one  of  the  most 
popular  booklets  we've  ever  offered.  But  since  then, 
fleet  leasing  has  literally  mushroomed  in  size  and 
sophistication.  Important  new  questions  have  arisen 
that  demand  answers. 

We're  providing  these  answers  in  an  entirely  new 
version  of  our  original  booklet.  Inside  are  today's 
eighteen  most  frequently  asked  questions  about  fleet 
leasing— and  their  answers. 

So  clip  out  the  coupon.  And  get  thirty-five  years  of 
fleet  leasing  experience-free.  For  the  asking. 


WHEELSl 


inc. 


6200  N.  Western  Ave.,  Chicago,  Illinois  6065S 

Leasing  Chevrolets  and  other  fine  cars  and  trucks  tor  over  36  years. 

Serving  over  500  of  America's  leading  corporations 
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WHEELS  inc.  and  associated  companies 

6200  N  Western  Ave  ,  Chicago,  IIJ.  60659  Dept.  FB-15 

I'm  interested  in  finding  out  exactly  how  much 
money,  time  and  effort  I  can  save  in  my  fleet's 
operation.  Please  send  me  Wheels'  "Eighteen 
Questions"  booklet  without  cost  or  obligation. 

We  operate Cars  Trucks 

□  Leased        □  Co.  Owned        □  Salesmen  Owned 
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Forbes 


"It  Worked 

For  The  Arabs  .  •  •" 


In  1977,  U.S.  utilities  will  start 

importing  uranium  to  fuel  nuclear 

power  stations.  When  they  do, 

they  may  be  at  the  mercy  of  a  uranium  OPEC. 


For  all  its  drawbacks,  nuclear  pow- 
er is  the  long-run  hope  of  the  indus- 
trialized world;  even  Iran,  looking  to 
the  exhaustion  of  its  oil,  plans  to  build 
nuclear  plants.  But,  preoccupied  with 
our  struggle  to  escape  the  Organiza- 
tion of  Petroleum  Exporting  Coun- 
tries, we  may  be  rushing  right  into 
the  waiting  arms  of  another  cartel— 
the  uranium  cartel. 

Unlike  OPEC,  the  companies  and 
governments  that  dominate  the  in- 
ternational uranium  trade  shun  pub- 
licity. Their  meetings  are  held  in 
strictest  secrecy,  each  time  in  a  dif- 
ferent place.  The  most  recent  was 
held  in  Paris  in  June.  The  next,  in 
March,  will  be  in  Sydney,  Australia. 
At  these  meetings,  there  is  no  stirring 
rhetoric  about  the  developing  nations 
of  the  "Third  World"— perhaps  be- 
cause most  uranium  exporting  nations 
are  already  developed. 

The  first  productive  meeting  of  the 
cartel,  which  calls  itself  Uranium  Pro- 
ducers Forum,  was  held  in  May  1972 
in  Johannesburg,  South  Africa.  Among 
those  present  were  representatives 
from  Britain's  Rio  Tinto  Zinc,  Can- 
ada's Rio^Algom  and  Denison  Mines, 
Australia's  Western  Mining,  France's 


Uranex  and  an  organization  of  South 
African  gold  mines  dubbed  Nuclear 
Fuels  Corp.  The  last  two  are  semi- 
governmental  companies.  Uranex  is 
owned  one-third  by  the  French  gov- 
ernment. The  South  African  Nufcor, 
explains  a  company  spokesman,  "is  a 
private  company  closely  associated 
with  the  Chamber  of  Mines."  So 
closely  associated  that  it  has  the  same 
telephone  number. 

The  reason  for  that  first  meeting 
was  obvious:  In  1972  the  price  for  the 
uranium  oxide  "yellowcake"  that  is 
processed  into  nuclear  fuel  was  hover- 
ing near  producers'  costs  of  $6  to  $8 
a  pound;  there  was  virtually  no  profit 
in  mining  it.  Yet  informed  observers 
were  predicting  a  severe  oil  supply 
pinch  and  a  sharp  increase  in  demand 
for  uranium-fueled  nuclear  electric 
power.  The  uranium  producers  were 
worried  that  it  might  be  a  profitless 
boom— that  customers  might  start 
locking  them  in  at  bargain  prices  on 
long-term  uranium  contracts.  Like 
OPEC,  then,  the  uranium  cartel  had 
its  beginnings  in  a  legitimate  defense 
of  mutual  interests. 

"There  were  some  pretty  hard  de- 
bates and  so  on,"  says  one  Australian 


participant  at  the  Johannesburg  meet- 
ing, "but  I  think  you  can  say  that 
reason  prevailed."  "Reason"  apparent- 
ly meant  higher  prices,  more  advan- 
tageous contract  terms  and  no  com- 
petitive price-cutting. 

"They  are  a  little  sensitive  about 
being  called  a  cartel,"  says  an  official 
at  the  U.S.  Atomic  Energy  Commis- 
sion. 'One  can  only  look  at  the  evi- 
dence, that  after  they  started  meeting, 
the  uranium  market  started  get- 
ting .  .  .  let's  say,  less  cut-throatedly 
competitive." 

"I  think  it  tended  to  stabilize  the 
market,"  is  the  way  the  Australian 
prefers  to  put  it.  A  spokesman  for  the 
South  African  uranium  exporting 
agency  is  more  straightforward:  "The 
uranium  market,"  he  says,  "is  off  the 
launching  pad." 

The  closest  thing  to  a  "market"  for 
foreign-produced  uranium  in  the  U.S. 
is  a  uranium  brokerage  service  op- 
erated by  an  outfit  called  Nuclear 
Exchange  Corp.  of  Menlo  Park,  Calif. 
Nuexco,  as  it  is  called,  matches  buy- 
ers (mostly  utilities)  with  sellers 
(mostly  uranium  mining  companies) 
for  a  fee.  It  also  has  a  uranium 
price- information  service. 

Jack  Mommsen,  a  Nuexco  officer, 
was  at  first  reluctant  to  talk  to 
Forbes  about  "the  club,"  as  the 
Forum  is  known  in  the  nuclear  en- 
ergy business.  "Wouldn't  it  be  illegal 
for  me  to  know  about  it,"  he  asks, 
"since  they're  meeting  for  the  purpose 
of  setting  prices?"  While  no  one  from 
Nuexco  has  ever  attended  meetings 
of  the  club,  some  club  members  are 
Nuexco  customers.  Says  Mommsen: 
"I   infer   that   they    are   setting   their 


prices  because  their  asking  prices  al- 
ways seem  to  come  out  the  same,  if 
you  know  what  I  mean." 

Indeed,  so  confident  are  producers 
of  the  continued  sharp  rise  in  uranium 
prices  that  foreign  producers  are  writ- 
ing contracts  only  at  "world  price  at 
time  of  delivery."  Those  "discon- 
tinued" prices  at  the  top  of  the  urani- 
um price  chart  represent  the  last  at- 
tempts of  U.S.  utilities  to  bid  for  ura- 
nium to  be  delivered  in  the  1980s. 
When  no  producers  would  sell,  even 
at  those  high  prices,  the  prospective 
buyers  withdrew  from  the  market  in 
the  probably  vain  hope  that  prices  or 
electricity  load  growth  would  ease. 

In  fact,  recent  prices  seem  to  be 
going  even  higher.  One  U.S.  producer 
recently  offered  uranium  for  deliv- 
ery in  the  middle  1980s  at  a  price  of 
$24  per  pound  plus  an  annual  escala- 
tor of  about  7%,  starting  this  year. 

So  What? 

Okay,  so  the  price  of  uranium  goes 
through  the  ceiling.  Does  it  really 
matter?  After  all,  the  production  of 
nuclear  energy  requires  relatively  lit- 
tle fuel;  at  $20  per  pound,  uranium 
represents  about  14%  of  the  cost  of 
a  kilowatt  hour,  vs.  12%  for  oil  at  $12 
per  barrel.  Even  with  uranium  at 
$50  a  pound,  about  twice  the  price 
for  early  1980s  delivery,  nuclear  pow- 
er would  still  be  only  as  expensive  as 
power  from  oil  when  the  oil  costs 
$5.75  per  barrel— one-half  the  cur- 
rent price! 

The  answer  is  that  the  price  of 
uranium  does  matter.  The  very  fact 
that  uranium  is  a  relatively  small  part 
of  the  cost  gives  a  cartel  enormous 


The  Five  Arrows,  Nuclear-Style 


Control  of  the  uranium  cartel  may 
be  far  more  concentrated  than  would 
appear  at  first  glance.  As  suggested 
by  the  fist  clenching  five  arrows  in  the 
family  crest,  the  Rothschilds  of  France 
and  England  have  an  interest  in  near- 
ly every  major  uranium  mine  in  the 
world. 

Rio  Tinto  Zinc,  a  mining  company 
in  which  the  French  Rothschilds  have 
traditionally  been  major  owners,  holds 
a  controlling  interest  in  Rio  Algom 
Mines,  whose  Canadian  mines  have 
the  largest  uranium  reserves  in  North 
America.  RTZ  owns  nearly  two-thirds 
of  the  huge  new  Rossing  uranium 
mine  in  South  West  Africa.  It  also  con- 
trols Mary  Kathleen  Uranium,  the  on- 
ly Australian  uranium  mine  capable 
of  going  into  operation  soon. 

The  largest  South  African  gold  pro- 
ducer, Anglo  American  Corp.,  is  also 
the  country's  largest  uranium  pro- 
ducer, since  South  African  uranium  is 


produced  as  a  by-product  of  gold  pro- 
duction. One  of  Anglo  American's  as- 
sociated companies,  Charter  Consoli- 
dated, has  a  Rothschild  on  its  board, 
and  owns  nearly  10%  of  RTZ. 

The  centerpiece  of  the  French 
Rothschilds'  nonferrous  metal  group 
is  Imetal  (formerly  Le  Nickel), 
which  has  a  controlling  share  of  the 
Mokta  and  Pennaroya  companies,  two 
of  the  largest  uranium  producers  in 
France  and  in  the  former  French  col- 
onies of  Gabon  and  Niger.  They  also 
participate  in  joint  ventures  with  the 
other  large  French  producer,  Pechi- 
ney  Ugine  Kuhlmann. 

The  Rothschild  presence  is  every- 
where. Baron  Guy  de  Rothschild 
heads  Imetal.  He  also  sits  on  the 
board  of  RTZ.  In  turn,  Harry  Op- 
penheimer,  the  chief  executive  of 
Anglo  American,  and  Sir  Val  Duncan, 
the  chief  executive  of  RTZ,  sit  on  the 
boa.d  of  Imetal. 


leeway  in  raising  prices— and  the 
users,  with  tens  of  billions  of  dol- 
lars tied  up  in  capital-intensive  nu- 
clear plant,  would  have  no  choice 
but  to  pay. 

But  doesn't  the  U.S.  have  vast  re- 
serves of  uranium?  Isn't  there  so  much 
around  that  the  U.S.  has  an  embargo 
on  imports  to  protect  domestic  pro- 
ducers? Yes,  but  while  they  are  cur- 
rendy  adequate,  domestic  supplies  are 
being  fast  outstripped  by  demand. 
Herbert  Weed  heads  the  uranium  di- 
vision at  Anaconda.  He  warns  that  the 
U.S.  will  have  to  start  importing 
uranium  to  keep  up  with  sharply 
higher  requirements  "around  1979  or 
1980."  And  that's  just  on  the  basis 
of  nuclear  plants  currently  under  con- 
struction. Significantly,  the  U.S.  em- 
bargo on  imported  uranium  will  be 
starting  to  lift  in  1977.  Already  the 
Tennessee  Valley  Authority  and  Duke 
Power  have  signed  uranium  supply 
contracts  with  Rio  Algom. 

The  U.S.  government  official  re- 
sponsible for  keeping  track  of  U.S. 
uranium  supplies  is  Robert  Nininger, 
a  high  official  at  the  U.S.  Atomic 
Energy  Commission.  Says  Nininger: 
"The  tight  supply  situation  may  hit 
a  little  later  than  1979,  but  once  it 
does  hit,  the  problem  will  last  for- 
ever. It  might  be  relieved  when  we 
get  breeder  reactors,  but  they  won't 
have  a  significant  impact  until  the 
latter  part  of  the  century  or  after." 

The  trouble  is,  with  U.S.  uranium 
demand  expected  to  more  than  triple 
by  1980— and  increase  by  more  than 
700%  by  1985— U.S.  uranium  miners 
simply  won't  be  able  to  keep  up.  To 
find    new   uranium    deposits,    sink    a 


Only  in  Australia  do  the  Rothschild 
companies  have  a  relatively  small 
share  of  the  total  uranium  reservea 
In  fact,  but  for  a  few  independent 
uranium  companies  in  Canada  and 
possible  increased  Australian  produc- 
tion, the  function  of  the  Uranium 
Producers'  Forum  could  be  performed 
at  a  board  meeting  of  Imetal 
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mine  shaft,  and  construct  new  mill- 
ing capacity  currently  takes  about  as 
much  time  as  it  does  to  build  a  nu- 
clear power  plant,  says  Weed— "about 
eight  years." 

At  the  moment,  little  is  being  done 
to  create  additional  domestic  supplies. 
One  problem  is  that  the  business  is 
not  very  profitable  right  now.  "Even 
though  the  price  may  be  $24  a  pound 
in  the  1980s,"  Nininger  explains,  "U.S. 
companies  are  presently  working  on 
old  contracts  that  average  out  to  only 
$11  per  pound  in  1980.  So  they're 
not  getting  the  cash  flow  needed  to 
open  new  mines." 

But  aren't  foreign  uranium  pro- 
ducers faced  with  the  same  problem? 
Not  exactly,  because,  as  Nininger 
points  out,  "They're  saying  to  their 
customers:  'Forget  about  the  price  we 
contracted  on.  We're  going  to  raise 
the  price  and  you  better  take  it  if 
you  want  any  more  uranium.' ': 

Paging  Antitrust 

Can  the  cartel  be  broken?  It's  not 
likely  to  happen  any  time  soon,  even 
though  U.S.  utilities  are  so  squeezed 
for  cash  that  even  conservative  esti- 
mates for  nuclear  power  plant  con- 
struction over  the  next  few  years  may 
turn  out  to  be  too  high.  Offsetting 
possible  dampers  on  demand  growth, 
however,  will  be  the  expected  reduc- 
tion, beginning  this  year,  of  the  yel- 
lowcake  added  to  the  uranium  en- 
richment process  by  the  AEC  from 
the  government  uranium  stockpile. 
Reducing  that  subsidy  should  in- 
crease U.S.  demand  by  10%. 

Probably  the  greatest  threat  to  the 
cartel  is  Australia,  where  mining  com- 
panies have  recently  been  reporting 
huge  new  finds  of  high-grade,  low- 
cost  uranium  ore.  (Canadian  pro- 
ducers, currendy  the  world's  leading 
exporters  of  uranium,  are  already 
pretty  well  committed  into  the  early 
1980s.)  However,  the  Australian  gov- 
ernment put  a  halt  to  all  uranium  ex- 
ports in  1971,  and  doesn't  seem  to  be 
in  much  of  a  hurry  to  change  that 
policy.  If  the  world  slump  worsens, 
Australia  may  have  to  relent,  but  it 
would  be  unlikely  to  permit  its  ura- 
nium exports  to  break  the  world  price. 

It  is  also  possible  that  the  U.S.  Jus- 
tice Department  may  take  a  more  ac- 
tive interest  in  those  members  of  the 
Uranium  Producers  Forum  who  own 
U.S.  properties  and  are  selling,  or  try- 
ing to  sell,  to  U.S.  consumers.  Says 
a  Justice  Department  spokesman:  "It 
would  seem  as  though  they're  getting 
pretty  close  to  a  problem." 

But,  of  course,  one  man's  problem 
is  another  man's  opportunity.  As  an 
executive  for  a  leading  Canadian  pro- 
ducer puts  it,  laughingly,  "It  worked 
for  the  Arabs,  didn't  it?"  ■ 
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Sugar-Coated  Loss 


SuCrest  reported  a  horrendous 
last  year,  but  the  company 
wasn't  the  real  loser; 
Uncle  Sam  was. 

How  could  you  manage  to  lose  big 
money  in  the  sugar  business  in  1974, 
a  year  when  prices  of  the  sweet  stuff 
soared  from  12  cents  a  pound  to  as 
high  as  65  cents?  Don't  ask  us  that 
question,  ask  it  of  Robert  M.  Rapa- 
port,  president  of  New  York's  SuCrest 
Corp.  (formerly  American  Molasses). 
For  the  fiscal  year  ended  last  June, 
SuCrest  managed  to  show  a  loss  of 
$14.2  million  ($7.05  a  share)  in  spite 
of  the  fact  that  sales  leaped  45%,  to 
$229  million.  In  what  should  have 
been  a  banner  year,  its  book  value 
shrank  from  $10.56  a  share  to  $2.78. 
Its  stock  plunged  from  14  to  4  in  the 
past  two  months. 

Forbes  sought  to  put  the  question 
to  President  Rapaport,  but  he  wasn't 
interested  in  talking  about  his  peculiar 
fiscal  feat.  "There's  nothing  useful  we 
could  say,"  a  spokesman  told  us.  Curi- 
ous, however,  Forbes  persisted.  This 
is  what  we  learned: 

SuCrest  is  a  major  refiner  of  sugar  at 
an  old  plant  in  Brooklyn,  N.Y.  and 
two  smaller  facilities.  It  doesn't  pro- 
duce any  raw  sugar  on  its  own.  Most 
of  its  sales  go  to  food  manufacturers. 
By  all  odds,  SuCrest  should  have 
profited  handsomely,  both  from  the 
appreciation  of  its  inventories  and 
from  a  widening  of  the  margin  be- 
tween its  costs  and  its  selling  price. 

So,  why  all  that  nasty  red  ink?  Is 
SuCrest  a  candidate  for  a  sheriff's  sale? 
Hereby  hangs  a  story  of  fancy  book- 
keeping and  of  corporate  reporting, 
which  was,  to  say  the  least,  horren- 
dously  misleading  to  SuCrest's  small- 
er stockholders. 

What  SuCrest  did  was  to  switch 
from  its  traditional  first-in-first-out  in- 
ventory accounting  to  last-in-first-out 
accounting.  Okay,  a  good  many  com- 
panies have  done  that  this  year.  But 
rarely  if  ever  was  the  effect  on  the 
bottom  line  so  dramatic.  Under  FIFO, 
SuCrest  would  have  been  selling  for 
high  1974  prices  sugar  inventories 
acquired  earlier  at  a  fraction  of  the 
price.  But  not  under  LIFO.  There  is 
an  inevitable  lag  between  SuCrest's 
acquisition  of  raw  sugar  and  its  sale 
of  refined  sugar,  and  prices  were  ris- 
ing fast  during  fiscal  1974.  Thus  the 
company  was  replacing  its  inventories 
with  sugar  that  cost  more  than  it  got 
for  the  refined  sugar  it  sold  earlier 
in  the  year— even  though  all  the  sales 
were  at  a  profit.  The  result  was  the 


loss 


big  reported  loss:    $15.6  million  be- 
fore taxes. 

The  Real  World 

Of  course,  the  loss  was  merely  an 
accounting  loss.  In  the  real  world,  Su- 
Crest had  made  a  very  nice  profit. 
Without  the  accounting  switch,  the 
company  would  have  earned  a  pre- 
tax profit  of  $11.5  million  and  have 
paid  taxes  of  $5.5  million.  In  the  real 
world,  therefore,  SuCrest  made  its 
profit,  but  deferred  paying  $5.5  mil- 
lion in  taxes.  At  a  time  when  money 
cost  11%  and  more,  that  deferral  was 
pure  gold.  In  fact,  the  accounting  loss 
can  be  used  to  shelter  SuCrest  earn- 
ings as  far  ahead  as  1979. 

By  the  second  quarter  of  fiscal 
1975  the  company  was  beginning  to 
trim  inventories  in  order  to  reduce 
carrying  costs.  It  was  making  a  nice 
profit  on  the  inventories,  since  they 
were  acquired  at  a  time  when  sugar 
was  between  30  and  35  cents  a 
pound— and  sugar,  although  sharply 
down  from  the  November  high  of  65 
cents,  was  still  selling  around  45  cents. 
For  the  first  quarter  of  fiscal  1975, 
SuCrest  reported  a  profit  of  34  cents 
a  share  and  the  second  quarter  should 
be  much  better.  Now  SuCrest  is  book- 
ing taxes  again— but  it  isn't  actually 
paying  them,  since  it  still  has  that 
hefty  tax  credit. 

A  nice  deal.  Except,  of  course,  for 
stockholders  who  may  have  been 
frightened  out  because  they  failed  to 
understand  the  nature  of  that  whop- 
ping "loss."  It  was  such  a  nice  deal 
that  SuCrest  split  its  shares  2-for-l 
last  year,  and  raised  its  dividend  pay- 
out from  5  cents  a  share  in  fiscal  1973 
to  27.5  cents  in  fiscal  1974. 

How  much  money  will  SuCrest 
make  for  all  of  1975?  Who  knows? 
Who  knows  what  will  happen  to  the 
price  of  sugar?  But  for  the  moment 
at  least,  SuCrest  is  operating  happily 
with  a  good  many  million  of  dollars 
worth  of  free  capital,  courtesy  of  In- 
ternal Revenue.  ■ 
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The  Realist 

Germany's  Daimler-Benz, 
the  Mercedes  company,  isn't 
as  big  as  GM  or  Ford. 
But  that's  a  great 
advantage  right  now. 

Germany's  Daimler-Benz  Inc.,  mak- 
er of  Mercedes-Benz  cars  and  Europe's 
biggest  manufacturer  of  trucks,  is 
closing  no  plants,  putting  no  men  on 
short  time.  Instead,  it  is  recording  a 
7%  sales  gain,  to  $5.4  billion;  1974 
earnings  will  fall  only  a  bit  below 
1973's  $111.4  million;  and  it  expects 
its  1975  auto  output  to  equal  1974 's. 

How  did  it  escape  the  plague?  In 
a  sense  the  answer  is  that  Daimler- 
Benz  was  a  pessimist— or  rather  a 
realist— in  an  industry  of  optimists. 
Daimler-Benz  and  its  chairman,  law- 
yer Joachim  Zahn,  60,  know  its  limi- 
tations, have  husbanded  its  resources 
and  prepared  for  the  worst. 

Of  course,  everything  has  a  cost, 
and  Daimler-Benz's  conservatism  cost 
it  sales  and  earnings  in  the  past.  But 
its  reward  today  is  a  price/ earnings 
of  18,  vs.  ten  for  General  Motors, 
eight  for  Ford  and  a  dismal  five  for 
Chrysler;  D-B's  market  value  today 
is  $2  billion,  4M  times  Chrysler's. 

At   Daimler-Benz   headquarters    in 


Mercedes- Ben?  280  grille.  American  "Look-alike"  sedan  grille. 

because  it  has  a  grille  like  one.  Or  a  silhouette 
like  one.  An  automobile  either  is  a  Mercedes- 


Stuttgart  in  southwestern  Germany, 
Zahn  and  his  executives  say  firmly 
that  they  foresaw  "the  difficult  phase 
the  auto  industry  is  now  facing."  One 
proof  is  in  the  balance-sheet  item 
called  "other  reserves,"  which  has 
risen  over  150%  in  just  two  years,  to 
some  $250  million.  Those  reserves, 
explains  Zahn,  "are  a  part  of  and  also 
the  expression  of  our  preparations" 
for  the  industry's  bad  times  today. 
The  company  hit  a  capital  spend- 
ing peak  of  over  $300  million  back 
in  1969,  when  it  was  building  up  its 
truck  production;  since  then  it  has 
tailed  back  to  levels  nearer  $200  mil- 
lion. But  the  depreciation  from  that 
earlier  spending  now  gives  it  a  cash 
flow  equal  to  Chrysler's,  a  company 
with  more  than  twice  its  sales.  From 
that  cash  flow  comes  its  cash  bal- 
ance of  $175  million,  whose  return 
in  the  money  markets  this  year  will 


keep  earnings  on  an  even  keel  de- 
spite increased  costs. 

Of  course,  Daimler-Benz  has  no 
magic  way  to  escape  the  universal 
increases  in  materials  and  labor  costs. 
Zahn  recently  told  a  Stuttgart  gath- 
ering that  D-B's  costs  increased  about 
$560  million  in  1974,  of  which  only 
some  $320  million  could  be  recovered 
through  higher  prices.  Where  in  the 
industry's  heyday  of  the  1960s  Daim- 
ler-Benz used  to  return  over  20%  on 
stockholders'  equity,  it  will  do  only 
14%  this  year.  But  14%  is  no  disgrace 
in  today's  auto  market. 

In  an  industry  where  spirits  tend 
to  rise  or  fall  on  the  latest  ten-day 
sales,  D-B  has  always  managed  to 
keep  its  eyes  focused  on  the  longer 
point  of  view.  It  did  not  believe  that 
the  world  auto  boom  of  the  late  Six- 
ties could  last  forever.  Therefore,  it 
simply  refused  to  expand  as  fast  as 


it 


Any  Price  We  Can  Get" 


Despite  the  housing  disaster,  in  1974  Georgia-Pacific  had 
its  second-biggest  year  in  plywood  sales  and  turned  in  record 
earnings.  This  year  will  be  down,  but  not  disastrously  so. 


Poor  Georgia-Pacific!  It's  the 
world's  largest  plywood  producer,  and 
plywood  mills  have  been  shutting 
down  in  increasing  numbers  of  late 
in  the  face  of  an  eight-year  low  in 
housing  starts  and  a  punishing  37% 
drop  in  plywood  prices.  G-P's  ply- 
wood sales  must  be  way  off,  right? 

Wrong.  Georgia-Pacific  sold  almost 
as  much  plywood  last  year  as  it  did 
the  year  before— a  drop  of  only  3.8% 
from  1973  unit  volume. 

O.K.  But  Georgia-Pacific  is  the 
most  heavily  leveraged  company  in 
the  forest  products  industry.  Those 
relatively  higher  fixed  expenses  cou- 
pled with  so  disastrous  a  drop  in 
plywood  prices  must  have  murdered 
their  earnings,  right? 

Wrong  again.  Last  year  was  a  rec- 
ord year  for  G-P.  At  this  writing 
earnings  are  expected  to  be  up  about 


3%,  to  $3.10  per  share,  after  an  ex- 
pected $10-million  bite  on  aftertax 
earnings  which  will  result  from  switch- 
ing 25%  of  inventories  to  last-in-first- 
out  accounting.  That's  a  healthy  22% 
return  on  stockholders'  equity. 

The  Offsets 

"Our  plywood  and  lumber  busi- 
ness fell  off  real  bad,"  explains 
Chairman  and  President  Bobert  B. 
Pamplin  with  a  soft  Virginia  accent, 
"but  chemicals,  pulp  and  paper 
picked  up."  That's  putting  it  mildly. 
Chemicals,  pulp  and  paper  accounted 
for  about  one-fourth  of  G-P's  earn- 
ings in  1973  while  lumber  and  ply- 
wood accounted  for  the  other  three 
quarters.  In  1974  the  contributions 
of  the  two  groups  were  almost  pre- 
cisely reversed. 

G-P     integrated     backwards     into 


chemicals  to  produce  its  own  wood 
processing  chemicals  (now  66%  of  re- 
quirements) and  bonding  resins  for 
plywood  manufacturing  (now  100%  of 
requirements).  Last  year  that  paid 
off  handsomely  in  lower  costs  as 
chemical  prices  soared.  But  that  was 
only  part  of  the  story.  The  company 
also  sells  these  chemicals  and  other 
wood-based  chemicals,  so  it  reaped 
the  market's  higher  prices  in  these 
items  as  well. 

Strongly  supported  by  bonanza 
profits  in  chemicals,  pulp  and  paper, 
Georgia-Pacific  really  moved  in  for  the 
kill  in  the  plywood  business.  Smaller, 
nonintegrated  competitors  simply 
could  not  sell  at  G-P's  prices  and  stay 
in  business. 

Bob  Pamplin  puts  it  more  delicate- 
ly: "We  can  move  our  product 
through  our  139  distribution  centers," 
he  says,  "so  we  run  our  plywood 
plants  right  along  and  sell  at  what- 
ever price  we  can  get.  We  are  efficient 
enough  to  do  that  at  a  profit." 

The  secret  of  that  efficiency  is  in- 
tegration to  an  ever  greater  extent 
than  simple  "efficiencies  of  scale." 
While  competitors  were  forced  to 
pay    fancy    prices    for    open-market 
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demand  for  its  cars  would  have  per- 
mitted. Heinz  Hoppe,  now  back  in 
Stuttgart  as  head  of  export  sales  after 
16  years  in  the  U.S.,  recalls  how  he 
was  pushed  by  the  dealers:  "  'Why 
the  heck  don't  you  ship  more  cars?' 
they  kept  asking.  But  we  did  not  want 
to  make  Mercedes-Benz  into  a  mass 
producer." 

Worldwide,  Daimler-Benz  produced 
340,000  cars  last  year,  50,000  fewer 
than  struggling  American  Motors. 
About  40,000  Mercedes-Benz  cars 
are  shipped  to  the  U.S.  yearly,  priced 
to  sell  from  $9,357  to  $21,307.  Their 
owners  believe— and  GM  suspects— 
that  the  Mercedes  has  replaced  the 
Cadillac  as  the  "most  desirable"  car. 
Undoubtedly  Daimler-Benz  could 
make  some  sales  gains  if  it  produced 
more  cars.  But  that  is  not  its  intention. 

Not  that  Zahn  is  complacent.  He 
realizes  that  Germany's  rising  labor 
costs— which  include  lots  of  benefits 
U.S.  workers  don't  get— are  a  burden. 
He  plans  to  raise  capital  spending  in 
1975,  but  strictly  for  more  efficiency. 

Instead  of  model  changes,  Daim- 
ler-Benz is  concentrating  for  the  fu- 
ture on  diesel-engined  cars,  which 
now  comprise  45%  of  its  output.  The 
idea  behind  the  diesel  is  simple:  Die- 
sel fuel  is  cheaper  than  gasoline,  and 
what  diesel  engines  sacrifice  in  power 
they  make  up  in  economy  of  opera- 
tion—which is  why  trucks  are  so  often 
diesel-engined. 

Daimler-Benz    sees    U.S.    demand 


New  Owners?  Or  Old  Customers? 


Yes,  yes,  we  know.  Kuwait  just 
bought  a  14%  interest  in  Daimler- 
Benz.  What  difference  will  it  make  in 
company  operations?  Probably  none. 
Saudi  Arabia  has  long  been  a  prime 
market  for  Mercedes  cars,  and  D-B 
had  agreed  to  build  an  assembly  plant 
there  long  before  Kuwait  bought  a 
share.    Iraq    recently    bought    10,000 


Mercedes  trucks  at  one  crack;  with 
the  order  will  go  some  technical  train- 
ing and  assembly  work.  D-B's  big 
Middle  East  problem  is  getting  its 
goods  through  choked  harbors.  "We 
have  had  to  change  our  thinking  on 
many  things,"  says  Heinz  Hoppe,  who 
is  trying  overland  shipment  to  Iraq. 
"This  is  the  beginning  of  a  new  era." 


rising  for  its  diesel  cars.  Its  new  five- 
cylinder  diesel  is  roughly  equivalent 
in  horsepower— 90— to  the  four-cylin- 
der gasoline  engines  in  the  Vega,  Pin- 
to, Volkswagen,  Toyota,  Datsun,  Be- 
nault,  Fiat  and  other  "foreign-type" 
cars  that  have  been  selling  so  well  in 
the  last  decade  as  "small"  cars.  But 
the  Mercedes  five-cylinder  diesel  costs 
$11,782.  Why  would  the  customer 
pay  almost  $12,000  for  a  Mercedes 
that  is  powered  and  sized  like  a  Pinto? 
To  sales  veteran  Heinz  Hoppe,  the 
answer  is  simple:  "All  cars  are  a  com- 
promise," he  says.  "We  have  found 
the  best  compromise  for  Mercedes  is 
a  compact  exterior  but  a  large  inte- 
rior, as  big  as  any  of  your  big  cars." 

The  men  in  Stuttgart  are  feeling 
wryly  complimented  these  days  when 
they  notice  the  "new"  cars  that  Ford 
is  putting  out  in  the  U.S.,  the  Gra- 
nada and  the  Monarch.  "Iacocca  [of 


Ford]  himself  admitted  'this  is  a  Mer- 
cedes' to  the  press,"  laughs  Hoppe. 
D-B  has  taken  ads  comparing  its  gen- 
uine article  with  the  imitators. 

To  be  sure,  Daimler-Benz  is  not 
without  its  problems.  Its  cars— what 
with  high  unit  labor  costs  and  the 
constantiy  up-valuing  deutsche  mark 
—are  getting  pricey.  The  company  has 
begun  to  talk  of  its  cars  as  "an  in- 
vestment." And  Zahn  is  as  austere  as 
ever  about  business  prospects:  "It 
would  not  be  realistic  to  assume  that 
the  profitability  of  the  Sixties  will 
again  be  reached  in  the  foreseeable 
future,"  he  says. 

But  in  a  world  of  ever-increasing 
standardization,  Daimler-Benz  is  a 
unique  company  with  a  unique  image 
for  its  product.  As  such,  it  is  a  val- 
uable object  lesson  for  American  man- 
agers seeking  a  model  for  corporate 
survival  in  this  difficult  era.  ■ 


wood  as  demand  from  booming  pa- 
per producers  soared,  G-P  was  able 
to  use  mostly  its  own  timber  to  make 
plywood  from  4.5  million  acres  in 
the  U.S.,  Canada  and  Brazil,  plus  ex- 
clusive cutting  rights  on  another  1.3 
million  acres. 

And  that  is  one  way  G-P  expanded 
its  market  share,  in  a  declining  mar- 
ket, from  21%  to  23%. 

G-P's  integrated  structure  requires 
huge  quantities  of  capital.  "We  ex- 
panded wherever  the  market  was  do- 
ing well  and  this  is  the  way  we  end- 
ed up,'V  Pamplin  says.  That,  of 
course,  can  result  in  considerable  debt, 
but,  says  Pamplin,  "you  have  to  take 
advantage  of  opportunities  when  they 
present  themselves."  In  1973  when 
Boise  Cascade  needed  cash,  Pamplin 
quickly  snapped  up  its  180,000  acres 
of  redwood  forests  near  Fort  Bragg, 
Calif,  with,  a  borrowed  $120  million. 
And  by  astute  trading,  Pamplin  man- 
aged last  year  to  pick  up  55,000  acres 
of  Johns-Manville  timberland. 

Today,  Georgia-Pacific  has  a  high 
one-to-one  debt-to-equity  ratio  and 
fixed  interest  charges  of  some  $62  mil- 
lion. "That  high  interest  bill  is  all 
right  in  the  short  term,"  says  Pamplin. 


"We're  not  going  to  do  any  permanent 
financing  in  this  market.  But  when  it 
does  go  up,"  he  says,  looking  ahead, 
"we'll  call  in  our  convertible  deben- 
tures and  do  some  refinancing."  Un- 
til then  the  company  will  continue 
using  $350  million  to  $400  million  in 
short-term  debt  backed  by  bank  loans, 
in  addition  to  the  $200  million  it  has 
from  insurance  companies  and  $200 
million  in  industrial  revenue  bonds. 

Comeuppance? 

That  hoped-for  recovery  in  G-P 
stock  is  not  likely  soon.  "This  will  be 
a  rough  year,"  Pamplin  remarks. 
"Housing  won't  begin  to  recover  until 
about  midyear,  and  it  will  be  1976 
before  the  recovery  has  a  significant 
impact  on  prices.  Meanwhile  most  pa- 
per prices  will  be  down,  with  the 
possible  exception  of  tissue.  Pulp  will 
be  off.  Chemicals  probably  will  be 
off,  too.  Nothing  will  be  able  to  es- 
cape the  slowdown." 

To  cushion  the  expected  drop  in 
earnings  this  year,  Pamplin  plans  to 
cut  more  of  G-P's  low-cost  timber 
and  trim  purchases  to  the  bone.  That 
would  lower  not  only  G-P's  cost  of 
sales    but    corporate    taxes    as    well, 


since  gains  from  the  sale  of  owned 
timber  are  taxed  as  capital  gains. 

But  neither  this  year's  dismal  pros- 
pects nor  the  1973  antitrust  settle- 
ment, which  brought  a  spin-off  of  20% 
of  G-P's  assets  to  shareholders  in  the 
form  of  Louisiana-Pacific,  have 
slowed  G-P's  momentum.  The  five- 
year,  $1 -billion  capital-spending  pro- 
gram begun  in  1973  is  proceeding 
ahead  of  schedule,  and  Pamplin  still 
says  Georgia-Pacific  will  double  sales, 
net  income  and  per-share  earnings 
every  five  years— a-  usual.  And  G-P 
has  delivered  on  that  five-year  pledge 
four  times  before. 

No  doubt  about  it,  G-P's  high  debt 
leverage  will  work  against  it  this  year. 
But  don't  think  the  bankers  are  wor- 
ried. G-P  has  no  volatile  real  estate 
ventures  in  the  works  of  the  sort  that 
put  Boise  Cascade's  vaunted  earnings 
record  through  the  sawmill.  And  the 
collateral  behind  all  that  G-P  lever- 
age, the  immense  timber  holdings,  is 
not  only  an  asset  in  increasingly  short 
supply  worldwide,  but  more  impor- 
tant an  asset  that  renews  itself  ev- 
ery 40  to  50  years. 

Not  even  King  Faisal  can  hope  to 
match  that.  ■ 
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The  New  Trade  Bill: 
An  Impressive  Victory 
For  Steel 


With  the  aid  of  some  quiet  but  ex- 
tremely effective  lobbying,  the  steel 
industry  has  turned  the  new  Trade 
Reform  Act  (passed  by  both  houses 
and  signed  into  law  by  President  Ford 
on  Jan.  3)  into  a  potential  steel  in- 
dustry relief  act.  With  this  kind  of 
help  from  Washington,  steel  has  lost 
to  oil  its  perennial  title  as  the  num- 
ber-one whipping  boy  in  big  business. 
Most  of  the  press  coverage  of  the 
Act  has  centered  on  its  trade  conces- 
sions to  the  Soviet  Union  and  the  re- 
lated issue  of  Jewish  emigration  from 
Russia.  The  original  broad  purpose 
of  the  Act  was  to  give  U.S.  trade  ne- 
gotiators   additional   clout   in   forcing 


foreign  countries  to  stop  discriminat- 
ing against  U.S.  exports  under  pain  of 
losing  trade  concessions  from  the  U.S. 

What  the  steel  lobbyists  did  was  to 
capitalize  on  Congress'  worry  about 
employment  in  steel  in  order  to  af- 
fect the  wording  of  several  specific 
clauses  in  the  Act. 

One  special  goody  for  steel  is  an 
immunity  from  penalties  under  the 
Federal  Trade  Commission  Act  or  the 
Antitrust  Acts  for  the  foreign  steel 
producers  who  participated  with  the 
State  Department  in  the  old  volun- 
tary agreement  to  limit  steel  imports 
into  the  U.S.  The  agreement  expired 
on  Dec.  31;  and  one  reason  it  was 
not  renewed  was  that  foreign  pro- 
ducers were  worried  about  antitrust 
penalties,  following  a  suit  by  Con- 
sumers Union. 


Another  victory  for  steel  was  in  Ti- 
tle 5,  which  grants  duty-free  entry 
on  many  items  from  developing  coun- 
tries; import-sensitive  steel  articles 
are  specifically  ruled  out. 

The  Act  also  instructs  U.S.  trade 
negotiators  to  work  out  arrangements 
on  an  industry-by-industry  basis  to  the 
maximum  extent  feasible.  Steel  fought 
for  this  "sector"  approach  because  it 
wanted  to  be  sure  that  its  special  in- 
terests were  not  submerged. 

There  are  several  other  clauses 
favorable  to  the  steel  industry.  Not 
the  least  is  the  setting  up  of  an  In- 
dustry Policy  Advisory  Committee  to 
advise  President  Ford's  Special  Trade 
Negotiator;  Armco  Steel  Chairman 
C.  William  Verity  Jr.  is  a  member. 
This  new  committee  will  give  busi- 
nessmen a  greater  voice  in  the  trade 
negotiations  than  they  have  ever  had. 

Steel  lobbyists  also  saw  to  it  that 
tougher  sanctions  against  dumping  of 
foreign  steel  were  written  into  the 
Act.  The  time  period  for  government 
action  has  been  dramatically  short- 
ened, and  U.S.  industry  has  the  right 
of  judicial  appeal  if  the  Government 
decides  against  it. 

Steel  also  corrected  what  it  re- 
garded as  yet  another  defect  in  the 
old  bill.  The  old  bill  did  permit  in- 
dustries, firms  or  groups  of  workers 
to  complain  when  they  felt  they  were 
hurt  by  foreign  competition,  even  if 
the  competition  could  not  be  official- 
ly classified  as  "dumping."  But  there 
were  no  teeth:  The  President,  in  the 
interests  of  overall  foreign  policy, 
could  ignore  the  Tariff  Commission's 
findings.  The  new  Act  requires  the 
International  Trade  Commission  (the 
new  name  for  the  Tariff  Commission) 
to  recommend  a  remedy  to  the  Presi- 
dent, making  it  harder  for  him  to 
ignore  the  findings,  since  he  must  act 
or  explain  why  the  proposed  remedy 
is  not  in  the  national  interest. 

The  new  trade  Act  certainly  does 
not  guarantee  that  a  worldwide  de- 
pression will  spare  the  U.S.  steel  in- 
dustry. But  it  provides  a  degree  of 
insulation  that  did  not  exist  before. 
This,  together  with  the  industry's 
greatly  strengthened  international 
competitive  situation,  will  go  a  long 
way  to  averting  the  kinds  of  pres- 
sures, that  so  badly  hurt  the  industry 
in  the  Sixties  and  early  Seventies.  ■ 
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After  The  Lean  Years,  The  Good  Years? 


An  interview  with  U.S.  Steel  Chairman  Edgar  B.  Speer. 


Sure,  steel  will  be  down  this  year,  he  concedes,  but  1975  will  still 
be  relatively  good— and  so  will  the  years  immediately  ahead. 


Like  a  row  of  tenpins,  the  "short- 
age" industries  have  fallen  victim  to 
the  gathering  momentum  of  the  world 
recession;  industries  like  lumber,  pa- 
per, plastics  and  copper.  But  steel, 
formerly  the  first  industry  to  suffer,  is 
so  far  holding  up  well.  This  is  the 
more  remarkable  in  view  of  the  bat- 
tered state  of  some  of  steel's  best 
customers:  autos  and  appliances. 

Is  this  truly  a  new  era  for  steel? 
Can  the  long-depressed  industry  con- 
tinue to  outperform  other  industries 
in  its  profit-showing?  Forbes  recently 
put  this  and  other  questions  to  U.S. 
Steel  Chairman  Edgar  B.  Speer. 

Your  predecessor,  retired  Chairman 
Edwin  H.  Gott,  predicted  to  Forbes 
in  1970  that  U.S.  Steel  would  surpass 
its  earnings  peak  of  1957— $7.33  a 
share.  Last  year  his  prediction  came 
to  pass;  at  the  nine-month  mark,  Big 
Steel  earned  $8.56  a  share.  Now,  Mr. 
Speer,  how  about  a  prediction  of  your 
own.  Will  U.S.  Steel  stock  ever  again 
get  back  to  its  old  price  of  $108  a 
share?  It  is  now  around  40. 

Speer:  Of  course,  I  think  our  stock 
price  will  break  the  old  record.  All" 
it  would  take  is  two  or  three  con- 
secutive years  with  earnings  of  over 
$10  per  share.  That  would  restore  in- 
vestor confidence  and  raise  our  price/ 
earnings  ratio. 

But  wont  your  earnings  sag  way 
down  this  year  in  the  recession? 

Speer:  The  economy  is  in  serious 
trouble.  'But  I'm  sure  steel  will  hold 
up  well*  relative  to  the  rest  of  the 
economy  in  1975  because  steel  growth 
is  related  to  our  highest  national  pri- 
orities. That's  the  reason  why  steel 
shipments  already  have  been  near 
capacity  while  the  markets  for  auto- 
mobiles and  appliances  are  dead. 

I'm  the  biggest  optimist  around, 
but  I  think  shipments  will  be  over 
100  million  tons  in  1975,  down  only 
about  8%  from  1974.  That  wouldn't 
be  too  bad,  because  we've  been  run- 
ning flat  out  for  two  years  and  we 
could  use  a  little  slack  for  mainten- 
ance like  relining  furnace  bricks  or 
rebuilding  in  process  inventories. 


Just  what  are  these  national  priori- 
ties that  will  chew  up  so  much  steel 
that  they  can  offset  a  disaster  in  autos 
and  appliances? 

Speer:  Increased  energy,  increased 
food,  improved  transportation,  urban 
renewal.  For  example,  let  me  just  take 
you  through  one— expanding  our  agri- 
cultural food  production.  That  means 
steel  for  fences,  bailing  wire,  more 
farm  equipment,  more  fertilizer,  pack- 
aging materials,  more  transportation 
to  market  the  goods.  Or  expanding 
energy.  Coal  is  a  disaster  if  we  don't 
expand  capacity.  We  ourselves  have 


many  logical-seeming  questions  are 
really  silly  when  you  know  the  eco- 
nomic reality ) :  There  are  limits  to 
what  we  can  do  in  the  way  of  ex- 
panding. When  imports  came  in  and 
our  profits  were  so  low,  we  had  to 
hoard  our  capital  and  be  very  careful 
of  our  spending  priorities.  So  our 
suppliers  had  to  slim  down  to  survive 
too,  just  as  we  their  customers  had. 
So  now  you  have  a  situation  where 
people  in  the  business  of  making  coke 
oven  batteries  can  turn  out  just  three 
a  year.  Hell,  U.S.  Steel  alone  needs 
more  than  that,  and  what  about  the 
rest  of  the  industry?  USS'  coke  bat- 


Speer  of  U.S.  Steel 


three  new  mines  coming  on  stream. 
But  the  way  you  add  capacity  in  all 
these  areas  is  not  just  adding  people. 
It  requires  a  lot  of  steel  equipment. 

Railroads.  They  are  another  disas- 
ter. If  there  is  really  any  hope  for 
many  of  them,  they  really  must  be 
rebuilt,  cars,  rails,  the  works.  We 
need  steel  for  new  capacity  for  oil 
and  gas  exploration  and  pipes  to 
transport  the  product.  More  plant  for 
new  chemical  and  steel  output  is  real- 
ly the  only  answer.  You  must  expand 
capacity  and  reduce  scarcity  if  you 
want  to  stem  inflation. 

Won't  steel  overexpand  again? 

Speer:   (laughing  politely  because  so 


teries  have  an  average  age  of  23.5 
years,  and  the  life  expectancy  of  a 
coke  oven  battery  is  only  30.  We're 
going  to  need  a  lot  in  the  next  ten 
years  just  to  hold  capacity  level. 
Blast  furnaces  are  the  same  way. 
Industry  people  kept  building  finish- 
ing equipment.  Now  they'll  need  a 
lot  of  new  furnaces,  and  no  one  left 
around  has  the  capacity  to  make  them 
to  anywhere  near  the  degree  they're 
needed.  As  a  matter  of  fact,  I  per- 
sonally believe  that  15%  of  the  ca- 
pacity of  the  American  steel  indus- 
try is  currently  marginal  or  obsolete. 
Now  Senator  Proxmire  claims  that 
capacity  is  160  million  tons  of  melted 
raw  steel.  I'm  doubtful  it's  more  than 
150   million  tons.    Even   so,   replace- 
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Tools  for  todays  decision  makers. 


\*    Whether  to  consummate 
...or  kill.. .a  potential 
business  combination 
is  a  difficult  question. 


If  your  company  is  verging  on  merging,  or  considering  a 
sale  or  acquisition,  you'll  welcome  the  comprehensive  report : 
'Mergers  and  Acquisitions'.'  Discusses  ways  to  structure 
combinations;  tells  how  to  avoid  many  of  the  traps  and  pitfalls 
on  the  way  to  a  deal.  Yours  for  the  asking. 

Write:  Dept.200, 1645  Beverly  Blvd.,  Los  Angeles, 
California  90026.  Or  contact  your  area  M/S  office. 

appraisals  by 
Marshall  and  Stevens 

Offices  around  the  world   ttl  A  Unionamerica  Company 


Many  prefer  our 
chromophores  for  their 
brilliance, 

but  few  are  aware  of  our 
financial  performance. 


Now's  the  time  to  read  our  1 974  Annual  Report 

Write  or  ring  Bob  Davies.  SYNALLOY  CORPORATION, 

Dept.  F-2,  Box  5627.  Spartanburg.  S  C  29301 ,  (803)585-3605 
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ment  of  \5%  of  my  figure  would  be 
22.5  million  tons  of  new  capacity  sim- 
ply to  replace  outmoded  capacity. 

Okay.  Overexpansion  is  not  a  real 
threat.  But  what  about  basic  demand? 

Speer:  I  think  demand  will  hold  up 
because  of  the  relationship  of  steel 
to  our  national  priorities.  I  think  we 
will  have  a  five-year  period  when  pro- 
ductive capacity  will  not  increase  sig- 
nificantly—maybe 1035  when  you  take 
into  consideration  the  equipment  that 
must  be  retired. 

Of  course,  we  will  always  have 
waves  in  steel.  I'm  just  saying  we  are 
in  for  the  best  five  to  ten  years  in  our 
history.  We  steel  people  always  have 
our  own  cycle  and  always  will  have. 
But  right  now  there's  a  shortage,  and 
there  will  probably  continue  to  be  one 
for  the  next  five  years  or  so. 

By  the  way,  there  are  other  limi- 
tations on  expanding  capacity.  For- 
tunately U.S.  Steel  has  a  lot  of  raw 
materials— but  today  you  must  con- 
sider that.  For  us— unlike  others— it's 
mainly  just  the  energy. 

How  did  it  happen  that  U.S.  Steel 
got  into  this  position  of  having  plenty 
of  ore  and  coal  and  the  other  raw 
materials? 

Speer:  When  foreign  steel  flooded 
our  market  and  our  currency  was  so 
inflated  that  we  couldn't  compete, 
spending  for  additional  finishing  ca- 
pacity didn't  seem  too  attractive  eco- 
nomically. But  we  wanted  a  piece  of 
the  growth  we  saw  in  world  steel. 
So  we  decided  the  way  would  be  to 
become  a  supplier  of  raw  materials. 

Getting  back  to  expansion.  In  1974 
we  spent  in  the  neighborhood  of  $1 
billion  in  our  capital  program.  But 
don't  let  the  inflated  dollar  amount 
fool  you.  That  $1.25  billion  in  terms  of 
what  it  will  buy  us  in  equipment  is 
only  the  equivalent  of  $413  million  in 
1955.  The  $5  billion  the  industry  will 
spend  every  year  is  equivalent  in  buy- 
ing power  to  $1.3  billion  in  1955 
dollars— what  the  industry  has  often 
spent  in  the  past. 

How  can  you  finance  all  this? 

Speer:  Take  a  look  at  our  balance 
sheet.  Our  debt-to-total-capital  ratio 
[27X]  is  in  line  with  most  American 
companies  and  it  is  much  lower 
than  that  of  many  foreign  steel  com- 
panies. Foreign  plant  built  after  the 
World  War  II  devastation  is  get- 
ting old  and  needs  to  be  replaced. 
Why  not  ask  them  where  they  will 
get  the  money  to  replace  it? 

Okay.    So    the    foreigners    arc    m 
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worse  shape  for  a  change.  But  I'm 
asking  about  you. 

Speer:  We  can  borrow  the  needed 
money  to  expand,  but  we  can  only 
borrow  if  we  are  making  good  money 
consistently.  One  flash-in- the-pan  year 
is  not  going  to  convince  lenders. 

Does  that  explain  your  attempt  to 
get  a  big  price  increase  when  you  al- 
ready have  record  profits? 

Speer:  Over  the  year  we  have  suf- 
fered increased  costs,  such  as  those 
from  the  coal  settlement  and  also 
cost-of-living  adjustments,  plus  price 
increases  in  what  we  purchase. 

But  what  about  the  negative  pub- 
lic relations  aspects  of  all  this? 

Speer:  Look.  Our  earnings  have  come 
up  from  about  last  of  all  industry 
groups  to  the  point  where  they  are 
only  about  average,  and  I  told  you 
those  profits  don't  buy  what  dollars 
used  to.  In  order  to  generate  the  capi- 
tal required  to  expand,  we  will  have 
to  continue  to  show  average  or  above- 
average  profits. 

Of  course,  steel  will  always  have 
political  problems  raising  prices. 

Speer:  We  always  get  into  trouble 
no  matter  what  we  do.  If  we  raise 
prices,  they'll  holler.  If  we  leave  them 


alone,   they  want  them  rolled   back. 

In  spite  of  the  political  problems, 
your  labor  situation  has  certainly  im- 
proved with  the  steel  workers  agree- 
ing not  to  strike  at  least  until  1980. 

Speer:  Heath  Larry  [U.S.  Steel  vice 
chairman]  says  the  reason  the  two 
sides  did  get  together  was  we  real- 
ized we  both  faced  disaster. 

Our  dollar  devaluations  and  the 
upward  revaluation  of  the  mark  and 
the  yen  also  helped  steel  more  than 
almost  any  other  industry. 

Speer:  Now  we  have  the  lowest-cost 
steel  in  the  world,  and  this  will  be  a 
great  advantage. 

That  doesn't  mean  the  foreigners 
can't  grab  a  bigger  piece  of  the  U.S. 
market  if  they  are  prepared  to  sell  at 
a  loss.  Or  will  the  new  Trade  Act 
prevent  this? 

Speer:  Our  new  Trade  Act,  if  it  is 
administered  properly,  will  reverse 
the  old  import  process.  Rather  than 
dumped  foreign  steel  being  the  fly- 
wheel and  our  producing  what  for- 
eign industry  can't  supply,  imports 
will  produce  what  our  domestic  in- 
dustry can't  supply.  This  is  the  way  it 
works  in  every  other  major  steel-pro- 
ducing country. 

But  it  is  true:  There's  a  new  wild 


card  no  one  can  figure  out  yet  in 
the  steel  imports  game.  The  energy 
crisis  has  sharply  worsened  the  bal- 
ance of  payments  for  all  industrial 
steel-exporting  nations.  And  let's  face 
it:  Abroad  the  government  is  gen- 
erally in  partnership  with  the  steel  in- 
dustry. In  the  past  those  governments 
gave  certain  incentives  to  industry  to 
encourage  steel  exports.  Can  they  do 
it  now?  I  don't  know. 

Could  you  sum  up  how  you  see 
steel  in  this  very  difficult  year? 

Speer:  I  don't  think  autos  will  re- 
cover in  1975.  I  also  doubt  whether 
housing  starts  will  pick  up  until  the 
fourth  quarter— if  even  then.  For 
that  reason,  the  appliance  market  will 
also  be  very  slack.  Heavy  construc- 
tion [as  opposed  to  residential]  has 
few  new  orders  coming  in,  but  in  this 
economy,  that  can't  persist  long.  On 
the  positive  side,  our  American  Bridge 
division  has  a  present  backlog  where 
we  can  kill  the  next  18  months  with- 
out another  order.  With  more  land 
being  tilled  this  year,  agricultural 
business  should  be  strong,  and  thus 
so  should  containers.  Pipe,  oil  coun- 
try goods,  such  as  platforms,  will  be 
flat  out.  For  a  lot  of  these  national- 
priority  lands  of  steel,  most  of  the  or- 
ders on  our  books  go  out  as  far  as 
24  months. 

Overall,  not  a  bad  prospect.  ■ 


What  Other  Steelmen  Think 

The  industry  is  nervous  about  the  economy, 
but  still  optimistic  about  its  own  prospects. 


Like  all  husinessmen  these  days, 
steelmen  are  getting  edgy  over  eco- 
nomic prospects  for  1975.  Yet,  like 
U.S.  Steel's  Speer,  they  maintain  a 
strong  note  of  optimism  for  steel. 

"Heavy  industry,"  says  William  R. 
Roesch,  Kaiser  Industries  president, 
"will  do*  well  despite  the  recession 
hitting  other  segments."  He  agrees 
with  Speer:  "More  steel  will  be 
needed  for  food,  transportation  and 
energy,"  says  Roesch,  shying  from 
talk  of  a  long-range  shortage  of  steel. 
"Premium  prices  will  have  to  be  paid 
for  marginal  incremental  quantities  in 
periods  of  high  demand.  At  such  times 
there  will  be  a  shortage  of  domestic 
steel  at  domestic  prices  and  unstable 
delivery  schedules." 

No  one  expects  to  see  1975  as  good 
a  year  as  1974.  "This  is  going  to  be 
a  down  year  for  steel,"  says  Armco 
Steel  Chairman  C.  William  Verity  Jr. 
"The  low  point  will  be  after  the  mid- 


dle of  the  year,  with  shipments  down 
15%  to  20%  in  the  first  half."  But  he 
looks  for  an  end  to  inventory  liquida- 
tion in  the  second  half,  and  adds: 
"There  are  still  shortages.  In  tubular 
[oil]  products;  plates  for  shipbuild- 
ing; structural  and  bars.  In  oil  goods, 
when  someone  cancels  an  order,  there 
are  three  others  to  pick  up  the  slack." 
Overall,  says  Verity,  "we  have  cut 
back  on  some  shifts,  but  we  haven't 
laid  off  anyone  yet.  Fundamentally, 
there  is  still  a  shortage  of  steel." 

Republic  Steel  President  William 
J.  De  Lancey:  "We  are  still  looking 
at  a  situation  where  the  problem  is 
more  getting  the  materials  to  make 
steel  than  in  getting  the  orders.  Coal 
is  tight.  Some  of  the  alloying  ma- 
terials aren't  very  abundant.  Our  in- 
ventory of  many  materials  is  the  low- 
est it  has  been  since  the  1959  strike. 

"We  are  preparing  for  a  pretty 
strong    year.    We    are    not    cutting 


back  any  on  our  construction  plans." 
Steelmen  concede,  of  course,  that 
a  true  worldwide  depression  could 
send  imports  crashing  back  into  the 
U.S.;  October  imports,  at  2.1  million 
tons,  were,  in  fact,  the  highest  since 
June  1971.  Significantly,  importers  of 
foreign  steel  are  no  longer  quoting 
prices  way  above  U.S.  prices.  "Stain- 
less steel  import  prices,"  says  Colt  In- 
dustries Chairman  George  A.  Strich- 
man,  "now  sell  at  our  price.  The  im- 
porters are  trying  to  get  an  edge  by 
quoting  on  the  basis  of  no  price  in- 
creases for  some  time.  But  the  situa- 
tion will  bear  constant  watching." 

Nevertheless,  nearly  every  steelman 
interviewed  by  Forres  pointed  out 
that  U.S.  steel  manufacturing  costs 
are  the  lowest  in  the  world;  massive 
imports  could  be  sold  only  if  the  for- 
eigners were  prepared  to  absorb  big 
losses.  At  which  point,  of  course,  the 
industry  would  look  to  the  U.S.  Gov- 
ernment for  help. 

Provided  that  the  recession  doesn't 
turn  into  a  real  depression,  steel  prof- 
its should  remain  high  this  year— 
though  down  from  1974.  The  rest  of 
the  Seventies  should  be  a  relatively 
prosperous  time  for  steel.  ■ 
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Last  year  Southern  Pacific  carried 

We've  always  made  track* 


In  15  years  our  overall  container  and 
trailer  loadings  have  increased  141%. 
There's  good  reason.   It's  more 
efficient  to  ship  many  kinds  of  freight 
this  way.  It  saves  fuel  and  it  saves 
our  customers  time  and  money. 

We  expect  our  intermodal  traffic 
to  keep  growing.  With  continuing 
inflation,  energy  and  environmental 
problems,  intermodal  transportation  is 
becoming  more  and  more  a  necessity. 


And  we're  meeting  it.   Not  only 
with  trains  that  deliver  238  tons  per 
mile  per  gallon  (4  times  that  of 
trucking,  125  times  that  of  air),  but 
throughout  our  whole  system. 

We've  made  major  improve- 
ments on  intermodal  terminals  at 
Dallas,  Oakland  and  Phoenix,  and 
we're  expanding  our  terminals  at 
Houston  and  New  Orleans.   Improve- 
ments at  Portland,  Memphis,  East 


St.  Louis  and  San  Francisco  are 
being  planned. 

Our  rail  lines  offer  servkj 
through  36  points-of-entry    mo 
than  any  other  railroad  in  the  na 
Sixteen  sea  ports  from  Portland 
San  Diego  on  the  West  (  oast     I 
more  from  Brownsville  to  New 
Orleans  on  the  Gulf  Coa-t.   Plus 
border  crossings  between  t In- 
United  States  and  Mcxii  o 


over  300,000  units  piggyback 
Avith  good  ideas. 


fotrrwiw  Pacific 


f  oyTHC»*   Pacific 


Ssunttiw  Pkwic 


Computerized  rail  freight 
^sification  terminals  improve 
ripment  utilization.  And  they  speed 

!~  pments  by  reducing  terminal  time, 
n  $39  million  West  Colton  Yard 
ir  Los  Angeles,  for  example,  is 
signed  to  classify  cars  over  two 
les  faster  than  the  industry  average. 
Fast-moving  Southern  Pacific 
I  .n-through"  trains  bypass  congested 
nals.  They  stop  only  for  crew 


changes.  They  expedite  direct  service, 
with  connecting  railroads,  to  major 
markets  throughout  much  of  the  U.S. 

Where  our  trains  don't  go  our 
trucks  do-over  27,000  miles  of  high- 
way routes  that  provide  door-to-door 
delivery  in  10  states.   And  our  pipe- 
lines in  the  West  deliver  petroleum 


products  and  coal  slurry  more  effi- 
ciently than  either  trains  or  trucks. 

We  want  to  provide  our 
customers  with  freight  services  that 
best  suit  their  needs.  And  we're 
doing  it. 


We're  making  tracks  for  the  future. 


One  Man's  Poison 

White  Consolidated's  Ed  Reddig 

tells  why  he  is  anxious  to  buy  Westinghouse's 

red-ink  appliance  business. 


\  \(  ation  past,  the  kids  were  gone 
from  the  sand  in  front  of  Palm  Beach's 
majestic  old  Breakers  Hotel,  but  Ed 
Reddig,  70,  sat  in  the  sun  in  yellow 
slacks  and  white  tennis  shoes,  his  ex- 
cited Missouri  twang  rasping  over  the 
empty  beach,  telling  a  Forbes  report- 
er the  details  of  his  latest  deal,  for 
White  Consolidated  Industries  to  buy 
Westinghouse  Electric's  major-appli- 
ance business. 

For  Westinghouse  it  made  great 
sense.  Its  appliance  business,  in  the 
red,  was  a  steady  drain  on  capital 
and  executive  manpower.  Westing- 
house would  take  a  big  loss,  but  could 
concentrate  on  the  things  it  does  best. 

But  why  should  Ed  Reddig  buy 
$700  million  worth  of  trouble  for  his 
conglomerate,  a  maker  of  home  appli- 
ances and  industrial  products?  Every- 
body knows  the  appliance  manufac- 
turing business  is  off  now,  its  white 
goods  segment— refrigerators,  washing 
machines,  dishwashers  and  the  like- 
dominated  by  two  giants,  General 
Electric  and  Whirlpool.   Ford  pulled 


out  years  ago,  and  even  General  Mo- 
tors' Frigidaire  is  having  a  rough  go. 
Ed  Reddig  isn't  frightened.  In  18 
years  he  has  built  White  from  a  tiny 
sewing  machine  maker  to  a  $l-billion- 
sales  combine  consisting  of  over  35 
companies.  Ed,  an  Arthur  Andersen 
alumnus,  knows  his  finance  as  well 
as  his  manufacturing.  He  has  trans- 
formed money-losing  companies  into 
efficient  money-makers.  Through  such 
acquisitions,  White  already  does  a 
$500-million  business  in  appliances 
under  such  old  names  as  Kelvinator, 
Franklin  and  Gibson. 

Giant  Step 

But  this  deal  is  much  bigger.  In 
one  swoop  it  would  more  than  double 
White's  appliance  business  and  add 
60%  to  overall  volume. 

"Include  Canadian  and  overseas," 
Reddig  began,  "and  the  sales  of  the 
Westinghouse  appliance  group  are 
over  $700  million.  We  figure  they've 
been  losing  over  $20  million  a  year 
in   that   division.    But   a   merger   that 


looks  big  can  be  much  smaller  when 
you  know  the  territory. 

"Our  appliance  sales  are  already 
over  $500  million,  and  it's  the  same 
damn  metal-forming  business.  We've 
had  only  one  guy  through  their 
plants,  but  I  think  I'll  know  what  I'll 
find,  down  to  the  last  bolt,  when  we 
get  in.  For  instance,  they  make  a 
good  dishwasher.  We  sell  one,  but 
buy  it  outside.  We  make  some  elec- 
tric ranges  they  don't.  They've  got  a 
dealer  setup,  we're  heavy  in  private 
label.  We  think  it's  a  perfect  fit." 

Reddig  made  that  "fit"  point  to 
Westinghouse's  Don  Burnham  in  a 
meeting  Burnham  had  asked  for  early 
last  year  at  Westinghouse's  Pittsburgh 
offices.  "I  was  really  flying  high,"  says 
Reddig,  recalling  the  invitation.  Be- 
fore stepping  down  from  the  chief 
executive  spot,  Burnham  told  Reddig, 
he  wanted  to  clear  up  Westinghouse's 
major  problem  areas.  Big  appliances 
led  the  list. 

"Westinghouse  had  become  a  con- 
glomeration," says  Reddig.  "They  had 
a  car  rental  agency,  the  learning  busi- 
ness, a  record  club.  Their  managers 
had  to  deal  with  too  many  products 
they  knew  little  about.  Boy!  I  would 
have  sold  off  most  of  that  stuff  the  day 
after  I  bought  it." 

The  takeover,  if  the  Justice  Depart- 
ment doesn't  block  it,  and  if  Italy, 
Spain  and  Venezuela  approve,  is  be- 


No  Time  To  Waste 

With  textiles  in  trouble,  Springs  Mills' 

Chairman  Close  wants  to  add  consumer  expendables— fast. 


Just  above  a  12-gauge  shotgun  that 
leans  casually  against  the  wall  in  his 
Fort  Mills,  S.C.  office,  Springs  Mills 
Chairman  William  Close,  55,  has 
hung  a  sign  that  reads:  "Soyez  bref, 
vos  minutes  sont  aussi  precieuses  que 
les  notres!" 

Quite  appropriate,  that  sign.  For 
the  birds  he  uses  the  shotgun  on;  for 
long-winded  visitors  who  make  the 
mistake  of  asking  for  a  translation 
(freely,  "Make  it  quick,  your  time  is 
as  valuable  as  ours!");  and  for  Bill 
Close  himself. 

Fast  reaction  time  is  always  crucial 
in  the  textile  business,  of  course,  es- 
pecially this  year.  "I  see  a  very  weak 
textile  market  for  1975,"  says  Close. 
"Hell,  it's  with  us  now!  The  depart- 
ment store  buyer  today  is  saying,  Til 
buy  hand-to-mouth.'  The  January 
white  sales  will  be  a  clinker.  I  think 
you'll  see  some  bare  retail  counters 
come  March." 

The  last  thing  Springs  Mills  needs 


is  another  clinker.  Over  the  past  five 
years,  Springs'  return  on  equity  has 
averaged  only  5.4%,  well  below  av- 
erage even  in  the  textile  industry.  Last 
year,  a  so-called  "good"  year  for  the 
industry,  the  company  did  a  little  bet- 
ter with  a  return  of  8.5%.  But  that 
was  still  way  below  the  industry 
median  of  10.5%,  which  in  turn  failed 
to  keep  pace  with  inflation.  If  1975 
is  going  to  be  a  clinker,  Springs  Mills 
could  wind  up  gushing  red  ink  like  a 
pheasant  full  of  buckshot. 

But  not  if  Bill  Close  has  anything 
to  say  about  it.  "We'll  ride  it  out,"  he 
says  confidently.  "We'll  do  as  well  as 
anyone  else  in  this  business,  and  bet- 
ter than  most." 

He  might  just  be  right.  Why?  Be- 
cause there's  more  than  sheets  and 
pillowcases  ("the  playground  of 
America,"  as  Col.  Elliot  Springs' 
famous  ads  used  to  call  them)  to 
Springs  Mills  these  days.  Specifically, 
s  Seabrook  Foods,  acquired  for 


a  borrowed  $35.3  million  in  early 
1973.  Last  year,  with  sales  up  3%,  to 
$100  million,  Seabrook  accounted  for 
about  17%  of  sales  «nd  almost  15%  of 
earnings  for  Springs  Mills. 

Seabrook,  of  course,  has  never  been 
a  profit  leader  in  specialty  foods.  But 
that  doesn't  bother  President  and  Co- 
Chief  Executive  Peter  Scotese  in  the 
slightest.  "Beatrice  Foods  might  look 
at  Seabrook  and  exclaim,  'Holy  mack- 
erel! Who  wants  Seabrook?' "  says 
Scotese.  "But  Beatrice  is  up  here  [a 
1974  return  on  equity  of  16.3%]  look- 
ing down  on  Seabrook,  which  is  be- 
low their  standards.  We're  down  here 
[a  1974  return  of  8.5%]  looking  up 
at  Seabrook,  and  it's  above  our  pres- 
ent standards." 

Besides,  he  goes  on,  buying  small 
also-rans  with  potential  at  bargain 
prices  is  much  safer  and  produces 
quicker  results  than  paying  a  fancy 
price  for  a  proven  profit-maker.  "Look, 
if  Revlon  wants  to  reach  out  and  pay 
a  hell  of  a  price  for  a  company  whose 
potential  growth  is  six  or  seven  years 
out,  fine!  Revlon  can  afford  it.  But 
we  can't  afford  to  shoot  craps  for  that 
kind  of  company  at  this  stage  in  our 
development.  We'd  break  Springs  if 
we  were  wrong." 
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Reddig  of  White  Consolidated 

lieved  to  involve  over  $200  million 
in  assets— with  Westinghouse  keeping 
more  than  $100  million  in  receivables. 
White  will  pay  with  a  package  of 
cash,  debentures  and  preferred,  and 
won't  be  laying  out  much  over  $200 
million.  In  short,  the  price  is  right. 

"I  think  we'll  be  paying  a  fair 
price,"  says  Reddig.  "A  director  might 
regard  it  as  high,  the  way  the  ap- 
pliance business  has  slumped  in  the 
past   60   days.   We've   all  had  fancy 


offers  from  the  Arabs,  or  people  who 
say  they're  speaking  for  the  Arabs. 
But  I  believe  in  keeping  your  produc- 
tion in  the  hands  of  Americans.  We 
feel  we're  best  situated  in  the  U.S.  to 
take  them  over.  It  could  free  up  $400 
million  for  Westinghouse  next  year, 
what  with  the  receivables,  if  they 
sell  off  our  paper.  And  there  are 
tax  benefits." 

But  won't  the  Westinghouse  ap- 
pliance earnings  drain  hurt  White, 
which  is  looking  for  $3.20  a  share  this 
year  after  $3-20%  on  equity-in  1974? 

"Yeah,  I  might  look  like  a  whale 
with  his  belly  caught  in  the  sand  if 
it  wasn't  for  our  industrial  equipment 
side.  But  we're  backed  up  with  orders 
for  valves  and  regulators.  Our  ma- 
chine tool  orders  are  holding  up.  And 
Blaw-Knox  is  working  on  tank  turrets 
for  Chrysler  to  replace  turrets  de- 
stroyed in  the  last  Arab-Israeli  war. 

"That  earnings  loss  is  a  big  one. 
Usually  it  takes  us— or  at  least  we 
program— a  year  to  turn  a  company 
around.  This  one  might  take  three." 

Reddig  is  known  as  a  tough  man. 
He  makes  money  where  others  fail 
because  he  keeps  costs  and  overhead 
low— "And  we  work  like  hell!"  he  says. 
What  does  he  have  in  mind  for  his 
Westinghouse  acquisition? 

"We  don't  plan  to  close  down  any 
plants,"  he  replies.  "But  they've  got 
all   kinds   of  products   in   them,   like 


commercial  washers,  stereos— every- 
body's in  stereos— microwave  ovens, 
dehumidifiers.  There  might  be  a  lit- 
tle more  humidity  in  their  plants  this 
time  next  year." 

White's  present  approach  is  to 
streamline  production  of  electric 
ranges  in  the  Kelvinator  plants,  re- 
frigerators and  air  conditioners  in  the 
Gibson  plants,  laundry  machines  in 
the  Franklin  plants.  The  sales  groups 
are  separate,  but  offer  all  lines.  Will 
Westinghouse  be  melted  into  this  sys- 
tem? "I  think  so,  although  I've  got 
to  take  a  closer  look." 

One  thing  Reddig  hopes  for  is  more 
private-label  business:  "I  figure  I 
have  no  enemies  in  getting  customers. 
We're  over  60%  private  label.  [White 
sells  to  Sears,  Ward  and  Penney 
among  others.]  I  think  I  can  see  ways 
I  can  boost  these  sales  up  over  $1 
billion  soon." 

The  deal  will  leave  White  much 
bigger  but  far  from  dominant  in  ap- 
pliances. Says  Reddig:  "GE  has  about 
40%  of  the  market,  and  Whirlpool, 
which  largely  serves  Sears,  has  about 
20%.  I  believe  we'll  have  about  12% 
averaged  out.'* 

Reddig's  parting  words  to  the 
Forbes  reporter:  Don't  mark  me 
down  as  being  shy  about  acquisitions 
in  the  industrial  area.  "I'd  like  to  pick 
up  another  $1  billion  in  sales  there 
too,"  he  says.  ■ 


Close  and  Scotese  would  love  more 
acquisitions  like  Seabrook,  and  the 
sooner  the  better.  "If  there  are  ever 
going  to  be  bargains,  they're  here, 
now!"  says  Close.  "Go  get  'em,  we. 
say.  And  that's  what  our  investment 
banker  says.  It  could  be  canned  goods, 
or  frozen  foods— any  consumer  item 
people  can't  take  home  and  keep  for 
ten  years,  like  sheets!" 

With  a  low  0.4  debt-to-equity  ratio, 
and  no  short-term  debt  at  all,  Springs 
has  the  leveraging  potential  to  go 
company-shopping,  too. 

Birthright 

Meanwhile,  however,  there's  the 
fast-drooping  textile  business.  For  Bill 
Close,  whose  family  still  owns  around 
60%  of  Springs  Mills,  backing  away 
from  textiles  isn't  easy.  But  it's  back 
away  or  perish,  as  he  sees  it.  Says 
Close:  "This  industry's  got  to  shrink. 
The  auto  industry  is  in  trouble,  but 
there  are 'only  three  companies.  In 
textiles  there  are  700  or  more.  There 
are  100  mills  within  a  100-mile  ra- 
dius of  this  office,  many  of  them 
owned  by  families  sitting  up  there  on 
the  hill.  They  should  have  been  shut 
down  long  ago." 

That's  not  just  talk,  either.  First  to 


go  was  Springs'  long-ailing  tufted  car- 
pet business  (on  which  it  took  a  $2.7- 
million  loss).  "We  made  the  finest 
wool-tufted  carpet  in  the  world,  but 
it  just  didn't  sell.  The  carpet  busi- 
ness is  shucking  out,"  says  Close,  "but 
there  are  still  125  firms  in  it.  Even  if 
we  do  horribly  next  year,  we'll  do  a 
lot  better  without  it."  Then  Springs 
sold  its  terry-cloth  business  to  com- 
petitor J. P.  Stevens,  and  improved  its 
cash  position  by  $37  million-$18.2 
million  on  the  sale,  the  rest  in  inven- 
tory and  receivables.  "Cannon  Mills 
owns  between  45%  and  60%  of  the 
terry  business,"  Close  explains,  "de- 
pending on  who's  doing  the  talking. 
Stevens  was  going  around  with  $25 
million-plus  in  volume,  and  we  were 
sitting  with  only  $12  million  to  $15 
million.  We  and  Stevens  were  knock- 
ing each  other  cold.  And  Cannon  was 
keeping  the  business! 

"Actually,  we  could  have  bought 
Stevens,"  he  adds.  "But  we'd  have 
been  buying  too  many  headaches." 
There  was  a  nonrecurring  headache 
in  the  form  of  a  $2.9  million  loss  on 
terry  operations,  bringing  the  total 
loss  on  discontinued  operations  to 
$5.6  million  (65  cents  a  share). 

"Initially,  I  think  Bill  would  have 


preferred  to  diversify  within  textiles 
exclusively,"  adds  Scotese,  an  Indian 
Head  alumnus.  "But  historically 
there's  no  reason  to  believe  we  can 
do  in  textiles  even  as  well  as  the  av- 
erage of  all  manufacturers.  The  in- 
dustry traditionally  just  doesn't  afford 
a  return  that  enables  us  to  get  back 
the  cost  of  capital." 

"Domestically,"  counters  Close.  "It's 
a  different  story  overseas.  Lots  of 
people  don't  agree  with  me,  but  the 
garment  manufacturers  are  going  to 
have  to  keep  leaving  the  country. 
And  when  they  move,  we've  got  to, 
too."  So  Springs  is  beefing  up  its  for- 
eign textile  business— a  majority- 
owned,  $16.7-million  mill  in  Indone- 
sia, joint  ventures  in  Morocco  and 
the  Sudan,  in  addition  to  99%-owned 
Springs  International,  the  European 
marketing  operation.  "That's  what  I'd 
love  to  expand  over  the  years,"  says 
Close.  "Joint  textile  ventures  overseas, 
in  a  small  way." 

Maybe  some  day  Springs  will  ex- 
pand again  in  domestic  textiles,  Close 
adds  wistfully,  dreaming  of  techno- 
logical breakthroughs  yet  to  come. 
"Some  day  you're  going  to  knit  and 
weave  a  different  way.  That's  when 
we'll  take  off  again!"  ■ 
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Sitting  Pretty 


Are  the  OPEC  members  the  only  beneficiaries 
of  high  oil  prices?  No,  there  are 
companies  like  SEDCO  of  Dallas. 


An  original  Peter  Hurd  portrait  of 
Saudi  Arabia's  King  Faisal  hangs  in 
B.  Gill  Clements'  office.  The  monarch 
is  smiling,  his  expression  appropriate- 
ly benevolent.  "This  high  price  of  oil 
is  certainly  good  for  us,"  says  Clem- 
ents with  a  smile  matching  Faisal's. 

A  33-year-old  Texan  with  crew-cut 
hair,  Clements  is  president  of  Dallas- 
based  SEDCO,  Inc.,  the  U.S.'  largest 
offshore  drilling  contractor.  Over  the 
past  two  years,  SEDCO's  profits  have 
nearly  doubled,  and  earnings  for  the 
first  quarter  of  fiscal  1975,  which  be- 
gan in  July,  were  up  36%. 

With  oil  at  $11  a  barrel  and  the 
whole  world  searching  for  it  in  every 
watery  backyard,  the  high  cost  of  off- 
shore exploration  in  rough  seas  no 
longer  looks  prohibitive.  SEDCO's 
basic  business  is  operating  huge 
ocean-going  drilling  rigs  and  renting 
them  out  to  oil  companies.  It  has  oth- 
er activities— a  money-losing  pipeline 
construction  division  as  well  as  con- 


sulting and  engineering  subsidiaries. 
But  contract  drilling  accounted  for 
70%  of  revenues  and  nearly  all  the 
$24-million  profit  for  fiscal  1974. 

One  big  semisubmersible  rig  can 
cost  over  $50  million  to  build  and 
$50,000  a  day  to  rent,  complete  with 
a  helicopter  pad  and  a  70-man  crew. 
Providing  the  necessary  extras,  like  a 
supply  ship,  divers,  pipe  and  drilling 
supplies,  can  raise  the  daily  operating 
tab  well  above  $75,000. 

Despite  such  costs,  SEDCO  doesn't 
lose  if  it  hits  a  dry  hole.  "Our  cus- 
tomers pay  us  to  use  our  best  efforts," 
Clements  says.  "If  we  don't  drill  a 
foot  in  two  weeks,  they  may  be  sorry. 
But  we  don't  suffer  financially." 

Obviously,  a  company  that  rents 
drilling  rigs  doesn't  operate  like  Avis 
or  Hertz.  SEDCO  seldom  advertises 
and  has  no  salesmen.  Its  21  semisub- 
mersibles  (16  in  service,  five  on  or- 
der) are  being  used  by  seven  major 
oil   companies,    including   British   Pe- 


troleum, Mobil  and  Texaco.  One  pa- 
tron—Royal Dutch/ Shell— has  ten  of 
SEDCO's  largest  units  under  contract. 

"We  never  agree  to  have  a  rig  con- 
structed without  at  least  a  two-year 
noncancellable  contract,"  explains 
Clements.  "Then  we  price  on  a  cash- 
flow basis  so  that  at  the  end  of  that 
time  we've  got  at  least  40%  of  our  in- 
vestment back.  And  the  product  will 
still  last  another  20  years." 

Of  course,  SEDCO  has  competitors 
—among  them  major  outfits  like  The 
Offshore  Co.,  Santa  Fe  International 
and  Zapata.  But  smaller  companies 
often  build  rigs  on  speculation  or  offer 
shorter-term  rentals.  Unlike  most  drill- 
ers—especially its  chief  U.S.  rival, 
Ocean  Drilling  &  Exploration,  which 
is  50%  owned  by  Murphy  Oil — 
SEDCO  never  takes  a  participation 
in  a  well  as  payment  for  its  services. 
That  way  it  minimizes  its  risk  and 
avoids  competing  with  its  customers. 

SEDCO  equipment  is  most  eco- 
nomical for  rough  weather  explora- 
tion in  deep  water.  Right  now  half 
of  its  fleet  is  at  work  in  the  North  Sea, 
where  its  units  do  nearly  one-fourth 
of  all  drilling. 

The  North  Sea,  however,  is  one 
of  the  few  worries  on  SECDO's  im- 
mediate horizon.  A  recent  discovery 
west  of  the  Shetland  Islands  was  dis- 


Where  Are  The  Foreigners? 


The  U.S.  produces  under  a  fifth  of 
the  world's  oil  and  consumes  but  a 
third  of  it.  So  why  should  U.S.  com- 
panies like  SEDCO  and  Odeco  totally 
dominate  world  offshore  drilling? 

Why  indeed,  thought  the  Aker 
Group,  a  consortium  of  some  30  Nor- 
wegian shipbuilding  and  related  com- 
panies set  up  in  1960  to  spur  Nor- 
way's shipbuilding,  but  whose  ma- 
jor goal  has  since  become  developing 
a  leading  position  in  the  offshore  oil 
equipment  industry,  beginning  with 
the  North  Sea  off  Norway  and  Britain. 
Both  where  Aker  has  succeeded  and 
where— so  far— it  has  not  are  equally 
revealing  of  the  hard  realities  of 
world  oil. 

Aker  had  many  advantages,  the 
first  being  a  knowledge  of  the  sea. 
Norway  has  one  of  the  world's  largest 
and  most  modern  merchant  fleets.  It 
owes  much  of  its  modernity  to  the 
government's  grant  of  accelerated  de- 
preciation on  ships— provided  the  re- 
sulting cash  flow  is  used  to  build  more 
ships.  A  drilling  rig,  it  dawned  on 
Aker,  is  like  a  ship;  and  the  tax  au- 
thorities were  kind  enough  to  agree. 

But  how  to  build  a  drilling  rig? 
Aker,  says  Chairman  Onar  Onarheim, 
borrowed  the  knowhow  from  the 
Americans.  With  a  set  of  blueprints 


and  an  order  from  Odeco,  Aker  set  to 
work.  From  that  first  rig  Aker  de- 
signers developed  their  own  cheaper 
model,  lighter  by  1,000  tons  of  steel, 
called  the  H-(for  Haakon) 3.  With 
the  boom  in  North  Sea  oil,  Aker's  or- 
der book  for  the  H-3  swelled  to  26 
rigs  for  delivery  between  1974  and 
1976.  This,  although  rising  costs  now 
make  the  H-3  run  to  $37  million, 
more  than  an  older  SEDCO  700  rig. 

But  the  Norwegians  soon  discov- 
ered that  $50,000-a-day  drilling  rigs, 
unlike  tankers,  are  leased  with  crews 
of  70,  crews  far  more  skilled  than  the 
pick-up  sailors  who  can  man  an  auto- 
mated modern  tanker.  And  nearly  all 
the  world's  skilled  oil  drillers  are 
American. 

Most  of  those  orders  came  from 
venturesome  Norwegian  shipowners 
who,  often  with  U.S.  partners,  looked 
on  rigs  much  as  they  looked  on  tank- 
ers: You  have  them  built,  you  lease 
them  out,  and  in  good  times  you 
make  a  lot  of  money. 

So  the  Norwegians  tried  to  repeat 
what  Aker  did  with  the  drill  rig-only 
to  learn  that  buying  blueprints  is 
easier  than  buying  people.  American 
drillers  can  easily  get  long-term  work 
from  U.S.  companies,  if  not  in  the 
North  Sea  then  on  the  feverishly  ac- 


tive U.S.  drilling  scene.  As  for  train- 
ing Norwegians,  says  one  veteran  still 
with  a  U.S.  company  despite  plenty 
of  Norwegian  offers,  "Not  too  many 
people  want  to  work  themselves  out 
of  a  job."  So  Aker  has  had  to  scratch 
together  crews  by  using  contract  la- 
bor suppliers  or  by  going  into  joint 
ventures  with  U.S.  companies  that 
have  contacts  with  skilled  men.  When 
the  slowdown  in  drilling  work  comes 
to  the  North  Sea— as  early  as  1976, 
perhaps— the  rigs  of  choice  will,  be- 
cause of  the  labor  factor,  be  Annii 
can,  not  Norwegian. 

No   need   to  weep   for  Aker.   The 
North  Sea  has  given  it  a  giant  I 
into  an  industry  sure  to  be  importanl 
for  decades;  it  is  a  $300-million-s ales 
business  with  orders  approaching  $1 
billion,  some  $400  million  of  that  for 
an  advanced  type  of  platform  its  ex 
cellent  designers  have  come  up  with; 
and    offshore    oil    equipment    is    en- 
abling it  to  weather  a  world  depres 
sion  in  tankers,  once  its  only  business. 

But  its  experience  is  a  lesson  to 
those  who  talk  of  acquiring  "tech 
nology"  overnight.  Technology  is  all 
in  the  mind,  but  in  this  case  the  mind 
of  a  Texas,  Oklahoma  or  Louisiana 
oil  driller.  And  that  makes  all  the 
difference. 
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appointing.  Worse,  both  Norway  and 
Britain  are  threatening  taxation  and 
royalty  policies  that  could  cause  some 
oil  companies  to  pull  out  of  the  area. 
Contracts  expire  next  year  on  four  of 
SEDCO's  North  Sea  semisubmers- 
ibles.  Will  those  rentals  be  renewed? 

Clements  doesn't  seem  worried. 
"There's  always  going  to  be  drilling," 
he  says.  "Oil  companies  will  drill 
wherever  the  geological  and  political 
factors  are  the  most  advantageous. 
They  just  put  everything  into  a  com- 
puter and  decide."  He  feels  that  if 
restrictive  tax  policies  limit  activity 
in  the  North  Sea,  exploration— and 
SEDCO  rigs-would  shift  to  North 
America's  continental  shelf,  where 
similar  drilling  conditions  prevail. 

Clements  is  probably  right.  Wil- 
liam Clements,  Gill's  father,  who  left 
the  company  in  1972  to  become  Dep- 
uty Secretary  of  Defense,  founded 
SEDCO  in  1947  with  one  tiny,  land- 
based  drilling  rig.  Despite  its  growth, 
the  company  has  had  idle  equipment 
for  only  two  months  since  then— dur- 
ing 1970  when  most  drilling  was 
stopped  in  the  Gulf  of  Mexico.  Right 
now  a  shortage  of  rigs  is  delaying 
exploration  in  many  areas. 

Even  if  the  world  oil  boom  should 
collapse— an  unlikely  event— SEDCO's 
small  relative  share  of  total  rig  ren- 


tals, about  10%  last  year,  could  also 
be  an  asset.  "If  SEDCO  had  50%  of 
the  market,  they  might  get  hurt,"  says 
Loran  Sheffer,  publisher  of  The  Off- 
shore Rig  Newsletter,  "but  its  cus- 
tomers are  the  big  boys  who  will  be 
least  affected."  Shell,  for  example,  em- 
ploys 35  offshore  drilling  units— near- 
ly three  times  as  many  as  any  other 
individual  oil  company. 

Since  SEDCO's  customers  always 
have  reserves  to  develop,  why  don't 
they  do  their  own  drilling?  Essential- 
ly, the  job  of  designing  and  operating 
offshore  rigs  lends  itself  to  a  small- 
er, more  tightly  managed  organiza- 
tion. Right  now  the  drilling  compa- 
nies have  all  the  experience  and  skill. 
The  demand  for  this  expertise  is  al- 
most impossible  to  exaggerate.  Even 
the  Russians  are  clamoring  for  it. 
SEDCO,  for  example,  is  currently  ne- 
gotiating to  build  a  $100-million  ice- 
cutting  rig  that  would  work  in  the 
Arctic  Ocean  north  of  Moscow. 

Worries  about  the  North  Sea  plus 
the  general  collapse  of  the  stock  mar- 
ket have  put  a  slightly  bitter  taste 
in  SEDCO's  overflowing  cup.  Its 
stock  dropped  last  year  from  66  to 
as  low  as  17— before  recovering  to  the 
recent  28.  Even  so,  the  Clements  fam- 
ily, with  18%  of  SEDCO's  shares,  still 
has    holdings    worth   well   over    $50 


King  Faisal  isn't  a  SEDCO  customer, 
but  OPEC  price  hikes  boosted  demand 
for  the  company's  drilling  skills. 

million.  King  Faisal  and  the  other  lead- 
ers of  the  Organization  of  Petroleum 
Exporting  Countries  have  indeed 
smiled  on  SEDCO.  ■ 
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Living  With  Sin  And  Liking  It 

North  Dakota,  a  conservative  state,  is  deep  into  socialism. 


Herbert  Thorndal  looks  just  like 
any  other  banker.  Graying  hair,  slight- 
ly heavy,  suitably  distinguished. 
Friendly,  but  not  so  friendly  he  won't 
insist  on  collateral.  His  modish  dou- 
ble-knit suit  and  comer  desk  behind 
a  row  of  tellers'  windows  are  a  tip- 
off  that  he's  from  a  Middle  America 
middle-sized  town. 

Thorndal,  however,  does  not  op- 
erate your  run-of-the-mill  bank.  He 
heads  the  Bank  of  North  Dakota, 
which  is  owned  not  by  stockholders 
but  by  the  state  government.  It  is  a 
holdover  from  long-ago  days  when  a 
mildly  leftist  and  mildly  socialist 
agrarian  movement  swept  the  farm 
states  of  the  Midwest  and  indulged 
for  a  few  brief  years  in  the  popu- 
list's typical  antagonism  toward  bank- 
ers and  big  businessmen. 

The  Bank  of  North  Dakota  opened 
in  1919  when  World  War  I  had 
ruined  agricultural  prices.  Feeling 
was  running  high  against  private 
bankers,  who,  the  radicals  felt,  were 
too  quick  to  foreclose  on  property 
and  too  slow  to  grant  loans.  "There's 
no  question  about  it,"  says  North  Da- 
kota Treasurer  Walter  Christiansen, 
"the  people  who  started  this  bank 
were  socialists." 

Today,  however,  North  Dakota's 
state-owned  bank  is  a  pillar  of  re- 
spectability. Located  in  a  renovated 
building  in  downtown  Bismarck  (pop. 
35,000),  it  has  assets  of  $325  million 
—four  times  the  assets  of  any  other 
bank  in  the  state. 

But  Bank  of  North  Dakota  is  not 
merely  a  do-good  operation.  It  runs 
on  strictly  business  principles.  As 
president,  Thorndal  draws  $33,000  a 
year,  $7,000  more  than  the  governor 
makes.  And  earns  it.  "A  bank  normal- 
ly does  well  to  net  1%  on  assets," 
Thorndal  explains.  "This  year  we'll 
probably  make  $9  million,  so  we're 
doing  a  hell  of  a  lot  better  than  that." 
(According  to  Forbes*  banking  issue 
[July  1,  1974],  return  on  assets  for  the 
five  biggest  U.S.  banks  averaged  be- 
tween 0.8%  and  0.4%.  The  best  return 
for  any  of  the  100  largest  banks  listed 
in  the  Forbes  survey  was  1.2%— less 
than  half  North  Dakota's. ) 

The  Bank  of  North  Dakota's  im- 
pressive profitability  stems  chiefly 
from  low  overhead.  "We're  really 
more  wholesale  than  retail,"  says 
Thorndal.  "We  have  only  four  tellers, 
no  advertising  budget  and  we  don't 
give  away  alarm  clocks."  The  bank 
doesn't  need  to  spend  much:  One 
major  customer,  the  state  government, 


contributes  75%  of  its  deposits;  4,000 
more  routine  checking  accounts,  plus 
correspondent  business  with  North 
Dakota's  169  other  banks,  make  up 
the  rest. 

Thorndal's  bank  has  no  real  board 
of  directors.  It  reports  directly  to  a 
three-man  Industrial  Commission 
composed  of  the  governor  and  two 
other  elected  officials. 

People's  Mill 

This  Industrial  Commission  also 
supervises  the  other  relic  of  North 
Dakota's  former  flirtation  with  social- 
ism, the  State  Mill  &  Elevator  in 
Grand  Forks.  It  had  record  profits  of 
about  $5  million  on  revenues  of  $50 
million  last  year,  making  it  the  largest 
agricultural  business  in  the  state.  The 
mill  buys  durum  wheat  from  local 
farmers,  processes  it  and  sells  high- 
protein  macaroni  flour  to  commercial 
customers  like  Campbell  Soup  and 
C.F.  Mueller.  It  also  markets  bakery 
flour  throughout  the  Midwest  under 
the  Dakota  Maid  label  in  competition 
with  the  likes  of  General  Mills  and 
Pillsbury. 

Today,  North  Dakota's  farmers  are 
prosperous  and  far  from  radical.  But 
there  is  little  sentiment  for  getting  the 
state  out  of  business.  Profits  from  the 
bank  and  flour  mill  should  produce 
about  5%  of  the  $387  million  in  state 
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revenues  anticipated  over  the  next 
two  years.  "Remember,"  says  Gover- 
nor Arthur  Link,  "that's  tax  money 
people  don't  have  to  pay." 
c  With  agriculture  booming  and  the 
state's  population  (650,000)  actual- 
ly declining,  North  Dakota's  state 
treasury  is  flush  with  funds.  There 
is  a  current  state  budget  surplus  of 
$130  million,  and  much  of  it  is  in- 
vested in  Bank  of  North  Dakota  cer- 
tificates of  deposit. 

As  far  as  local  bankers  are  con- 
cerned, they  have  little  to  complain 
about.  The  state-owned  bank  does 
only  a  limited  amount  of  direct  lend- 
ing. Instead,  it  chiefly  participates  in 
loans  made  by  other  North  Dakota 
banks. 

"Philosophically,  this  whole  thing 
runs  against  my  grain,"  says  Richard 
Goldberg,  a  former  legislator  whose 
feed  business  does  compete  with  a 
small  subsidiary  of  the  State  Mill. 
"They  don't  pay  any  taxes— not  even 
for  the  licenses  on  their  trucks— and 
they  can  borrow  for  a  lot  less  than  a 
private  company  can.  But  I  suppose 
that  over  the  long  run  the  Mill  has 
helped  farmers." 

Daniel  Schorsch,  a  prominent  bank- 
er and  recent  head  of  the  state  bank- 
ers' association,  is  of  two  views  on 
the  subject  of  state-owned  enterprises 
like  the  bank.  "Most  bankers  see  the 
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Socialist  Advertising?  When  its  state-milled  products  were  sold  in 
grocery  stores,  every  North  Dakota  public  document— from  deeds  to 
report  cards— was  required  to  carry  the  legend  "Buy  Dakota  Maid  Flour." 
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state  bank  as  a  serious  threat  when 
it  comes  to  attracting  deposits,"  he 
says.  "But  when  they're  able  to  get 
help  from  the  bank  for  their  loans, 
they  think  it's  an  asset." 

So  do  the  local  governments.  "Prob- 
ably the  most  valuable  thing  the  bank 
does  is  to  act  as  a  primary  market 
for  small  municipal  bank  issues,"  says 
State  Senator  Myron  Atkinson,  a  con- 
servative Republican.  "We've  got  a  lot 
of  little  towns  that  are  so  far  out  in 
the  boonies  that  they  could  never 
raise  money  without  it." 

North  Dakota  also  avoids  the  po- 
tential political  chicanery  that  can 
result  from  divvying  up  state  deposits 
among  private  banks.  "Without  us," 
says  Thorndal,  "the  State  Treasurer 
would  probably  have  accounts  in 
Minneapolis,  Chicago  and  New  York. 
We  help  keep  money  in  the  state  and 
provide  real  financial  leadership  for 
the  economy." 

Running  a  business  owned  by  the 
people,  however,  has  its  drawbacks. 
Both  North  Dakota  enterprises  de- 
pend on  the  legislature  for  their  op- 
erating budgets,  and  that  tends  to 
limit  capital  spending.  "Those  pol- 
iticians can't  think  big  enough,  and 
they  don't  know  a  thing  about  this 
industry,"  complains  Sam  Kuhl,  who 
runs  the  State  Mill.  "Last  year  they 
took  $1  million  of  our  profits  and  built 
a  cafeteria  in  a  state  hospital." 

Growth  Industry? 

The  overall  success  of  North  Da- 
kota's business  operations  brings  per- 
petual talk  of  expansion.  Projects  un- 
der current  discussion  include  meat 
processing,  fertilizer  production,  per- 
haps building  a  cement  plant.  (North 
Dakota  buys  most  of  its  cement  from ' 
neighboring  South  Dakota,  whose 
Dakota  brand  cement  is  one  of  the  na- 
tion's few  other  state-made  products. ) 
Herb  Thorndal  gets  several  requests 
each  year  from  officials  in  other  states 
who  want  to  learn  about  his  bank, 
but  so  far  the  concept  hasn't  been 
copied.  One  move  in  the  opposite  di- 
rection: In  1965  North  Dakota  abol- 
ished its  state-run  crop  insurance 
business 'after  heavy  lobbying  by  pri- 
vate insurers. 

Just  about  everyone  agrees  that 
North  Dakota's  brush  with  socialism 
was  a  quirk  of  history,  not  likely  to 
be  repeated  despite  the  economic  sim- 
ilarities between  the  years  after  World 
War  I  and  today  (Forbes,  Oct.  1, 
1974).  But  Lloyd  Omdahl,  who 
teaches  political  science  at  the  Uni- 
versity of  North  Dakota,  explains 
why  North  Dakota's  conservative  vot- 
ers are  willing  to  stay  in  bed  wjth 
socialism:  "It's  just  like  anything  else. 
You  live  with  sin  long  enough  and 
you  leam  to  like  it."  ■ 
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After  a  41-year  prohibition,  it  is  once 
again  legal  for  U.S.  citizens  to  buy,  sell 
and  own  gold.  New  opportunity —  yes. 
But  not  risk-free.  Think  carefully 
before  you  join  the  gold  rush  of  75. 

For  example,  while  gold  may  seem 
relatively  safe,  its  price  can  go  down  as 
well  as  up.  Gold  can't  earn  interest.  And 
at  present  the  price  of  gold  coins  and 
medallions  not  only  must  reflect  the  cost 
of  the  gold  content —but  also  a  substantial 
market  premium. 

That's  why  we  urge  you  to  get  profes- 
sional advice.  Let  Bache  help  you  get 
ready  for  gold. 

The  Bache  approach  to  physical  gold. 
We  have  traded  in  precious  metals  since 
1945.  We're  a  worldwide  supplier  of  plat- 
inum, palladium  and  silver.  And  we're 
the  only  New  York  Stock 
Exchange  member 
firm  presently 
actively 


selling 
gold  to 
licensed  U.S. 
industrial  users. 
Bache  also  trades  gold 
for  non-U.S.  citizens  abroad. 

We  plan  to  offer  gold  bullion — 999 + 
fine— in  one-kilogram  ingots.  Delivery  of 
your  gold  ingots  will  be  made  in  an 
insured  bank  depository  in  Wilmington, 
Delaware  where  they  will  be  held  for 
your  account  for  a  small  custodial  fee.  As 
an  additional  service,  we  will  arrange 
storage  of  bullion  in  major  banks  in 


London,  Zurich,  Frankfurt  or  Canada. 
Don't  overlook  gold  futures. 
When  gold  ownership  becomes  legal,  so 
will  trading  in  gold  futures.  Many  com- 
modity exchanges  have  announced  their 
intention  of  trading  these  futures.  We 
expect  these  markets  will  be  volatile. 

For  the  trader,  aware  of  the  risk  and 
alert  to  the  leverage  possibilities,  these 
new  futures  contracts  could  prove  the 
most  productive  of  the  opportunities  gold 
offers.  And  for  the  commercial  user  of 
gold,  futures  hedging  could  offer  pro- 
tection against  wide  swings  in  gold  prices. 

In  either  case,  Bache  is  ready  and 
qualified  to  help.  We're  recognized 
internationally  for  the  major  role  we  play 
in  commodity  markets.  We've  already 
developed  expertise  by  trading  gold 
futures  on  the  Winnipeg  Commodity 
Exchange.  We'll  give  you  solid  fundamen- 
tal and  technical  research.  And  we 
don't  believe  anyone  can  give  you  better 
execution  of  orders. 
Gold  stocks  might  be  an  answer. 
In  the  event  of  a  sustained  gold  rush, 
gold  mining  stocks  or  fund  shares  could 
be  rewarding.  You  might  want  to  explore 
this  possibility  and  this  approach  to  gold 
—especially  if  you're  an  equity-minded 
investor. 

Look  to  our  team  of  experts. 
We're  ready  to  discuss  gold  with  you  in 
any  of  our  144  offices  around  the  world. 
And  ready  with  the  current  opinions  of 
our  precious  metals  and  commodity 
specialists  and  our  research  staff.  Just 
call  or  visit  the  nearest  Bache  office  and 
ask  for  our  latest  gold  literature.  Or 
return  the  coupon.  Whatever  you  do 
about  gold,  make  s  are  you  look  before 
you  leap. 
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Nigeria's  oil  money  must  go 
to  build  up  job-creating 
industry,  like  this  textile 
mill,  because  Nigeria's  young 
are  flocking  to  its  towns, 
turning  them  overnight  into 
crowded  cities.  Lagos,  the 
capital,  has  overl  million 
people,  is  growing  17%  a  year. 


Nigeria: 
Where  Oil 
Is  Business, 
Not  Politics 

Among  the  OPEC  nations, 
not  the  Arabs  but  a  black 
African  country,  Nigeria,  is 
the  U.S.'  biggest  supplier  of 
oil.  This  fact  has  some 
interesting  implications. 

Never  mind  the  endless  talk  of 
Arabs  in  connection  with  oil.  The  fact 
is  that  over  70%  of  U.S.  crude  oil 
imports— now  totaling  over  4  million 
barrels  a  day  (the  U.S.  also  brings 
in  from  the  Caribbean  some  2  mil- 
lion barrels  daily  of  refined  products) 
—comes  from  non-Arab  countries. 
Second-largest  U.S.  supplier,  and  fast- 
est-growing during  1974,  was  Nigeria, 
the  developing  West  African  nation 
of  nearly  80  million  people.  Nigeria 
now  supplies  the  U.S.  with  some 
800,000  barrels  a  day. 

Last  fall,  according  to  Federal 
Energy  Administration  figures,  the 
Organization  of  Petroleum  Exporting 
Countries  as  a  whole  shut  in  6  mil- 
lion barrels  a  day  of  capacity  to  keep 
prices  at  high  levels.  Nigeria,  by  con- 
trast, was  still  producing  flat  out.  In- 
deed, Nigeria  has  been  doing  that 
for  some  years  now,  lifting  its  oil  out- 
put from  under  1  million  barrels  a  day 
at  the  end  of  its  civil  war  in  1970  to 
today's  2.5  million  barrels. 

Why  did  Nigeria  continue  pump- 
ing and  selling  oil  during  the  1973 
Arab  oil  embargo?  Because  Nigeria 
is  no  thinly  populated  strip  of  sand, 
but  Africa's  most  populous  nation;  it 
has  ample  uses  for  the  estimated  $7 
billion  in  oil  revenues  that  flowed  in- 


to the  country  last  year.  The  prob- 
lem is  not  what  to  do  with  all  that 
cash,  but  rather  finding  enough  skilled 
people  to  put  it  to  use.  Recently  the 
government  advertised  in  The  New 
York  Times  for  engineers  and  other 
technically  trained  people  to  work  in 
Nigeria.  The  proviso:  that  those  who 
come  be  prepared  to  take  up  Ni- 
gerian citizenship.  (Of  course,  a  siz- 
able body  of  Americans  are  descend- 
ed from  ancestors  who  left  Nigeria's 
West  African  shores  in  centuries  past, 
albeit  against  their  will. ) 

Certainly  there  is  no  limit  to  what 
needs  to  be  done  in  Nigeria.  The  oil 
wealth  has  boomed  its  gross  product 
to  $21  billion,  but  the  arduous  job 
remains  of  building  a  society  for  its 
population,  scattered  in  12  not  ter- 
ribly united  states.  In  Lagos  recently, 
the  head  of  state,  General  Yakubu 
Gowon,  called  for  a  buildup  during 
the  Third  Development  Plan— run- 
ning from  this  April  to  1980— of  util- 
ities, health  facilities,  transportation, 
communications,  industry,  education 
and  general  administration.  He  backed 
that  up  with  a  pledge  that  $30  bil- 
lion would  be  invested  in  the  plan. 

General  Gowon  is  fortunate  that 
the  largest  oil  concessionaire  is 
Shell,  in  partnership  with  British  Pe- 
troleum. Shell  does  not  have  a  variety 
of  oil  supplies  in  the  Middle  East, 
and  so  has  an  interest  identical  with 
that  of  Nigeria  itself:  to  maximize 
Nigerian  oil  production.  Also,  Ni- 
gerian oil  is  virtually  sulphur-free— 
ideal  for  U.S.  refineries.  Even  nicer, 
the  country's  location  on  Africa's  west 
coast  helps  by  giving  it  an  advan- 
tage over  the  Persian  Gulf  in  ship- 
ping costs  to  U.S.  and  European 
ports.  That  long-term  advantage  is 
obscured  at  the  moment  by  the  col- 
lapse in  tanker  rates  caused  by  a 
slowdown  both  in  world  oil  consump- 
tion and  in  world  trade.  At  $12.02  a 
barrel,  Nigeria's  oil  has  now  become 
somewhat  pricey. 

Nigeria  was  one  of  the  first  coun- 
tries  to   take   a   majority   interest   in 


its  oil  concessions— 55%.  Aside  from 
Shell-BP,  these  concessionaires  in- 
clude Mobil,  Gulf,  Phillips,  the 
French  and  Italian  state  oil  compa- 
nies, Caltex  and  Ashland  Oil,  which 
is  in  Nigeria  on"  an  interesting  part- 
nership with  the  Nigerian  state  Oil 
company.  (Ashland  pays  drilling  and 
production  costs,  recovers  them  in 
kind  and  then  splits  the  oil  65%  for 
Nigeria,  35%  for  Ashland. ) 

But  Nigeria,  short  of  skilled  per- 
sonnel and  interested  in  getting  oil 
rather  than  oil  companies,  has 
pledged  again  and  again  that  it  has 
no  intention  of  nationalizing  the  oth- 
er 45%  of  its  concessions,  as  Vene- 
zuela,' Libya  and  Saudi  Arabia  have 
done. "Instead,  Nigeria  intends  to  "Ni- 
gerianize"  the  running  of  the  oil  busi- 
ness within  the  country,  moving  Ni- 
gerian personnel  as  quickly  as  possi- 
ble into  responsible  positions.  But 
this,  notes  one  oil  major  executive, 
will  take  time.  "We'll  be  needed  in 
Africa  for  years  to  come,"  he  says. 

As  an  incentive,  Nigeria  is  leaving 
the  oil  companies  a  handsome  dif- 
ferential between  the  price  of  their 
own  "equity"  oil  and  the  oil  they  must 
buy  back  from  the  state.  But  Gen- 
eral Gowon  is  hedging  his  bets  by 
trying  to  lock  in  the  top  dollars  it 
is  getting  for  "state"  oil.  Recently,  ac- 


Unifier.  Nigeria's  General  Yakubu 
Gowon  says:  "I  will  go  to  any 
length  to  preserve  my  country's  survi- 
val and  unity."  His  unity  program, 
financed  by  oil  money,  rests  on  two 
pillars:  economic  development,  sym- 
bolized by  this  handsome  new  office 
building,  and  military  power,  repre- 
sented by  a  200,000-man  army,  Black 
Africa's  biggest.  But  the  diversity  of 
religions,  cultures  and  languages  is 
a  constant  threat  to  unity.  General 
Gowon,  for  example,  is  a  Christian, 
but  many  Nigerians  are  Moslems, 
while  others  are  animists. 


cording  to  the  authoritative  Petrole- 
um Intelligence  Weekly,  Nigeria 
signed  a  two-year  contract  to  sell 
100,000  barrels  a  day  at  $12.02  to 
Shell  Oil  Co.,  the  69%-owned  affiliate 
of  the  Shell  Group.  The  country  has 
made  other  direct  sales  to  Tenheco 
and  Germany's  Gelsenberg  Petroleum. 
Nigeria  has  also  announced  its  in- 
tention to  increase  oil  production  by 
at  least  10%  a  year,  faster  if  possible. 
Such  a  maverick  policy  could  spell 
trouble  for  the  OPEC  cartel  in  to- 
day's soft  petroleum  market.  More 
than  one  oilman  has  noted  the  con- 
trast between  Nigeria's  high  produc- 
tion policy  and  that  of  Libya,  where 
production  has  declined  because 
Colonel  Qadaffi  seems  less  interested 
in  oil  than  in  encouraging  terrorists- 
even,  ludicrously,  terrorists  as  far 
away  as  Northern  Ireland.  Nigeria 
has  little  time  for  such  nonsense.  It 
has  a  lot  of  people  and  a  lot  to  do. 
The  money   it   takes  in  will  be   "re- 


cycled" as  fast  as  possible  in  pur- 
chases of  machinery  and  of  the  skills 
needed  to  build  up  a  big  country. 

Although  nobody  in  Washington 
wants  to  talk  about  it,  there  is  anoth- 
er, rather  dramatic  implication  to  the 
U.S.'  big  purchase  from  Nigeria.  Its 
population  is  38%  Moslem,  but  the 
country  pays  no  more  than  lip  service 
to  the  Palestinian  cause.  Saudi  Arabia 
and  Kuwait  have  openly  threatened 
to  cut  back  oil  exports  if  the  U.S. 
backs  Israel  in  another  war.  It  would 
be  both  humiliating  and  dangerous  if 
the  U.S.  were  to  permit  these  small 
countries  to  dictate  its  foreign  policy. 
By  buying  from  Nigeria  rather  than 
from  the  Arabs,  the  U.S.  lessens  the 
possibility  of  such  dictation:  The 
Arabs  can  hurt  our  European  and 
Japanese  friends,  but  they  can  do  lit- 
tle direct  damage  to  the  U.S. 

But  any  way  you  slice  it,  Nigeria  is 
a  most  desirable  trading  partner.  "I 
can  see  why  the  U.S.  would  want  to 
do  business  with  Nigeria,"  says  a  Lon- 
don-based oilman.  Viewed  from  Ni- 
geria, the  new  high  price  of  oil  is  not 
a  catastrophe  for  the  industrial  world, 
but  almost  a  blessing,  helping  to  lift 
a  major  nation  out  of  grinding  poverty 
and  providing  a  great  new  market 
for  exports  from  the  U.S.  and  other 
industrial  nations.  ■ 
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The  Numbers  Game 


To  Capitalize  Or  Not  To  Capitalize, 
That  Is  The  Question 


Suppose  a  company  is  free  of  long- 
term  debt.  Does  that  mean  that  the 
company  is  in  good  financial  shape? 
Not  necessarily.  The  company  may 
be  loaded  down  with  long-term  leases, 
which  can  be  as  much  of  an  obliga- 
tion and  a  burden  as  actual  debt. 

In  the  old  days,  leasing  chiefly  af- 
fected retailing  companies,  which  fre- 
quently leased  their  premises.  But 
over  the  past  decade,  leasing  has 
grown  in  popularity  as  a  means  of 
off-balance-sheet  financing.  Instead  of 
borrowing  money  to  buy  an  airplane, 
a  computer  or  a  nuclear  core,  the 
company  leases  it. 

Tight  money  and  the  ability  to  pass 
on  the  investment  tax  credit  gave 
the  practice  a  big  boost.  Leasing,  of 
course,  involves  lease  payments  rath- 
er than  straight  interest  and  amortiza- 
tion, but  the  lease  payments  contain 
an  interest  rate  factor;  the  lessor,  after 
all,  must  make  a  profit  on  the  money 
he  invested  in  the  property.  By  pass- 
ing the  investment  tax  credit  on  to 
the  lessor,  however,  the  people  who 
actually  used  the  property  often  were 
able  to  get  a  lower  rate  of  interest; 
the  lessor  took  part  of  his  return  in 
the  form  of  the  tax  credit. 

Obviously,  business  loves  leasing. 
Today,  a  ball-park  estimate  puts  the 
capitalized  value  of  all  leases  out- 
standing in  the  U.S.  at  around  $80 
billion,  and  in  1974  alone  leases  out- 
standing grew  by  over  $10  billion. 

However,  the  Financial  Accounting 
Standards  Board  is  working  on  draft- 
ing an  opinion  that  could  force  com- 
panies io  capitalize  a  substantial  por- 
tion of  the  value  of  outstanding  leases 
and  report  them  on  the  balance  sheet. 

If  the  accountants  decide  that  all 
or  most  leases  should  be  capitalized, 
certain  industries  would  be  greatly  af- 
fected. Take  airlines:  According  to  its 
latest  balance  sheet,  UAL  Inc.  had 
long-term  debt  of  $936  million.  UAL 
had  over  $700  million  in  equity  capi- 
tal. Therefore,  UAL's  debt-to-equity 
ratio  was  a  high  but  manageable 
1.34-to-l.  But  UAL  also  is  obligated 
under  leases,  chiefly  for  airplanes  and 
terminals,  which  cost  it  $112  million 
in  1973;  the  capitalized  value  of 
these  leases  was  $815  million.  Add 
that  to  the  debt,  and  UAL's  obliga- 
tions mount  to  $1.75  billion,  and  the 
debt-to-equity  ratio  climbs  to  2.4-to- 
1.  American  Airlines,  TWA  and  Pan 


American  also  are  loaded  with  leases. 

The  airlines  are  not  alone.  The  rail- 
roads also  do  a  huge  amount  of  equip- 
ment leasing,  and  many  hotel  and 
motel  chains  lease  their  facilities.  All 
retail  chains,  of  course,  lease  the  bulk 
of  their  retail  premises  and  ware- 
houses. Increasingly,  utilities  have 
turned  to  leasing,  as  it  has  become 
harder  for  them  to  borrow  money. 

With  the  1973  annual  reports, 
companies  began  disclosing  the  cap- 
italized amount  of  lease  obligations 
in  the  footnotes  to  their  financial  state- 
ments. This  was  a  result  of  an  inter- 
im-disclosure requirement  demanded 
by  the  Securities  &  Exchange  Com- 
mission. But  the  SEC's  activist  chief 
accountant,  John  C.  (Sandy)  Burton, 
is  determined  to  go  further. 

"Lease  accounting,"  Burton  com- 
plains, "is  one  of  the  most  spectacular 
sources  of  the  accountant's  lack  of 
credibility."  Burton  regards  it  as  rep- 
rehensible for  a  company  to  use  leas- 
ing as  a  means  of  dressing  up  its  bal- 


ance sheet,  and  for  the  accountants 
to  go  along. 

Of  course,  there  are  all  lands  of 
leases.  There  are  two  major  ways  to 
categorize  them.  Financing  leases  are 
typically  long-term,  30-to-40-year 
leases  on  buildings  or  shopping  cen- 
ters and  typically  noncancellable.  The 
other  major  land  of  lease  is  the  op- 
erating lease,  where  the  lessee  gets 
only  temporary  (usually  less  than  a 
year)  use  of  the  asset.  Here,  the  lessor 
is  still  clearly  the  owner  of  the  asset. 
An  example  would  be  the  rental  of  an 
auto  for  a  short  period. 

Sandy  Burton  and  a  number  of  oth- 
er accountants  say,  at  the  very  least, 
capitalize  all  financing  leases  that  re- 
sult in  the  acquisition  of  the  asset. 
Burton's  criteria  for  what  constitutes 
an  acquisition  are  very  broad. 

As  is  nearly  always  the  case  with 
this  type  of  reform,  it  inevitably  in- 
volves stepping  on  some  toes. 

The  supermarket  chains  are  wor- 
ried. "Look  at  Safeway,"  says  one  su- 
permarket executive.  "They  could 
have  to  capitalize  lease  commitments 
with  a  present  value  of  $777  million. 
Think  what  this  would  do  to  their 
balance  sheet,  with  only  $129  million 
in  long-term  debt." 
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Karl  Ziebarth,  treasurer  of  the  Mis- 
souri-Kansas-Texas Railroad,  makes 
this  point  against  compulsory  lease 
capitalization:  "We  would  not  have 
been  able  to  rehabilitate  this  railroad, 
considering  our  weak  balance  sheet, 
had  we  been  required  to  capitalize 
the  leases." 

UAL,  whose  already  big  debt  load 
would  be  almost  doubled  if  it  had  to 
capitalize  all  its  financing  leases,  takes 
a  middle  position  on  the  controversy. 
It  reluctantly  would  go  along  with 
capitalization  of  equipment,  but  ar- 
gues that  it  should  not  be  required  to 
capitalize  leases  for  terminal  facilities, 
where  the  airline  frequently  has  no 
choice  in  leasing. 

Problems  Galore 

Russell  Fraser,  the  head  of  credit 
rating  at  Standard  &  Poor's,  points 
up  another  difficulty:  "For  some  com- 
panies, capitalization  could  play  hav- 
oc with  their  indenture  agreements. 
It  might  put  them  in  technical  viola- 
tion of  debt  covenants."  Fraser  is 
against  capitalization:  "Too  arbitrary 
and  too  complicated  for  a  balance 
sheet,"  he  says.  He  prefers  more  dis- 
closure in  the  footnotes. 

AT&T  has  relatively  few  leases,  but 
its  assistant  controller  has  some  strong 
feelings  on  the  subject.  Says  AT&T's 
Warren  W.  Brown,  "While  we  agree 
with  the  theory  of  capitalizing  leases 
that  are  purchases  or  in  substance 
debt,  we  feel  that  it  would  be  prudent 
to  put  off  capitalization  for  a  few 
years."  Why  delay?  "It's  like  switch-^ 
ing  over  from  the  U.S.  measurement 
system  to  the  metric  system.  There 
would  be  lots  of  confusion.  After  all, 
you  are  moving  from  no  figure  on 
the  balance  sheet  to  a  very  large 
present  value  calculation." 

Another  major  reason  that  Brown 
feels  the  change  should  not  take  place 
overnight,  is  that  the  switchover 
might  distort  earnings  comparisons 
for  some, companies.  It  works  like  this: 
A  leasev-  generally  is  set  up  so  that 
the  charge  is  the  same  each  year 
over  its  life— a  level  payment  system 
of  depreciation  and  interest.  But  when 
equipment  is  purchased  outright  with 
borrowed  money,  the  cost  tends  to 
be  heavier  in  the  early  years.  Reason: 
As  the  balance  of  the  loan  declines, 
the  interest  cost  goes  down. 

What  this  means  is  that  rapidly 
expanding  companies  doing  a  great 
deal  of  leasing  tend  to  have  an  earn- 
ings advantage  over  companies  that 
prefer  to  buy  outright.  "But  if  the 
leases  are  capitalized,"  says  Brown, 
"the  present  value  calculation  of  the 


cost  of  the  leases  will  tend  to  reduce 
earnings.  This  is  what  many  are  wor- 
ried about  even  though  they  talk 
balance  sheet  and  debt  ratios." 

AT&T-man  Brown  has  a  point.  Had 
Safeway  capitalized  its  lease  costs  last 
year,  its  earnings  would  have  been 
reduced  by  7%.  Levitz  Furniture's 
earnings  would  have  dropped  22%. 
UAL's  15%,  Kresge's  5%. 

W.T.  Grant's  1973  earnings,  al- 
ready much  weakened,  would  have 
been  hit  harder  still.  Grant's  is  a  good 
case  in  point.  Few  realized  how  pre- 
carious its  situation  had  become:  Af- 
ter all,  as  recently  as  early  1974  it 
had  $330  million  in  equity  capital 
and  only  $220  million  in  long-term 
debt.  What  Grant  didn't  show  in  its 
annual  report  but  did  in  its  10-K  re- 
port was  that  it  also  had  $458  million 
worth  of  the  present  value  of  lease 
liabilities. 

Some,  however,  argue  that  unlike 
debt,  many  long-term  financing  leases 
possess  an  indeterminate  liability. 
Thus  they  say  putting  a  capitalized 
value  on  the  balance  sheet  could 
prove  misleading.  Better  to  put  them 
in  a  detailed  footnote.  Only  when  a 
lease  is  really  debt  should  it  be 
capitalized. 

There  are  several  gray  areas.  The 
FASB  will  also  have  to  decide  wheth- 
er to  use  capitalization  techniques  on 
all  leases  or  only  on  leases  that  are 
really  purchases.  Further  difficulties 
arise  in  determining  how  to  calculate 
interest  components  in  leases. 

The  lessor  also  poses  some  account- 
ing problems.  Most  stem  from  the 
more  recent  upsurge  in  the  use  of 
leveraged  leasing.  Such  leases  involve 
three  parties,  a  lessee,  a  lender  and  a 
lessor.  The  purpose:  Most  of  the  cap- 
ital is  provided  by  an  institutional 
lender  so  that  the  lessor  can  obtain 
tax-sheltered  income.  This  in  turn  en- 
ables him  to  charge  the  lessee  an  at- 
tractive rental.  One  of  the  accounting 
problems  relates  to  the  timing  of 
recording  income  on  the  transaction, 
which  has  an  impact  on  the  lessor's 
earnings. 

Despite  all  the  complexities,  Burton 
is  adamant.  If  the  FASB  fails  to  act, 
he  says,  "then  the  SEC  will.  At  a 
minimum,  capitalization  of  leases  that 
are  primarily  financing  devices  to  per- 
mit acquisition  should  be  required— 
and  retroactively." 

None  of  this  will  make  life  any 
easier  for  accountants.  But  that's  what 
the  accountants  are  supposed  to  be 
paid  for:  to  go  to  great  pains  to  be 
certain  stockholders  get  a  fair  and 
accurate  picture.  ■ 
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The  Herring  &  The  Whale 


This  herring  is  leading  its  whale  into  richer  waters. 


When  Cincinnati's  Kroger  Co.  bought 
smallish  Sav-On  Drugs  in  1960,  the 
U.S.'  No.  Three  food  chain  also  got 
the  man  who  ran  Sav-On,  James  P. 
Herring. 

With  Kroger's  muscle,  Herring  start- 
ed a  new  drug  chain,  SupeRx,  and 
expanded  it  to  520  stores,  making  it 
the  U.S.'  fourth-largest  drug  chain. 
It  features  big  stores,  over  15,000 
square  feet,  and  does  nearly  23%  of 
sales  in  high-margined  prescriptions, 
vs.  an  industry  average  of  around  16%. 
Which  is  one  reason  SupeRx  is  among 
drug  chain  profitability  leaders. 

Herring  did  so  well  selling  drugs 
that  in  1970  Kroger  gave  him  the 
whole  $4-billion  company  to  run.  His 
progress  has  been  slow  but  impres- 
sive. "When  you  come  from  the  drug 
industry,  as  I  did,"  he  says,  "first 
you  have  to  find  where  the  faucets 
and  the  men's  room  are.  Then,  to  turn 
a  company  this  big  around,  you  have 
to  have  a  plan."  Herring  found  both. 

"We  entered  the  Sixties  with  stores 
slightly  larger  than  average,"  he  ex- 
plains,  "whose  average  age  was   6M 


years.  We  left  the  Sixties  with  stores 
slightly  smaller  than  average  and 
some  ten  years  old."  It  took  Herring 
over  a  year  to  decide  the  kind  of 
store  he  wanted,  one  with  "a  little 
smell,  color  and  warmth,  the  kind 
of  atmosphere  that  goes  with  food." 
His  new  supermarkets,  which  he  be- 
gan to  build  in  earnest  in  1972,  range 
in  area  from  25,000  to  42,000  square 
feet.  Each  has  a  full  range  of  high- 
margined  specialties  such  as  delica- 
tessens, bakeries,  wine  shops,  cheese 
shops  and  ethnic/  gourmet  foods. 

By  last  year's  end,  of  1,240  stores 
Herring  had  some  220  big  new  ones 
plus  215  enlarged  and  rebuilt  older 
ones.  In  the  same  three  years,  he 
closed  415  older,  smaller  ones.  Grand 
total:  850  stores  opened,  closed  or 
expanded.  Cost:  about  $190  million. 

To  pay  for  the  transformation, 
Kroger  had  to  eat  some  $34  million 
in  opening  or  closing  expenses— a  real 
burden  for  a  company  that  made  only 
about  $100  million  pretax  from  food 
in  the  same  period.  Which  is  why 
it   has   taken   so   long   for   Herring's 


handiwork    to    come    down    to    net. 

In  1973  Kroger  made  a  measly 
four-tenths  of  a  cent  on  each  food 
dollar,  vs.  1.3  cents  for  Safeway, 
though  its  drug  and  other  businesses 
kept  overall  margins  higher.  But  in 
1974's  first  nine  months,  food  mar- 
gins nearly  doubled,  to  0.7%,  with 
sales  up  16%,  to  $3.6  billion,  and  earn- 
ings up  93%,  to  $30.7  million,  one  of 
£he  best  gains  among  the  grocery 
chains.  This,  although  the  earnings  of 
Top  Value,  Kroger's  trading-stamp 
subsidiary,  were  off  $4  million. 

Kroger's  spurt  last  year  was  all 
the  more  significant  because  it  came 
as  Herring  was  winding  up  his  re- 
juvenation program.  His  spending  for 
modern  supermarkets  is  largely  be- 
hind him  when  some  competitors,  like 
A&P,  are  just  beginning— in  the  face 
of  wildly  inflated  construction  costs. 
So  Herring  has  every  right  to  hope 
for  continued  improvement  in  his  food 
business  profitability. 

Kroger  is  still  far  from  matching 
Safeway  in  profitability:  According  to 
Forbes'  Annual  Report  on  American 
Industry,  Kroger's  latest  12-month  re- 
turn on  equity  was  11.4%,  vs.  Safe- 
way's  17.3%.  But  this  year  Kroger 
has  a  great  chance  to  narrow  the  gap, 
as  well  as  move  out  of  the  pack  into 
supermarketing's  top-profit  range.  ■ 


ALCO  STANDARD  IS  NOW  A 
BILLION-DOLLAR  COMPANY. 


Financial  highlights  of  the  fiscal  year  ending  September  30: 

1974  1973  1972 

Revenues $1,003,584,000  $778,466,000  $647,459,000 

Net  Income $26,430,000  $18,741,000  $12,516,000 

Earnings  Per  Share: 

Primary $2.35  $1.64  $1.07 

Fully  Diluted $2.26  $1.60  $107 


It  was  a  momentous  year  for  Alco  Standard.  For  the 
first  time,  revenues  topped  the  billion-dollar  mark 
and  net  income  reached  an  all-time  high. 

We're  a  diversified  company  —  a  Corporate  Partner- 
ship—  of  former  privately-owned  companies  en- 
gaged in  manufacturing,  resources  and  distribution. 


If  you'd  like  more  details,  please  send  for  our  1974 
Annual  Report.  Just  write  to 
Mr.  Larry  Leedy,  Alco  Standard 
Corporation,  P.O.  Box  24186, 
Cleveland,  Ohio  44124. 


Conx)rato 
Partnership 
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As  I  See  It 


A  talk  with  William  O.  Baker,  president  of  Bell  Laboratories 


An  AT&T  Man  Talks  Back 


In  terms  of  excellent  service  and  rea- 
sonable cost,  the  U.S.  telephone  sys- 
tem is  one  of  the  wonders  of  the  in- 
dustrial world.  Hence  the  rather  cool 
public  reaction  to  the  Justice  Depart- 
ment's suit  to  break  up  American 
Telephone  &  Telegraph  Co. 

Here,  in  an  interview  with  Forbes, 
William  O.  Baker,  president  of  the 
highly  regarded  Bell  Laboratories  and 
a  respected  scientist,  predicts  that  a 
breakup  of  AT&T  could  destroy  the 
effectiveness  of  that  company's  vast 
research  and  development  effort. 


Baker:  We  feel  it's  absolutely  disas- 
trous. Maybe  the  Attorney  General 
has  a  political,  or  a  dirty  political, 
basis  for  seeing  an  advantage  in  this 
kind  of  fragmentation.  But  it's  a  re- 
turn to  the  regressive  policies  toward 
science  and  engineering  of  the  19th 
century.  It  ignores  the  20th-century 
evolution  in  which  governments  and 
society  said  that  the  idea  is  to  have 
a  central  structure  that  benefits  com- 
mon services. 

How  can  you  really  be  concerned 
about  an  antitrust  suit  whose  out- 
come might  be  five  years  away? 

Baker:  Ten  years,  perhaps.  It's  taken 
the  International  Business  Machines 
case  six  years  to  go  to  trial.  But  that's 
one  of  the  concerns.  If  these  people 
weren't  so  utterly  ignorant  of  the 
service  to  society  involved  they'd  real- 
ize that  in  five  or  ten  years  there'll 
be  further  enormous  changes.  It's  just 
absurd,  then,  to  try  to  legislate  some- 
thing with  that  kind  of  a  time  lag. 

Isn't  there  a  certain  logic,  though, 
in  tying  Bell  Labs  to  an  independent 
Western  Electric?  W.E.  records  $7 
billion  of  its  own  revenue  and  makes 
and  markets  your  product  innovations. 

Baker:  Bell  Labs  has  no  significance 
independent  of  AT&T.  People  think 
we're  some  land  of  end  in  ourselves 
because  we  discover  new  things.  But 
we're  not.  We're  part  of  a  telecom- 
munications enterprise.  Alone,  nei- 
ther Long  Lines  [the  central  AT&T 
link]  nor  Western  Electric  would  pru- 
dently wish,  I  think,  to  maintain  Bell 
Labs.  For  then  we  would  not  have 


the  opportunity  to  follow  the  course 
of  innovation  through  the  manufactur- 
ing phase  on  one  hand,  and  the  use 
phase  on  the  other.  That's  the  whole 
game.  Bell  Labs  would  just  disappear. 

That  is  hard  to  imagine.  You  hold 
thousands  of  patents,  have  20  labora- 
tories and  employ  16,500  persons. 

Baker:  It  would  happen  overnight. 
I  can  speak  with  certainty,  because 
I  have  been  involved  in  the  forma- 
tion of  most  of  our  national  labs. 
None  has  come  close  to  functioning 
like  the  Bell  Labs.  These  other  labs 
have  no  affiliation  with  manufacturers 
except  through  arm's-length  contracts. 
As  a  result,  much  of  the  technology 
has  to  be  done  over  again  before  it  is 
viable  in  the  marketplace. 

But  Bell  Labs  has  its  own  creations, 
from  sound  motion  pictures  to  the 
transistor  and  now  optic  fibers,  which 
might  be  marketable.  Why  wouldn't 
you  make  a  dandy  service  company? 

Baker:  The  inventions  really  are  side 
issues.  Presently,  AT&T  does  have 
11,322  new  patents,  and  8,527  of 
them  have  come  from  Bell  Labs.  But 
those  are  virtually  uniformly  used 
to  exchange  and  get  access  to  the 
technology  and  patents  of  others. 
They  are  only  useful  in  cross-licens- 
ing, but  not  as  income-generating  in- 
struments in  themselves. 

But  isn't  the  basic  research,  like 
radio  astronomy  and  the  laser,  exact- 
ly the  thing  that  makes  Bell  Labs  dis- 
tinctive? It's  said  that  you  spend  40% 
of  your  $578-million  budget  on  basic 
research. 

Baker:  Actually,  it's  about  11%.  We 
do  spend  perhaps  a  total  of  24%  on 
that  and  what  we  call  fundamental 
development.  That's  exploratory,  but 
applied— what  many  people  in  indus- 
try call  research.  It  involves  trying 
out  and  applying  new  things  before 
you  really  know  you  need  them.  But 
52%  of  our  budget  is  spent  in  specific 
design  and  development  for  use.  Now 
in  order  to  take  real  advantage  of 
those  two  domains,  you've  got  to  have 
an  integrated  structure.  You've  got 
to  decide  that  the  thing  is  going  to 
be  useful  and  economical  before  you 


Baker  of  Bell  Labs 


put  the  52%  in.  And  to  make  that 
decision  right,  you've  got  to  be  hand- 
in-glove  with  the  user.  And  we  are, 
because  we  happen  to  be  the  user. 

Why  not  work,  though,  for  all  the 
users,  all  the  telephone  companies  in 
the  country? 

Baker:  Well,  the  trouble  is,  every  one 
of  these  companies  is  specifically 
regulated.  We  don't  see  how  they 
could  risk  the  capital,  or  even  find 
it,  to  put  into  market  studies  and  ex- 
perimental designs  unless  it's  built 
right  into  their  particular  business. 
There's  no  way  we  know  of  they  can 
take  money  that  would  go  outside 
their  particular  business.  Perhaps  they 
could  explain  it  to  their  regulators, 
but  I  don't  think  they  could  convince 
anyone  else.  Everything  we  do,  you 
see,  is  under  control  of  the  operating 
companies  and/ or  Western  Electric, 
and  the  eye  of  the  Federal  Communi- 
cations Commission. 

Your  critics  say  that  operating  the 
way  you  do,  you  keep  your  costs  high 
in  order  to  inflate  your  rate  base,  and 
that  you  move  to  innovate  at  a 
snail's  pace. 

Baker  (with  a  note  of  irony) :  I  sup- 
pose that's  the  explanation  of  why  the 
cost  of  telephony  has  held  almost  con- 
stant while  the  cost  of  everything 
else  has  shot  through  the  roof.  It's  a 
lie  to  say  that  the  Bell  System  puts  in 
unneeded  expenses  and  that  the  Bell 
Labs  works  slowly.  It's  on  record  in 
courts  that  Western  Electric  charges 
AT&T  70%  of  what  you  can  buy  this 
equipment  for  on  the  outside,  as  an 
average.  And  the  Bell  Labs's  speed 
of  innovation  has  been  tops.  We  take 
about  half  the  time  of  any  other  sigr.i- 
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(ic  ant  innovation  process  you  can  cite, 
whether  it's  jet  engines  or  radial 
belted  tires  or  antihistamines. 

But  they  are  saying  that  if  you  let 
a  little  more  competition  into  this 
field,  prices  and  costs  might  well 
come  down,  and  service  would  go  up. 

Baker:  1  suppose  that  is  like  saying, 
well,  if  those  dairy  farmers  did  get 
just  a  little  bit  smarter  and  a  little 
better  feedings  the  price  of  milk 
would  go  down  as  the  price  of  ev- 
erything else  goes  up.  Of  course, 
what's  happening  is  that  the  price 
of  milk  is  going  up  along  with  every- 
thing else.  Now,  there  are  a  few  cases 
of  people  offering  parallel  services, 
in  the  microwave  lengths  between 
cities.  Well,  we  could  provide  the 
same  service  at  a  fraction  of  the  cost 
people  like  MCI  are  charging.  But 
if  we  do,  your  telephone  rates  here 
in  the  East  are  going  up  threefold, 
and  the  fellow  in  Corvallas,  Ore.,  will 
find  his  rates  up  tenfold.  Instead  of 
the  generally  averaged  telephone  sys- 
tem we  now  have,  we'd  have  all  kinds 
of  stratifications  and  inhibitions. 

Your  critics  might  say  you  do  a  bit 
of  book-juggling  in  averaging  those 
costs  and  then  setting  rates. 

Baker:  Well,  I  don't  know  what 
they  would  find  if  they  went  into 
conventional  industry  and  looked  for 
juggling.  I  would  hope  they  wouldn't 
find  any.  But  what  they  did  find  in 
the  defense  industry  was  pretty  aw- 
ful. That's  under  arm's  length  con- 
tracts. The  juggling  that's  alleged  may 
only  run  to  a  few  billion  dollars,  but 
it  would  pay  for  the  Bell  Labs'  re- 
search and  fundamental  development 
for  the  past  25  years. 

Speaking  of  scandals,  don't  you 
have  your  own  surrounding  activities 
at  Southwestern  Bell? 

Baker:  The  Southwestern  Bell  inci- 
dents are  very  disturbing,  mostly  be- 
cause they  are  so  utterly  out  of  char- 
acter for  the  Bell  System.  No  doubt 
there  was  disintegrity.  But  we  dis- 
covered it.  And  it  seems  to  be  re- 
lated to  the  fact  that  in  Texas  regula- 
tion is  by  hundreds  of  municipalities. 
So  hundreds  of  people  in  the  Bell 
System  dealt  with  local  politicians. 
These  people  felt  that  somehow  they 
were  doing  the  right  thing  to  deal 
with  local  politicians  on  behalf  of 
the  Bell  System.  It  turns  out  they 
were  doing  the  wrong  things. 


How  can  you  justify  wiretapping 
of  employees  and  all  the  rest? 

Baker:  That's  exceedingly  damaging 
and  may  well  be  true.  The  local  peo- 
ple were  subject  to  lots  of  indiscre- 
tions. Our  people  allegedly  listened 
to  that  and  then  used  it  as  a  method 
of  pressuring  them.  Bad  deal.  But 
that,  too,  has  been  followed  to  the 
bitter  end  and  it  has  been  stopped. 

//  the  Bell  System  has  to  be  bro- 
ken up,  finally,  wouldn't  it  make 
more  sense  to  take  an  innovative  lab 
like  yours  and  make  it  into  a  gov- 
ernment agency,  a  kind  of  National 
Aeronautics  ir  Space  Administration 
of  communications  research? 

Baker:  No.  It  hasn't  worked  and  it 
won't.  The  Government  had  the  re- 
sponsibility to  apply  nuclear  energy 
to  the  utility  field.  And  they've  got 


"If  the  utility  industry 
had  been  allowed  to  have 
the  integrated  structure 
that  we  now  have  . . . 
it  would  have  changed 
the  whole  nature 
of  American  economics." 


some  big  labs.  They've  done  brilliant 
work,  and  they've  produced  some  of 
the  best  reactor  designs.  But  they 
haven't  helped  the  utility  industry. 
It's  one  of  the  great  tragedies  of  this 
time.  We're  producing  no  more  than 
5%  of  our  electric  needs  from  nuclear 
plants  now,  whereas  even  the  most 
conservative  estimates  of  a  few  years 
ago  said  that  by  1975  it  ought  to  be 
12%  to  15%.  If  the  utility  industry  had 
been  allowed  to  have  the  integrated 
structure  that  we  now  have,  it  might 
have  been  more  than  25%.  It  would 
have  changed  the  whole  nature  of 
American  economics. 

But  they're  now  changing  the 
Atomic  Energy  Commission  and  the 
total  energy  setup. 

Baker:  But  there's  no  evidence  that 
they'll  be  able  to  do  much  better. 
Now  the  AEC  is  a  competent  and 
in  many  ways  distinguished  agency. 
The  General  Electrics  and  the  West- 
inghouses,  etc.  include  some  of  our 
greatest  enterprises.  But  all  are  in 
trouble  right  now  because  the  Gov- 


ernment has  not  permitted  them  to 
become  integrated  the  way  the  Bell 
System  has  managed  to  stay  in  one 
piece  up  to  now.  As  one  unit  we've 
been  able  to  conduct  between  7%  and 
8%  of  the  total  national  investment 
in  capital  each  year  since  1950.  One 
key  reason  we've  been  able  to  contin- 
ue to  do  that  while  the  utilities  and 
the  railroads  and  now  the  airlines 
are  going  down  and  down,  is  be- 
cause we  have  innovation  built  into 
our  structure.  On  this  point  the  At- 
torney General  seems  to  be  absolute- 
ly numb. 

Isn't  he  saying,  let  in  some  people 
who  are  also  good  at  innovation? 

Baker:  If  we  did,  if  we  let  in  the 
fragmented,  entrepreneurial,  get-rich- 
quick  type  of  industrial  suppliers  to 
control  the  kinds  of  apparatus  we  use, 
we  just  wouldn't  be  able  to  fit  one 
year's  plant  into  the  next,  to  say  noth- 
ing of  plant  40  years  ahead. 

Your  critics  say  that  this  concern 
for  fitting  the  plant  slows  down  real 
progress  in  communications. 

Baker:  They  are  the  same  people 
who  stood  up  in  front  of  the  energy 
advisory  council  when  we  met  a  few 
months  ago  and  said,  in  effect,  "You 
jerks  are  holding  back  the  country 
because  any  fool  knows  nuclear  fusion 
is  practical.  It's  been  in  the  lab." 
The  same  people  say  we're  not  mov- 
ing fast  enough  in  optical  fibers. 
These  people  pine  about  this  stuff, 
but  what  have  they  ever  done?  What 
do  they  know  about  innovation? 

They  feel  you  are  sitting  on  im- 
portant advances  that  might  come 
along  faster  if  you  were  pulled  out 
of  AT&T. 

Baker:  What  a  way  to  dissipate  the 
energies  and  interest  of  the  country! 
You  know,  we  might  have  gone  to 
Bussia  for  the  laser  if  Bell  Labs  hadn't 
had  the  opportunity  and  the  sup- 
port to  develop  one.  The  Russians 
had  a  couple  of  scientists  working 
on  one  at  the  time.  They  stopped. 
But  if  they  had  developed  it,  why, 
it  would  have  been  concealed,  and 
that  would  have  given  them  a  strong 
hold  on  some  capabilities  the  Free 
World  now  has.  I'm  convinced  the 
Attorney  General  spent  maybe  si\ 
minutes  on  his  final  decision  in  I  his 
suit,  and  he  may  have  deprived  tli<- 
world  of  major  scientific  advances  for 
the  next  century.   ■ 
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Kicking  The  Dog 

David  Beretta  has  a  thing  about 
nasty,  necessary  tasks.  During  the 
Korean  war  he  volunteered  to  test 
nerve  gas  for  the  Army— on  himself. 

Now,  as  the  newly  elected  chair- 
man and  chief  executive  of  Uniroyal, 
he  is  up  against  another  odorless,  col- 
orless peril:  Uniroyal  is  the  rubber 
company  with  a  liquidity  problem. 

With  $507  million  in  long-term 
debt  on  $600  million  of  equity,  and 
another  $110  miUion  in  short-term 
debt,  Uniroyal  is  the  most  highly  lev- 
eraged of  the  Big  Four  tire  makers. 
That's  not  counting  another  $100 
million  in  long-term  leases  and  a  stag- 
gering $421  million  in  unfunded  pen- 
sion liabilities— about  70%  of  stock- 
holders' equity. 

Not  surprisingly,  Uniroyal's  earn- 
ings have  shown  the  effects  of  that 
heavy  burden  of  interest  charges  and 
pension  costs.  Despite  repeated  prom- 
ises of  turnaround  and  some  $900  mil- 
lion in  added  sales  volume  over  the 
last  ten  years,  earnings  have  been 
hovering  at  about  $45  million  ever 
since  1966. 


To  be  sure,  Beretta's  predecessor, 
George  Vila,  spent  more  than  $150 
million  in  getting  a  head  start  in  the 
domestic  radial  tire  business.  But 
with  only  about  a  third  as  many 
outlets  as  Goodyear  or  Firestone, 
the  company  has  yet  to  cash  in  where 
it  counts— in  the  far  more  profitable 
replacement  market— despite  the  fact 
that  its  new  Zeta  line  of  tires  is  a  big 
step  forward  in  marketing. 

It  was  a  string  of  cost-cutting 
marketing  "rationalizations"— like  carv- 
ing up  the  company  by  product  line 
rather  than  geography— that  won  the 
46-year-old  Beretta,  a  lunch-skipping 
former  research  specialist,  the  chief 
executive's  title  this  month.  Losers, 
like  many  Uniroyal  footwear  lines, 
some  tire  lines  and  the  $25-million- 
a-year  Heller  double-knit  operation 
quietly  shut  down  last  month,  were 
"sloughed."  And  Beretta  plans  a  lot 
more  of  the  same  in  the  months 
immediately  ahead.  Division  general 
managers  have  been  promised  an  ex- 
tra $1  in  long-term  capital  for  their 
divisions  for  every  $2  in  working  cap- 
ital that  they  save. 

If  things  get  tighter  this  year,  as 


seems  likely,  some  of  Uniroyal's  "good" 
businesses,  like  golf  balls  and  golf 
equipment,  may  be  sold  as  well,  says 
Beretta,  so  the  company  can  concen- 
trate on  faster  growing  areas  like 
overseas  tire-making  (the  company 
is  No.  Two  in  France  behind  Miche- 
lin,  for  example),  agricultural  chem- 
icals and  the  power  transmission 
belts  of  the  sort  Uniroyal  supplies 
for  timing  drives  on  the  Vega  and 
Pinto.  Nor  can  a  dividend  cut  be 
ruled  out.  If  that  happens,  stockhold- 
ers will  lose  one  of  the  few  consola- 
tions they  have  had:  The  70-cent 
payment,  which  has  been  in  effect  for 
six  years,  yields  10%  on  the  current 
market  price. 

Beretta  has  no  illusions  about  the 
task  that  faces  him.  It  could  be,  he 
muses,  that  the  company  is  too  big 
for  its  own  good. 

"They  talk  about  those  supertank- 
ers that  take  seven  miles  to  stop. 
You've  got  to  decide  seven  miles  be- 
fore you  want  to  stop.  If  you  run  a 
small  business,  when  you  kick  the 
dog,  it  moves.  Running  a  corpora- 
tion like  this,  when  you  kick  it,  it 
doesn't  necessarily  move."  ■ 


Beretta  of  Uniroyal 
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How  to 
make  it  small 

in  business. 


Don't  think  big. 

When  you're  working  with  a  computer  printout  just 
remember  the  Xerox  7700  reduction  duplicator,  and  you'll  make 
it  small  fast. 

The  7700  with  its  Computer  Forms  Feeder  automatically 
feeds,  copies,  reduces  and  collates  an  unwieldy  printout  into  neat 
SVi  x  11  sets. 

Making  them  easy  to  handle.  Easy  to  file.  Easy  to  mail. 
And  easy  to  carry  in  an  ordinary  briefcase. 

The  7700  also  takes  care  of  all  your  day-to-day  copying  work. 

Like  making  size-for-size  copies.  Or  reducing  almost  any 
oversize  document  down  to  a  normal  people-size  document. 

Of  course,  when  you  finally  do  make  it  small  just  remember, 
it  was  Xerox  who  gave  you  your  first  big  break. 

XEROX 


XEROX*  and  7700  arc  trademarks  of  XEROX  CORPORATION. 
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A  Lovable  Surcharge 

A  refund  from  a  utility? 

Better  than  that,  says  President 
Jackson  C.  Hinds  of  the  Houston  gas 
company  Entex  (1974  sales:  $126 
million).  Entex  customers  will  get  an 
open-ended  equity  in  Entex  oil  and 
gas  drilling  ventures. 

Entex,  formerly  the  Texas,  Louisi- 
ana and  Mississippi  distribution  arm 
of  United  Gas  Corp.,  was  formed  in 
1970  when  the  Securities  &  Exchange 
Commission  forced  the  divestiture  of 
United  Gas'  distribution  properties 
from  Pennzoil.  Hinds  was  handed  the 
presidency,  and  in  four  years  proceed- 
ed to  more  than  double  earnings  per 
share  and  increase  dividends  some 
50%,  while  maintaining  Entex'  posi- 
tion of  having  the  smallest  investment 
per  customer  of  any  natural  gas  com- 
pany in  the  country.  For  the  year 
ended  June  30,  Entex  earned  over 
23%  on  shareholders'  equity. 

Just  luck,  says  Hinds,  a  good-na- 
tured, craggy  53.  Luck  to  be  in  a  gas- 
rich,  growing  area  with  most  of  its 
customers  in  the  favorable  Texas  reg- 
ulatory climate.  Still,  Hinds  says  he's 
happy  he  left  the  law  firm  that  num- 


bered Watergate  prosecutor  Leon 
Jaworski  among  its  partners.  "The 
Colonel's  [Jaworski's]  excellence  in 
the  law  convinced  me  that  I  might 
be  a  hell  of  a  businessman,"  he  re- 
calls, "but  never  as  good  a  lawyer 
as  he." 

But  Hinds  deserves  full  credit  for 
putting  together  last  year's  deal  with 
the  Louisiana  Public  Service  Commis- 
sion to  secure  Entex'  future  gas  re- 
quirements. Funded  by  a  1-cent-per- 
100-cubic-feet  surcharge  on  its  near- 
ly 125,000  Louisiana  customers,  Entex 
will  soon  begin  spending  $2  million  a 
year  drilling  on  onshore  Louisiana 
state  lands.  Unlike  other  gas  compa- 
nies such  as  Transoo,  which  have  also 
surcharged  their  customers  for  gas 
exploration  and  attempted  to  reduce 
rates,  in  the  future  Entex  will  share 
the  profits  directly  with  its  customers. 
If  Hinds  finds  gas,  they  will  get  all  of 
the  profits  in  the  form  of  a  credit  on 
their  gas  bills  until  they  have  re- 
ceived 150%  of  the  surcharge.  From 
then  on,  Entex  and  its  customers  will 
share  equally  in  further  profits. 

As  for  the  customers,  Hinds  says  he 
has  had  no  complaints  from  them 
so  far.   ■ 


Hinds  of  Entex 


"A  Mutual  Friend..." 

Honeywell  Chairman  James  Binger 
likes  it  because  of  "the  style  of  writ- 
ing and  the  apparent  depth  of  re- 
search." Investment  banker  Andr£ 
Meyer  of  Lazard  Freres  calls  it  "well 
done— it  condenses  information  into  a 
few  pages  and  the  interviews  are  in- 
teresting." Adds  another  executive, 
"My  wife  likes  to  lunch  with  her!" 

So  far,  in  less  than  two  years,  some 
150  top  executives,  including  Gen- 
eral Electric  Chairman  Reginald 
Jones,  Atlantic  Richfield  Chairman 
Robert  Anderson  and  Del  Monte  Presi- 
dent Richard  Landis,  have  happily 
plunked  down  $3,000  each  for  12 
monthly  issues  of  Danielle  Hune- 
belle's  four-page  International  Letter. 
A  little  name-dropping  with  a  French 
accent,  and  the  doors  open.  "A  mutual 
friend  .  .  .  the  president  of  .  .  .  thought 
you  might  be  interested,"  begins 
Hunebelle,  exuding  self-confidence, 
vivacity,  charm  and  chic.  "By  the  time 
I  get  there,  everybody  knows  who  I 
am  because  their  secretaries  have 
read  my  book  on  Kissinger." 

Aside  from  her  gossipy  book,  Dear 
Henry,  Hunebelle,  a  former  war  cor- 
respondent in  Greece  and  Indochina 
and    senior   editor   of   France's    slick 


Realties,  has  interviewed  such  world 
leaders  as  Ho  Chi  Minh,  Indira  Gan- 
dhi, Nasser,  Churchill,  Johnson  and 
Nixon.  She  is  also  a  prolific  filmmaker. 

Each  month  in  her  newsletter, 
Hunebelle  focuses  on  a  specific  coun- 
try, reviewing  political  and  economic 
conditions,  forecasting  changes  in 
government  policies  and  personnel, 
advising  on  the  best  investments,  of- 
fering helpful  tips  on  dealing  with 
local  executives,  noting  the  best  bets 
in  hotels  and  discotheques. 

Accomplished  journalist  though  she 
is,  Hunebelle  has  had  practically  no 
experience  in  financial  reporting.  This 
deters  her  not  in  the  slightest. 

"I  have  the  world's  greatest  re- 
porters," she  says,  claiming  backup 
help  from  moonlighters  on  papers  like 
the  London  Financial  Times  and  The 
Economist.  "American  journalists  lack 
the  capacity  for  synthesis.  This  is  my 
gift.  And  we  can  provide  information 
—on  a  strictly  confidential  basis— to 
which  no  one  else  has  access.  We 
have  a  scoop  every  month." 

And  what  do  these  monthly  scoops 
tell  Hunebelle  about  the  precarious 
state  of  the  world's  economy?  "To 
me,  the  recession  is  already  over— an- 
other six  or  eight  months,"  she  re- 
plies on  the  basis  of  recent  junkets 


to  the  U.S.,  Japan,  Chile,  Iran  and 
Indonesia.  "My  readers  tell  me  I'm 
too  optimistic.  I  say,  'I  think  }  ire 
crazy.  You  have  your  noses  in  )ur 
day-to-day  business,  and  you  don  see 
six  months,  a  year,  two  years  in  ad- 
vance.' It  is  my  job  to  see  further." 

As  her  countryman  Georges  Dan- 
ton  once  observed:  "Toujours  de 
Vaudace!"  ■ 


Journalist  Hunebelle 
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Joy  Of  Joists 

Nucor  Corp.  was  a  small  can  of 
worms  back  in  1965  when  F.  Kenneth 
Iverson  took  over  as  chief  executive. 
(The  company's  main  claim  to  fame 
was  that  its  predecessor  firm  was 
founded  in  1904  by  Ransome  E.  Olds 
to  produce  the  Reo  roadster.)  The 
struggling  North  Carolina-based  mini- 
conglomerate  was  running  over  $2 
million  in  the  red  on  just  $22  million 
sales.  Things  were  so  tight  that  Iver- 
son ran  the  business  from  a  card  table 
with  just  one  other  executive. 

Times  have  changed.  Last  year 
Nucor  earned  around  $8.5  million  on 
sales  of  $160  million  and  turned  in  a 
handsome  24%  return  on  equity. 

Unable  to  acquire  his  way  out  of 
the  red,  Iverson,  a  lean,  crew-cut 
metallurgist,  phased  out  operations 
like  sheet  metal,  semiconductors  and 
electromechanical  products,  and  con- 
centrated Nucor's  efforts  on  steel 
joists.  Unpromising  as  those  supports 
for  floors  and  roofs  may  seem,  de- 
mand was  growing  at  around  10%  a 
year  as  builders  switched  over  from 
heavier  I  beams.  Single-minded  and 


efficient,  Nucor  managed  to  increase 
its  shipments  at  a  30%  annual  rate. 
Today  Iverson's  company  dominates 
the  $500-million  joist  business  with  a 
20%  market  share— three  times  that  of 
its  nearest  rival. 

But  how  do  you  get  a  24%  return 
in  a  low-technology,  commodity  prod- 
uct like  steel  joists?  "Well,  for  one 
thing,  you  can  measure  costs  very  ex- 
actly in  this  business,"  says  Iverson. 
Nucor's  productivity  has  been  rising 
at  10%  a  year,  compared  with  just 
2.2%  a  year  for  the  rest  of  the  steel 
fabricating  industry. 

Another  reason  is  that  Nucor,  run- 
ning nonunion  plants,  pays  its  em- 
ployees well  but  is  free  from  restric- 
tive union  practices.  But  what  helped 
it  last  year  was  that  it  had  its  own 
steel  supply  and  did  not  pay  inflated 
prices  for  outside  steel. 

"We  designed  our  three  minimills 
to  compete  costwise  with  any  in  the 
world,"  Iverson  says  proudly.  He 
claims  Nucor  requires  less  than  five 
man-hours  per  ton  as  against  seven  or 
eight  for  comparable  U.S.  producers. 

Now,  with  construction  slowdowns 
lowering  demand  for  joists  but  a  con- 


Iverson  of  Nucor 


tinuing  global  steel  shortage  in  pros- 
pect {see  p.  24),  Iverson  is  switching 
emphasis.  He  plans  to  double  his 
steel-making  capacity.  Nucor's  future 
lies  in  steel  production,  he  says,  with 
joists  as  a  firm  support.  ■ 


Back  For  More 

Chairman  Fred  Allen  of  Pitney 
Bowes  is  a  man  with  strong  nerve. 
In  1973,  unable  to  weather  stiff  com- 
petition from  NCR,  Singer  and  In- 
ternational Business  Machines,  he 
wrote  off  $37  million  in  getting  out 
of  the  point-of-sale  computer  terminal 


business.  That  swamped  some  $20 
million  in  PB  mail  equipment  earn- 
ings, for  a  $22.4  million  loss. 

Is  Allen  now  going  for  a  low  pro- 
file? Not  at  all.  He's  planning  to  take 
on  Xerox  and  IBM  with  a  plain-pa- 
per copier  for  medium- volume  users. 

"One  of  the  things  I  am  beginning 
to  recognize  is  that  we  are  a  very, 
very  strong  company,"  says  Allen,  just 
returned  from  a  flurry  of  image- 
building  chats  with  the  financial  com- 
munity from  Montreal  to  Tokyo. 

No  doubt  about  it,  with  a  virtual 
monopoly  in  postage  meters  (92%  of 
the  market),  PB  can  take  a  lot  of 
punishment  in  new  ventures  and  re- 
main afloat.  Last  year,  with  point-of- 


Allen 

of 

Pitney  Bowes 


sale  gone,  mailing  equipment  con- 
tributed around  90%  of  PB's  $24  mil- 
lion in  earnings  and  73%  of  the  com- 
pany's $440  million  in  sales. 

But  Allen  is  not  content  with  stick- 
ing to  his  last.  He  will  try  to  cut  into 
Xerox'  over-75%  grip  on  the  medium- 
volume,  plain-paper  copier  business— 
a  risky  challenge,  when  such  compa- 
nies as  Saxon  Industries,  Litton  and 
Addressograph-Multigraph  have  still 
not  found  a  workable  attack. 

Pitney  is  no  stranger  to  the  copier 
field.  Since  1967  it  has  been  selling 
coated-paper  copiers,  although  prob- 
ably fewer  than  the  company  had 
hoped.  Now  it  has  a  new  plain-paper 
copier  designed  by  a  small  Dutch 
company  called  Oce-van  der  Grinten 
N.V.  Even  after  royalties  to  Oce-van, 
Allen  claims  Pitney  can  "market  this 
unit  competitively  and  profitably." 

Allen  concedes,  however,  that  he 
doesn't  expect  the  new  copier  to  start 
making  money  for  PB  until  1977. 
Even  then  he  doesn't  expect  copier 
sales  to  exceed  15%  of  PB's  total. 

Then  why  is  Allen  plunging  again, 
after  his  big  loss  in  computer  termi- 
nals? Allen  sees  the  push  into  copiers 
as  a  "normal  extension"  of  his  basic 
business  and  bristles  at  the  sugges- 
tion that  the  move  is  reminiscent  of  his 
computer  terminal  diversification.  ■ 
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The  Funds 


Johnson  of  Fidelity  Funds 

The  Coup 
That  Collapsed 

For  a  couple  of  days  last  month,  it 
looked  as  if  Boston-based  Fidelity 
Management  &  Research  Co.,  man- 
ager of  15  mutual  funds  with  $3 
billion  in  assets,  had  pulled  off  the 
greatest  mutual  fund  marketing  coup 
since  it  introduced  Gerald  Tsai  and 
the  go-go  era  in  the  mid-1960s. 

With  a  fanfare  befitting  the  dis- 
covery of  the  wheel,  Fidelity  an- 
nounced that  the  Federal  Deposit  In- 
surance Corp.  had  ruled  that  its  in- 
surance coverage  on  bank  certificates 
of  deposit  would  pass  through  to 
each  shareholder  of  Fidelity's  short- 
term  money  fund,  the  Fidelity  Daily 
Income  Trust. 

If  Fidelity's  fund  had  CDs  of  20 
banks,  said  Fidelity  boss  Edward 
"Ned"  Johnson  III,  each  shareholder 
would  be  insured  up  to  $800,000,  20 
times  the  usual  FDIC  coverage. 

A  corporation  that  bought  an 
$800,000  CD  from  a  bank  would  be 
insured  by  the  FDIC  for  only 
$40,000.  But  if  the  corporation  put 
the  money  with  Fidelity,  it  would  be 
insured  for  the  $800,000  in  the  fund's 
CDs.  More  enticing,  the  fund  was 
flexible.  You  could  put  money  in  one 
day  (and  collect  one  day's  interest) 
and    pull    it    out    the    next— which 


you  can't  do  with  a  CD  without  los- 
ing most  of  the  interest.  Moreover, 
the  fund  already  offered  check-writ- 
ing privileges  (minimum  check: 
$500),  which  meant  a  shareholder 
could  have,  say,  a  $75,000  checking 
account  earning  a  higher  rate  of  in- 
terest than  in  a  savings  bank. 

Not  surprisingly,  Fidelity  declared 
that  its  short-term  fund  would  hence- 
forth invest  only  in  CDs  and  govern- 
ment obligations.  Fidelity  seemed  to 
have  come  up  with  a  high-yielding, 
fail-safe  fund. 

Alas  for  Fidelity,  it  was  not  to  be. 

The  banks  screamed  bloody  mur- 
der. So  did  many  short-term  money 
funds:  They  had  been  organized  as 
corporations,  not  trusts,  and  thus 
would  be  ineligible  for  the  FDIC 
pass-through  coverage. 

The  FDIC  beat  a  hasty  retreat, 
notifying  Fidelity  that  its  opinion 
"may  have  been  based  on  inadequate 
understanding  of  the  nature  of  Fi- 
delity Daily  Income  Trust  and  is  be- 
ing reviewed.  .  . ." 

And  therein  lies  another  tale. 

It  turns  out  that  the  FDIC  never 
had  made  a  ruling.  All  Fidelity  had 
received  was  an  "opinion"  from  a 
second-level  FDIC  lawyer.  The 
FDIC's  board  of  directors  did  not 
know  of  the  opinion.  Nor  did  FDIC 
general  counsel,  Edward  Brandsilver. 
Says  a  chagrined  Brandsilver,  "I 
hadn't  heard  of  that  opinion  until  I 
saw  a  Fidelity  ad  in  the  newspaper." 

The  Fidelity  opinion  wasn't  un- 
precedented, however.  Last  Septem- 
ber the  FDIC  (with  the  knowledge 
of  all  higher-ups)  gave  Merrill  Lynch 
an  opinion  that  its  short-term  "in- 
vestment unit  trusts"  qualified  for  the 
insurance  coverage.  These  were 
closed-end  funds  that  invested  only 
in  CDs  and  matured  in  six  months. 

Brandsilver  says  that  the  Merrill 
Lynch  case  was  different.  There,  an 
investment  is  "in  specific  CDs  from 
a  specific  number  of  banks.  There 
is  no  management  investment  flexi- 
bility. That  is  a  little  closer  to  the 
pure  trust."  By  contrast,  a  Massachu- 
setts trust  like  Fidelity  is  not  a  trust, 
but  an  investment  company. 

Unlike  Fidelity,  Merrill  Lynch 
played  the  FDIC  angle  low-key.  Still, 
says  Brandsilver,  "We  got  plenty  of 
static.  But  the  clamor  died  down  be- 
cause interest  rates  started  to  decline, 
and  the  Merrill  Lynch  type  of  fund 
didn't  take  off  to  the  moon." 

As  a  result  of  the  Fidelity  flap, 
however,  "We're  reviewing  this  whole 
area,  not  just  from  a  legal  point  of 


view  but  also  from  a  policy  point  of 
view,"  says  Brandsilver.  "We're  look- 
ing at  the  consequences."  Implica- 
tion: In  the  future,  perhaps  no  fund, 
no  matter  how  organized,  will  get 
the  FDIC  pass-through  coverage. 

The  Federal  Reserve  Board  didn't 
like  the  decision  at  all.  Under  Regula- 
tion Q,  the  Fed  can  forbid  banks  from 
knowingly  selling  negotiated  CDs  to 
any  pool  of  money,  be  it  a  mutual 
fund  or  a  pension  fund.  The  Fed  was 
ready  to  invoke  Regulation  Q  until 
the  FDIC  suddenly  backed  off. 

The  Fed  was  worried  over  not  only 
what  such  FDIC  coverage  might  do 
to  the  banks,  but  also  that  it  might 
induce  funds  to  pay  much  more  at- 
tention to  yield  than  to  quality. 

Some  mutual  fund  executives  be- 
lieve Fidelity  could  have  kept  its 
FDIC  coverage  if  it  hadn't  been  so 
quick  and  loud  in  publicizing  it.  "If 
they  hadn't  done  that,"  says  one  short- 
term  fund  manager,  "everyone  might 
have  quietly  gone  along." 

"Fidelity  shot  its  mouth  off  too 
soon,"  says  another.  "They  had  some- 
thing that  was  borderline,  and  they 
just  went  hog  wild  on  the  damn 
thing.  They  didn't  even  clear  the 
wording  in  the  prospectus  with  the 
Securities  &  Exchange  Commission  be- 
fore their  announcement:  You  don't 
tell  the  public  you're  going  to  do 
something  unless  you  know  how 
you're  going  to  be  able  to  say  it  as 
far  as  the  SEC  is  concerned." 


This  Is  A  Bandwagon? 

Two  years  ago,  when  income  funds 
were  in  fashion,  Lincoln  National 
Corp.,  an  insurance  holding  compa- 
ny with  over  $4  billion  in  assets, 
hopped  on  the  bandwagon  with  Lin- 
coln National  Direct  Placement  Fund. 
Walter  Gadient  of  Lincoln  thought  he 
had  something  special— he  would  get 
a  higher  yield  by  going  into  direct 
placement  of  bonds. 

Alas,  interest  rates  rose  sharply, 
and  bond  prices  sank  as  fast  as  the 
Titanic.  Indeed,  the  principal  fell 
faster  than  the  amount  of  income 
that  came  in,  producing  a  negative 
total  yield.  Result:  Lincoln  shares 
now  sell  at  a  28%  discount  from  its 
shrunken  net  asset  value  (which  the 
fund  estimates  on  the  basis  of  mar- 
ket prices  for  similar  but  traded 
bonds).  Every  $1,000  invested  in 
Lincoln  at  its  offering  price  is  now 
worth  only  $530.  Some  income  fund! 
Some  bandwagon!  ■ 
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The  first  billion-copy  year  in  magazine  history! 

Readers  buy  magazines  to  get  something 
that's  important  to  them.  Our  subject  is  television. 
We  poke  and  probe  and  report  what  the  medium 
is  doing.  Beyond  that,  we  analyze  its  long  range 
effects  on  American  life.  That's  important  to  more 
than  42.5  million  adult  readers,  every  week. 

That  audience,  coupled  with  our  efficiency,  is 
important  to  advertisers.  In  1974,  our  billion-copy 
year  also  saw  ad  pages  increase  to  2,595,  and 
PIB  ad  revenues  climb  over  $125,000,000. 


TV 
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America's  largest  selling  magazine 


Sources:  Publisher's  estimates,  Simmons. 


Just  published 


MM————— — 


For  a  Changing 
JEcojiojny 


January  1975 


MerrilJ  Lynch  Pierce  Fanner  8  Smith  lnc 


This  new  report  from  Merrill  Lynch 
takes  a  close  look  at  investments  especially  selected  for  today's  economy. 


•  Opportunities  in  Treasury  bills,  notes, 
bonds.  How  to  get  6.9%  to  more  than 

8%  on  your  money  — government  guaran- 
teed. Plus  points  to  consider  before  com- 
mitting your  money  for  the  long  term. 

•  Uncommon  values  in  common  stocks. 
8  companies  to  consider  for  high  yields 
now.  Plus  8  blue  chips  we  think  are  espe- 
cially attractive  for  the  long  term. 

•  High  yields  from  tax-free  municipal 
bonds.  Why  they  could  be  an  especially 
good  investment  right  now.  How  the 
Federal  Reserve's  money  policies  could 
affect  interest  rates  later  on. 

•  Guide  to  short-term  securities. 

How  the  Federal  Reserve  is  affecting  the 
short-term  market.  What  makes  interest 
rates  decline.  Plus  a  list  of  10  selected 
issues. 

•  Fresh  thinking  on  corporate  bonds. 

Should  you  lock  in  high  yields  now? 
Page  13  explores  interest  rates,  points 


out  possible  dangers,  lists  15  bonds  with 
yields  from  7.5%  to  over  9%. 

•  The  pros  and  cons  of  buying  gold. 

Do  the  risks  outweigh  the  possible 
rewards?  Here's  a  look  at  a  new  invest- 
ment possibility.  Plus  basic  buying  infor 
mation  every  investor  should  have. 
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Send  for  free  report,  "Investments 
for  a  Changing  Economy" 

Mail  to:  Merrill  Lynch  Service  Center 
Box  700,  Nevada,  Iowa  50201 

Name 


Address. 
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State 


Zip. 


Home  Phone_ 


Business  Phone 

Merrill  Lynch  customers,  please  pive  name 
and  office  address  of  Account  Executive: 


Merrill  Lynch  Pierce  Fenner  &  Smith  Inc. 
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rve  Board  Index  of  Industrial  Production)         Commerce  retail  store  safes)                             •  How  much  are  workers  earning?  (Dept.  of 

iat  volume  of  hard  goods  are  we  ordering?     •  To  what  extent  are  consumers  going  into        Commerce  personal  income,  wage  and  salary 

ept.  of  Commerce  latest  three  months  new         debt?  (Federal  Reserve  net  change  in  con-        disbursements) 

1ers  of  durable  goods  related  to  inventories)        sumer  installment  debt)                                     •  How  many  people  have  been  laid  off?  (U,  S. 

w  intensively  are  we  building?  (Dept.  of     •  How  costly  are  services?  (Dept.  of  Commerce        Dept.  of  Labor  initial  unemployment  claims) 

Market  Comment 


Facing  Facts 


By  L.  O.  Hooper 


When  Americans  are  faced  with  liv- 
ing with  anything  unpleasant,  they 
are  very  impatient.  They  want  instant 
action  and  immediate  results.  Some- 
times, though,  neither  the  economy 
nor  the  stock  market  can  be  hurried. 

Currently,  there  is  popular  demand 
for  a  miracle.  The  public  wants  an 
abundant  supply  of  oil  at  lower 
prices;  lower  commodity  prices  gen- 
erally and  lower  taxes;  increasing 
employment  at  higher  wages;  addi- 
tional savings;  rising  stock  prices 
while  the  economy  is  deteriorating; 
and  an  easing  of  inflationary  pres- 
sures while  the  Federal  Government 
and  the  Fed  are  trying  to  stimulate 
the  economy. 

Political  thinking,  and  much  legis- 
lation, for  the  past  40  years  has  been 
aimed  at  preventing  another  major 
depression.  The  welfare  state  is  full  of 
built-in  checks  and  balances  aimed  at 
controlling  social  disasters.  The  strong 
thread  that  holds  most  of  those  de- 
Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


vices  together  centers  around  spend- 
ing more  and  taxing  less  when  real 
problems  threaten  or  actually  loom. 

Do  Something! 

With  business,  economic  and  social 
deterioration  now  stronger  than  at  any 
time  since  the  1930s,  the  public  and 
the  business  community  are  pressur- 
ing Washington  and  the  Fed  "to  do 
something"  about  it— and  to  do  it 
quickly.  In  other  words,  the  pressure 
is  against  just  waiting  for  the  built-in 
checks  and  balances  of  the  welfare 
state  to  begin  to  act,  and  for  action 
to  supplement  and  to  strengthen  these 
supports  with  easier  and  more  abun- 
dant money,  with  a  sharp  increase  in 
government  spending  and  government 
borrowing  coupled  with  lower  taxes. 

All  this  monkeying  with  the  econ- 
omy—whether it  be  an  integral  part 
of  the  established  welfare  state  or  in 
the  form  of  new  activist  measures— is 
essentially  inflationary  rather  than  de- 
flationary. Much  of  it  is  really  being 
tried  for  the  first  time,  and  a  good 


part  of  it  is  implemented  by  untried 
economic  "engineers"  with  little  ex- 
perience of  new  governing  throttles. 

The  first  thing  that  has  to  be  done 
involves  an  inevitable  unpleasantness 
that  the  public  has  been  most  re- 
luctant to  accept:  to  limit  domestic 
consumption  of  imported  petroleum 
and  thus  force  down  the  use  of  ener- 
gy at  prices  which  the  country  can- 
not long  afford.  This  problem,  with- 
out question  the  major  one,  is  apart 
from  the  checks  and  balances  in  the 
welfare  state  and  is  only  remotely 
associated  with  normal  measures  to 
supplement  those  built-in  antidepres- 
sion  measures.  Whether  or  not  Con- 
gress and  the  President  meet  this  oil 
problem  head-on  seems  to  me  to  be 
the  most  important  element.  For  over 
a  year  we  have  been  just  talking 
about  this  without  doing  anything 
about  it,  because  no  one  has  been 
willing  to  commit  the  unpleasant  act. 

The  second  nonregulative  factor  is 
our  need  for  good  crops  of  food  and 
fiber,  not  only  in  America  but  all 
over  the  world.  That  would  bring 
down  the  price  of  food,  which  has 
skyrocketed  because  of  poor  crops 
practically  everywhere  in  1974. 

The  third  factor,  one  difficult  to 
measure  currently,  is  the  stimulative 
effect  we  can  expect  in  the  late  spring 
and  early  summer  of  1975  of  easier 
credit  policies  in  operation  for  months 
now;  the  effect  of  such  easy  credit 
is  delayed  rather  than  immediate.  To 
some  extent,  of  course,  more  govern- 
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You  don't 
have  to  pay  a 
percentage  fee 
to  get  competent 
investment 
counsel 

As  a  Babson  Client  you  will  receive 
professional  investment  counsel  at  a 
reasonable  fixed  fee  regardless  of 
your  total  portfolio  value.  We  think 
the  modest  cost  will  pleasantly  sur- 
prise you. 

Babson's  70  years'  experience,  in- 
dependent research  and  modern 
computer  can  provide  you  with  un- 
biased, professional  investment  coun- 
sel suited  to  your  personal  objectives. 
Mail  this  coupon  for  complete  details. 

jtfttfc  babson's 
IfmF  reports,  inc. 

Investment  Management  Division 

Wellesley  Hills,  Mass.  02181 
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ment  spending  and  larger  deficits  to 
finance  fresh  borrowing  tend  to  neu- 
tralize easier  credit. 

Where  does  all  this  leave  the  stock 
market?  What  will  it  do  to  equity 
prices  and  to  the  tone  of  the  financial 
markets  through  1975?  There's  no 
doubt  about  a  number  of  things.  The 
trend  in  business  and  earnings,  at 
least  through  the  first  three  quarters 
of  1975,  will  be  down.  Stock  prices,^ 
to  a  large  extent,  have  already  dis- 
counted this  bearish  factor  by  drop- 
ping to  the  lowest  levels  in  relation 
to  fundamental  values  in  about  30 
years.  Stock  owners,  whether  the 
public  or  institutions,  have  taken  a 
terrible  licking  in  equities  and  are 
chastened  and  more  interested  in 
high  income  and  alleged  safety  than 
in  capital  appreciation;  that  situa- 
tion is  not  likely  to  change  quickly. 
There  is  still  a  shortage  of  liquid  cap- 
ital, and  relatively  unemployed  mon- 
ey is  what  bull  markets  thrive  on. 
There  are  abnormal,  even  if  vague, 
fearful  dangers  in  the  world  econom- 
ic and  financial  structure  because 
most  overseas  nations  are  in  even 
worse  shape  than  the  U.S. 

Rapid  Rallies,  Discouraging  Declines 

I  think  this  all  adds  up  to  ner- 
vousness and  low  trading  volume  in 
the  stock  market  this  year.  I  am  look- 
ing for  some  fast  and  violent  rallies, 
but  rallies  that  won't  be  sustained.  I 
am  also  looking  for  some  periods  of 
discouragement  and  despair  leading 
to  the  same  kind  of  indifference  about 
values  we  saw  so  often  in  1974. 

I  would  guess,  and  that's  the  right 
word,  that  the  Dow  Jones  industrials 
sometime  this  year  may  get  up  in  the 
750-800  area,  and  at  another  time 
may  threaten  to  go  down  through  the 
550  area.  At  the  end  of  1975,  I  ex- 
pect the  Dow  to  be  higher  than  at  the 
end  of  1974,  but  I  do  not  see  the 
beginning  of  a  new  bull  market  of 
the  type  this  generation  regards  as 
a  bull  market. 

This  column  for  the  past  27  years 
has  preferred  to  talk  more  about  the 
long  pull  and  investment,  and  less 
about  the  short  pull  and  speculation. 
At  this  point,  the  writer  feels  that 
he  can  talk  only  about  speculation 
and  the  short  pull  (say,  six  months 
to  a  year).  If  Washington  in  the  next 
one  or  two  months  does  what  I  think 
it  will  do  (a  drastic  oil  policy  plus  a 
tax  cut),  prices  are  likely  to  rise,  per- 
haps to  around  the  700  level  in  the 
Dow.  A  great  many  individual  issues, 
however,  will  probably  do  very  little. 

The  kind  of  an  oil  policy  I  antici- 
pate should  help  the  coal-related 
stocks,  such  as  Kennecott  (36),  Con- 
tinental Oil  (44),  Occidental  Petrole- 
um (12),  Eastern  Gas  ir  Fuel  (24), 


Pittston  (40),  Burlington  Northern 
(40),  Union  Pacific  (69)  and  Amax 
Inc.  (29). 

It  should  also  help  the  already 
popular  oil-drilling-related  companies, 
especially  Hughes  Tool  (73)  and 
Dresser  Industries  (44).  It  may  not 
help  the  international  oils,  but  I  doubt 
if  it  will  hurt  them  as  much  as  some 
analysts  have  been  expecting.  If  the 
policy  is  as  repressive  to  petroleum 
use  as  it  should  be,  it  obviously  will 
hurt  the  motels  and  industries  relat- 
ed to  automobile  use.  It  won't  help 
the  automotive  issues,  but  these  have 
already  discounted  a  lot  of  trouble. 
I  question  the  oft-expressed  idea  that 
the  love  affair  between  the  Ameri- 
can people  and  the  automobile  is  now 
a  busted  romance. 

Inventory  liquidation,  long  delayed, 
is  now  gaining  momentum.  It  first 
appeared  in  copper  and  other  non- 
ferrous  metals.  It  has  suddenly  ap- 
peared in  sugar  and  cocoa,  and  this 
month's  retail  sales  show  it  in  all 
kinds  of  apparel  and  in  most  other 
consumer  goods.  There's  no  need  to 
mention  automobiles,  TV  sets,  white 
goods  or  household  devices.  The  liq- 
uidation of  inventories  is  showing  up 
in  less  demand  for  bank  credit,  and 
the  credit  situation  is  further  eased 
by  the  abandonment  of  so  many  elec- 
tric utility  expansion  programs  and 
by  the  cutting  back  of  other  capital 
goods  expansion  projects. 

One  of  the  stocks  which  may  be 
helped  by  the  change  in  the  sugar 
situation  is  Coca-Cola  (56);  the  mar- 
ket appears  to  have  overdiscounted 
the  company's  troubles  by  dropping 
from  a  1974  high  of  12731.  Easier 
money,  high  interest  rates  and  a  con- 
tinuing high  cash  flow  also  are  favor- 
able to  the  life  insurance  shares. 
Among  these  may  be  mentioned  Lin- 
coln National  (25),  Kansas  City  Life 
(18)  and  Great  Southern  (9).  Insur- 
ance companies  strong  in  life  and  not 
too  concentrated  in  fire,  casualty, 
health  and  title  business  are  preferred. 

A  stock  that  has  performed  poor- 
ly in  relation  to  the  company's  per- 
formance is  Ethyl  Corp.  (23).  For 
15  consecutive  quarters  Ethyl's  pel 
share  earnings  have  been  higher  than 
in  the  same  quarter  of  the  earlier 
12-month  period.  Last  year's  net  was 
more  than  $7  a  share,  as  against  $5.02 
in  1973;  per-share  earnings  have  been 
progressively  higher  each  year  linoe 
1968.  While  antiknock  compounds  arc 
still  a  leading  source  of  earnings,  there 
has  been  diversification  into  papers, 
aluminum,  industrial  chemicals,  film. 
coal  (95%  of  Elk  Horn  Coal)  and 
medical  and  dental  products  (12.5% 
of  Cooper  Laboratories).  Abroad,  the 
antiknock  business  is  bigger  than  ever, 
and  it  is  far  from  dead  at  home.   ■ 
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Let  Value  Line  Help  You  Pinpoint 

STOCKS  WITH  9%  YIELDS  PLUS 
SUPERIOR  RECOVERY  POTENTIAL 


The  opportunities  for  rich  dividend  yields 
available  in  today's  stock  market  may  not  be 
seen  again  in  this  generation.  And  they  may 
not  last  much  longer. 

When  stock  prices  climb,  percentage  yields 
decline.  So,  for  investors  who  want  to  take  ad- 
vantage, time  may  be  crucial.  Here  is  how 
things  stand  now: 

At  their  recent  prices,  332  stocks  of  the 
more  than  1500  under  continuous  review  by 
Value  Line  were  yielding  9%  or  higher — on  the 
basis  of  the  dividend  payments  we  estimate  in 
the  next  12  months;  84  were  yielding  12%  or 
higher.  (The  Value  Line  Investment  Survey 
11/8/74.)  This  is  an  extraordinary  situation. 


Important  Warning 

But  it  could  be  a  sad  mistake  to  rush  into 
stocks  on  the  basis  of  high  yields  alone.  You 
need  to  know  a  lot  more. 

For  instance,  some  high-yielding  stocks 
have  shaky  earnings  and  may  be  hard  pressed 
to  maintain  present  dividend  levels,  let  alone 
increase  them.  Others,  faced  with  huge  capital 
requirements,  may  have  to  retain  a  larger  por- 
tion of  earnings. 

Moreover,  nearly  half  the  332  stocks  yield- 
ing 9%  and  up  are  now  ranked  unfavorably  by 
Value  Line  for  Probable  Market  Perform- 
ance in  the  Next  12  Months,  relative  to  all 
1500  stocks  under  regular  review.  Regardless 
of  their  yields,  these  stocks  should,  we  think, 
be  avoided  for  the  time  being. 

31  "Combination"  Stocks 

Only  31  of  the  332  high-yielding  stocks  are 
also  (a)  ranked  favorably  for  next-12-months 
Probable  Market  Performance  AND  (b) 
ranked  average  or  better  for  long-term  invest- 
ment Safety.  (Value  Line  1 1/8/74.)  The  Value 
Line  Survey  also  shows.  .  . 

•The  current  yields  of  these  31  "com- 
bination" stocks  range  from  9%  to  12.1%. 
The  average  for  all  of  them  is  9.9%. 

•  In  most  cases,  their  dividends  are  well 
"covered"  by  earnings.  On  average,  they 
are  paying  out  less  than  40%  of  net  income 
in  dividends. 

•  Based  on  our  estimates  of  their  future 
dividends,  these  stocks — if  purchased  at 
current  prices — will  be  yielding  today's 
buyer  an  average  of  13%  within  the  next  3 
to  5  years;  10  of  them,  we  estimate,  will  be 
in  the  14%  to  20%  yield  range. 

•  These  stocks  also  offer  worthwhile  capital 
growth  possibilities.  Our  estimates  of  their 
future  earnings  and  P/E  ratios  indicate  an 
average  Appreciation  Potentiality  in  the 
next  3  to  5  years  of  over  200%. 

For  Example . . . 

This  steel  stock,  at  its  recent  price  of  15, 
currently  yields  10.7%  (based  on  estimated 
dividends  of  $1.60  per  share  in  the  next  12 
months).  The  dividend  payout  comes  to  only 
32%  of  estimated  net  income.  Within  3  to  5 
years,  we  project  annual  dividends  around 
$3.00  per  share — for  about  a  20%  yield  against 
the  stock's  recent  price  of  15.  Within  the  same 
period,  we  calculate  the  stock's  Appreciation 
.Potentiality  at  more  than  200%.  This  stock  is 


also  ranked  Above  Average  by  Value  Line  for 
year-ahead  Market  Performance  and  Average 
for  Safety  (Value  Line  11/8/74). 

How  The  Ranks  Work 

Every  week  Value  Line  ranks  more  than  1500 
stocks — each  relative  to  all  the  others — for  in- 
vestment Safety  and  for  Probable  Market  Per- 
formance in  the  Next  12  Months.  The  ranks 
range  from  1  (Highest)  down  to  5  (Lowest). 

The  Safety  rank  primarily  reflects  the 
degree  to  which  a  stock  typically  fluctuates 
above  and  below  its  own  long-term  price 
trend.  The  higher  the  rank,  the  greater  the 
price  stability. 

The  rank  for  Probable  Market  Perfor- 
mance segregates  stocks  into  five  groups  as 
follows: 

100  stocks  are  ranked  1  (Highest) 
350  stocks  are  ranked  2  (Above  Average) 
600  stocks  are  ranked  3  (Average) 
350  stocks  are  ranked  4  (Below  Average) 
100  stocks  are  ranked  5  (Lowest) 

The  higher  the  rank,  the  stronger  the 
relative  price  performance  we  expect  in  the 
next  12  months.  While  not  every  stock  will 
always  perform  exactly  in  accord  with  its 
rank,  such  a  large  majority  have  in  the  past 
that  we  believe  no  serious  investor  can  in- 
telligently afford  to  ignore  these  ranks. 

Whatever  else  you  are  looking  for  in 
stocks,  we  recommend  that  you  con- 
centrate on  stocks  which  are  also  rank- 
ed 1  (Highest)  or  2  (Above  Average)  by 
Value  Line  for  Probable  Market  Per- 
formance in  the  Next  12  Months. 

•  Updated  Every  Week 

Every  week — for  EACH  of  more  than  1500 
stocks — the  Value  Line  Survey  updates.  .  . 

a)  Rank  for  Probable  Market  Performance 
in  the  Next  12  Months; 

b)  Rank  for  investment  Safety; 

c)  Estimated  Yield  in  the  next  12  months; 

d)  Estimated  Appreciation  Potentiality  in 
the  next  3  to  5  years; 

e)  Latest  Price,  earnings,  P/E  and  dividend 
data. 

In  addition,  each  of  the  more  than  1500 
stocks  is  the  subject  of  a  comprehensive  new 
full-page  report  at  least  once  every  three 
months — including  23  series  of  vital  financial 
and  operating  statistics  going  back  10  years 
and  estimated  3  to  5  years  into  the  future. 


All  told,  Value  Line  gives  you  more 
meaningful  data  and  evaluations  on  each  of 
1 500  stocks  than  any  other  investment  source 
we  know  of.  And  it's  organized  for  quick  and 
easy  reference.  (With  the  latest  weekly  Value 
Line  Survey,  for  instance,  it  would  take  you 
just  minutes  to  check  which  stocks  currently 
yield  8%  or  9%  or  10%  or  more.) 

Special  $29  Offer 

You  can  now  receive  the  complete  Value  Line 
Investment  Survey  for  the  next  13  weeks  for 
only  $29.  Your  introductory  trial  will  bring 
you  everything  that  goes  to  the  full-term  sub- 
scribers, including  .  .  . 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (24  pages) . . .  showing 
the  current  ratings  of  more  than  1500  stocks 
for  future  relative  Price  Performance  and 
Safety— together  with  their  Estimated  Yields 
and  the  latest  earnings,  dividends  and  P/E 
data. 

EVERY  WEEK  a  new  RATINGS  & 
REPORTS  section  (144  pages) . . .  with 
full-page  analyses  of  about  120  stocks,  during 
the  course  of  every  13  weeks,  new  full-page 
reports  like  this  are  issued  on  every  one  of  the 
more  than  1500  stocks  under  regular  review. 
(It  takes  but  a  minute  a  week  to  file  the  new 
reports  in  your  Value  Line  binder.) 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (4  pages)  . . .  with  a 
detailed  analysis  of  an  Especially 
Recommended  Stock — plus  a  wealth  of  in- 
vestment background  including  the  Value  Line 
Average  of  more  than  1500  stocks. 

PLUS  THIS  BONUS  . . .  Value  Line's  com- 
plete 1800-page  Investors  Reference  Service 
(sold  separately  for  $35),  with  our  latest  full- 
page  reports  on  all  stocks  under  review — fully 
indexed  for  your  immediate  reference.  This 
two-volume  bonus  will  be  shipped  to  you  by 
special  handling. 

Money  Back  Guarantee. 

You  take  no  risk  in  accepting  this  special 
offer.  If  you  are  not  completely  satisfied  with 
the  Value  Line  Survey,  just  return  the  material 
you  have  received  within  .'0  days  for  a  full  re- 
fund of  your  fee. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  coupon  today.  Time  is  important. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44th  STREET  •  NEW  YORK.  NY.  10017 


Yes,  I  would  like  to  try  The  Value  Line  Investment  Survey 
for  the  next  13  weeks  at  the  special  trial  rate  of  S29  .  .  .  and 
understand  that  I  will  also  receive,  as  a  bonus,  the  1800- 
page  Investors  Reference  Service  at  no  additional  cost.  In 
addition,  I  understand  that  if  dissatisfied  for  any  reason,  I 
may  return  the  material  within  thirty  days  and  my  money 
will  be  refunded  without  question. 

This  special  offer  is  limited  to  new  subscriptions  and  is 
available  only  once  to  any  household  every  two  years. 
Q  $29  Payment  enclosed  (Trial  subscriptions  must  be  ac- 
companied by  payment). 

Subscription  fees  are  fully  tax-deductible.  Foreign  rates  upon  re- 
quest. No  assignment  of  this  agreement  will  be  made  without  sub- 
scriber's consent. 
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Throwing  Darts 
The  Stock  Tables 


By  Heinz  H.  Biel 


If  anything  was  ever  predictable  in 
the  field  of  economics,  it  was  the  bat- 
tle of  priorities  which  is  now  shaping 
up.  It  was  inevitable. 

Only  a  few  months  ago,  right  after 
his  inauguration  and  again  at  the  eco- 
nomic confab  in  Washington,  Presi- 
dent Ford  declared  inflation  enemy 
number  one.  He  went  so  far  as  to 
propose  a  5%  income  tax  surcharge. 
But  now,  it  seems,  the  shoe  is  on 
the  other  foot.  Recession  is  about  to 
be  named  enemy  number  one.  Instead 
of  a  tax  increase,  the  clamor  is  for  a 
tax  cut.  Instead  of  desperately  striving 
for  a  balanced  budget,  we  are  being 
conditioned  to  accept  deficits  ranging 
upwards  of  $30  billion  a  year.  The 
list  of  proposals  to  get  the  country  out 
of  the  slump  is  lengthening  daily. 

I  don't  envy  President  Ford.  He 
will  be  subjected  to  great  pressures. 
Massive  unemployment  is  a  dreadful 
experience.  No  one  can  be  so  heart- 
less as  to  ignore  the  misery  it  causes. 
Yet,  before  we  embark  on  a  broad 
and  possibly  unnecessary  and  poten- 
tially dangerous  program  of  economic 
stimulation,  let  us  carefully  consider 
some  aspects: 

•  Unemployment  at  present,  al- 
though serious  by  sheer  numbers,  is 
less  than  one-half  the  rate,  percent- 
agewise, of  what  it  was  in  1940  after 
seven  years  of  fruitless  New  Deal  ef- 
forts to  rekindle  the  economy.  It  was 
World  War  II  that  bailed  out  Mr. 
Roosevelt,  not  his  economic  policies; 
they  didn't  work. 

•  President  Eisenhower,  in  1958, 
faced  a  situation  similar  to  the  present 
one.  The  lobbyists  practically  broke 
down  the  doors  of  the  White  House, 
and  he  succumbed.  The  result  was 
the  largest  peacetime  deficit  ever.  Ac- 
tually, the  economy  had  turned  up 
before  the  stimulants  could  take  ef- 
fect. They  were  not  needed. 

•  It  reflects  no  lack  of  compassion 
for  the  unemployed  to  seek  protection 
for  the  growing  number  of  retired 
people  and  pensioners  whose  moder- 
ate income  is  being  brutally  eroded 
by  inflation.  No  lobby  speaks  for  the 
untold  millions  of  Americans  whose 
life  insurance  and  savings  are  being 
"taxed"  at  rates  now  exceeding  10%  a 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


year.   We  can't  allow  this  to   go  on 
indefinitely. 

A  recession  is  serious,  damn  serious. 
But  so  is  inflation. 

The  Golden  Trap 

Our  friends  on  the  other  side  of  the 
Atlantic  were  all  set  for  the  legaliza- 
tion of  gold  ownership  in  the  U.S.  On 
Dec.  30,  the  day  before  G-Day,  they 
succeeded  in  lifting  the  price  of  gold 
to  a  record  $197.50  an  ounce.  Hav- 
ing heard  that  in  America  a  sucker  is 
born  every  minute,  the  Europeans 
were  ready  to  let  us  have  it. 

The  American  public  deserves  high 
credit  for  not  falling  into  the  trap.  By 
and  large  they  ignored  the  whole 
thing,  despite  the  massive  advertising 
by  those  who  wanted  to  peddle  gold 
to  the  suckers.  The  fact  that  the  price 
of  gold  fluctuated  violently  in  the  first 
few  days  after  legalization  should 
convince  everyone  that  gold  is  not 
exactly  a  riskless  investment.  And 
that,  of  course,  goes  for  gold  mining 
stocks,  too. 

I  am  not  arguing  about  the  inher- 
ent merits  of  gold.  A  great  many  peo- 
ple believe  in  it,  and,  if  we  and  other 
countries  now  embark  on  an  anti- 
recession inflationary  binge,  the  price 
of  gold  many  indeed  go  higher.  Those 
who  want  the  protection  that  gold 
may  afford,  and  who  can  assume  the 
not  inconsiderable  risks  involved,  will 
be  best  served  in  the  several  futures 
markets  now  dealing  in  gold  in  New 
York  and  Chicago.  The  commissions 
and  margins  are  low;  no  premium  has 
to  be  paid  above  the  actual  gold 
price;  there  are  no  charges  for  stor- 
age, insurance  or  assay;  and  no  sales 
tax.  Buyers  of  "wafers,"  bars  or  coins 
should  carefully  calculate  how  much 
the  price  of  gold  will  have  to  ad- 
vance before  they  can  get  out  without 
a  loss.  The  smaller  the  amount  in- 
volved, the  greater  the  cost.  The  loss 
of  interest,  of  course,  must  also  be 
taken  into  account. 

Aside  from  gold  mining  stocks, 
which  live  a  life  of  their  own,  the 
stock  market  has  behaved  in  a  tradi- 
tional year-end  manner.  Only  a  fool 
would  dare  to  guess  how  far  this  rally 
will  carry  or  how  long  it  will  last. 
However,  if  the  averages— I  would 
use  the  DJI  and  the  S&P  500-during 


the  first  two  months  of  the  New  Year 
can  hold  above  their  December  lows, 
the  chances  are  very  good  that  this 
will  be  an  up  year.  There  is  no  pro- 
found wisdom  behind  this  statement. 
It's  purely  empirical,  but  it  works 
most  of  the  time. 

In  previous  columns  I  have  ex- 
pressed the  opinion  that  the  worst  is 
over,  as  far  as  this  bear  market  is  con- 
K  cerned.  I  continue  to  believe  this  to 
be  the  case  despite  the  rapid  deterio- 
ration of  the  economy,  which  hardly 
comes  as  a  surprise  to  anyone  who 
had  kept  his  eyes  open  last  year. 
While  one  cannot  of  course  rule  out 
the  possibility  of  another  major  shock, 
such  as  renewed  hostilities  in  the 
Near  East  or  heaven  knows  what 
else,  the  great  majority  of  stocks  have 
already  seen  their  lows. 

It  is,  I  believe,  premature  to  be 
fully  committed  in  common  stocks  at 
this  stage,  but  there  is  also  a  con- 
siderable risk  in  being  out  of  the 
market  altogether.  So  many  stocks 
are  so  very  reasonably  priced  that 
one  can  almost  throw  darts  at  the 
stock  tables  and  come  out  alright.  At 
this  point  it  isn't  so  much  a  question 
of  what  to  buy  as  of  what  not  to  buy. 

Westinghouse  Electric  (10),  whose 
nearly  88  million  shares  are  owned 
by  millions  of  investors  and  more  than 
300  institutions,  is  an  example  of  a 
stock  that  I'd  prefer  to  avoid.  Aside 
from  the  fact  that  the  company  has 
a  very  low  rating  in  profitability, 
growth  and  stock  market  perfor- 
mances in  Forbes'  Report  on  Ameri- 
can Industry— keep  that  Jan.  1  issue 
handy  for  frequent  reference— West- 
inghouse appears  to  have  too  many 
problems  to  give  an  investor  peace 
of  mind. 

The  1973  multimillion-dollar  write- 
off of  past  mistakes  and  the  replace- 
ment of  some  executives  was  recently 
followed  by  the  proposed  sale  of  sev- 
eral divisions,  including  its  venerable 
("You  can  be  sure  if  it's  Westing- 
house")  appliance  division.  Sure,  the 
appliance  business  is  bad  right  now, 
but  when  a  company  like  Westing- 
house  can't  take  it,  then  there  must 
be  something  basically  wrong.  Fur- 
thermore, the  electric  utilities  ha\  e 
been  cutting  their  construction  pro 
grams  so  sharply  that  the  outlook  for 
Westinghouse's  highly  important  elec 
trical  equipment  division  is  not  as 
bright  as  it  seemed  a  year  or  so  ago. 
Finally,  the  company's  financial  con 
dition  is  not  such  a  tower  of  strength 
—its  5%%  bonds  are  now  selling  at 
52!— to  give  me  confidence  that  the 
present  dividend  rate  is  secure.  The 
same,  by  the  way,  goes  for  Singer 
Co.  (12)  and  Western  Union 
two  other  stocks  that  I  would  ratlin 
not  own.   ■ 


58 


FORBES,   JANUARY    15,    1975 


Send  the  Air  Mail  Card  today  and  get  the 
results  of  55  years  of  experience  in  United's 

1975  Planning  Kit 

25  Most  Active  Stocks 

of  1974 

Buy?  Hold?  Sell? 
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Overseas  Commentary 

Gold -To  Buy  Or  Mot  .  .  . 


By  Walter  Oechsle 


It  is  probably  much  too  soon  to  pass 
any  definitive  judgment  on  the  great 
American  gold  rush  of  1975.  Certain- 
ly initial  interest  has  been  disappoint- 
ing, but  only  because  of  greatly  ex- 
aggerated expectations.  Given  the  lack 
of  American  exposure  to  gold  for 
some  40  years,  it  was  totally  unreal- 
istic to  expect  massive  initial  interest. 
Still,  at  this  time  to  pronounce  Ameri- 
can interest  in  gold  dead  might  be 
equally  premature.  Judging  by  the  ex- 
perience of  other  countries,  such  as 
Japan,  England  and  Germany,  all  of 
which  had  very  limited  exposure  to 
gold,  it  is  entirely  possible  that  Amer- 
ican interest  will  develop  slowly  and 
may  still  reach  substantial  propor- 
tions, though  not  those  bandied  about 
by  the  prophets  of  gloom  and  doom 
and  the  hard-core  gold  bugs. 

The  price  of  gold  is  affected  and 
determined  by  a  great  many  vari- 
bles,  all  of  which  are  very  difficult,  if 
not  impossible,  to  predict.  Both  pro- 
duction and  industrial  demand  are 
ascertainable,  but  the  attitudes  and 
actions  of  hoarders  and  governments 
are  not.  Will  gold  be  demonetized, 
which  is  what  the  U.S.  Government 
is  aiming  for;  or  will  it  be  given,  once 
again,  an  increasingly  important  role 
in  the  international  monetary  system, 
which  is  still  in  a  shambles?  This  lat- 
ter alternative  will  doubtless  attract 
supporters  from  the  ranks  of  the  gold- 
rich,  energy-poor  European  countries. 

However,  the  single  most  important 
determinant  of  the  price  of  gold  will 
continue  to  be  the  state  of  the  world 
economy,  and  you  can  just  about  for- 
get everything  else.  It  is  no  accident 
that,  historically,  interest  in  gold  has 
increased  as  faith  in  the  health  of  the 
world  economy  has  deteriorated.  Giv- 
en a  healthy  worldwide  economic  out- 
look, interest  in  gold  will  be  minimal. 
Given  a  very  uncertain  economic  out- 
look, the  price  of  gold  is  apt  to  regis- 
ter the  disease  just  as  a  thermometer 
measures  fever.  And  this  role  as  tem- 
perature gauge  for  the  world  econ- 
omy is  likely  to  persist  and  cut  across 
such  factors  as  pronouncements  from 
the  U.S.  Treasury,  the  South  African 
Prime  Minister  or  any  other  political- 
ly motivated  moves. 

Mr.  Oechsle  is  associated  with  Putnam  Manage- 
ment,  Boston,   Mass. 


Having  established  that  the  outlook 
for  the  world  economy  largely  de- 
termines the  price  of  gold,  the  "small" 
task  remaining  is  a  forecast  for  the 
rate  of  inflation,  unemployment, 
growth  of  GNP,  level  of  interest  rates, 
and  a  few  more  equally  predictable 
items  in  some  dozen  economies!  Here 
again,  however.  I  believe  one  can  con- 
centrate on  a  very  few  factors  as  rep- 
resenting the  key  clues.  In  this  in- 
stance, the  one  key  factor  happens  to 
be  the  rate  of  inflation. 

Economic  Ups  And  Downs 

Worldwide— and  this  is  not  giving 
away  any  big  secret— the  pace  of  in- 
flation has  been  gathering  momentum. 
Succesive  economic  cycles  in  practi- 
cally every  Western  country  have 
seen  higher  peaks  and  troughs  in  the 
rate  of  inflation.  Are  there  any  indica- 
tions that  this  development  is  about 
to  abate?  I  do  not  think  so.  While 
inflation  is  in  the  process  of  slowing 
down,  most  governments  are  already 
restimulating  their  economies.  Thus, 
while  the  rate  of  inflation  may  well  be 
halved  in  many  countries  in  1975,  it  is 
likely  not  too  far  intc  the  future  to 
bottom  out  and  regain  upward  mo- 
mentum well  above  acceptable  levels. 
In  other  words,  I  look  for  another 
round  of  stop-go  economics  before  the 
problem  of  inflation  is  addressed  prop- 
erly and  just  possibly  even  solved. 

Looking  ahead  some  12  to  18 
months,  this  should  mean  a  fairly 
rapid  decline  in  the  rate  of  inflation, 
a  leveling  off  late  this  year,  and  a 
renewed  pickup  in  1976.  In  the  mean 
time,  it  may  well  appear  that  infla- 
tion has  been  licked.  Certainly  there 
will  be  no  lack  of  economists  and  poli- 
ticians making  pronouncements  to 
that  effect.  In  this  kind  of  environ- 
ment the  odds  for  gold  taking  on  sub 
stantial  price  gains  arc  limited  near 
term,  but  not  too  bad  longer  term. 

Forecasting  commodity  prices  is  not 
exactly  my  favorite   hobby,   no   more 
SO    than     analyzing     real     estate     pms 
pects,  and  forecasting  gold  prices  does 

fall  into  that  category,  even  though  it 
is  a  very  special  commodity.  Hut  this 
column  has  repeated!)  recommended 
South  African  gold  ihares  in  the  pasi 

and  is  not  about  to  abandon  tlicin. 
The   reasons   for   m\    discussing   10   I 
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'liensively  the  prospects  for  the  price  of 
bold  are  twofold:  1)  Gold  can  now 
Joe  held  by  Americans  and  thus  has 
Sto  be  evaluated  as  a  viable  alterna- 
tive to  gold  shares;  and  2)  the  price 
pi  gold  is  apt  to  remain  the  single 
most  important  factor  in  determining- 
the  price  of  gold  shares. 

Gold  Shares  Preferred 

Is  gold  to  be  preferred  over  gold 
shares  as  a  hedge  against  catastrophic 
economic  developments?  There  are 
many  factors  to  consider,  but  on  bal- 
ance my  answer  is  negative.  For  me, 
the  most  important  consideration  is 
the  absence  of  any  return  on  bullion, 
not  even  considering  the  cost  of  buy- 
ing and  holding  it,  -  whereas  in  the 
case  of  gold  shares  there  is  a  rea- 
sonably safe  return. 

Admittedly,  there  are  some  nega- 
tives in  owning  gold  shares.  One  im- 
portant minus  is  rising  costs  that  neces- 
sitate at  least  a  10%  annual  rise  in  the 
price  of  gold  in  order  for  earnings  of 
most  mines  just  to  remain  even.  Other 
potential  negatives  are  the  political 
;  situation  in  South  Africa,  and  the  fact 
that  the  principal  market  for  the 
i  shares  still  appears  to  be  London, 
which  goes  from  one  crisis  to  another. 
On  balance,  though,  there  is  a.  price 
for  everything,  and,  at  currently  de- 
|  pressed  prices  for—the  gold  shares  vs. 
a  price  of  gold  of  approximately  $180 
per  ounce,  gold,  shares  would  appear 
to  be  the  better  holding. 

There  -  is  still  the  question  as  to 
which  mines  are  most  attractive  in  the 
current  environment.  I  see  little  rea- 
son to  depart  from  past  recommenda- 
tions. First  there  are  the  mining  fi- 
nance houses,  notably  Gold  Fields  of 
South  Africa  (ADRs  $37)  and  Am- 
gold  ( ADRs  $43),  both  selling  at  dis- 
counts from  their  asset  values.  As  to 
the  mines  themselves,  I  currently  fa- 
vor the  defensive  group,  namely  those 
mines  with  yields  of  10%  or  more. 
Among  these  I  prefer  Freestate  Ge- 
dnld  Mines  (ADRs  $34,  yielding 
13%),  West  Driefontein  (ADRs  $53, 
yielding  11%}  and  Western  Holdings 
(ADRs  $46,  yielding  14%). 

Finally,  how  much  money  should 
you  have  in  gold  shares?  I've  always 
suggested  from  5%jto  10%  of  a  given 
portfolio  as  an  .appropriate  range. 
Since,  once  again,  I  cannot  offer  any 
evidence  to  support  my  optimism  for 
the  world's  major  economies  and  stock 
markets,  at  least  intermediate  term, 
I  currently  recommend  the  lower  end 
of  my  range  in  gold  shares.  Also,  once 
again  I'd  like  to  point  out  that  owning 
gold  shares  should  be  considered 
chiefly  as  a  means  of  insuring  the  rest 
of  one's  portfolio  against  potential 
calamity.  The  best  insurance  is  still 
the  one  which  is  not  needed.   ■ 
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Fidelity!*  high  yield 
money  market 

FIDELITY  DAILY  INCOME  TRUST  offers  to  individuals, 
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For  further  information  please  write  or  call 
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The  Trust  seeks  as  high  a  level  of  current  income  as  is  consist- 
ent with  the  conservation  of  capital  and  liquidity  by  investing 
in  certain  money  market  instruments. 


Fidelity  Dairy  Income  Trust 

35  Congress  Street 

P.O.  Box  832.  Boston.  Mass.  02103 Dept.  FP  5115 

Please  send  my  free  FD  IT  prospectus. 


Ttfcphune. 


FltmiTY 


INVESTIGATE  THE 


Established 
1950 


A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 
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Dissecting  Tihe  Dow 

By  Robert  Stovall 


Before  we  get  down  to  specifics, 
how  about  starting  off  my  first  column 
of  1975  with  some  quarter-century 
quackery?  There  are  no  available  rec- 
ords of  the  stock  market's  performance 
in  1850.  From  then  on  the  market 
has  an  unbroken  record  of  doing  well 
each  quarter-century  year.  In  1875 
(before  there  were  any  indices),  the 
ten  most  closely  watched  New  York 
Stock  Exchange  listed  stocks  ad- 
vanced about  8.5%.  In  1900  the  newly 
constructed  Dow  Jones  industrial  av- 
erage climbed  7.1%.  In  1925  the  Dow 
was  up  30%,  in  1950  it  rose  by  17.6%. 
Naturally,  most  of  us  hope  that  1975 
will  keep  this  trend  in  force,  as  more 
Forbes  readers  are  stockholders  than 
short-sellers. 

Looking  at  the  damaged  Dow  30, 
which  is  adjusted  in  our  table  for 
everything  except  inflation,  you  will 
note  that  last  month  the  average  it- 
self touched  the  lowest  point  since 
the  days  of  the  Cuban  missile  crisis 
in  October  1962.  What  else  could 
you  buy  today,  item  for  item,  at  1962 
prices?  Also,  note  that  the  earnings  of 
the  index  almost  tripled  during  the 
period,  while  dividends  rose  67%. 
Meanwhile,  the, U.S.  dollar  lost  over 
40%  of  -its  value,  as  measured  by 
changes  in,  the  consumer  price  index. 
Just  looking  at  the  average  shows  us 
that  something  is  wrong. 

Earnings  of  the  Dow  30  were 
$99.73  for  the  12  months  through 
Sept.  30,  1974.  For  calendar  1974, 
the  earnings  composite  will  probably 
total  around  $95.  The  universal  ex- 
pectation is  that  corporate  profits  next 
year  will  decline.  A  drop  to  around 
$70  in  DJI  earnings  would  surprise 
few  people.  The  records  show  that 
the  Dow  sold  above  early  1975  levels 
each  year  since  1959,  although  earn- 
ings ranged  from  a  shade  over  $67 
to  under  $32  from  then  through  1972. 
Looking  at  it  another  way,  corporate 
earnings  had  a  cyclical  peak  in  1950 
which  was  not  bettered  until  1955;  a 
similar  pattern  occurred  from  1957 
through  1963.  Even  so,  stocks  ad- 
vanced  through  these  time  periods. 

There  seems  to  be  cause  for  con- 
cern over  dividends,  which  will  prob- 
ably rise  to  about  $39  for  the  Dow 

Mr.  Stovall  is  >  vies  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 
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components  for  all  of  1974,  as  com- 
pared with  $35.33  in  1973.  While  at 
record  levels,  last  year's  dividend  pay- 
out represented  only  some  41%  of  esti- 
mated earnings.  While  some  dividend 
cuts  seem,  likely  among  the  Dow 
stocks— particularly  concentrated  in 
the  automobile,  building,  electrical 
equipment  manufacturing  and,  per- 
haps, retail  trade  areas— the  overall 
expectation  for  the  average  company 
is  that  dividend  disbursements  will 
edge  upward  toward  a  historic  50%- 
60%  .payout  ratio,  which  lias  prevailed 
so  often  in  the  past  during  declining 
earning  cycles.  The  endemic  cash 
squeeze  and  capital  spending  pro- 
grams may  prevent  this  oft-repeated 
experience  from  being  repeated  this 
time.  First-quarter  earnings  and  divi- 
dend declarations  will  tell  us  a  lot 
more  than  we  now  know. 

It  really  ripples  my  mind  to  look 


at  the  recent  low  prices  for  the  Dow'll).. 
30  stocks  while  trying  to  remembe] ' 
the  conditions  that  prevailed  the  las 
time  they   sold   at  such   levels.   Th 
Korean  war  with  excess  profits  taxe 
was  dominating  the  business  news  ir 
the  early  1950s,  when  Johns-ManvilU 
and  Westinghouse  last  sold  at  com 
parable  low_points.  The  recession  o 
1949  was  thought  to  be  the  forerun 
ner  of  a.  post- World  War  II  depres 
sion.  American  Can  is  selling  near  s 
price  it  touched  then,  even  though  il 
has  just  finished  a  powerful  earning 
year  and  is  optimistic  for  1975  as  well 

Woolworth  has  not  sold  at  its  1974 
price  since  the  dark  days  of  Worlc 
War  II,  when  the  Battle  of  Britair 
had  reduced  many  of  its  United  King 
dom  stores  to  rubble.  Is  the  market 
saying  that  Kresge  and  the  other  dis 
counters  are  more  dangerous  to  Wool 
worth  than  was  the  Luftwaffe?  And 
even  Chrysler,  the  U.S.'  fourth-larg- 
est industrial  enterprise,  must  be  con- 
sidered   to    have    a    better    survival 
chance  in    1975   than   it   did   durin 
1932;  its  bankers  should  see  to  that. 

What  has  the  market  been  trying 
to  tell  us?  Is  the  system  about  to  be 
smashed,  or  has  the  investment  con- 
sensus overreacted  and  produced  the 
greatest  equity  values  in  the  memory 
of  living  man?  The  next  several 
months  may  give  us  the  answer.  ■ 
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Last  Time 

Earn 

ngs 

Indica 

ted 

Dow  Jones  Component 

1974 

This  Low 

Latest  12  Months 

Divide 

nds 

At  12/31/74 

Low 

Was  Touched 

Today 

Then 

Today 

Then 

Allied  Chemical  (283A) 

23 

Dec.  '70 

$  5.34 

$  1.56 

$  1.80 

$  1.20 

Aluminum  Co.  of  Amer.  (297s) 

257a 

Feb.  72 

4.99 

1.64 

1.34 

1.20 

American  Brands  (301A) 

273A 

Jan.  '64 

5.02 

2.51 

2.56 

1.50 

American  Can  (29) 

22 

Feb.  '49 

4.89 

2.51 

2.40 

1.00 

American  Tel  &  Tel  (445A) 

39  5A 

Dec.  '59 

5.26 

2.60 

3.40 

1.58 

Anaconda  Co.  (13Vj) 

137a 

Dec.  '71 

5.17 

d0.28 

1.20 

0.50 

Bethlehem  Steel  (247/s) 

23  72 

Nov.  '71 

6.26 

3.14 

2.00 

1.20 

Chrysler  Corp.  (7V4) 

7 

June  '32 

1.76 

d2.58 

1.40 

1.00 

Du  Pont  (E.I.)  (927* ) 

8472 

June  '54 

11.63 

7.33 

6.00 

5.50 

Eastman  Kodak  (627/s) 

57 

Oct.  '66 

3.83 

2.15 

2.06 

0.95 

Esmark  Corp.  (277a) 

21 SA 

Dec.  '73 

5.58 

3.86 

1.00 

0.75 

Exxon  Corp.  (64Vs) 

547a 

July  '70 

14.03 

5.91 

5.00 

3.75 

General  Electric  (333A) 

30 

July '62 

3.34 

1.49 

1.60 

1.00 

General  Foods  (177a) 

16 

July '58 

2.46 

1.11 

1.40 

0.55 

General  Motors  (303A) 

287a 

Sept.  '54 

3.33 

3.03 

3.40 

1.67 

Goodyear  Tire  (127a) 

113A 

Feb.  '58 

2.96 

1.02 

1.10 

0.40 

Inf  I  Harvester  (193A) 

163A 

May  '58 

424 

1.35 

1.70 

1.00 

Infl  Nickel  (21  Va) 

187e 

Oct.  '59 

4.12 

1.17 

1.65 

0.60 

Infl  Paper  (353A) 

31  Ve 

Dec.  '71 

5.52 

1.53 

2.00 

1.50 

Johns-Manville(19y2) 

147a 

July '51 

3.32 

1.94 

1.20 

1.07 

Owens-Illinois  (333A) 

287a 

July '73 

6.95 

4.28 

1.60 

1.46 

Procter  &  Gamble  (81  ft) 

67 

Aug.  '71 

4.08 

2.96 

1.80 

1.45 

Sears,  Roebuck  (481A) 

4172 

July  '63 

4.09 

1.72 

1.85 

0.83 

Standard  Oil  of  Cal.(22'A) 

20  Ve 

July '70 

6.84 

2.68 

2.00 

1.40 

Texaco  (207a) 

20 

Dec.  '60 

6.92 

1.59 

2.10 

0.72 

Union  Carbide  (41 3A) 

31 3A 

Dec.  '73 

7.55 

4.78 

2.20 

2.08 

United  Aircraft  (32s/a) 

2272 

Apr.  '60 

6.43 

1.30 

2.00 

l  u 

U.S.  Steel  (38) 

353/a 

Dec.  73 

10.48 

6.01 

2.40 

1.60 

Westinghouse  (10) 

8 

Dec.  '50 

1.44 

1.34 

0.97 

0.50 

Woolworth  (F.W.)  (9Ye) 

8 

May  '42 

2.42 

0.81 

1.20 

Dow  Jones  Ind.  Avg.  (616.24)      570.01 

Ad|uit«d  for  all  ipllti  and  distribution!.         d-D»ficlr. 


Oct. '62    $99.73   $35.52  $31>.)|    $23.21 
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Perplexed  by  High  Inflation 

and  Drooping  Yields  on  Treasury  Bills? 


It's  Time  to  Examine  the  Alternatives 


The  most  fortunate  investors  over  the 
past  two  years  were  those  who  put  their 
money  in  Treasury  bills  or  in  the 
various  'money  market'  funds.  As  infla- 
ion  accelerated,  short-term  interest 
lates  soared.  This  meant  a  continuing 
rise  in  interest  income  for  the  investor 
who  kept  'rolling-over'  his  Treasury 
bills.  And  of  course  his  capital  remain- 
ed intact. 

Now,  however,  the  investor  in 
Treasury  bills  or  similar  short-term  in- 
struments faces  a  less  pleasant 
scenario.  Short-term  interest  rates  have 
fallen  (and,  we  believe,  will  likely  con- 
tinue to  fall),  resulting  in  lower  returns 
from  Treasury  bills.  After  taxes,  the 
return  is  now  far  below  the  rate  of  infla- 
tion. In  terms  of  purchasing  power,  the 
investor  in  Treasury  bills  can  expect  to 
»ose  about  5%  a  year. 

Of  course  losing  5%  a  year  isn't  so 
bad  if  the  only  alternatives  involve  los- 
ing even  more.  But  perhaps  there's  a 
middle  road,  a  way  that  provides  a 
fighting  chance  against  inflation 
without  taking  excessive  risks. 

Examining  the  Possibilities 

As  the  current  recession  deepens,  de- 
mand for  money  is  likely  to  fall,  which 
would  lead  to  even  lower  interest  rates. 
In  the  case  of  Treasury  bills  that  are 
normally    held    to    maturity    anyway, 
these    trends    would    produce    a    sub- 
stantial decline  in  interest  income  but 
neither  gain  nor  loss  of  principal.  For 
longer-term  corporate  bonds,  however, 
a  moderate  decline  in  rates  means  a 
rise  in  the  price  of  the  bond  and  no 
reduction  in  current  income.  For  exam- 
'ple,   if  interest   rates  on   high-quality 
Jong-term  bonds  fell  from  9rr  to  8°?  —  a 
I  reasonable   expectation,    we   think   — 
then,  on  average,  bonds  of  this  type 
would   rise  about   12rr   in   price.   And 
although  the  current  yield  would  then 
'have  fallen,  the  income  in  dollars  would 
>till  be  the  same.  So  whereas  the  in- 
vestor   in   Treasury    bills   can    expect 
declining  income  and  no  price  apprecia- 
u>n.  the  investor  in  long-term  bonds 
i  expect  to  maintain  his  current  in- 
ne   and   also,  achieve   a  significant 
jamount  of  capital  appreciation. 

So  our  first  conclusion  is  that,  at  this 

ticular  time,   long-term  bonds  are 

ich    more   desirable   then   Treasury 

Is  or  other  short-term  instruments. 

Tn  other  words,  the  situation  is  now 

•jjust  the  reverse  of  what  it  was  two 

years  or  even  one  year  ago. 


An  Even  Better  Alternative 

Although  we  believe  long-term  bonds 
are  now  decidedly  preferable  to  Trea- 
sury bills,  we  think  that  certain  kinds  of 
long-term  convertible  bonds  are  even 
more  desirable.  Here's  why: 

A  convertible  bond,  like  any  other 
fixed  income  security,  has  an  invest- 
ment value,  i.e.  a  value  as  a  source  of 
interest  payments,  disregarding  the 
conversion  feature.  Convertibles  selling 
close  to  this  investment  value  have 
yields  comparable  to  nonconvertible 
bonds.  And  this  type  of  convertible 
benefits  from  a  drop  in  long-term  in- 
terest rates  in  the  same  way  as  a  non- 
convertible  bond. 

But  in  addition,  this  type  of  bond 
also  has  the  conversion  feature.  When  a 
convertible  sells  at  a  yield  comparable 
to  a  nonconvertible  bond,  the  value  of 
the  shares  into  which  it  is  convertible  is 
usually  far  below  the  price  of  the  bond. 
In  more  normal  times,  we  might  well 
conclude  that  the  conversion  feature  is 
of  little  value.  But  not  today. 

For  many  of  the  underlying  common 
stocks  are  selling  at  3  times  earnings. 
Or  even  2  times  or  less  than  1  times 
earnings!  We  certainly  don't  claim  to 
know  precisely  when  the  stock  market 
will  hit  bottom.  And  we  can't  guarantee 
that  stocks  selling  at  3  times  earnings 
today  won't  be  selling  at  2  times 
earnings  a  few  months  from  now.  But 
we  do  know  that  at  current  levels  the 
appreciation  potential  of  many  of  these 
stocks  is  extraordinary. 

What  this  means  is  that  a  conversion 
feature  that  seems  to  be  of  little  value 
today  —  and  which  in  effect  costs  you 
virtually  nothing  —  could  have  con- 
siderable value  a  few  years  from  now. 
And  in  the  meantime  you're  receiving 
the  same  current  income  that  you  could 
get  from  a  nonconvertible  bond  and  you 
get  the  same  benefit  from  a  drop  in 
long-term  interest  rates. 

The  Need  for  Selectivity 

Of  course  it  wouldn't  be  advisable  to 
buy  any  convertible  just  because  it 
provides  a  yield  comparable  to  a  non- 
convertible  bond.  You'll  want  to  know 
how  much  overall  risk  the  bond  entails, 
not  only  in  terms  of  its  quality  but  also 
in  terms  of  price  volatility.  That's 
where  the  exclusive  risk  measurements 
available  in  The  Value  Line  Con- 
vertible Survey  can  help  by  steering 
you  away  from  issues  that  entail  more 
risk  than  you  are  prepared  to  accept.  In 


addition,  you'll  naturally  want  to  know 
how  attractive  each  convertible  is  com- 
pared to  other  securities  of  similar  risk. 
Value  Line's  exclusive  convertible  Per- 
formance Ranks  were  designed  to 
provide  that  kind  of  relative  assess- 
ment. Naturally  no  system  can 
guarantee  a  profit  or  eliminate  the 
possibility  of  losses.  But  by  using  our 
risk  and  performance  yardsticks,  you'll 
know  what  to  expect  in  terms  of  price 
fluctuations.  And,  based  on  the  prob- 
abilities arising  from  over  two  years  of 
actual  results,  we  believe  you'll  be  able 
to  tilt  the  investment  odds  significantly 
in  your  favor. 

So  if  you're  ready  to  take  a  serious 
look  at  convertible  alternatives,  we  in- 
vite you  to  judge  for  yourself  the  value 
of  our  approach  to  convertible  investing 
with  this  special  offer. 

50%  Saving  Plus  $12  Bonus 

Specifically,  we  will  send  you  all 
forthcoming  issues  of  The  Value  Line 
Convertible  Survey  for  the  next  three 
months  —  12  issues,  32  pages  each  — 
bringing  you  a  wealth  of  continually  up- 
dated risk  measurements  and  evalua- 
tions of  more  than  700  convertibles  and 
warrants  .  .  .  plus  specific  buy-hold-sell 
recommendations. 

This  introductory  trial  subscription 
comes  to  you  for  only  $29  —  a  full  50% 
off  the  regular  rate. 

In  addition,  you  will  receive  —  en- 
tirely as  a  bonus  —  our  comprehensive, 
easy-to-understand,  132-page  guide, 
More  Profit  and  Less  Risk  —  Con- 
vertible Securities  and  Warrants 
(sold  separately  for  $12). 

To  accept  this  invitation  —  to  help 
you  intelligently  examine  the  invest- 
ment possibilities  that  convertibles 
provide  —  simply  fill  in  and  mail  the 
coupon  below  today. 


Yes,  I  would  like  to  try  The  Value  Line 
Convertible  Survey  for  the  next  3  months 
at  the  special  introductory  rate  of  $29. 

□  3  months  for  $29  (12  issues).  This  offer 
is  available  only  once  to  any  household. 
Check  or  money  order  for  $29  must  ac- 
company order. 

□  1  year  $225  (48  issues) 

G  Payment  enclosed.  O  Bill  me  for  $225. 

N.Y.  residents  please  add  applicable  sales 
tax.  Foreign  rates  available  on  request. 
Subscription  fees  are  fully  tax-deductible. 
This  agreement  will  not  be  assigned 
without  subscriber's  consent. 
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Name 
(please  print) 


Address 
City 


State 


Zip 


Signature 


The  Value  Line 
Convertible  Survey 

5  East  44th  St.,  New  York,  N.Y.  10017 


A  book  every  Forbes  reader 
will  want- 


THE 


OF 
TIMES 

by 

Lucien  0.  Hooper 


For  23  years,  Lucien  Hooper's  column  has  been 
one  of  the  most  loyally  followed  and  intensely  read 
sections  of  Forbes  magazine. 

Investors,  confused  or  simply  fed  up  with  the  double 
talk  that  often  passes  for  stock  analysis,  have  found  in 
Hooper  the  straightforward  common  sense  they  can 
understand  and  profit  by. 

Obviously  his  professional  Wall  Street  experience, 
his  insights  into  the  problems  of  individual  investors, 
the  personal  philosophy  that  he  has  shaped  over  the 
years  would  fill  a  book.  And  now  they  have.  "The  Best 
of  Times"  is  the  essential  Lucien  Hooper.  As  he  points 
out  in  the  preface,  his  book  is  part  confession,  part 
economics  text,  part  investment  guide,  part  inspira- 
tional reading.  He  tells  of  the  investment  decisions 
that  stood  him  in  good  stead  over  the  years  and  those 
that  let  him  down.  Many  of  the  personalities  in  his 
book  are  clients.  The  history  of  their  portfolios  is  often 
melodramatic  and  eye-opening.  For  those  Forbes 
readers  who  have  always  wanted  to  know  more  about 
Lucien  Hooper  and  his  investing  ideas  than  the  con- 
fines of  a  magazine  column  would  allow,  "The  Best 
of  Times"  is  the  answer.  You  can  obtain  your  copy  by 
filling  out  the  form  below  and  returning  it  to  Forbes. 
No  charge  orders  please. 


Forbes,   Inc.,   Dept   LH,  60   Fifth   Ave,   N.V.,   N.Y.    10011. 


Mail 
this  form 

fat  Name 

Lucien  0.  Hooper's, 
"The  Best 


Please  send  me 


copies  of  "The  Best  of  Times"  by 


Lucien  O.  Hooper  at  $6.50  per  copy.  Enclosed  is  my  check 
for  % (No  charge  for  shipping  and  handling.) 


Addiess. 


of  Times" 


City. 


.State. 


-Zip. 


N.Y.  Stat*  residents,  please  odd  4%-8%for  local  taiei,  o«  reaulred 
by  law. 


Readers  Say 


(Continued  from  page  11 ) 
are  about  $73  million  in  convertible 
subordinated  debentures,  which  most 
financial  analysts  would  treat  as 
equity  in  a  debt-equity  analysis.  Most 
of  our  assets  are  income-producing 
real  estate,  which  is  on  our  books 
at  historical  acquisition  costs,  ami 
these  assets,  by  and  large,  have  a  sig- 
nificantly greater  market  value.  You 
also  indicate  that  although  I  was 
asked  to  speak  on  the  energy  crisis,  I 
tried  to  use  the  National  Hotel  &  Mo- 
tel Exposition  as  a  sales  pitch  instead. 
A  substantial  portion  of  my  time  w  as 
devoted  to  discussing  the  impact  on 
our  industry  of  the  fuel  and  energ> 
crisis.  The  remaining  portion  which 
did  discuss  Ramada's  computer  sys- 
tems simply  served  to  illustrate  pos- 
sible means  we  are  exploring  to  com- 
bat the  longer-term  effects  of  reduced 
brave!  and  higher  energy  costs.  The 
quote  attributed  to  me  that  "the  crisis 
is  over"  refers  not  to  the  energy  crisis 
but  to  the  gasoline  crisis  that  hit  ns 
last  winter  and  which  has  not  shown 
any  signs  of  recurrence.  ,  ,  •  That  m\ 
father  and  I  sometimes  disagree  hard- 
ly means  that  we  don't  get  along  or 
that  I  am  blaming  his  past  derisions 
for    business    conditions    that    no    one 

could  have  predicted. 

— M.  William  Ism  1 1 
President  and  CEO, 

Ramads  Inns.  Inc. 

Phoenix,  Kxiz. 

Ungolden  Timing 

Sin:    He  your  lueid   delineation  of 
the  gold  picture  I  Dec,   13).  Here  is 

a  ease  where  the  Co\  eminent,  not 
\\  .ill  Sheet,  is  letting  the  people  m  .it 

the  top  of   the  market   Isn't   it   ni<  < 
that  die  Government  took  gold  from 
\on  .it  $35  an  ounce  and  now  will  sell 
it  hack  to  you  at  $  L75  an  ouo 

l  ot  is  i ,  Bai  rj 
\.  w  York,  N  Y, 

Expediency  Triumphs 

Sin:    It    is    extremel)    discoura 
to  read  the  acl i  and  position  now 

assumed    In     the    (  a>\  ei  nmenl    regard 

ing  Perm  ( lentral  i  Voi  /  I  Political 
e\pediem\  has  taken  precedence  over 
property     lights.      The     Government 

should    sta\     out    ol    llee    end  i|>i  ISC.     It 

( .in  i    e\  en    operate    lis    ov>  n    depai  i 

meiils  With  deficit  spending. 

SlDNl  i    I  k)8H  |n 

Ocala,  I  la 
Every  Man  A  Company 

Sin      The   |nsh(  e  I  )epailment  should 

break  \  I  «n  I  Into  e gh  parts  so  thai 

e\  ei  \one   ol    agfl    OSH    ha\  e    a    one  man 

company,  IMM  should  be  broken  into 
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Readers  Say 


an  equal  number  of  parts.  Think  of 
it!  On  the  same  block,  we  would  have 
John  Doe's  phone  company  together 
with  John  Doe's  computer  company. 
This  should  be  highly  competitive. 
However,  Mr.  Doe  could  then  be  ac- 
cused of  being  a  conglomerate.  But 
we  can  break  it  up  again  and  give 
some  parts  to  the  dogs,  which  seems 
to  be  what  regulators  are  trying  to  do. 
—Frank  M.  Oliva 
Chicago,  111. 

Different  Category 

Sir:  You  listed  Wallace  Murray 
(Jan.  1)  in  the  subcategory  for  manu- 
facturers of  "Steam  Generating  Equip- 
ment" under  your  major  category  of 
Industrial  Equipment.  As  manufactur- 
ers of  industrial  cutting  tools  and 
building  products,  I  believe  we  would 
more  properly  fit  into  your  "Produc- 
tion Equipment"  or  "Specialty  Equip- 
ment" categories. 

—Joseph  A.  Abbott 

Vice  President, 

Corporate  Communications, 

Wallace  Murray  Corp. 

New  York,  N.Y. 

Watch  That  Split 

Sir:  The  five-year  earnings-per- 
share  growth  for  R.R.  Donnelley  is 
incorrect.  Apparently  you  didn't  re- 
state earnings  for  the  1969  3-for-2 
stock  split. 

—Gary  Glynn 
Brooklyn,  N.Y. 

The  growth  rate  should  have  been 
6.2%,  ranking  R.R.  Donnelley  fifth  in 
its  industry  and  399th  Overall— Ed, 

Not  Going  Private 

Sir:  Your  story  on  companies  which 
buy  their  own  stock  ( Dec.  1 )  re- 
ported that  Monogram  is  seeking  to 
purchase  all  of  its  shares.  Although 
terms  of  our  proposed  exchange  of- 
fer, which  is  presently  on  file  with 
the  SEC,  have  not  yet  been  set,  we  will 
in  no  event  tender  for  all  our  shares. 

—Philip  L.  Ball 

Vice  President  and  Secretary, 

Monogram  Industries,  Inc. 

Santa  Monica,  Calif. 

Gumball  Inflation 

Sih:  Re  your  recent  item  about  the 
stable  price  of  gumballs  (Trends  6- 
Tangents,  Dec.  15).  Out  here  in  Long 
Island,  the  going  rate  is  a  nickel  for 
four  pieces  or  10  cents  for  one  mam- 
moth chew.  The  only  thing  a  penny 
n  now  is  a  feeling  of  whether  its 
worth  bending  over  to  pick  one  up. 

—Deborah  S.  Finn 
Old  Bethpage,  N.Y. 
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__.,  i  on  the 

ThOUghtS  . . .  Business  of  Life 


The  respect  of  those  you  respect 
is  worth  more 

than  the  applause  of  the  multitude. 
Arnold  Glasow 


He  that  respects  not  is 
not  respected. 
George  Herbert 


Those  who  seek  power  for 
personal  ends  eventually 
run  afoul  of  popular  opinion. 
Chinese  Proverb 


The  more  things  a  man  is  ashamed  of, 
the  more  respectable  he  is. 
George  Bernard  Shaw 


'Tis  an  old  maxim  in  the  schools 
that  flattery  is  the  food  of  fools. 
Yet  now  and  then  your  men  of 
will  condescend  to  take  a  bit. 
Jonathan  Swift 


Good  thoughts  and  good  things 
wit       do  survive  in  this  world. 
William  Feather 


Few  men  survey  themselves 
with  so  much  severity  as  not  to 
admit  prejudices  in  their  own  favor. 
Samuel  Johnson 


Purity  of  soul  cannot  be  lost 
without  consent. 
St.  Augustine 


The  more  virtuous  any  man  is, 
the  less  easily  does  he  suspect 
others  to  be  vicious. 
Cicero 


I  have  a  lantern.  You  steal 
my  lantern.  What,  then,  is  your 
honor  worth  no  more  to  you 
than  the  price  of  my  lantern? 
Epictetus 


Let  us  follow  our  destiny, 

ebb  and  flow.  Whatever  may  happen, 

we  master  fortune  by  accepting  it. 

Vergil 


Men  must  either  be  caressed 
or  else  annihilated;  they  will 
revenge  themselves  for  small  injuries, 
but  cannot  do  so  for  great  ones; 
the  injury  therefore  that  we  do 
to  a  man  must  be  such  that  we 
need  not  fear  his  vengeance. 
Niccolo  Machiavelli 


Anybody  can  win  unless 

there  happens  to  be  a  second  entry. 

George  Ade 


The  self-respecting  person 
cannot  flout  the  self-respect 
of  others,  cannot  do  unto  others 
what  he  would  resent  having  done 
to  himself,  for  he  who  wounds 
the  self-respect  of  another 
thereby  mars  and  scars  his 
own  self-respect. 
Without  self-respect  there  can  be 
no  genuine  success. 
Success  won  at  the  cost  of 
self-respect  is  not  success— 
for  what  shall  it  profit  a  man 
if  he  gain  the  whole  world 
and  lose  his  own  self-respect? 
B.C.  Forbes 


I   look  on  that  man  as  happy,  who, 
when  there  is  a  question  of  success, 
looks  into  his  work  for  a  reply. 
Ralph  Waldo  Emerson 


Those  who  praise  anything  I  do 

and  anything  I  say, 

they  are  not  my  good  friends. 

Those  who  with  honest  opinion 

tell  me  my  faults  and  my  mistakes, 

they  are  my  good  friends. 

Isogrates 


We  live  by  admiration,  hope  and  love. 
William  Wordsworth 


It  is   only  those  who   are  despicable 
who  fear  being  despised. 
La  Rochefoucauld 


The  pure  are  not  fortune's  favorites. 
Welsh  Proverb 


No  man  ever  knows  the  few  joys 
of  living  without  some  sort  of 
success  to  his  credit.  Of  all  the 
games  worth  a  candle,  success  is 
first.  The  greatest  punishment  is  to  be 
despised  by  your  neighbors,  the 
world   and   members  of  your  family. 
E.W.  Howe 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%) 


A  Text . . . 


Sent  in  by  R.A.  Masse,  Lawrence,  Mass. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of  text! 
used. 


Flee  also   youtfiful   lusts,    hut   follow 
righteousness,    faith,    charity,    p§Od  . 
with  them  that  call  on  fhf  Lord  out 
of  a  pure  heart. 
II  Timothy  2:22 
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FEBRUARY  1, 1975  /  ONE  DOLLAR 


The  Federal  Reserve 
:s  Expanding  Role  In  Economic  Policy 


iULUJ 


an  end  awv9Ni-|ana 


The  legend  purrs  on, 


Few  cars  ever  achieve  the  stature  of  a  legend.  But  the 
Jaguar  XJ  Series  was  touched  with  glory  from  the  be- 
ginning. One  of  its  first  reviewers  found  the  XJ6:  "Un- 
cannily silent,  gloriously  swift,  and  safe  as  houses." 

In  other  words,  it  was  everything  the  world  ex- 
pected of  a  Jaguar  Now  the  XJ  legend  is  advanced  by 
the  remarkable  XJ6L  and  the  XJ  12L.* 

Both  the  XJ6L  and  the  XJI2I.  handle  in  the 
classic  Jaguar  manner.  1  hey  perform  like  sports  cars 
with  independent  suspension,  power  disc  brakes  on 
all  four  wheels  and  the  precision  of  rack  and  pinion 
steering. 

Naturally  both  XJ^ sedans  incorporate  the  ex- 
pected luxuries  of  hand-matched  hides,  cabinet  woods. 
and  deep  carpeting  enhanced  b\  uncanny  silence  in 
motion. 

XJ6L  or  XJ12!  '>  nee  is  what  powers 

them. 

The  XJ12L  offers  you  the  innovative  short- 
stroke,  overhead-cam,  aluminum  alloy  V  - 1  2  engine 


In  its  smoothness  and  response,  it  has  |ustl\  been  com- 
pared to  a  turbine.  Yet  the  engine  is  far  from  over- 
sized. In  fact  it  displaces  326  cubic  inches  as  opposed 
to  popular  American  luxury  V-8*s  which  displace  up 
to  500  cubic  inches. 

The  Jaguar  XJ6L  conquers  distance  with  the 
overhead-cam  Six  that  won  a  permanent  niche  in  rac- 
ing history  at  LeMans.  It  is  smooth  ami  indefutigible, 
even  at  European  highway  cruising  speeds. 

Both  Jaguars  are  extraordinary.  But  we  suggest 
you  drive  them  both  before  you  decide 

For  the  name  of  the  Jaguar  Dealer  nearest  you, 
call  these  numbers  toll-free  (800)  477  4700,  or,  in 
Illinois.  (800)  322-4400  ■not  available  in  <ai»ornia 


[BRITISH 

Jaguar  r® 

BRITISH  LEYLAN0  MOTORS  INC  ,  LEONIA,  N  J    07605       ('.■vlaimo, 


Tighten 

your  belt, 

not  your 

noose 


MRUNGAME 


JAN  2  9  1975 
LIBRARY 


If  we  would  all  demand 
sacrificing  some  luxuries  which 
some  people  say  are  important 
but  aren't—  if  we'd  cut  out 
deficit  spendiwg  and  printing 
paper  money  to  npay"  for  it 
—  we'd  throw  off  the  noose  of 
inflation  that  is  strangling 
this  nation. 

If  we  had  more  confidence 
in  a  hard-work  future  than  a 
dole-for-votes  present,  there 
would  be  a  glorious  American 
future  and  it  could  start  now. 

THE  WARNER  &  SWASEY  COMPANY 

Executive  Offices:  1 1000  Cedar  Avenue.  Cleveland,  Ohio  44106 


Warner  &  Swaseys  Balas®  Division  produces  work 
and  tool  holding  devices  for  the  metalworking 
industry.  Their  QUICK  CHANGE  TOOLHOLDER 
allows  metal  cutting  tools  to  be  preset  in  an 
adapter,  ready  for  use.  Preset  tools  contribute 
to  increased  productivity,  since  they  can  be 
changed  quickly  and  easily  for  sequential  metal 
removing  or  repetitive  tool  sharpening  operations. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 


Now: 


Avis  has  it. 


Now,  at  the  busiest  travel  locations,  you  can  get  your  keys,  and  your  car,  and  take 
off  quicker  than  ever.  Thanks  to  our  new  Wizard  Number  Express  Service. 

Just  make  your  Wizard  Number  reservation  in  advance.  Then  come  to  the  Wizard 
Express  section  at  the  Avis  counter.  It's  a  special  location  (for  Wizard  Number  cus- 
tomers only)  where  we  can  deliver  your  keys  and  send  you  on  your 
way  faster  than  we  ever  dreamed  possible. 

That's  what  you  get  with  the  Wizard  Number  Express  Service. 


/.dm    nuiuiAi    ^  uaH 

Avis 


©Avic  Rent  A  Car  System,  Inc.  1975 


Avis  rents  all  makes. ..features  cars  engineered  by  Chrysler. 
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EVERY  OFHCE 

IN  YOUR  OFFICE 

ISAMAIROOHL 


Every  office  in  your  office 
Jil   generates  mail. 
f  Incoming,  outgoing, 

J — {J  or  interoffice,  the  faster  it 
moves,  the  sooner  it  gets 
read. 

That's  where  we 
come  in. 

We  move  the  mail 
faster.  And  we've  been 
doing  it  since  we  invented 
the  metered  mail 
system  over  fifty  years 
ago. 

It  was  only  the 
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beginning. 

Now  we  have  all  kinds  system  that  can  smooth 

of  machines,  all  made  to  them  out. 
work  together  as  systems  Write  us.  Pitney 

to  fold  and  insert  your  Bowes,  1 72 1  Pacific  Street, 

statements,  head-up  your  Stamford,  Conn. ,  06904,  or 

invoices,  copy  and  collate  call  one  of  our  190  offices 

your  reports,  endorse  and  throughout  the  U.S.  and 

sign  your  checks,  compute  Canada, 
your  postage,address,seal,  Whichever  you  think 

stamp  and  stack  your  enve-  would  be  faster. 
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|r  Mailing  Systems 

Because  busineu  travels  al  the  speed  of  paper. 
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lopes,  even  open  your  mail. 

Mechanizing  like  this 
not  only  speeds  up  your 
paperhandling,  it  speeds 
up  your  business,  because 
it  frees  up  people  for  more 
important  work.  Some- 
thing we've  been  doing  for 
businesses  all  over  the 
world. 

One  of  our  experts  can 
show  you  how  we  do  it 
with  a  free  diagnosis  of 
your  mailflow.  He'll  tell  you 
where  your  bottlenecks 
are  and  recommend  a 
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What  Have  The  Banks  Wrought? 

Tins  issue  of  Forbes  is  dominated  by  two  very  different  yet  closely  related 
articles.  Our  cover  story  is  "The  Federal  Reserve:  Doctor  To  Sick  Com- 
panies?" It  details  how  the  Fed,  at  the  same  time  it  was  admonishing 
the  banks  to  avoid  speculative  loans,  was  persuading  them  to  make  billions 
of  dollars  in  commitments  that  the  banks  might  have  been  reluctant  to  make 
on  their  own.  The  article  was  written  by  Staff  Writer  Malcolm  Forbes  Jr., 
working  out  of  New  York,  and  Bureau  Chief  Paul  Sturm,  working  out  of 
Washington.  We  raise  the  question:  Is  the  Fed  simply  being  tenderhearted 
to  our  big  corporations  in  rescuing  them  from  the  consequences  of  their  own 
mismanagement?  Or  are  there  bigger  stakes?  The  story  beings  on  page  18. 

While  "The  Doctor"  article  looks  at  the  big  picture  in  banking,  another 
major  piece,  "Horror  Story,"  focuses  on  one  of  the  major  beneficiaries  of  the 
Fed's  generosity,  the  real  estate  in- 
vestment trusts.  Specifically,  it  looks 
at  one  of  the  biggest  REITs,  Miami 
Beach-headquartered  First  Mort- 
gage Investors,  and  its  urbane  boss, 
Jack  R.  Courshon.  That  very  tal- 
ented investigative  reporter,  Senior 
Editor  Frank  Lalli,  headed  the 
team  that  probed  into  the  quality 
of  FMI's  loans;  he  was  ably  as- 
sisted by  Reporter  Judith  Koblentz 
and  West  Coast  Bureau  Chief  Ellen  Melton. 

"Like  Nixon  said,  'I  am  not  a  crook,'  "  FMI's  Jack  Courshon  told  us. 
Even  so,  FMI  still  did  any  number  of  things  that  helped  lull  both  stock- 
holders and  moneylenders  into  a  sense  of  false  security.  The  article  raises 
some  disturbing  questions.  For  example:  Why  did  the  bankers  fail  to  see 
through  some  of  these  shenanigans  back  in  1972  when  the  REITs  were  the 
darlings  of  Wall  Street?  Just  how  sound  are  some  of  the  assets  the  Fed  has 
persuaded  our  banks  to  underwrite?  "Horror"  begins  on  page  24. 

Taken  together,  these  two  articles  paint  a  rather  frightening  picture  of  the 
state  of  the  American  banking  system.  Are  we,  therefore,  suggesting  the 
imminence  of  a  financial  panic?  The  answer  is:  No,  we  are  not.  We  think 
the  banking  system,  carefully  steered  by  the  Fed,  will  be  able  to  pull 
through  this  crisis.  But  there  is  a  message  implicit  in  these  two  articles.  It  is 
that  the  banks— and  the  economy  as  a  whole— have  yet  to  pay  the  full  price 
for  the  excesses,  the  bad  loans  and  the  bad  judgment  that  prevailed  in 
the  go-go  years'  dying  days. 

After  the  previous  credit  crisis  in  1970,  the  banks  went  back  to  playing 
the  go-go  game.  We  are  thoroughly  persuaded  that  unless  steps  are  taken 
to  prevent  a  repetition,  the  economy  may  not  be  so  lucky  next  time. 


In  gathering  background  for  our  interview  with  General  Motors  President 
Elliott  M.  (Pete)  Estes,  Forres  Staff  Writer  Anthony  Cook  looked  in  at  the 
National  Auto  Dealers  Association  annual  convention  in  San  Francisco  last 
month.  He  found  that  the  news  media  were  about  as  popular  there  as  they 
were  in  the  White  House  during  President  Nixon's  last  days.  "You  pick  up 
the  paper,  you  read  nothing  but  bad  news,"  groused  one  dealer.  Said  an- 
other: "Get  off  our  backs;  I'm  tired  of  my  friends  feeling  sorry  for  me." 
Well,  maybe  our  dealer  friends  will  feel  better  after  they  read  the  Pete 
Estes  interview  which  begins  on  page  13.  We  won't  guarantee  that  the 
GM  president  is  right,  but  he  says  loud  and  clear  that  1975  wont  end  up  as 
a  disaster  year  for  Detroit;  he  predicts  domestic  sales  of  9  million  cars.   ■ 


Trends  &Tangents 

Foreign 

Question  Answered 

European  businessmen  with  indus- 
trial goods  to  sell  noted  frequently 
during  1974  that  the  East  Germans 
were  very  active  in  the  markets.  Buy- 
ing everything,  they  said.  "They  must 
be  doing  something  there,"  was  the 
offhand  reaction.  Well,  now  the  Ger- 
man Democratic  Republic  has  an- 
nounced its  results  for  1974:  growth 
in  the  gross  national  product  of  6.3% 
(5.4%  had  been  looked  for).  Indus- 
trial production  was  up  7.4%  last  year. 
And  for  1975  the  confident  East  Ger- 
mans are  looking  for  more  of  the 
same.  Although  the  official  prediction 
is  for  only  5.5%  GNP  growth. 

Irish  Sweepstakes 

Two  New  Jersey  pharmaceutical 
companies  are  joining  a  number  of 
other  firms  in  making  Ireland  one  of 
the  world's  fastest-growing  producers 
of  health-care  products.  Irish  phar- 
maceutical exports  skyrocketed  from 
$4.5  million  in  1963  to  $142  million 
a  decade  later  and  are  expected  to 
reach  $500  million  by  1980.  The  two 
latest  major  entries  are  Schering- 
Plough  (Bloomfield,  N.J.)  and  Merck 
(Rahway,  N.J.).  Why  Ireland?  For 
one  reason,  all  profits  on  exports  from 
Ireland  are  tax-free  until  1990.  An 
additional  enticement  for  U.S.  firms: 
The  attractive  European  pharmaceu- 
tical market  is  growing  at  a  faster 
rate  than  the  North  American,  and 
manufacturing  within  Common  Mar- 
ket borders  means  avoiding  Common 
Market  tariffs. 


Business 

New  Seer 

Economic  forecasters'  reputations 
are  a  bit  bruised  these  days,  but 
that  hasn't  deterred  Kent  State  Uni- 
versity economist  Vladimir  Simunek 
from  introducing  his  new  forecasting 
model.  Employing  12,000  equations 
to  make  sense  of  8,500  economic  in- 
dicators, Simunek's  model  is  at  least 
ten  times  the  size  of  any  other.  That 
size  seems  to  pay  off  in  greater  ac- 
curacy: For  1973,  the  most  recent 
year  for  which  figures  have  been  re- 
leased, Simunek's  model  predicted 
the  gross  national  product  with  a 
mere  0.39%  error;  it  hit  the  mark  on 
unemployment;  and  it  missed  the 
actual  cost-of-living  index  by  0.4%. 
What  about  the  coming  year?  Simu- 
nek predicts  President  Ford's  new 
economic   policies   will   increase   per- 


sonal consumption  expenditures  by 
$20  billion;  will  reduce  unemploy- 
ment from  7.5%  to  7%;  and  will  cause 
an  additional  200,000  new  cars  to  be 
sold  and  200,000  houses  built.  The 
cost?  Inflation  will  increase  by  2%, 
and  the  federal  deficit  will  run  to 
$26  billion,  the  model  warns. 

Premium  On  Peace 

A  monument  firm  in  Philadelphia 
is  offering  its  customers  added  as- 
surance that  their  loved  ones  will  rest 
in  peace.  For  a  $1  premium,  the  fam- 
ily that  purchases  a  tombstone  is  in- 
sured for  five  years  against  its  theft 
or  defacement.  For  his  dollar,  the 
customer  gets  a  certificate  under  a 
master  policy  guaranteeing  that  the 
stone  will  either  be  repaired  or  re- 
placed if  vandalism  occurs.  In  the 
six  months  the  plan  has  been  avail- 
able, about  500  customers  have  pur- 
chased policies.  So  far,  no  claims  have 
been  filed. 

Lightning  To  Order 

Rejecting  lasers  and  microwaves  as 
too  expensive  and  cumbersome,  a 
small  Mississippi  research  firm  expects 
shortly  to  introduce  an  electric-cur- 
rent method  of  weed  control.  The  cur- 
rent, which  has  the  advantage  of  be- 
ing free  of  polluting  aftereffects, 
knocks  out  a  plant's  vascular  system 
on  contact.  The  finished  device,  cov- 
ering six  rows  at  a  time,  will  be 
hooked  up  to  the  back  of  a  tractor 
and  will  run  on  power  taken  from  the 
tractor's  engine.  The  developer,  Lasco, 
has  dubbed  its  product  Lightning  III 
and  estimates  that  it  will  sell  for  under 
$25,000.  A  hand-held  wand  model 
may  also  be  marketed. 

Legal  Benefit 

"It  is  the  middle  income  bracket— 
and  that  includes  most  of  our  mem- 
bers—who come  up  short  on  good  le- 
gal advice  because  of  the  cost,"  was 
the  way  an  official  of  a  Southern  Cali- 
fornia teamsters  local  justified  a  recent 


contract  providing  its  membership 
with  employer-paid  legal  insurance. 
Under  the  contract,  the  local  selected 
an  attorney  to  represent  its  members, 
with  the  insurance  providing  100% 
coverage,  including  legal  advice,  de- 
fense of  civil  actions  where  the  work- 
er or  his  family  are  involved,  mat- 
rimonial cases,  personal  bankrupt- 
cy proceedings,  defense  of  felony 
charges,  habeas  corpus  proceedings 
<  and  certain  motor  vehicle  and  juvenile 
delinquency  charges. 

Leading  Indicator 

The  machine-tool  market  can  ex- 
pect significant  growth  through  the 
early  1980s  despite  the  current  eco- 
nomic slowdown,  according  to  new 
President  Russell  A.  Hedden  of  Mil- 
waukee's Kearney  &  Trecker,  a  leading 
machine-tool  builder.  Plant  and 
equipment  expenditures  are  project- 
ed to  increase  about  9%  a  year  in 
constant  dollars.  The  projections  are 
significant  in  that  machine  tools  are 
central  to  virtually  all  kinds  of  man- 
ufacturing—including the  manufac- 
ture of  machine  tools,  since  they  are 
the  only  machines  that  can  reproduce 
themselves. 

It  Floated  On  Water 

In  what  is  perhaps  the  most  far- 
fetched application  yet  of  reinforced 
concrete  technology,  two  Princeton 
University  engineering  students  pad- 
dled to  victory  over  a  quarter-mile 
Schuylkill  River  course  last  month  in 
the  second  annual  concrete  canoe 
race.  The  students  designed  and  con- 
structed their  14-foot,  190-pound 
craft  themselves,  applying  expand- 
able polystyrene  concrete,  a  material 
lighter  than  conventional  concrete, 
over  plywood  ribs  and  wire  mesh. 
When  the  concrete  was  cured,  they 
sanded  it  to  shape  and  used  epoxy 
resin  to  coat  the  porous  creation. 
And  it  was  no  paddle-away  triumph: 
Thirty-nine  canoes  competed  in 
the  event.   ■ 
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The  Uranium  OPEC 

Sir:  Your  article  on  the  uranium 
cartel  (Jan.  15)  is  mind-boggling  in 
its  implications.  It  means  that  all 
those  expensive  nuclear  plants  will 
make  us  no  more  free  from  outsiders 
than  oil  does  today.  Maybe  it's  a 
blessing  in  disguise  for  the  utilities 
that  hard  times  have  forced  them  to 
delay  building  new  nuclear  plants. 

—Richard  Dennis 
Chicago,  111. 

See  Fact  6-  Comment,  page  9— MSF. 

Hard  Lesson  To  Learn 

Sir:  Re  your  story  that  cash  is  back 
in  style  (Jan.  1).  You  would  have 
thought  most  corporations  would  have 
come  to  that  conclusion  after  the  mon- 
ey crunch  in  1970.  It  was  then  that 
everyone  saw  that  leverage  was  a 
two-way  street.  Yet  the  emphasis  re- 
mained on  earnings  per  share.  Now, 
belatedly,  the  emphasis  has  shifted 
fast  to  the  balance  sheet.  But  given 
enough  time  and  I  bet  it  will  be  back 
to  the  same  old  game  again. 

—William  Warren 
New  York,  N.Y. 

Inventive  Advertising 


Lois  Holland  Callawa-,   Inc 

7+5  Fifth  Ave 

New  York.  New  York 

688-1525 


Mr.   Malcolm  S.   Forbes 

Editor-in-Chief 

FORBES 

60  Fifth  Avenue 

New  York,  New  York    10011 

Dear  Mr.  Forbes: 

Besides  your  criticism  of  our  Cutty  Sark  advertising 

being  a  tiresome  bore, 

you  show  you  have  no  knack 

for  understanding  inventive  advertising. 

The  "Don't  Give  Up  The  Ship"  campaign 

was  a  brilliant  campaign,  and  the 

"Launch  Another  Cutty"  is  light  years  ahead 

of  any  others  that  were  in  your  magazine. 

(Your  lack  of  criticism  of  booze  ads 

that  never  run  in  your  magazine  is  noted. ) 

As  they  say  in  the  balloon  business, 

"you're  full  of  hot  air' 


Prices  Now  Stay  High 

Sir:  At  the  start  of  A&P's  WEO 
campaign,  you  editorialized  that  the 
price-cutting  policy  would  be  disas- 
trous for  both  A&P  and  its  competi- 
tors. It  now  appears  that  A&P  has 
taught  its  (price)  competitors  that  by 
price  cooperation,  all  the  supermarket 
chains  can  live  happily  together. 
Whether  by  collusion  or  just  by  un- 
stated and  unplanned  consensus,  su- 
(Continued  on  page  62) 


Chicago's  Inn  Place 

for  people  who  mean  business . . . 

Traditional  host  to  leaders  in  finance,  business  and  government,  in  the  heart  of  the  district 
that  makes  Chicago  hum.  A  legend  alive  with  new  vitality,  the  LaSalle  has  just  been 
refurbished  till  it  sparkles.  800  superb  guest  rooms,  25  function/meeting  rooms,  banquet 
rooms,  a  magnificent  grand  ballroom,  gourmet  restaurants,  specialty  shops,  an  office- 
services  center  and  fast  transportation  everywhere  are  among  the  unexcelled  facilities. 
But  busy  people  appreciate,  even  more,  the  special  pride  in  service  and  personal  attention 
unique  to  the  owner-operated  LaSalle. 

The  Inn  Place  for  people  who  mean  business  in  Chicago  is  The  LaSalle  Hotel. 
Guaranteed  Room  Rates    Singles  $19  and  $23    Doubles  and  Twins  $26  and  $30 

A  Living  Landmark 
on  LaSalle  Street 

10  North  LaSalle  Street,  Chicago,  Illinois  60602 
sir.       Call  Toll  Free:  Illinois  800-972-1020 

Out  Of  State  800-621-1042 

LaSALLE  hotel 
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What  do  Canadian  gentlemen 

of  Scottish  descent 

know  about  building  a  subtropical 

resort  in  Delray  Beach,  Florida? 

Everything.  Just  everything. 

St.  Andrews  Club  was  designed  and  built  by  a  group  of 
gentlemen  with  an  understanding  of  luxury  and  pleasure, 
yet  with  a  healthy  respect  for  getting  the  quality  they  pay 
for.  It's  the  condominium  that  puts  everything  together  on  a 
spacious  Atlantic-to-Intracoastal  site.  Beautiful  fairway  or 
ocean  apartments.  Private  18  hole  executive  golf  course. 
Private  beach.  Tennis  club.  Tranquil  gardens.  Impeccable 
service.  And  an  elegant  clubhouse,  not  just  to  dine  but  to 
feast.  Two  and  three  bedroom  residences.  From  $85,000  to 
$130,000.  Prices  include  equity  own- 
ership in  all  Club  facilities.* 

Your  inquiry  is  invited.  Write,  call 
or  visit  Mr.  F.  David  Kells,  St. 
Andrews  Club,  4500  North  Ocean 
Boulevard,  Delray  Beach,  Florida 
33444.  (305)  276-0453  or  737-6030. 


St.  Andrews  Club 


'This  is  not  an  offer  to  sell.  Such  offer  subject  to 
membership  approval.  Not  available  to  residents 
of  States  where  prohibited  by  law. 
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When  you  invest 

$12  million  everyday 

you  get  to  know  a  thing  or  two 

about  fixed  investments 

for  pension  funds. 


That's  the  amount  of  money  in- 
vested by  Metropolitan's  money 
managers  in  an  average  working  day. 

And  what  they've  learned  is 
how  to  make  sound  fixed  income 
investments  generally  carry  a  higher 
return  than  might  otherwise  be 
possible. 

These  higher  returns  result 
from  Metropolitan's  historically 
proven  investment  skills.  In  fixed 
investments,  the  yield  advantage  is 
gained  through— 

1.  Mortgages  on  commercial 
and  industrial  properties,  apart- 
ments, homes,  farms— all  mortgages 
that  involve  national  diversification. 

2.  Directly  placed  bonds— pro- 
tection against  call. 

3.  Sale  and  leaseback  invest- 
ments, real  estate,  miscellaneous 
special  financing. 


4.  Equity  features  in  many 
recent  fixed  income  investments  that 
should  further  increase  the  long- 
term  yield. 

Sound  fixed  income  investment 
is  very  likely  a  key  part  of  your 
program,  and  this  is  just  a  part  of  the 
story  of  how  Metropolitan  can  put 
its  experience  and  know-how  to 
work  for  you. 

One  thing  further:  Metropolitan 
will  offer  to  insure  payment  of  pen- 
sion benefits  to  your  employees  at 
time  of  retirement. 

For  a  thorough  explanation  of 
all  the  advantages,  just  call  your 
Metropolitan  representative. 


O  Metropolitan  Life 

Where  the  future  is  now 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


TAX  CUT:  A  SHOT  IN  THE  ARM  OR  THE  HEAD? 


Seldom  do  you  find  those  holding  elected  office  united 
in  anything  except  the  need  for  their  own  reelection. 

But  the  millennium's  here,  folks. 

United  praise  of  motherhood  may  be  passe  in  the  face 
of  the  population  explosion  and  women's  lib,  but  there's 
now  unanimity  among  public  officeholders  for  cut- 
ting taxes. 


With  agreement  on  the  Left  and  on  the  Right,  on  Cap- 
itol Hill  and  in  the  White  House  about  billions  in  income- 
tax  reductions,  it'll  come  to  pass  all  right. 

But  if  there's  no  offset  at  all  in  the  form  of  additional 
revenues  from  a  tax  on  energy,  the  resulting  $60-billion 
to  $80-billion  deficit  will  turn  the  intended  stimulus  into 
the  largest  economic  egg  yet  laid  in  our  nation's  Capital. 


THE  ALTERNATIVE  IS  RATIONING 


Short  of  outright  rationing,  sizably  upping  the  price 
of  gas  and  oil  by  heavy  additional  federal  taxes  is  the 
most  effective  way  to  cut  consumption,  reduce  waste  and 
keep  the  United  States  and  the  Free  World  free. 

Many  in  Congress  wail  that  the  President's  energy  tax 
proposals  are  regressive,  but  income-tax  cuts  and  cash 
rebates  to  those  with  lowest  incomes  meet  that  criticism. 


It  is  claimed  that  this  proposed  tax  increase  on  energy 
will  accelerate  recession.  That  argument,  too,  is  far  from 
necessarily  so.  It  will  accelerate  spending  for  new  energy 
sources. 

By  combining  a  penalizing,  revenue-producing  gas  and 
oil  tax  with  an  income-tax-cut  stimulus,  we  have  a  chance 
to  meet  two  pressing  needs. 


SOAK  THE  RICH 


For  once  the  politically  popular  thing  to  do  is  also  the 
economically  sound  thing  to  do.  The  income-tax  rebate 
should  be  for  lower  and  middle  income  families,  not  for 
those  better  off. 

Who's  more  apt  to  spend  promptly  his  tax  rebate— the 
man  supporting  a  family  of  four  on  an  income  of  $10,000 


rebate  of  around  $100,  or  the  fellow  with  a  $40,000-a-year 
income,  who  would  receive  a  $1,000  rebate? 

It's  not  a  question  of  soaking  the  rich. 

It's  a  very  practical  question  of  accomplishing  the  tax 
rebate's  purposes:  Worried  high  incomers  can  cut  back, 
can  save;  lower  incomers  must  spend  every  additional  dol- 


a  year  who,  under  the  President's  proposal,  would  get  a      lar  to  meet  present  needs. 

IS  NUCLEAR  ENERGY  THE  WAY  TO  GO? 


The  U.S.  and  the  free  industrial  powers  of  Europe  in- 
creasingly stress  nuclear  power  as  an  energy  alternative 
to  present  dependence  on  oil  imports. 

But  is  it? 

If  you  haven't  read  the  lead  article  on  page  19  of  the 
Jan.  15  Forbes,  you'd  better  before  plunking  all  out  for 
nuclear  energy  "independence." 

Within  a  couple  of  years,  the  U.S.  utilities  now  using  or 
planning  to  use  nuclear  power  will  have  to  import  uran- 
ium. By  1985  Free  World  nuclear  power  is  expected  to 


increase  twentyfold,  providing  some  30%  of  all  electricity 
generated. 

The  countries  with  substantial  available  uranium  are 
few— Australia,  Canada  and  South  Africa.  Already  the  price 
is  carteling  skyward. 

Does  substituting  the  Free  World's  energy  dependence 
on  the  oil-producing  nations  for  dependence  on  those 
three  for  uranium  make  for  independence?  Is  the  Aussie, 
Canadian  and  South  African  love  for  us  and  their  West 
European  cousins  a  guarantee  that  we  all  won't  be  held  over 
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barrel   as   we   now   are   draped   over   the   oil 
Has  Canada  resisted  raising  its  price  of  oil  exports 
America?  Resisted  curbing  the  amount  exported?  Why 
would  they  do  less  when   their  uranium   becomes   com- 
parably essential? 


In  addition  to  seeking  and  getting  out  more  U.S.  oil 
offshore  as  well  as  on,  to  preserve  our  independence  and 
power  to  protect  the  Free  World,  we've  just  one  major 
way  to  go  .  .  . 

To  coal. 


INVESTIGATE  AND   FUMIGATE 


those  too  man)    nursing  homes  which  seem  to  be  ripping 
off  federal  and  various  state  aid  programs  for  the  elderly. 
To  be  old  and  feeble  and  alone  is  burden  enough. 


The  measure  of  a  civilized  people  is  how  they  care  for 
those  who  are  beyond  the  capability  of  caring  for 
themselves. 


SO   WHO'S   PERFECT? 


More  often  than  not  in  analyzing  corporate  manage- 
ments, Forbes,  while  mentioning  weaknesses,  emphasizes 
the  strengths  when  that  is  the  point.  And  vice  versa. 

Since  corporations  are  people— a  CEO  and  his  team- 
naturally  they  prefer  a  discussion  solely  of  virtues.  But 
since  all  of  us  are  more  flawful  than  flawless,  attributing 


perfection  would  be  misleading. 

There's  a  world  of  difference  between  nit-picking  and 
a  warranted  if  occasionally  wounding  corporate  appraisal. 

Forbes  tries  to  present  the  whole  picture.  We're  not 
interested  in  picking  a  loose  end  and  unraveling  the 
whole  outfit. 


WHERE   UN  HEADQUARTERS   SHOULD   HAVE   BEEN 


When  the  UN  sought  a  home  after  its  creation,  the  U.S. 
was  happy  that  it  settled  in  Manhattan  on  a  site  gen- 
erously paid  for  by  the  Youknowwhofellers. 

Now  that  we  and  the  Powers  That  Were  find  our- 
selves too  often  in  the  minority  at  the  UN,  many  disil- 
lusioned Americans  wouldn't  mind  a  bit  if  the  Body  moved 
elsewhere. 

At  the  time  of  the  initial  hunt  for  their  headquarters, 
there  was  one  suggestion  offered  by  C.L.  Sulzberger, 
which  he  recently  recalled.  In  retrospect,  indeed  it  might 
have  been  a  site  with  more  profound  and  lasting  influence 
on  UN  deliberations  than  the  present  one. 

Mr.  Sulzberger  suggested  "that  an  entirely  circular  tow- 


er headquarters  be  constructed  in  the  heart  of  ravaged 
Berlin  and  that  the  former  German  capital  should  be  left 
in  ruins  for  a  mile  all  around.  Then,  whenever  statesmen 
disagreed,  they  had  only  to  walk  out  on  a  balcony  to 
see  what  argument  produced. 

"It  seemed  obvious  to  me  that  Berlin  was  likewise  a 
strategically  sensible  center,  close  to  the  ideological  di- 
vide between  the  world's  power  blocs.  My  idea  was 
never  seriously  considered.  It  was  explained  that  it  w  as 
essential  to  have  the  UN  in  the  United  States  to  encour- 
age American  public  interest  and  avoid  a  recurrence  of 
isolationism." 

Too  bad. 


WHAT  A   DIFFERENCE  THE   REAL  THING   MAKES 


Enjoying  symphonic  platters  has  been  one  of  this  man's 
pleasures  since  I  nearly  flunked  a  primer  Music  Apprecia- 
tion course  in  college.  Not  for  multiple  years,  though,  had 
I  heard  a  symphony  in  the  flesh— Ye  Gads,  what  a  dif- 
ference the  real  thing  makes! 

Recently,  under  the  auspices  of  proud  present  and 
former  Chicagoans,  their  extraordinary  Chicago  Symphony 


made  what's  become  an  annual  pilgrimage  to  provincial 
New  York,  and  Sir  Georg  Solti's  orchestra  took  the 
town's  breath  away  in  four  Carnegie  Hall  appearances. 
At  no  play,  no  sports  event,  no  great  public  occasion 
have  I  seen  such  informed  acclaim.  Listening  was  a  moving 
experience,  and  I  couldn't  get  over  how  much  seeing  adds 
to  hearing. 


UNIVERSAL  TRUTH  UNIVERSALLY   UNFOLLOWED 

At  the  heart  of  major  beliefs  is  the  Golden   Rule.   One 
Christmas  card  we  received  quoted  four: 


CHRIST:   All    things    whatsoever    ye    would    that 

men  should  do  unto  you,  do  ye  even  so  to  them, 

for  this  is  the  law  and  the  prophets. 

BUDDHA:   Hurt  not  others  with  that  which  pains 

yourself. 

THOSE  IN  THE  DRIVERS   SEAT 

should  be  required  to  know  how. 
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ISLAM:  No  one  of  you  is  a  believer  until  he  loves 
for  his  brother  what  he  loves  for  himself, 
What  is  hurtful  to  yourself  do  not   to  your  fellow- 
men.  That  is  the  whole  of  the  TOHAII.   The  re- 
mainder is  but  commentary. 

WHEN  PEOPLE   HAVE  NOTHING 

to  do,  they  usually  do  it   ;il   the  expense  ol    those  who  do. 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.— M.S. F. 


Nuclear  Alternatives 

...  By  placing  most  of  our  energy 
research-and-development  eggs  in  the 
nuclear  basket,  we  now  find  ourselves 
with  problem-prone  nuclear  power 
as  the  only  alternative  to  oil  and  coal 
as  our  major  source  of  energy.  .  .  . 
The  Energy  Research  &  Development 
Administration  should  help  develop 
at  least  a  20-mile-per-gallon  automo- 
bile, more  efficient  space  heating  and 
cooling  (including  currently  available 
solar  converters)  and  more  efficient 
industrial  machinery  and  home  ap- 
pliances. The  ERDA  will  also  be  de- 
veloping alternative  energy  sources 
with  the  goal  of  having  some  of  them 
on  line  for  practical  widespread  ap- 
plication by  1985.  The  most  promis- 
ing technology  is  the  development  of 
synthetic  oil  and  gas  from  coal.  .  .  . 
Continuing  to  serve  basically  en- 
trenched nuclear  power  interests  could 
leave  us  dangerously  dependent  on 
oil.  ... 

—Senator  Abraham  A.  Ribicoff 
(Dem.,  Conn.). 

The  Next  OPEC? 

Preoccupied  with  our  struggle  to 
escape  the  Organization  of  Petroleum 
Exporting  Countries,  we  may  be  rush- 


ing right  into  the  waiting  arms  of 
another  cartel— the  uranium  cartel. 
.  .  .  The  first  productive  meeting  of 
the  Uranium  Producers  Forum  was 
held  in  May  1972  in  South  Africa. 
"There  were  some  pretty  hard  de- 
bates and  so  on,"  says  one  Australian 
participant  at  the  Johannesburg  meet- 
ing, "but  reason  prevailed."  "Reason" 
apparently  meant  higher  prices,  more 
advantageous  contract  terms  and  no 
competitive  price  cutting.  ...  So  con- 
fident are  producers  of  the  continued 
sharp  rise  in  uranium  prices  that  for- 
eign producers  are  writing  contracts 
only  at  "world  price  at  time  of  de- 
livery". .  .  .  With  U.S.  uranium  de- 
mand expected  to  more  than  triple 
by  1980— and  increase  by  more  than 
700%  by  1985— U.S.  uranium  miners 
simply  won't  be  able  to  keep  up.  .  .  . 
As  an  executive  for  a  leading  Canadi- 
an producer  puts  it,  laughingly,  "It 
worked  for  the  Arabs,  didn't  it?" 

—Forbes  Magazine 

Canadian  Gas  Hike 

Dave  Barrett,  premier  of  British  Co- 
lumbia, wants  an  increase  of  93%  in 
the  price  of  natural  gas  for  customers 
in  the  United  States,  notably  indus- 
trial users  in  the  nearby  states  of 
Washington  and  Oregon.  Mr.  Barrett 


called  for  an  immediate  increase  of 
$1.35  per  thousand  cubic  feet  from 
the  present  $1  with  a  further  rise  to 
$1.93  before  the  end  of  the  year. 

—Douglas  W.  Cray, 
New  York  Times. 

Concepts  in  the  Footnotes 

No  amount  of  enthusiasm  for  the 
"concept"  of  an  investment  can  re- 
place security  analysis,  which  often 
just  means  reading  the  fine  type. 

—Barron's. 

Ethics  and  Writers 

The  ultimate  question,  said  Joe  Mc- 
Ginnis  [author  of  The  Selling  of  the 
President  1968],  is,  how  can  a  writer 
conduct  himself  with  integrity  that 
will  allow  him  to  live  with  the  people 
he  is  writing  about?  "There  is  no  truth 
when  you  get  into  areas  of  emotion; 
just  the  truth  as  you  see  it.  A  journal- 
ist is  like  a  sculptor  carving  a  block 
of  marble.  He  is  not  a  portrait  painter 
making  a  likeness."  Writers  are  al- 
ways selling  somebody  out  in  their 
search  for  truth,  he  said.  Then  he 
quoted  from  Thomas  Mann,  "a  writ- 
er must  be  cruel  and  merciless  to  his 
subject,  even  if,  as  a  person,  he  is 
gentle  and  kind." 

—Princeton  Alumni  Weekly. 


President  Ford  has  proposed 
raising  the  investment  tax  credit 
from  7%  to  12%.  Except  for  utili- 
ties, the  tax  credit  would  revert  to 
7%  after  one  year. 

The  idea  behind  this  one-shot 
rise  is  to  persuade  businesses  to 
increase,  or  at  least  not  to  cut 
back  on,  capital-spending  plans. 
A  few  months  ago,  capital  spend- 
ing was  to  be  the  bulwark  against 
too  severe  a  recession.  Recently, 
projected  outlays  have  been  con- 
tracting like  automobile  sales. 

While  the  Ford  proposal  looks 
stimulating  on  paper,  in  reality  it 
will  have  minimal  impact. 

Capital  spending  is  influenced 
more  by  the  level  of  demand  than 
by  short-term  tax  considerations. 
A  corporation  suddenly  choking  on 
inventory  is  not  likely  to  shell  out 
available  cash  to  increase  produc- 
tive capacity,  no  matter  how  en- 
ticing the  tax  break.  You  need 
profits  before  you  can  pay  taxes. 

Moreover,  there  is  often  a  long 
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lag  between  the  time  companies 
start  planning  new  investments  and 
the  time  they  actually  buy  new 
equipment  or  break  ground  for 
new  plants.  A  rise  in  the  tax  cred- 
it would  have  to  be  on  the  books 
for  several  years  for  it  to  have  an 
appreciable  (or  depreciable)  im- 
pact. Only  within  a  long-term  time 
frame  will  business  be  able  to  cal- 
culate it  in  its  plans  for  future  cap- 
ital outlays. 

The  President  could  make  a  per- 
suasive case  for  a  permanent  in- 
crease in  the  credit.  But  a  one-time 
boost  will  provide  little  stimulation 
for  the  depressed  economy. 

HE  HAS  A  POINT 

Treasury  Secretary  William  Si- 
mon makes  a  valid  if  impolitic 
point  when,  in  the  face  of  a  slump- 
ing economy,  he  repeatedly  de- 
clares, "The  real  long-term  eco- 
nomic problem  remains  inflation." 

This  recession  originated  be- 
cause of  an  unacceptably  high  rate 


of  inflation,  an  inflation  that  will 
stay  with  us  with  increasingly  del- 
eterious results  as  long  as  the 
White  House  and  Congress  find  it 
inexpedient  to  follow  a  consistent 
anti-inflationary  policy. 

Thanks  to  the  inflation  of  1965- 
66,  we  had  a  minirecession  in 
1967.  But  inflation  came  back 
stronger  than  ever,  and  we  got  a 
full-fledged  recession  in  1970. 
Thereupon,  fiscrl  and  monetary 
caution  were  thrown  to  the  winds 
(there  was  an  election  coming  up), 
and  inflation,  after  a  heartening 
decline,  went  to  double  digits  in 
1973-74;  as  a  result,  we  are  un- 
dergoing the  worst  economic  slump 
since  the  1930s. 

If  the  Government  refuses  to 
get  a  grip  on  the  budget  and  if 
voters  won't  accept  the  fact  that 
we  cannot  have  everything  without 
paying  for  it,  this  dreary  pattern 
will  be  repeated. 

Inflation  is  an  invisible  tax, 
and  there  is  no  easy  way  to  cut  it. 
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I  m  not  afraid  to 

save  money... that's 

why  I  rent  from 

Budget." 


"With  today's  prices,  you  have  to  be 
smarter  with  money.  That's  why  I  like 
Budget.  When  I  fly,  I  just  call  their 
800  number  and  a  car  is  reserved  for 
me,  usually  right  at  the  airport 
terminal.  Monte  Carlos,  Novas,  or 
"No  Mileage  Charge"  Vegas.  You 
really  save  money  with  that  deal. 

"I  don't  know  about  anyone  else, 
but  Budget  really  makes  sense  to  me.' 


The  difference  is  the  dollars  you  save 


per day 

No  Mileage 
Charge* 


For  Super  Rez®  Toll  Free  reservations  anywhere  in  the 
U.S.,  Canada  and  worldwide  call: 

800-228-9650 

(In  Nebraska,  call:  1-800-642-9910) 


Budget 


*  Chevy  Vega  or  similar  car. 
Pay  only  for  the  gas  you  use. 
At  participating  airport 
locations. 


rentacar 


®  1975  Budget  Rent  a  Car  Corporation  of  America 


A  Transamerica  Company 


Forbes 

The  View  From 
The  GM  Building 

Ford  is  gloomy.  Chrysler  is  gloomy. 

General  Motors?  The  answer  may  surprise  you. 


Estes  of  General  Motors 

Henry  Ford  has  officially  proclaimed 
1975  "a  lousy  year."  Chrysler  Chair- 
man Lynn  Townsend  is  even  further 
down  in  the  mouth.  In  an  interview 
published  in  The  New  York  Times  he 
said  he  was  slimming  his  company 
down  for  a  future  of  6-million-car 
years.  That  would  be  down  an  omi- 
nous 40%  from  the  record  year,  1973. 
Meanwhile,  all  the  Big  Three  an- 
nounced price  rebates  on  small  cars. 

Amidst  all  this  gloom,  General  Mo- 
tors, we  thought,  was  being  awfully 
quiet.  Was  the  world's  biggest  manu- 
facturing company  undergoing  a  si- 
lent but  agonizing  reappraisal?  We 
dispatched  Senior  Editor  Geoffrey 
Smith  tp  Detroit  to  interview  GM 
President  Elliott  M.  (Pete)  Estes. 

The  gist  of  what  Estes  had  to  say 
was  this:  General  Motors  will  not 
change  very  much;  nor  is  it  terribly 
worried. 

If  Estes  is  right,  then,  General  Mo- 
tors is  in  surprisingly  good  shape. 


If  he  is  wrong.  .  .  . 

Our  first  question  was:  How  bad 
will  1975  be? 

Estes  :  Currently  we're  selling  at  an 
annual  rate  of  about  7.6  million  cars, 
including  imports,  as  against  8.8  mil- 
lion for  1974.  We  say  we'll  average 
out  in  the  1975  calendar  year  at  9 
million  or  a  little  under.  Now  we  need 
some  improvement  [to  get  that]. 
But  that's  our  forecast. 

Suppose  Congress  doesn't  approve 
President  Ford's  tax  rebate? 

Estes:  Well,  I  think  we're  going  to 
have  a  tax  cut  of  some  kind,  without 
any  question.  But  even  if  we  don't, 
our  most  pessimistic  forecast  is  8.4 
million  cars. 

No  more  massive  layoffs? 

Estes:  By  the  end  of  January  we'll 
have  about  92,000  employees  on  in- 
definite layoff,  out  of  420,000,  and 
another  40,000  that  at  some  time  dur- 
ing this  first  quarter  will  be  on  tem- 
porary layoff.  The  difference  being, 
if  we  take  a  second  shift  off  our 
plants,  as  we  have  at  five,  that's  in- 
definite layoff.  A  temporary  layoff  is 
a  plant  going  down  for  a  week  and 
then  coming  back. 

Now  our  forecasts  say  that  by  the 
end  of  the  first  quarter,  hopefully,  we 
won't  require  further  temporary  lay- 
offs or  indefinite  layoffs.  Our  hope  is 
that  we'll  gradually  be  able  to  build 
from  there  on  out. 

How  about  all  those  unsold  cars? 

Estes  :  We're  selling  to  dealers  at  the 
same  rate  we're  building,  which  is 
about  16,000  cars  and  trucks  a  day 
now,  as  opposed  to  our  normal  ca- 
pacity of  about  25,000  a  day.  At  the 
moment,  our  dealers  have  about  a 
90-day  supply  of  cars  on  hand,  where- 
as our  competitors  are  as  high  as  140 
days.  We're  a  little  bit  higher  than 
we'd  like  to  be,  particularly  in  sub- 
compacts    and    compacts— we'd    like 


about  60  days'  supply  right  now— but 
we're  not  terribly  concerned. 

As  a  matter  of  fact,  in  some  of  our 
car  lines  we  have  shortages.  The  days' 
supply  in  some  of  our  larger  cars  is 
down  in  the  30s  and  20s,  and  in  the 
case  of  Cadillac,  in  the  15s.  The  small- 
er cars  have  been  the  problem.  That's 
where  the  layoffs  have  been. 

Yet,  we  noticed  that  you  announced 
rebates  only  on  small-car  lines.  But 
why  is  big-car  buying  up? 

Estes  :  We're  not  selling  more  large 
cars  than  normal.  It's  just  that  in- 
stead of  being  distorted  in  favor  of 
small  cars,  as  we  had  expected  would 
happen,  the  mix  is  what  we'd  call 
normal  over  the  last  few  years.  Dur- 
ing that  embargo  when  we  couldn't 
sell  large  cars,  subcompacts  got  as 
high  as  18%  to  19%  of  the  market, 
imports  included.  Right  now  it's  back 
to  around  13%  to  14%,  the  pre-em- 
bargo  rate.  Now  why  is  that  hap- 
pening? Maybe  it's  the  lack  of  con- 
sciousness about  the  energy  situation. 
And  I  think  a  number  of  large-car 
buyers  postponed  buying  in  1974. 

Isn't  a  relatively  smaller  percentage 
of  your  product  line  in  small  cars? 

Estes:  No,  that's  not  quite  right.  It 
isn't  a  lack  of  entries  in  the  field.  We 
had  a  large  expenditure  in  compact 
cars  for  the  1975  models.  We've  got 
two  new  small  cars  coming  between 
now  and  the  1976  announcement,  and 
we  had  five  new  small-car  engines  in 
1975.  In  small  cars  it's  our  sales  effort 
we've  got  to  concentrate  on.  In  other 
words,  our  dealers  only  sell  about  25% 
of  the  small  cars,  whereas  they  sell 
50%  to  60%  of  the  larger  cars. 

Now  this  is  not  Chevrolet.  Chevro- 
let gets  19%  to  20%  of  the  compact 
cars  and  sometimes  a  little  more  of 
the  subcompact  market.  It's  our 
Buick,  Olds  and  Pontiac  dealers  who 
do  a  less  than  normal  job  on  the  small 
cars  we've  given  them.  Each  of  those 
divisions  gets  from  7%  to  9%  of  the  in- 
termediates and  up  market,  but  only 
about  2.5%  of  \he  compact  market. 
The  customer  doesn't  expect  to  find 
a  so-called  small  car  in  a  BOP  [Buick, 
Olds,  Pontiac]  dealer.  He's  a  different 
kind  of  person  from  the  usual  repeat 
BOP  customer,  younger  usually.  Now 
our  dealers  have  got  to  get  these  peo- 
ple to  come  in.  The  reason  we  put 
the  small  cars  in  there  was  for  them. 

And  they  get  the  message!  You 
know  this  crap  we  get  out  of  Wash- 
ington that  General  Motors  doesn't 
want  to  sell  small  cars  and  that  we're 
forcing  the  market  into  big  cars  and 
so  on.  .  .  .  We've  got  a  hell  of  a  lot 
more   small-car   capacity  down  right 
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this    minute    than    big-car    capacity! 

Trouble  is,  you  can't  make  as  much 
money  selling  small  cars.  .  .  . 

Estes:  It  doesn't  necessarily  have  to 
be  a  big  car  to  have  air-conditioning 
or  electric  door  locks  and  windows. 
You  know  what  happened  last  year? 
We  got  requests  wondering  why  you 
couldn't  get  electric  windows  and 
door  locks  on  the  Vega!  The  reason 
we  didn't  offer  them  was  that  we 
were  still  on  that  old  scenario  that 
smaller  is  lower  cost  and  fewer  op- 
tions. Now  we're  leveling  that  off. 
The  big  car's  going  to  come  down  in 
size  and  weight,  but  still  have  all  the 
luxury  available.  Instead  of  building 
cars  from  2,400  pounds  to  6,000, 
hopefully  we'll  be  building  them  from 
2,000  to  4,500. 

In  other  words,  I'd  say  we  have  two 
problems  at  General  Motors.  One  is 
learning  how  to  sell  small  cars  the 
same  way  we  sell  the  so-called  reg- 
ular-sized cars.  That's  a  big  problem. 
We've  got  to  catch  up  with  this  fast. 
We  think  over  the  long  term  the  small 
car  is  going  to  gain  maybe  3%  of  the 
market  each  year.  And  the  second 
problem  is  to  make  sure  our  larg- 
er car  is  the  right  car  for  the  customer. 
Because  if  we  don't  do  that,  he'll  keep 
the  one  he  has! 

I  thought  your  cars  had  built-in 
obsolescence! 

Estes :  Yeah,  I  thought  so  too!  And 
didn't  we  just  prove  that  last  year, 
huh?  Aren't  we  proving  it  right  now? 

Looking  back,  should  GM  have 
moved  earlier  to  solve  emission  con- 
trol and  fuel  economy  with  a  new 
type  of  engine? 

Estes  :  I  was  in  the  research  labs 
from  1934  to  1944,  and  at  that  time 
we  had  a  stratified-charge  engine. 
Since  then  we've  looked  at  300  to 
400  different  engine  configurations. 
Just  going  back  eight  years,  we've 
spent  something  like  $250  million  on 
alternate  engine  research.  We  looked 
at  the  rotary  first  in  1960  when  the 


patents  were  first  issued.  And  we  put 
a  turbine  engine  in  a  car  as  far  back 
as  1948!  So  all  of  these  things  have 
been  worked  on  with  some  diligent 
effort  all  through  this  period.  I  don't 
believe  we  could  have  done  a  better 
job  by  starting  earlier. 

Are  you  saying  that  federal  regula- 
tion is  unnecessary? 

Estes:  Not  at  all.  There  are  two 
areas,  really,  where  we  have  to  do 
things  to  our  vehicles  that  aren't  real- 
ly salable.  If  the  customer  had  his 
choice,  he  wouldn't  buy  'em.  One  is 
the  cost  of  safety,  unfortunately,  and 
the  other  is  the  cost  of  emission  con- 
trol. So  in  these  two  cases  we  have  to 
agree  and  admit  that  some  kind  of 
regulation  is  necessary.  Now  fuel 
economy  isn't  in  that  category  .  .  .  it's 
salable.  You  have  to  remember,  how- 
ever, that  best  fuel  economy  and  low- 
est emissions  from  the  basic  engine, 
without  some  after-treatment  like  con- 
verters, are  not  compatible.  To  get 
down  to  the  current  level  of  emission 
control  standards  we've  had  to  lose 
16%  in  fuel  economy. 

After  much  complaining,  you  met 
the  1975  emission  control  standards  at 
GM.  Why  must  we  postpone  the  stiv- 
er 1978  standards,  as  President  Ford 
has  proposed? 

Estes:  The  only  alternate  engine  we 
have  right  now  that  will  meet  the 
1978  emission  standards— if  they  stay 
on  the  books— the  only  one,  is  the 
turbine  engine.  But  the  cost  is  pro- 
hibitive. A  small  turbine  engine  for 
a  helicopter  costs  $30,0001  Now,  ob- 
viously, high-volume  production  tech- 
niques will  bring  that  down  a  bit, 
but  still.  .  .  .  The  emissions  from  a  ro- 
tary engine  are  so  high  in  the  basic 
engine  that,  even  with  a  converter, 
it  won't  make  the  1976  standards— 
unless  you  sacrifice  fuel  economy  as 
our  competitor  in  that  field  has  done, 
and  that's  not  the  right  thing  to  do. 
So  maybe  there  will  be  a  stratified 
charge,  with  a  converter.  It  could  hap- 
pen. But  that  isn't  a  major  change 
in  the  piston  engine.  We  see  the  pis- 


ton engine  carrying  right  through 
the  Eighties. 

From  the  way  Lynn  Townsend  was 
quoted  in  the  Times  it  sounded  as  if 
Chrysler  is  going  through  a  funda- 
mental change  in  the  way  they  run 
their  business.  Is  that  going  on  at  GM? 

Estes  :  This  business  of  the  big 
<change,  a  whole  upset  in  our  industry, 
the  automobile  is  gone  and  what  is 
General  Motors  going  to  build?— we 
don't  see  that  at  all.  Now,  two  years 
of  relatively  low  earnings,  instead  of 
the  normal  nine-month  downturn,  that 
makes  you  sit  back  and  say,  "O.K., 
we're  going  to  do  what  Mr.  Town- 
send's  talking  about— make  sure  we're 
geared  to  making  a  profit  at  that  lev- 
el, because  we've  still  got  1975  to  wor- 
ry about!"  So  instead  of  having  two 
managements  in  our  assembly  division, 
we  have  one.  And  we've  trimmed  our 
fixed  costs  in  engineering,  sales,  sec- 
ond-shift supervision— the  whole  thing. 
More  of  that  could  happen.  But  that's 
mainly  administrative.  It  doesn't 
change  our  way  of  doing  business. 

No  new  distribution  system? 

Estes  :    We've    been    through    these 

things  before:  1958,  '61,  '67 And 

we  still  say  we're  going  to  have  a 
franchise  dealer  system.  After  all,  our 
dealers  did  a  better  job  of  tailoring 
their  costs  down  last  year  than  we 
did!  We  lost  very  few  dealers. 

So  no  great  lesson  was  learned.  .  .  . 

Estes:  If  we've  learned  a  lesson  at 
all,  it's  that  we  have  to  juggle  the 
priorities  in  the  design  of  our  prod- 
uct. Our  cars  have  to  be  redesigned 
to  fit  function  as  No.  One  priority— in- 
stead of  maybe  No.  Two  or  Three. 
Function,  weight,  fuel  economy,  ap- 
pearance. We  saw  that  shift  coming 
in  1971-72,  and  by  1978  we'U  be  fin- 
ished. You  go  through  these  cycles  all 
the  time. 

But  is  the  cycle  different?  Is  Estes 
whistling  past  the  graveyard?  The  an- 
swers won't  be  in  for  a  few  months.  ■ 


Cut  prices  like  Chrysler?  "Absolutely  not!"  said  GM's  Estes.  But  when  Ford  lowered  prices,  he  changed  his  mind. 


Hello,  Sucker! 

Here's  your  chance  to  be  the  first  on  your 
block  to  get  in  on  the  latest  scare  craze. 


You  think  you've  heard  all  the  bi- 
zarre investing  schemes?  Scotch  whis- 
ky. Mink  farms.  Gold  coins.  Antique 
cars.  Well,  here's  a  new  one.  How 
about  investing  in  dehydrated  food? 

Don't  smirk.  Maybe  they  should 
know  better,  but  thousands  of  people 
are  biting  at  the  scheme.  So,  don't 
be  surprised  when  someone  tries  to 
sell  you  a  heap  of  dehydrated  grain, 
fruit  and  vegetables  all  packed  in 
airtight,  enamel-lined  cans.  The 
food's  not  so  much  for  eating  as  it  is 
for  psychological  comfort.  "It  is  catas- 
trophe buying,"  says  Clyde  Juchau, 
happily.  Juchau's  Neo-Life  Co.  of 
America  (San  Lorenzo,  Calif.)  is  a 
prospering  newcomer  to  the  business. 

It's  not  food  as  such  that  Juchau 
and  his  competitors  are  pushing,  but 
what  they  like  to  call  a  "food  plan"— 
enough  dehydrated  food  to  feed  an 
individual  from  three  months  to  a 
year.  The  "plan"  costs  anywhere  from 
$414  to  $749.  If  that  sounds  like  a  lot 
of  money  to  tie  up,  the  food  planners 
will  quickly  explain  that  it's  a  small 
sum  to  protect  your  family  against 
possible  starvation. 

The  come-ons  so  far  have  been  rela- 
tively sotto  voce,  mainly  fliers  stuffed 
under  windshield  wipers  of  cars 
parked  at  supermarkets  and  sedate 
ads  in  Newsweek,  The  New  York 
Times,  American  Opinion  and  The 
Wall  Street  Journal.  But  already  the 
business  supports  20  to  30  little  com-" 
panies  and  should  produce  some  $30 
million  in  revenues  this  year.  It  all  has 
blossomed  in  just  the  last  18  months. 

"It's  just  gone  wild,"  claims  Clyde 
Juchau.  "I  started  selling  5%  months 
ago  and  have  practically  doubled  our 
entire  volume.  I  don't  think  it's  a  fad." 

Juchau  is  hoping  to  pump  his  sales 
up  even  more  by  getting  one  of  his 
salesmen  as  a  guest  on  the  Johnny 
Carson  Show.  Rainy  Day  Foods  of 
Provo,  Utah  may  even  do  him  one 
better.  They  first  considered  "school- 
ing" Miss  Indian  America  to  repre- 
sent them  on  network  talk  shows, 
but  decided  to  use  cookbook  author 
Ruth  Stephenson  who  can  prepare  a 
Rainy  Day  meal  right  on  stage. 

For  The  Duration 

All  the  companies  are  selling  basi- 
c  ally  the  same  "plan,"  designed  to  feed 
one  adult  for  a  specified  period  of 
time.  Depending  on  the  length  of  the 
program,  running  anywhere  from 
three  months  to  a  year,  you  can  get 
as  many  as  60  one-gallon  cans  packed 


with  such  dehydrated  delicacies  as 
cornmeal,  spaghetti,  applesauce  and 
meat  substitutes,  mainly  textured 
vegetable  protein.  Of  course,  you 
also  get  a  cookbook.  Prices  vary 
greatly. 

One  company  boldly  states  in  its 
propaganda  that  a  food  shortage  is 
predicted  by  an  official  of  the  U.S. 
Department  of  Agriculture.  Others 
claim  their  food  plans  are  "real  life 
insurance  you  can  eat."  Still  others, 
like  George  Murdock,  president  of 
Rainy  Day  Foods,  claims  everyone 
needs  "food  insurance"  even  if  we 
never  have  a  food  shortage.  "What  if 
you  never  crash  your  car?"  asks  Mur- 
dock. "Don't  you  need  car  insurance?" 

Suppose  the  inevitable  arrives  and 


dent  George  Murdock,  31,  who  runs 
the  company  with  the  help  of  brother 
Ken,  28,  claims  Rainy  Day  will  have 
sales  of  $4.5  million  this  year  and 
Will  be  up  to  $6.5  million  next. 

Profits?  Rainy  Day,  for  example, 
pays  $18  for  a  100-pound  bag  of 
wheat.  Out  of  that  bag  it  gets  25 
cans  of  product,  which  retail  for 
$3.75  each,  or  a  total  of  $93.75.  Not 
bad.  George  Murdock  claims  the  com- 
pany will  net  maybe  10%  after  taxes. 

Potentially  even  more  profitable  is 
the  kind  of  operation  run  by  INSTA- 
FOOD's  John  Ballard.  Ballard,  34, 
neither  processes  nor  cans  his  prod- 
ucts. He  buys  them  from  Bernard 
Food  Co.  in  San  Jose,  Calif.  After 
tacking  on  a  42%  markup,  he  sells 
them  to  anyone  answering  his  mail- 
order ads,  which  cost  him  around 
$1,500  a  month.  And  Ballard  is  even 
willing  to  share  his  riches— that  is, 
if  you  want  to  become  a  distributor 
for  his  company.  For  $666  he'll  give 
you    an    18-month    supply    of    food, 


you  had  to  eat  the  stuff:  Could  you? 
Some  claim  that  when  cooked  prop- 
erly, the  dehydrated  foods  are  quite 
tasty.  But  not  everything.  "I  wouldn't 
feed  some  of  the  items  in  my  line  to 
a  dog,"  admits  John  Ballard  of  Hous- 
ton's INSTA-FOODS.  "I  got  one  I 
thought  would  go  over  really  great. 
That's  peanut  butter  mix.  I  mixed 
some  up  and  put  it  on  a  cracker.  I 
chewed  and  chewed  and  chewed  and 
just  couldn't  swallow  it." 

The  idea  of  storing  food  is  nothing 
new.  Mormons  have  been  advocating 
it  for  at  least  the  past  15  years,  which 
explains  why  a  number  of  the  com- 
panies in  the  business  are  located  in 
Utah.  Even  so,  it  was  a  relatively 
dormant  business  until  mid-1973 
when  the  nation  was  suddenly  hit  by 
gasoline  and  food  shortages. 

Rainy  Day  Foods  is  typical  of 
many  companies  in  the  business.  It 
is  privately  owned  and  was  started 
on  an  investment  of  no  more  than 
a  few  hundred  thousand  dollars.  The 
company  does  not  process  the  de- 
hydrated food,  but  merely  buys  it  in 
bulk  from  such  food  giants  as  Gen- 
eral Mills  and  Beatrice  Foods.  All 
Rainy  Day  does  is  manually  repack 
the  food  in  cans  and  cases  and  then 
ship  them  out  to  its  customers.  Presi- 


which  he  claims  can  be  peddled  for 
at  least  $1,020. 

The  real  supersalesmen  in  the  busi- 
ness are  fellows  like  Jack  Chase.  Op- 
erating out  of  his  home  in  Newton, 
N.J.,  he  sells  the  products  of  not  just 
one,  but  three  companies.  He  claims 
to  be  a  "master  distributor"  for  the 
whole  Northeast  and  concentrates 
his  selling  efforts  on  large  groups  of 
people,  such  as  senior  citizen  organi- 
zations. First  he  gives  them  a  pitch  on 
the  looming  specter  of  inflation  and 
food  shortages.  Next  he  feeds  them 
his  best  dehydrated  meal  and  then 
he  brings  on  his  soecial  covey  of  or- 
der takers  to  corral  as  many  buyers 
as  possible. 

The  theory  seems  to  be:  Whatever 
other  shortages  the  U.S.  is  experienc- 
ing, the  nation  isn't  running  out  of 
suckers.  According  to  one  story,  bas- 
ketball star  Jerry  Lucas  even  went  out 
and  bought  a  two-year  supply  of  food 
for  12  people.  And  another  fellow, 
claims  Neo-Life's  Clyde  Juchau,  in- 
vested $25,000  in  his  food  plans  in- 
stead of  buying  stocks,  gold  or  silver. 
Boasts  Juchau:  "Why,  the  items  I 
bought  a  year  and  a  half  ago  are 
worth  almost  40%  more  if  I  were  to 
sell  them  today." 

To  whom,  Clyde,  to  whom?  ■ 
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Texaco's  Lost  Ground 


Texaco's  earnings  may  well  dip  more  sharply  this  year 

than  those  of  the  other  big  international  oils. 

Here's  why— and  what  management  is  doing  about  it. 


Richard  B.  Palmer,  Texaco's  senior 
vice  president  for  exploration,  tells 
this  story  about  his  own  company: 

"We  were  exploring  in  Prudhoe 
Bay  [Alaska]  in  1952— we  were  there 
early.  Our  manager  begged  us  to  buy 
tracts,  but  the  [top  management]  de- 
cision at  the  time  was  that  the  remote- 
ness of  the  area  was  such  that  it 
would  take  an  inordinate  amount  of 
time  to  get  the  crude  to  market. 

"It  was  ironic  that  we  stopped 
when  we  did." 

Ironic  indeed.  Texaco  quit  the 
North  Slope  before  the  big  discov- 
eries were  made  there.  Today  Texaco 
is  the  only  major  U.S.  oil  company 
without  an  important  stake  in  Alaska. 

That's  the  way  it  is  with  oil  ex- 
ploration, says  Dick  Palmer:  "It's  not 
enough  to  be  right.  You  have  to  be 
right  at  the  right  time." 

In  the  fairly  near  future,  Texaco 
will  be  paying  a  price  for  having  been 
right  at  the  wrong  time.  Competitors 
who  kept  looking  and  spending  in 
the  tough,  out-of-the-way  places  like 
Alaska  will  be  reaping  benefits  at  a 
time  when  oil  company  profits  will 
certainly  be  under  great  pressure.  Tex- 
aco will  not. 

For  a  long  time  Texaco  was  No. 
One  in  profitability  among  the  inter- 
national oil  companies  listed  in 
Forbes'  Annual  Report  on  American 
Industry.  This  year,  for  the  first  time 


since  anybody  can  remember,  Texaco 
yielded  first  place  to  Exxon.  It  may 
be  a  long  time— if  ever— before  Texaco 
becomes  No.  One  again. 

In  a  way,  Texaco  was  the  victim 
of  its  own  success.  The  story  begins 
in  1936.  Texaco  joined  Standard  Oil 
of  California  in  its  search  for  oil  in 
Saudi  Arabia;  two  years  later  they 
hit  pay  dirt— more  oil  than  both  of 
them  could  handle.  In  1948  they 
brought  in  Exxon  and  Mobil  as  part- 
ners, founding  the  Arabian  American 
Oil  Co.  Texaco  took  only  30%  of 
Aramco,  but  Aramco's  production  was 
so  vast  that  it  provided  a  full  half 
of  all  the  crude  oil  that  Texaco  need- 
ed. Running  this  cheap-to-produce 
Arabian  oil  through  its  efficient  re- 
fining and  marketing  network,  Texaco 
produced  superior  profits.  In  the  late 
Sixties  and  early  Seventies  its  return 
on  equity  exceeded  the  industry  me- 
dians by  12%  to  16%. 

Little  wonder  that  Texaco  manage- 
ment shied  away  from  big  investments 
in  Alaska  and  elsewhere.  Let  others 
take  those  risks.  Texaco  didn't  need 
them.  It  had  Aramco  and  oil  that  cost 
10  cents  per  barrel  to  produce. 

Now  Aramco  has  been  taken  over 
by  Saudi  Arabia.  Oil  prices  and  roy- 
alties and  taxes  have  been  jiggered 
and  juggled,  and  the  end  result  has 
been  to  take  most  of  the  profit  out  of 
Arabian  crude  oil  as  far  as  the  com- 


panies are  concerned.  Says  Texaco 
Chairman  Maurice  (Butch)  Gran- 
ville: "In  the  past  year  we  had  $936 
million  charged  to  earnings  because 
of  increased  participation  royalties 
and  taxes."  Most  of  that  increase  was 
in  the  Arabian  peninsula.  It  was 
equivalent  to  $3.45  per  Texaco  share 
(Texaco  earned  around  $5.50  last 
y^ar  after  a  switch  to  last-in-first-out 
accounting  reduced  earnings  by  61 
cents  a  share).  As  Arabian  oil  lost  its 
profit  edge,  so  did  Texaco  lose  its  prof- 
itability advantage  over  its  rivals.  In 
1974  Exxon  probably  earned  21%  on 
stockholders'    equity;    Texaco    18.7%. 

Fighting  Back 

Partly  as  a  result  of  this  loss  of 
position,  Texaco  underwent  a  major 
management  shakeup  in  1970— rare 
indeed  for  a  big  oil  company.  Augus- 
tus C.  Long,  the  man  who  built  the 
modem  Texaco,  returned  from  retire- 
ment; his  successor,  J.  Howard  Ram- 
bin  Jr.,  went  into  retirement.  Finally, 
on  Dec.  31,  1971  Long  retired  again, 
and  turned  over  his  huge  chief  ex- 
ecutive's office  in  Manhattan's  Chry- 
sler Building  to  tall,  burly  Butch 
Granville,  a  Texas  chemical  engineer 
who  spent  practically  all  his  32  years 
at  Texaco  in  the  operations  side  of 
the  business. 

Since  then  Granville  has  gone  all 
out  to  improve  Texaco's  crude  oil 
situation.  "In  the  past  three  or  four 
years,"  Exploration  Chief  Palmer  says, 
"Texaco  has  had  a  tremendous  ac- 
celeration in  exploration,  especially  in 
the  Eastern  Hemisphere." 

Granville  has  no  problem  with 
money.  Even  after  the  one-shot  ex- 
pense of  the  cost  of  a  shift  to  the 
more  conservative  last-in-first-out  ac- 


So  Near  Yet  So  Far 

The  U.S.  is  sitting  on  staggering  quantities  of  oil. 
But  how  to  get  at  it? 


At  a  time  when  the  U.S.  is  wor- 
ried about  running  out  of  oil,  330  bil- 
lion barrels  are  sitting  in  pools  under 
the  U.S.— double  the  recoverable  re- 
serves of  Saudi  Arabia,  and  enough  to 
run  our  economy  for  50  years.  Alas, 
we  can  get  at  only  about  12%  of  it. 
Most  of  this  oil  is  in  reservoirs  al- 
ready depleted  of  their  easy-to-get  oil. 
In  such  reservoirs,  an  average  of  60% 
of  the  oil  remains.  "Theoretically," 
says  Dr.  Todd  M.  Doscher,  consulting 
engineer  in  the  production  depart- 
ment at  Shell  Oil,  "we  can  get  it  all 
out  with  known  technology."  The 
trouble  is  the  technology  costs  more 


than  the  oil  would  bring,  even  today. 

This  oil  isn't  in  huge  reservoirs 
trapped  in  open  spaces  between  rocks, 
as  the  really  profitable  oil  is,  so  that 
getting  it  out  is  almost  as  simple  as 
sucking  ginger  ale  through  a  straw. 
Those  hard-to-get-at  290  billion  bar- 
rels are  hopelessly  mixed  in  with  all 
kinds  of  rocks,  sand  and  the  like.  Try 
sucking  that  through  a  straw. 

"We  were  much  more  optimistic  in 
the  past  about  recovering  that  oil. 
We  thought  we  had  the  answer," 
Harold  T.  Wright,  manager  of  Ex- 
xon's p:oduction  department  told 
Forbes.  Just  a  few  months  ago  Shell, 


a  pioneer  in  recovering  hard-to-get-at 
oil,  was  predicting  up  to  2  million 
barrels  a  day  by  1985  from  this  cur- 
rently unavailable  oil.  It  has  now 
scaled  down  its  estimate  to  630,000 
barrels  a  day.  The  Federal  Energy 
Administration,  in  its  Project  Inde- 
pendence Blueprint,  uses  1.8  million 
barrels  a  day  by  1985  as  its  "busim  ss 
as  usual"  estimate.  The  assumption 
was  that  tertiary  recovery  methods, 
which  use  exotic  chemicals,  would  do 
the  job.  That  assumption  append 
highly  questionable  today. 

The  rocks  and  sand  mixed  in  with 
this  oil  hold  it  with  strong  capillary 
forces.  Heat  and  water  pressure,  both 
widely  used  today,  can  reduce  these 
forces.  But  no  combination  ol  water 
and  heat  will  break  the  grip  of  these 
forces  on  most  of  the  trapped  oil. 

Altogether,   some   435   billion    bai 
rels  of  oil    have  been    located    in    the 
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counting,  Texaco  netted  around  $1.5 
billion  last  year,  and  it  was  able  to 
pour  that  much  into  the  search  for 
oil— a  full  $1.1  billion  of  this  within 
the  U.S.  This  year  it  will  match  that 
sum  again. 

So  far,  there  have  been  no  new 
North  Slopes  or  North  Seas,  but  there 
have  been  some  promising  strikes.  In 
the  North  Sea,  where  Texaco  is  a 
latecomer,  it  has  reported  a  "signi- 
ficant discovery"  in  an  area  where  it 
is  sole  licensee.  ("Five  years  from 
now,"  predicts  Dick  Palmer,  "there's 
going  to  be  an  entirely  different  line- 
up in  the  North  Sea.")  Texaco  now 
has  a  small  potential  position  in  the 
North  Slope.  It  has  high  hopes  for 
the  Gulf  of  Alaska,  which  it  thinks 
may  rival  the  Gulf  of  Mexico  for  off- 
shore drilling. 

Most  of  this,  of  course,  is  for  the 
future,  but  a  few  are  already  produc- 
ing results.  In  Texaco 's  rich  Louisiana 
fields,  where  production  has  been  de- 
clining at  a  rate  of  10%  and  more  in 
recent  years,  the  company  now  claims 
that  the  rate  of  decline  has  been 
slowed  by  new  finds.  Exploration 
Chief  Palmer  says  that  Texaco— unlike 
the  U.S.  oil  industry  as  a  whole— is 
now  replacing  reserves  in  the  U.S. 
at  least  as  fast  as  it  is  using  them  up; 
it  presently  has  enough  U.S.  reserves 
to  last  for  about  a  decade  at  current 
production  rates  of  813,000  barrels 
per  day. 

"We  have  not,"  says  Granville,  a 
bit  grimly,  "been  spending  all  that 
money  for  the  fun  of  it.  We  are  be- 
ginning to  see  some  results." 

Texaco 's  chemical  operations  are  a 
good  deal  smaller  than  those  of  the 
other  major  oil  companies,  but  they 
are  rapidly  being  beefed  up.  Last  year 


More  oil,  even  from  Canada's  Athabasca  tar  sands,  will  help  Texaco. 


Texaco  allocated  $380  million  for  new 
chemical  plants. 

Besides  catching  up  in  non-Arab, 
non-U. S.  oil  and  in  chemicals,  Texaco 
faces  some  other  problems.  One  is  the 
projected  shutoff  of  Canadian  oil  de- 
liveries to  the  U.S.  One  major  Texaco 
refinery  is  largely  run  on  Canadian 
crude  and  others  partially  dependent; 
lacking  the  immediate  prospect  of 
Alaskan  oil,  Texaco  will  have  no  oil 
of  its  own  to  replace  the  Canadian 
imports. 

Hard  Lines? 

Because  of  its  special  problems,  a 
consensus  of  Wall  Street  opinion  ex- 
pects Texaco  to  show  the  biggest  prof- 
it drop  in  the  first  quarter  among  the 
giant  U.S.  oil  companies.  The  decline 
could  run  to  40%— two  to  four  times 
as  big  as  the  drops  its  rivals  will 
show.  While  embarrassing,  such  a 
decline  from  the  $2.17  Texaco  earned 
in  1974's  first  period  will  hardly  put 
Texaco  on  poverty  row:  The  dividend, 
representing  a  return  of  better  than 
8%  on  the  current  price,  would  remain 


comfortably  covered  and  there  would 
be  cash  enough  to  spare  for  capital 
spending. 

Will  President  Ford's  new  energy 
proposals  help  Texaco?  Not  any  more 
than  its  rivals.  On  April  1,  President 
Ford  plans  to  remove  price  controls 
from  old  oil,  generally  oil  produced 
from  wells  discovered  before  1972. 
About  67%  of  Texaco's  production  is 
old  oil;  the  industry  average  is  65%. 
Overall  the  price  of  oil  will  rise,  but 
a  counterbalancing  "windfall"  tax 
measure  is  expected  to  keep  the  re- 
sulting profit  gains  to  a  minimum. 

And  for  the  longer  term?  Butch 
Granville  unrolls  a  pair  of  charts  his 
company  prepared  for  him.  "I  want  to 
show  you  something,"  Granville  says 
to  a  Forbes  reporter,  and  he  shows 
him  graphs  pointing  up  Texaco's 
highly  profitable  past.  Says  Granville: 
"You  don't  handicap  a  horse  by  the 
races  he's  lost.  You  handicap  him  by 
the  races  he's  won."  His  point  is  that 
Texaco  has  won  some  tough  ones. 

It  will  win  some  more,  he  says— "If 
I'm  worth  my  salt  as  a  manager."  ■ 


U.S.;  but  only  about  one-third  of 
this  can  be  gotten  out  of  the  ground 
economically.  Of  the  oil  that  could 
be  gotten  out,  less  than  30%  remains. 
In  other  words,  the  U.S.  is  running 
out  not  of  oil  reserves  but  of  economi- 
cally viable  reserves.  A  bit  of  the  rest 
may  be  gotten  by  injecting  steam  or 
water  into  the  wells  under  pressure. 
But  most  of  it  awaits  new  technology. 

Chemicals  are  the  great  hope  of 
the  FEA  and  others  looking  for  more 
recovery.  The  problem  is  that  the 
chemical  process  costs  more  than  the 
value  of.  the  oil  it  recovers. 

"We've  done  the  easy  stuff  al- 
ready," says  Shell's  Doscher.  The 
easiest,  of  course,  is  primary  recovery: 
Natural  pressure  forces  the  oil  out. 
Primary  recovery  gets  out  25%  to  45% 
of  the  oil,  depending  on  conditions. 

The  next  step  is  secondary  recov- 
ery. This  usually  uses  waterflood  or 


steam  to  raise  pressure  and  get  more 
oil  flowing.  The  oil  industry  has  used 
these  recovery  techniques  for  20  years 
or  more;  in  fact.  40%  of  the  oil  pro- 
duced today  is  the  result  of  water- 
flood  or  steam  injection.  But  even 
this  is  expensive.  Shell's  Doscher, 
whose  company  invented  the  steam 
injection  process,  notes  that  it  con- 
sumes from  25%  to  75%  of  a  barrel 
of  fuel  for  each  barrel  of  oil  sold. 

Chemical  Key 

True  tertiary  recovery— the  key  to 
nearly  300  billion  barrels— depends  on 
chemicals,  principally  sulfonates,  a 
kind  of  detergent.  There  are  enormous 
problems  of  temperatures,  pressures, 
salt  in  the  wells— and  every  reservoir 
has  its  peculiar  problems.  But  cost  is 
the  ultimate  stumbling  block.  Even  if 
oil  prices  rise,  the  necessary  chemicals 
are  themselves  derived  from  oil,  and 


so  their  price,  like  the  steam  in  sec- 
ondary recovery,  will  follow  the  price 
of  oil  up. 

One  company,  Marathon,  has  a  pi- 
lot chemical  application  in  Illinois. 
It  might  yet  be  successful  because  of 
uniquely  favorable  reservoir  condi- 
tions of  temperature,  sand  and  salinity. 
At  least  it  seems  to  work,  and 
Doscher,  for  one,  is  encouraged. 

But  the  Marathon  system  would 
be  economical  only  under  ideal  con- 
ditions. The  best  hope,  therefore,  for 
tertiary  recovery  would  seem  to  be 
about  500,000  barrels  a  day,  and  that 
not  before  1985.  The  rest  of  that 
buried  oil  must  wait  for  the  day— if 
ever— when  a  whole  new  technology 
comes  along.  Until  then,  one  can  only 
think  sadly  of  all  that  oil  under  the 
U.S.,  while  the  Organization  of  Pe- 
troleum Exporting  Countries  makes 
us  pay  through  the  nose  for  imports.  ■ 
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The  Federal  Reserve: 
Doctor  To  Sick  Companies? 


It's  a  new  role  for  the  Fed — almost 
without  precedent  and  involving 
the  most  delicate  discretion.  ^ 
But  the  Fed  has  little 
choice  except  to  play  it. 


The  Federal  Reserve  Board,  which 
is  charged  with  keeping  the  banks 
sound  and  controlling  the  nation's 
money  supply,  has  actually  been  en- 
couraging banks  to  extend  billions  of 
dollars  in  shaky  loans.  While  trying 
to  restrict  credit  to  the  economy  last 
year,  the  Fed  was  pushing  money  in- 
to some  of  its  least  healthy  segments. 

Credit  allocation  is  a  dirty  term 
to  bankers.  It  implies  politicians  med- 
dling in  their  business.  The  Fed  gen- 
erally backs  the  bankers.  Yet  for  much 
of  last  year  the  Fed  wanted  to  make 
sure  tight  money  didn't  hit  certain  in- 
dustries too  hard. 

Officially,  the  Fed  told  bankers  to 
put  the  brakes  on  their  lending.  A 
letter  sent  out  in  September  warned 
against  loans  for  nonproductive  pur- 
poses like  commodity  speculation  and 
corporate  takeovers.  But  behind  the 
scenes— and  not  being  written  down- 
something  different  was  happening. 

"The  real  story,"  says  Andrew  Brim- 
mer, who  left  the  Board  in  August 
to  return  to  his  teaching  post  at  Har- 
vard, "is  that  the  ved  gave  commer- 
cial bankers  instructions  not  to  per- 
mit real  estate  investment  trusts  and 
public  utilities  to  fail,  and  to  be  sen- 
sitive to  the  credit  needs  of  airlines 
and  certain  retailers." 

That  helps  to  explain  why  money- 
losing  W.T.  Grant  was  able  to  borrow 
$600  million  from  a  consortium  of 
the  nation's  largest  banks  at  5%  inter- 
est, with  little  more  than  its  accounts 
receivable  as  security. 

The  Fed's  selective  go-easy  ap- 
proach isn't  at  all  inconsistent  with 
its  more  fundamental  goal  of  fighting 
inflation.  But  the  nation's  central  bank 
has  another  responsibility,  and  that 
is  to  see  to  it  that  its  tough  monetary 
policies  do  not  cause  large  parts  of 
the  economy  to  collapse  the  way  the 
housing  market  has  already  crum- 
bled. Even  in  the  Fed  s  lexicon,  panic 
is  more  of  a  no-no  than  inflation. 

While  the  Fed  denies  that  it  was 
directly  involved  in  any  individual 
bank  lending  decisions,  the  numbers 
show  the  results  of  its  broad  policy 
directives.  Last  year,  specifically: 


•  Bank  lending  to  real  estate  in- 
vestment trusts  soared  from  $6.5  bil- 
lion to  $11.4  billion.  This  at  a  time 
when  many  REITs  were  close  to 
bankruptcy  and  few  of  them  were 
in  any  sense  sound  credit  risks. 

•  Loans  to  public  utilities  jumped 
from  $5.9  billion  to  $8.4  billion  dur- 
ing 1974.  This  when  many  utilities 
were  frozen  out  of  the  long-term  capi- 
tal market  by  high  interest  rates  and 
their  well-publicized  problems. 

•  W.T.  Grant,  unable  to  replace  its 
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maturing  commercial  paper  and 
faced  with  horrendous  losses,  re- 
ceived a  $600-million  loan  from  a 
group  of  banks  headed  by  Morgan 
Guaranty.  (Were  the  banks  keeping 
Grant  alive?  The  Washington  Post 
asked.  "If  you  look  at  the  numbers, 
you  could  come  to  that  conclusion," 
agreed  Grant's  new  financial  vice  pres- 
ident, John  Sundman.) 

To  be  sure,  bank  lending  as  a 
whole  increased  greatly  last  year, 
about  18%.  But  note  that  loans  to 
REITs  and  utilities  increased  more 
than  twice  as  fast  as  overall  bank 
lending:  The  weakest  industries  were 
getting  the  most  bank  credit  be- 
cause the  Fed  said  they  should. 

The  Fed  has  tremendous  leverage 
over  the  nation's  bankers.  First,  as 
the  nation's  central  bank,  the  Fed  is 
the  lender  of  last  resort. 

On  a  day-to-day  basis  its  discount 
window  is  a  safety  valve  for  the 
big  banks:  If  a  banker  needs  extra 
reserves  during  a  temporary  squeeze, 
the  Fed  lets  him  borrow— provided  he 
doesn't  take  advantage  of  the  rela- 
tively cheap  money.  If  a  bank  bor- 
rows too  often,  the  Fed  has  a  range  of 
options  that  include  keeping  examin- 
ers at  the  bank  permanently  until  the 
need  for  excess  borrowings  is  elimi- 
nated. "That,"  says  one  Manhattan 
banker,  "is  enough  to  scare  the  hell 
out  of  most  of  us." 

If  that  weren't  enough  to  give  the 
Fed  clout  over  the  nation's  bankers, 
the  seven-member  Board  also  must 
approve  all  holding  company  appli- 
cations. Congress  assigned  this  task  in 
1970,  and  since  then— now  that  nearly 
all  major  banks  are  set  up  as  holding 
company  divisions— it  has  taken  much 
of  the  Board's  time.  "There  is  when 
they    really    have     the    mnsele,"    sa\s 
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Paul  Hanna,  executive  vice  president 
of  Manufacturers  Hanover  Corp.  "Any 
good-sized  bank  has  some  kind  of  re- 
quest pending  all  the  time,  and  each 
one  gives  them  an  opportunity  to  do 
a  written  review  of  the  financial  con- 
dition of  the  bank." 

The  only  area  where  the  Fed  con- 
cedes to  using  its  influence  over  bank- 
ers to  affect  their  lending  decisions 
involves  the  REITs.  "If  one  big  REIT 
went  down,  others  would  have  gone 
too,"  a  regional  Fed  official  says,  de- 
fending the  policy.  "There  would 
have  been  a  domino  effect  that  would 
have  pulled  along  hundreds  of  small 
contractors  and  suppliers.  There 
would  have  been  shock  waves  all 
across  the  economy." 

In  1973  the  REITs  had  gone  to 
the  commercial  paper  market  for  $4 
billion.  But  there  was  no  way  to  refi- 
nance this  paper  last  year.  The  real 
estate  industry  was  too  obviously  in 
trouble,  the  REITs  too  thinly  capital- 
ized and  the  market  too  jumpy.  "We 
were  interested,"  says  the  Fed  official, 
"in  seeing  that  the  REIT  borrowing 
shifted  smoothly  from  commercial  pa- 
per to  the  banking  system." 

But  why  should  the  banks  take  pa- 
per that  other  lenders  didn't  want? 
"In  many  cases,"  concedes  the  Fed 
man  blandly,  "there  was  resistance  on 
the  part  of  the  banks."  And  how  did 
the  Fed  break  down  the  resistance? 
"Oh,"  says  the  Fed  man,  "out  of  120 
banks  in  a  $500-million  line,  maybe 
two  or  three  wouldn't  want  to  go 
along.  So,  there  would  be  a  telephone 
call  from  our  top  man  to  their  top 
man  just  to  make  sure  he  understood." 

In  a  similar  vein  last  summer, 
Chairman  Arthur  Burns  wrote  an  in-  • 
teresting  letter  to  the  presidents  of 
four  Midwestern  reserve  banks.  Burns 
had  recently  received  a  delegation  of 
frightened  feedlot  operators.  The 
feedlot  men  were  afraid  they  wouldn't 
be  able  to  get  the  money  they  needed 
to  stay  in  business,  considering  the 
tightness  of  money  and  the  shakiness 
of  their  own  operations. 

After  mentioning  this  delegation, 
Bums  wrote:  "It  is  .  .  .  possible  that 
some  country  banks  may  be  reluctant 
to  make  adequate  funds  available 
locally  because  of  the  very  high  re- 
turns that  can  be  obtained  by  them 
on  money  market  instruments,  includ- 
ing loans  to  city  banks  in  the  federal 
funds  market."  This  was  a  clear  signal 
to  the  local  lenders  to  take  care  of 
feedlot  op'erators  even  if  it  meant 
sacrificing  some  yield  quality. 

The  banks  got  Bums'  point.  James 
Morrison,  senior  vice  president  of  the 
Chicago  Fed,  says,  "I  talked  to  a  num- 
ber of  banks  about  this,  and  they  said 
they  wouldn't  foreclose  their  feeder 
loans."  Morrison  stresses  that  he  didn't 


order  the  banks  to  do  anything.  But 
when  a  local  banker  gets  a  telephone 
call  from  an  agency  that  approves  his 
acquisitions  and  can  keep  him  solvent 
in  an  emergency,  he  gets  the  point 
without  specific  commands. 

The  last  time  the  Fed  behaved 
in  a  similar  fashion  was  during  the 
money  crunch  of  1970,  when  the  Penn 
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Commercial  and  industrial  loans  by 

major  U.S.  banks  (see  chart  opposite) 
have  soared  since  1973,  but  not  near- 
ly so  sharply  as  loans  to  weak  indus- 
tries like  utilities  and  the  REITs. 
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Central  went  broke  and  almost  de- 
stroyed the  commercial  paper  mar- 
ket. But  in  this  case,  there  was  no 
channeling  of  funds  to  particular 
areas.  The  Fed  simply  informed  the 
banks  that  they  could  borrow  as  much 
from  it  as  they  wished;  it  also  lifted 
the  interest  ceiling  on  certificates  of 
deposit.  That  summer  the  banks  ab- 
sorbed  nearly   $6   billion   in   nervous 


money  that  was  moving  out  of  com- 
mercial paper. 

But  there  was  a  difference  between 
1970  and  1974-75.  The  companies 
that  were  helped  in  1970  were  not 
unsound  (the  Penn  Central,  which 
was  unsound,  was  allowed  to  go  un- 
der). Companies  like  Chrysler  Finan- 
cial and  Commercial  Credit  needed 
help  then  simply  because  the  com- 
mercial paper  market,  where  they  nor- 
mally obtained  much  of  their  money, 
had  almost  evaporated.  The  compa- 
nies that  trooped  to  the  banks  were 
sound  and  good  risks. 

But  this  time  there  is  reason  to 
believe  that  the  Fed's  policies  are 
propping  up  some  companies  that  are 
insolvent  by  ordinary  standards.  Cer- 
tainly, W.T.  Grant  is  one.  Last  year's 
losses  wiped  out  half  its  equity  cap- 
ital—and future  write-offs  will  almost 
surely  erase  the  rest.  Many  of  the 
remaining  assets  are  doubtful  ones, 
and  the  company  has  liabilities  worth 
hundreds  of  millions  of  dollars  on 
store  leases  that  do  not  even  appear 
on  the  balance  sheet. 

Pan  Am  may  well  be  a  national 
asset.  But  that  doesn't  much  help  its 
balance  sheet,  which  is  a  shambles. 
As  for  the  REITs,  even  the  Fed  itself 
may  not  be  aware  how  bad  many  of 
their  investments  are.  (For  some  of 
the  horrifying  details  on  REITs,  see 
the  following  article. ) 

The  Distinction 

The  critical  distinction,  the  Fed's 
argument  runs,  is  between  providing 
liquidity— which  the  Fed  clearly  did 
in  the  aftermath  of  Penn  Central  and 
argues  it  is  now  doing  for  the  REITs 
—and  making  basic  credit  decisions. 
"They're  really  two  separate  ques- 
tions," says  former  Fed  Governor 
Sherman  Maisel,  now  teaching  at 
Berkeley.  "Take  the  case  of  Grant. 
The  banks  need  to  decide  first  if 
they'll  get  their  money  back  at  all 
after  four  or  five  years.  Even  if  they 
think  the  credit  risk  is  good,  they  still 
might  not  want  to  lend,  because  they 
feel  they  have  better  opportunities 
elsewhere.  But  if  thi  Fed  wants  to  pro- 
vide liquidity,  it  can  make  a  deal  with 
the  bank  to  make  the  funds  available 
through  the  discount  window— so  the 
bank  doesn't  lose  its  better  options." 

Is  the  Fed  pulling  some  chestnuts 
out  of  the  fire  that  would  be  better 
left  to  roast? 

Some  members  of  Congress  think 
so.  They  view  the  Fed's  informal 
nudging  of  bankers  as  pure  credit  al- 
location. "We  certainly  weren't  told 
about  what  the  Fed  did  for  the 
REITs,"  complains  Representative 
Henry  Reuss  (Dem.,  Wis.).  "As  a  re- 
sult of  their  decisions,  the  sands  of 
Florida  are  now  full  of  high-priced, 
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schlocky  condominiums  buiit  to  be 
1  homes.  This  took  credit  that 
could  have  been  used  to  meet  some  of 
the  nation's  demand  for  low-income 
housing."  Reuss  certainly  has  a  point: 
The  Fed  did  not  intervene  when  the 
housing  industry  collapsed;  yet  it 
stepped  in  boldly  when  the  specula- 
tive REITs  were  in  trouble. 

Representative  Fortney  Stark, 
(Dem.,  Calif.),  a  banker  before  he 
u  as  a  politician,  was  president  of 
Oakland's  $100-million  Security  Na- 
tional Bank  prior  to  being  elected  to 
Congress  in  1972.  He  is  now  demand- 
ing an  investigation  into  the  Federal 
Reserve's  role  in  shoring  up  weak 
companies.  "What  we're  seeing,"  he 
says,  "is  a  very  powerful  federal  agen- 
cy telling  bankers  to  go  easy  on  certain 
corporations.  Yet  nobody  tells  anyone 
to  do  the  same  thing  for  auto  work- 
ers who  are  out  of  jobs  and  can't 
make  their  loan  payments." 

Perhaps  there  is  a  certain  dema- 
goguery  in  this  statement,  but  Stark 
raises  a  very  real  issue.  It  is  this:  If 
there  is  to  be  credit  allocation,  should 
the  bankers  decide  the  priorities?  Or 
should  Congress— and  through  it  the 
voters— have  a  say?  In  fact,  proposals 
have  been  made  in  Congress  for  legis- 
lation setting  priorities.  These  would 
involve  setting  differential  reserve  re- 
quirements on  various  types  of  lend- 
ing; those  that  Congress  favored 
would  require  lower  reserves;  those 
it  considered  low-priority  would  have 
higher  requirements.  Andrew  Brim- 
mer has  frequently  spoken  in  favor  of 
such  legislation.  Among  the  powerful 
members  of  Congress  who  favor  it  are 
Senator  William  Proxmire  (Dem., 
Wis.),  chairman  of  the  Senate's  bank- 
ing committee,  and  Representative 
Reuss,  who  introduced  such  a  mea- 
sure last  year. 

In  the  Fed's  defense,  however,  it  is 
fair  to  ask  whether  the  mechanism 
of  banking  is  something  that  the  vot- 
ers and  politicians  could  properly 
judge.  Two  percent  home  mortgages 
would  certainly  be  politically  popular, 
but  the  resulting  homes  might  not 
have  any  electricity  because  all  the 
available  capital  would  have  been 
drawn  into  housing. 

In  the  end,  then,  it  is  hard  to 
knock  the  Federal  Reserve  for  playing 
a  role  that  no  other  institution  in  our 
society  was  prepared  to  play.  Paul 
Nadler,  professor  of  finance  at  Rutgers 
University,  sees  the  Fed  as  caught  in 
a  dilemma.  "They  are  in  a  horrible 
juggling  position,"  he  says.  "They 
want  to  fight  inflation  and  yet  they 
know  they  can't  let  these  big  institu- 
tions go  under." 

Even  Andrew  Brimmer  does  not 
condemn  what  the  Fed  is  doing- 
even  though  he  favors  formal  rath 
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A  big  problem  for  bankers  is  the  weak 
balance  sheets  of  their  corporate  cus- 
tomers, a  legacy  of  the  go-go  1960s. 

than  informal  allocation.  "I  would  not 
like  to  see  the  Fed  get  down  to  pick- 
ing and  choosing  among  individual 
companies,"  he  says,  "but  it's  quite 
appropriate  for  them  to  focus  on 
large  categories  of  borrowers  that  are 
in  a  liquidity  bind.  If  you're  a  lender 
of  last  resort,  you've  got  to  make 
judgments  about  the  consequences  of 
what  you  are  doing." 

It  would  be  easy  enough  to  make 
a  case  that  W.T.  Grant,  badly  mis- 
managed, should  be  allowed  to  go 
broke.  The  head  of  a  major  Eastern 
bank  explains,  however,  why  the  Fed 
chose  to  salvage  Grant.  "If  somebody 
as  big  as  Grant  goes,"  he  says,  "im- 
mediately everybody  starts  saying 
that  Woolworth  will  be  next.  Then 
it's  Zayre.  It  gets  increasingly  diffi- 
cult for  these  companies  to  finance 
themselves.  People  selling  them  goods 
start  insisting  on  cash  on  delivery. 
Then  you  have  front-page  stories 
about  who  the  threatened  companies' 
bankers  are.  The  whole  thing  could 
be  pretty  scary.  The  Fed  is  acting 
with  great  discretion." 

To  paraphrase  a  great  Frenchman, 
the  credit  system  is  like  a  very  tight 
drum;  strike  it  in  one  place  and  it 
reverberates  throughout.  The  Federal 
Reserve  is  not  really  being  tender- 
hearted with  businesses  that  have  got- 
ten themselves  in  trouble.  It  simply 
does  not  want  to  punish  the  whole 
economy  for  the  sins  of  individuals. 


At  the  same  time,  however,  it  is  a 
worrisome  situation.  In  1970  the  Penn 
Central  could  be  allowed  to  go  un- 
der; its  counterparts  today  cannot. 
It's  a  sign  that  the  overall  credit  sit- 
uation has  deteriorated  in  the  past 
five  years. 

In  many  of  their  loans  (the  REITs 
are  a  prime  example,  Grant  is  an- 
other), the  banks  have  acted  not  so 
much  out  of  mercy  for  the  victim 
but  because  they  couldn't  afford  to 
let  the  victims  die— they  already  owed 
the  banks  too  much  money.  A  top  ex- 
ecutive of  one  important  bank  puts  it 
blundy:  "The  banks  responded  to 
save  their  own  hides." 

Since  1965  bank  loan  losses  have 
increased  tenfold.  This  hasn't  kept 
bank  earnings  from  soaring  to  record 
levels— thanks  to  high  interest  rates. 
But  the  figures  are  rather  scary:  In 
1972  aggregate  loan  losses  were  $800 
million;  last  year,  around  $2  billion. 

Even  those  figures  don't  tell  the 
whole  story.  They  only  tell  of  losses 
actually  recorded.  According  to  a  sur- 
vey by  the  Federal  Reserve  Bank  of 
Boston,  the  level  of  loans  criticized 
by  bank  examiners  increased  sub- 
stantially between  1966-72. 

Sure,  the  banks  have  big  reserves 
set  up  for  loan  losses— about  $8.5 
billion  currently.  But  would  even  this 
amount  be  adequate  if  there  were 
massive  collapses  among  the  REITs? 
It  was  a  large  number  of  bad  real  es- 
tate loans  that  helped  sink  the  Secur- 
ity National  Bank  of  Long  Island. 

It's  not  likely  that  the  U.S.  banking 
system  would  collapse  under  the 
losses;  it's  too  strong  for  that.  But  as 
the  weak  loans  are  squeezed  out  over 
the  next  few  years,  they  will  exert  a 
continuing  downward  pressure  on 
bank  earnings. 

The  Men  Who  Said  "Yes" 

How  did  the  banks  get  in  this  mess? 
That's  easy.  They  got  trapped  into 
playing  the  same  go-go  game  that  ul- 
timately destroyed  much  of  Wall 
Street.  No  longer  was  the  banker  the 
mean,  tight-lipped  old  man  who  loved 
saying  "no"  to  lenders.  He  became  in- 
stead the  sharp,  striped-tie  young 
man  who  loved  to  say  "yes." 

This  go-go  type  banker  was  wild 
for  lines  ol  credit  and  lor  standby 
letters  ol  credit  lor  commercial  paper, 

where   a    hank   could   earn    lai    Fees 

without  actually  putting  up  a  dime; 
all  it  had  to  do  was  agree  to  lend 
money  if  it  was  needed,  [magma  the 
shock  of  the  hanks  when  lai   loo  main 

of  these  letters  of  credit    wen   pre 
sented  for  pa)  Dient 

The   hanks    got    trapped    In    ^    I 
Grant  because  they  had  given  it  lai 
lines  ol  credit  Once  the)  had  to  hon- 
or the  lilies  ol  credit,  the  hanks  li.id  to 
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lend  Grant  even  more  money  to  pro- 
tect the  first  loans.  In  the  old  pattern, 
the  banks  were  no  longer  Grant's  cred- 
itors; they  were  its  partners. 

In  their  hurry  to  say  "yes>"  the 
bankers  really  walked  into  a  trap  in 
the  real  estate  field.  Julien  Studley,  re- 
spected New  York  real  estate  broker, 
explains  it  as  well  as  anyone:  "The 
banks  had  all  these  bright,  young  ag- 
gressive MBAs.  But  they  knew  noth- 
ing of  real  estate.  Well,  they  discov- 
ered that  real  estate  loans  carried  high 
interest  rates.  They  forgot  why. 

"They  also  forgot  the  fact  that  if 
you  offer  a  builder  money,  he  will 
probably  build  whether  there  is  any 
justification  for  it  or  not."  Result: 
over  $11  billion  in  REIT  loans,  many 
of  them  hopeless,  and  a  large  num- 
ber of  bank-launched  REITs. 

While  all  this  was  happening, 
where  were  the  bank  regulators? 

U.S.  bank  regulation  is  a  mishmash 
of  state  and  (divided)  federal  reg- 
ulators. There  is  no  love  lost,  for 
example,  between  the  Comptroller  of 
the  Currency's  office  and  the  Federal 
Reserve  Board  in  Washington.  While 
the  Comptroller  could  and  did  cir- 
cumvent Fed  attempts  at  hard-nosed 
regulation,  it  doesn't  appear  that  the 
Fed  tried  very  hard  until  recently. 

In  1971  the  Fed  was  applauding 
bank  efforts  to  loan  out  money  quick- 
ly. Only  recently  did  the  Fed  apply  a 
brake  to  the  breakneck  expansion  of 
bank  holding  companies.  And  last 
year  the  Fed  encouraged  further  bank 
loans  to  real  estate  investment  trusts 
without  realizing  what  a  bushel  of  rot- 
ten apples  they  were. 

So  the  banks  are  partly  to  blame 
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means.  Another  Fed  rescue  job? 


for  the  situation  and  the  regulators 
themselves  are  partly  to  blame.  But 
the  problem  basically  is  bigger  than 
either.  The  simple  fact  is  that  the  fi- 
nancial condition  of  American  indus- 
try degenerated  sharply  between 
1965  and  1970  {see  chart,  p.  20) 
and   hasn't   recovered    since,    despite 


record  (paper)  profits  in  1973-74. 
Earnings  coverage  of  corporate  debt, 
once  at  13  times  interest  charges  dur- 
ing the  Sixties,  is  now  down  to  3. 

The  Fed  and  the  banks  can  tide  a 
company  over  a  money  crunch,  but 
they  can't  cure  a  sick  balance  sheet— 
and  corporate  loans  are  no  better 
than  underlying  balance  sheets. 

Adding  to  the  problem  is  the  fact 
that  more  companies  are  becoming 
more  dependent  on  banks  for  capital. 
Says  Henry  Kaufman,  respected  econo- 
mist for  Salomon  Bros.,  "Today  there 
are  more  bank  borrowers  who  are  un- 
able to  get  out  of  the  banking  system 
and  finance  in  the  open  market  than 
in  previous  comparable  periods." 

While  the  Federal  Reserve  can  be 
criticized  for  many  things,  the  fact 
remains  that  it  has  been  the  only  agen- 
cy that  has  made  a  serious  effort  in 
the  past  eight  years  to  curb  inflation. 
In  theory,  Congress  and  the  Adminis- 
tration should  have  done  more,  but 
the  choices  were  too  unpalatable  po- 
litically. In  the  end,  the  Fed  not  only 
had  to  fight  inflation  almost  alone,  it 
had  also  to  see  to  it  that  the  inflation- 
fighting  didn't  cause  too  many  inno- 
cent casualties.  Thus  it  was  that  the 
Fed  became  doctor  to  sick  companies. 

The  Federal  Reserve  has  tried  to 
stave  off  disaster,  but  it  is  neither 
equipped  nor  designed  to  do  the 
whole  job.  New  York  Federal  Reserve 
Bank  President  Alfred  Hayes  recent- 
ly urged  serious  consideration  of  a 
public  agency  to  lend  money  to  cred- 
it-strained businesses. 

Maybe  the  Fed  will  pull  the  bank- 
ing system  through  the  present  cri- 
sis. But  next  time?  ■ 


The  Bank  Of  England:  Arbiter  Of  Life  And  Death 


The  Bank  of  England  launched  a 
massive  "lifeboat  committee"  in  De- 
cember 1973  to  save  smaller  banks 
and  finance  houses  endangered  by  the 
collapse  of  the  British  real  estate  mar- 
ket. Americans  can  only  hope  that 
their  own  Federal  Reserve,  in  its  ef- 
forts to  £ave  shaky  institutions,  doesn't 
end  up  as  deeply  involved  as  the 
Bank  of  England. 

At  the  urging  of  the  central  bank— 
The  Old  Lady  of  Threadneedle  Street 
—Britain's  six  biggest  and  soundest 
banks  together  made  massive  loans 
to  the  so-called  "secondary"  banks 
that  were  'stuffed  full  of  loans  on  real 
estate.  A  panic  was  forestalled,  but 
at  quite  a  cost;  after  over  a  year  and 
loans  of  $2.3  billion,  the  effort  still 
continues.  Another  $1  billion  may  still 
be  needed,  and  the  Bank  of  England 
is  reported  ready  to  see  that  it  is  put 


up.  Meanwhile,  the  basic  problem  re- 
mains: Unless  British  real  estate  re- 
covers, the  big  banks  have  scarce  re- 
sources tied  up  in  a  lot  of  potential 
loss-carrying  paper.  The  day  of  reck- 
oning may  only  have  been  postponed. 
Meanwhile,  new  pressures  have 
built  up  on  the  British  banking  sys- 
tem. Inflation,  running  at  close  to  20%, 
has  put  intolerable  strains  on  the 
working  capital  of  British  industry. 
So  a  government-backed  scheme 
called  Finance  For  Industry  is  asking 
the  big  banks  for  another  $2.5  billion 
to  be  lent  to  British  companies.  But 
this  is  no  mission  of  mercy:  The  mon- 
ey will  bear  16%  interest.  British 
Leyland  Motors  Corp.,  now  undergo- 
ing a  government  overhauling,  also 
needs  money:  $240  million  a  year  for 
new  investment.  And  the  Bank  of  En- 
gland itself  has  come  to  the  rescue  of 


Burmah  Oil,  in  debt  to  the  tune  of 
$650  million  to  foreigners  (including 
Chase  Manhattan).  But  again,  the 
Burmah  rescue  is  no  act  of  charity:  Its 
collateral  includes  Burmah's  22%  in- 
terest in  British  Petroleum. 

Nor  has  the  Bank  of  England  been 
willing  to  save  everybody.  Aston- 
Martin,  the  famed  sports  car  manu- 
facturer, was  allowed  to  sink.  So  was 
the  Court  Line,  a  huge  tour  operator. 
There  will  be  others.  Already  the 
Bank  of  England  is  having  to  decide 
who  will  be  permitted  to  live  and 
who  allowed  to  die. 

At  the  moment,  therefore,  the  dike 
is  holding.  A  collapse  of  confidence 
was  averted  a  year  ago.  But  to  say 
that  confidence  has  returned  would  be 
most  inaccurate.  The  British  financial 
world  today  is  still  filled  with  an 
anxious  foreboding. 
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EXECUTIVE  SEMINARS  IN  SOUND  is  a  unique  learning  adventure  which  will  enable  you  to  exj 
in  real  life  dramatizations,  these  essential  guides  to  business  and  management  success: 

HOW  TO  GET  YOUR  IDEAS  ACROSS  .  .  .  explores  the  art  of  communication— talking, 
ing,  listening.  How  skillful  are  you  as  a  communicator,  compared  to  the  businessmen  you'll 
in  this  cassette? 

MAKE  THE  MOST  OF  YOUR  TIME  .  .  .  will  help  you   capture   wasted  hours,   turn  them 
productive  effort  so  you  can  truly  CONTROL  your  time. 

YOUR  ROLE  AS  DECISION-MAKER  .  .  .  reveals  techniques  that  master  managers  use  to 
uate  facts  and  minimize  risks  in  decision  making. 

GUIDE  TO  BETTER  PEOPLE  MANAGEMENT  .    .    .    dramatizes  a  wide  variety  of  "people 
lems"   and   how    they    are    solved  .    .    .  everything   from    spotting   leaders    to    settling    inter- 
conflicts. 

MASTERING  THE  ART  OF  DELEGATING  .  .  .  demonstrates  how  to  hand  over  responsi 
to  others  so  you  can  free  yourself  for  the  real  job  of  managing. 

ORGANIZING  YOUR  PLANS  AND  PLANNING  YOUR  ORGANIZATION  .  .  .  learn  the  m 
techniques  tor  coping  with  constant  changes  in  your  business  resulting  from  growth,  con* 
tion,  economics  and  government. 

THE  STRATEGIES  OF  MOVING  AHEAD  .  .  .  understand  your  situation  today  and  know 
to  set  realistic  goals  for  the  future  through  these  re-creations  of  revealing  case  histories. 

HOW  TO  LIVE  WITH  YOUR  OWN  SUCCESS  ...  the  personal  psychology  of  how  to  over 
fears,  blind  spots  and  57  varieties  of  hang-ups  that  can  rob  you  of  the  joy  of  achievement. 

A  PROVEN  METHOD  TO    LISTEN'  YOUR  WAY  TO  NEW  EXECUTIVE  POWER 


i 


A  Complete  8- Part  Course 
in  Executive  Self  Development 


On  cassettes  in  handsome  binder  with  study  guide 
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OF  BUSINESS  ENTERPRISE 


ROUGH  THESE  DRAMATIC  SOUND  PRESENTATIONS  YOU  USE  YOUR  IMAGINATION  AND  MEMORY 
"SOAK  UP"  HUNDREDS  OF  GUIDELINES  TO  BUSINESS  SUCCESS  ...  TO  MASTER  YOUR  ROLE 
MANAGER  ...  TO   INSPIRE   NEW  CONFIDENCE  IN  OTHERS  ...  TO  MOTIVATE  THOSE  WHO 

)RK  FOR  YOU  .  .  .  AND  TO  ENJOY  YOUR  OWN  SUCCESS. 

ID   THESE   DRAMATIC    SOUND    PRESENTATIONS  CAN   BE  ABSORBED  AT  YOUR  OWN   PACE   IN 
UR  SPARE  TIME! 


ALISTIC   DRAMATIZATIONS   PUT  YOU   IN 

lember  the  days  of  radio  drama  .  .  .  where  the  vivid 
of  actors  and  sound  effects  enlisted  the  powerful  aid 
/our  imagination?  You  could  close  your  eyes  and 
i"  what  was  happening  and  it  became  indelibly  etched 
our  memory.  Executive  Seminars  in  Sound  works  on 
:tly  the  same  principle. 

A  Series  Of  Lectures  .  .  .  The  situations  and  people 
will  meet  are  as  real  as  those  you  encounter  every 
in  business.  You'll  "sit  in"  on  actual  problems  as  they 
ild,  listen  to  how  they're  mishandled,  and  then,  through 
advantage  of  "stop  motion,"  a  narrator  will  interrupt 


THE   PICTURE  .  .  . 

the  action  to  point  out  errors,  to  explain  what  went  wrong 
and  to  show  what  should  have  been  done. 


The  Overwhelming  Advantage  Of  Convenience  .  .  .  Cas- 
settes are  used  on  the  standard  cassette  player  that  can 
be  activated  anywhere  at  any  time.  At  home  during  your 
leisure  hours.  Beside  you  as  you  commute  to  work.  While 
shaving  .  .  .  building  in  your  workshop  .  .  .  traveling  on 
a  train  or  plane.  Furthermore,  they  can  be  shared  by 
others  in  your  organization  .  .  .  even  used  for  group 
training  sessions. 


cutive  Seminars  in  Sound  puts  you  into  actual 
:e,  plant,  sales  and  commercial  situations  .  .  . 
i  a  dramatic  force  that  will  automatically  im- 
re  your  managerial  performance  in  similar 
umstances. 

complete  8-part  course  at  only  $85  includes: 

handsdme  HVi"  x  HV2"  vinyl  cassette  binder, 
a  built-in  pocket  for  each  cassette. 

te  complete  set  of  eight  cassettes,  each  one  offer- 
45  to  50  minutes  of  playing  time.  You  just  pop 
the  one  you  want  to  hear,  insert  it  in  your 
ette  player  and  listen,  anytime,  anywhere. 

Study  Guide  providing  a  written  synopsis  for 
1  cassette,  ideal  for  your  personal  review,  as  a 
inder  of  sections  you'll  want  to  go  back  to  and 
n  to  again,  or  for  formatting  group  training  ses- 
s  in  your  own  company. 

ey  back  guarantee  if  not  completely  satisfied. 

ion's  Business  Executive  Seminars  Division 

5  H  Street,  N.W,  Washington,  D.C.  20062 


F-2-75 


NATION'S  BUSINESS 

Executive  Seminars  Division 
1615  H  Street,  N.W. 
Washington,  D.C.  20062 


YES,   I  accept  your  15-day  Audition   Offer.  Please  mail  the   complete 
8-cassette  EXECUTIVE  SEMINARS  IN  SOUND  with  study  guide.  If  not 

thoroughly  satisfied,  I  can  return  it  for  full  refund  of  m>  payment. 

G  Check  enclosed  for  $85 
Bill  to  my: 

□  BankAmericard  □  Master  Charge*  □  American  Express 

No Expiration  Date 

*If  Master  Charge,  enter  4-digit  number  above  name 


Signature 
Name 


Company. 

Address 

City 


State. 


Zip. 


Horror  Story 

How  shaky  are  the  billions  the 
big  banks  have  lent  to 
the  REITs?  Bluntly  put, 
the  answer  is:  Very. 


Jack  Courshon 

of  First 

Mortgage  Investors 


Last  May  tweedy  and  taciturn  Ar- 
thur Burns  of  the  Federal  Reserve 
Board  met  polished  and  persuasive 
Jack  Courshon,  chief  executive  of  the 
shaky  First  Mortgage  Investors. 

Courshon,  a  onetime  bankruptcy 
lawyer  from  Miami  Beach,  told  Burns 
politely  but  emphatically  that  unless 
the  banks  rescued  him,  his  huge  (as- 
sets: $670  million)  real  estate  invest- 
ment trust  would  sink  into  bankrupt- 
cy along  with  other  big  REITs  and 
perhaps  some  banks,  too. 

Burns  sucked  on  his  pipe  and  didn't 
say  much. 

But  Burns  was  listening.  "He  was 
receptive,"  says  Courshon.  Within 
weeks,  in  its  quiet  way,  the  Fed  be- 
gan urging  the  major  banks  to  back 
the  REITs-not  just  FMI,  but  all  of 
the  walking  wounded.  And,  in  turn, 
the  powerful  city  banks  began  pres- 
suring the  frightened  country  banks 
to  go  along,  too. 

Why  did  the  Fed  step  in?  Basically 
because  the  REITs  are  pivotal  finan- 
cial middlemen  who  borrow  from  the 
pin-striped  bankers  and  lend  to  mud- 
dy-shoed  builders.  There  was  no  way 
for  them  to  collapse  without  hurting 
banking,  the  tottering  building  busi- 
ness and  a  lot  of  little  people.  The 
Fed  had  just  buried  Franklin  National 
Bank;  it  didn't  want  any  more  funer- 
als right  then. 

Courshon's  FMI  got  the  first  major 
short-term  revolving  loan  in  June: 
$400  million  from  a  100-bank  con- 
sortium headed  by  New  York's  Chem- 
ical Bank. 

That  so-called  revolver  loan  was 
followed  by  an  arsenal.  Audit  Invest- 
ment Research's  respected  Kenneth 
Campbell  estimates  that  all  told  in 
1974  the  banks  more  than  doubled 
their  loans  to  REITs,  to  about  $11.4 
billion.  Some  two-thirds  of  that,  or 
$7.5  billion,  came  from  the  20  largest 


banks.  Among  the  biggest  REIT  lend- 
ers, with  lines  reaching  perhaps  to 
$600  million  each  or  more,  are:  Bank 
of  America,  First  National  Bank  of 
Chicago,  Continental-Illinois,  First 
National  City  Bank,  Chase  Manhattan, 
Bankers  Trust,  Manufacturers  Han- 
over and  Chemical  (which  just  ab- 
sorbed its  imperiled,  illiquid  and  fre- 
quent real-estate  lending  partner,  Se- 
curity National  Bank  of  Long  Island). 

The  REITs  were  saved.  But  the 
banks  were  hooked. 

That  infusion  preserved  the  $11- 
billion  short-term-lending  REITs  like 
FMI  that  make  up  the  $21-billion  in- 
dustry's biggest  and  most  troubled 
sector  (as  opposed  to  equity  and  long- 
term-lending  REITs). 

And  where  there  is  life— even  sus- 
pended from  a  string  of  credit— there 
is  hope.  In  the  last  few  weeks,  as 
interest  rates  dipped,  speculators  have 
bid  up  the  REIT  stocks.  FMI  itself 
rebounded  from  50  cents  to  $1.75  a 
share  (which  is  still  a  long  way  from 
its  $33  in  1971  and  $27  in  1973). 

Stretching  And  Bending 

In  bailing  out  the  REITs,  the  Fed- 
eral Reserve  and  the  banks  them- 
selves have  apparently  acted  on  the 
assumption  that  their  new  wards  were 
simply  victims  of  tight  money  and 
the  recession.  This  is  almost  certainly 
an  overoptimistic  view.  A  good  deal 
of  the  REIT  industry  has  indulged 
for  many  years  in  unsound  and  pos- 
sibly illegal  activities.  Without  tight 
money  and  the  recession,  it  might 
have  been  possible  to  sweep  all  this 
under  the  rug.  But  it  is  no  longer 
possible,  at  least  in  the  case  of  First 
Mortgage  Investors.  After  consider- 
able research  into  FMI,  Forbes  has 
found  evidence  of  the  following: 

FMI  stretched  for  questionable 
loans    with    the   likes   of   31-year-old 


Ariel  Gutierrez,  a  flashy  contractor 
who  is  now  being  sued  by  the  Secur- 
ities &  Exchange  Commission  over 
dealings  with  fugitive  businessman 
Robert  Vesco. 

FMI  tended  to  make  so-called  "full" 
loans,  wherein  the  builder  does  not 
put  up  one  cent  of  cash;  even  his 
construction  profit  may  be  included 
in  the  loan,  plus  as  much  as  two 
years  of  interest  payments.  If  any- 
thing went  wrong,  such  a  project 
could  speed  toward  default,  while 
still  being  carried  on  FMI's  books  as 
a  sound  loan. 

And  finally,  FMI  bent  the  REIT 
regulations  to  get  the  problem  proj- 
ects off  its  hands  and  books.  Some- 
times the  trust  managers  even  cre- 
ated and  bankrolled  paper  companies 
to  "buy"  FMI's  lemons. 

To  this  day,  anyone  reading  FMI's 
prospectuses,  annual  reports  or  press 
releases  gets  only  a  hint  of  its  prob- 
lems. Longtime  stockholders  are  al- 
ready reeling  from  watching  their 
equity  shrink  from  $134  million  in 
1973  to  $99  million  and  their  stock 
collapse.  The  worst  may  be  yet  to 
come.  A  former  associate  calls  FMI's 
current  $13.4-million  loan-loss  reserve 
"just  cab  fare"  against  its  $593  mil- 
lion in  loans.  And  another  says:  "I'm 
convinced  there  is  no  equity  left. 
Management  is  just  letting  the  bal- 
loon down  slowly." 

Jack  Courshon,  a  vigorous,  outgo- 
ing man  of  50,  who  is  widely  re- 
spected in  southern  Florida,  rejects  all 
the  charges.  In  a  phone  interview 
days  before  Forbes'  deadline,  he 
heatedly  denounced  our  information 
as  "distortions,  inaccuracies  [and] 
.  .  .  bullshit."  He  offered  to  open  the 
company's  records  to  Forbes'  accoun- 
tants and  attorneys  if  we,  in  effect, 
would    postpone   printing    this    story. 

The  potential  for  abuse  is  built  in- 
to the  REIT  foundation. 

The  trust  managers  make  money 
for  shareholders  by  selling  stock,  then 
leveraging  each  equity  dollar  with  $3 
to  $4  of  debt  borrowed  in  the  com- 
mercial paper  market  or  from  banks. 
Then  they  take  that  pot  of  cash  cost- 
ing, say,  9%  and  lend  it  to  builders 
at,  say,  4&%  over  the  prime  rate,  pins 
2%  (or  "points")  for  various  service!. 
Put  simply,  the  lending  REITs  make 
money  borrowing  low  and  lending 
high.  The  shareholders  get  90$  of  the 
profits  as  dividends. 

But  REIT  entreprent  ins  make  mon- 
ey for  themselves  in  quite  a  different 
way;  they  provide  services  to  the  trust 
and  its  borrowers  that  yield  around 
25%  of  gross  profit  as  fees. 

In  other  words,  the  public  gets  paid 
according  to  the  quality  of  the  n» 
the  managers  get  their  cul  according 
to  the  size  of  the  carcass. 
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fighting  corns  miseries, 

mink ofTexhtm. 


Why?  Because  the  staple  gun  and 
staples  you're  using  to  batten  down 
the  attic— to  cut  fuel  bills  and  save 
energy— come  from  Textron's 
Bostitch  Division. 

Think  about  it.  Textron  is  Bostitch 
staplers.  And  Faf  nir  bearings.  And 
Eaton  fine  papers. 


And  the  one  thing  they  all  have 
in  common  is  the  uncommon 
products  they  are. 

Texhvn 

A  COMPANY  TO  THINK  ABOUT. 
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w  We  teamed  up  to  start  an  exciting 
new  American  theater  of  f  -Broadway. 
Way  of  f -Broadway.  In  Tennessee." 


''Imagine  me,  Ralph  Allen,  putting 
together  a  new  theater  with  a  great  actor 
like  Anthony  Quayle. 

"When  I  joined  the  faculty  of  the  Uni- 
versity of  Tennessee  as  Chairman  of  the 
Theater  Department,  it  was  the  best  move  I 
ever  made. 

"Thanks  to  the  support  of  Clarence 
Brown,  film  director  and  UT  alumnus, 
Knoxville  had  the  theater  facilities,  the  work- 
shops, the  talent,  all  in  place.  It  just  needed 
a  little  pushing  and  pulling  to  turn  it  into  a 
major  classical  theater  company.  The  Uni- 
versity dug  the  idea  and  encouraged  it.  So 
did  the  people  in  the  community.  And  when 
Anthony  Quayle,  former  director  of  the 
Memorial  Theater  at  Stratford-on-Avon, 
joined  our  faculty  as  a  visiting  professor 
and  also  agreed  to  head  our  first  company, 
we  were  off  and  running. 

"The  company  — 
I'm  pleased  to  say— is 
alive  and  well.  We're 
bringing  theater— good 
theater— to  all  parts  of 
the  State.  And  now,  we're 
embarked  on  a  tour  of 
the  entire  southeast  re- 
gion. That's  not  the  end 
of  it.  It's  only  a  begin- 
ning. Listen  to  Tony  en- 
thuse about  our  baby." 

"When  I  first  visited 
The  Clarence  Brown 
Theater  and  met  the  peo- 
ple dedicated  to  this  movement,  I  was  con- 
vinced that  something  very  special  was  hap- 
pening. Here  was  a  place  in  which  a  great 
company  could  grow  and  flourish. 

"Ralph  Allen's  ambitions  for  the  thea- 


ter, his  dreams,  his  enthusiasm,  were  abso- 
lutely in  step  with  mine.  So,  when  Ralph 
asked  me  to  come  and  give  a  hand,  I  could 
hardly  refuse.  Who  knows  what  may  come 
of  this  ?  An  American  Old  Vic,  perhaps  ?  A 
theater  where  young  actors  will  learn  their 
trade  from  older  hands  like  myself.  A  thea- 
ter that  is  aiming  at  the  highest  standards 
and  at  long  seasons  of  performance. 

"Naturally,  we'll  need  the  support  of 
the  top  American  theater  professionals,  and 
I  think  we'll  get  it.  Frankly,  I  think  they'll 
be  as  pleasantly  surprised  with  Tennessee  as 
I  was.  I  don't  believe  we  could  find  a  better 
cultural  climate  for  the  growth  and  maturing 
of  a  new  theater  movement  in  America." 

With  people  like  you,  Dr.  Allen,  and  you, 
Mr.  Quayle,  Tennessee  is  certain  to  become 
a  center  for  commercial  and  classical  theater. 

We're  happy  about  that 
because  not  only  is  there 
tremendous  enjoyment  in 
great  theater,  but  it 's  also 
a  potent  education  in  life. 
What  a  boon  for  the  peo- 
ple who  live  in  Tennessee. 
Of  course,  the  theater  is 
also  a  magnet  for  business 
— all  kinds  of  business. 
Naturally,  we're  happy 
about  that,  too.  If  you'd 
like  to  know  more  about 
the  opportunities  in  our 
State,  write  The  Depart- 
ment of  Economic  and 
Community  Development,  Andrew  Jackson 
Building,  Nashville,  Tennessee  37219. 

\bu'U  like  doing  business 
TENNESSEE  STYLE. 


Here's  how  a  young  attorney  bought  a  multimillion- 
dollar  California  project  from  FMI  for  $5,000.  Back  in 
1972,  FMI  didn't  want  to  foreclose  on  Dorado  Estates. 
So  the  trust  managers  helped  a  friendly  attorney  to 
form  a  new  company  called  World  Land  and  Investment 
Co.  He  put  up  $5,000  for  its  stock.  Then  A)  World  Land 


acquired  Wild  Horse  Mesa,  a  Dorado  subsidiary,  by  as- 
suming the  FMI  loan  against  it  and  by  issuing  an  un- 
secured note.  Next  B)  World  borrowed  $1.6  million 
against  Wild  Horse  from  FMI  and  C)  spent  $470,000 
of  the  cash  to  buy  out  Dorado's  owners  and  assume 
control  of  the  remaining  subsidiary,  Cameron  Park. 


Like  many  REIT  managers,  Jack 
Courshon  and  his  austere  banker 
brother  Arthur,  53,  have  an  enviable 
arrangement.  They  collect  fees 
through  the  trust's  advisory  (or  man- 
agement) company,  which  they  own 
along  with  old  friends  like  U.S.  Con- 
gressman Claude  Pepper.  More  fees 
come  in  through  their  own  law  firm, 
which  represents  the  trust  at  all  clos- 
ings at  the  borrowers'  expense.  Still 
more  fees  come  into  at  least  one  "ser- 
vice" company,  which  is  a  subsidiary 
of  their  publicly  held  sister  company, 
First  Realty  Investors  (FRI). 

They  have  other  ways  of  benefit- 
ing, but  you  get  the  picture. 

The  Courshons  also  control  a  Miami 
Beach  bank,  a  mutual  savings  &  loan 
and  extensive  real  estate  holdings. 
(About  the  only  thing  they  don't  own 
is  much  FMI  stock;  their  combined 
holdings  amount  to  one-tenth  of  1%— 
worth  about  $15,000.)  The  same 
faces  pop  up  all  over  the  place.  Until 
recently  a  couple  of  FMI's  indepen- 
dent trustees  (who  safeguard  the 
public's  interest)  were  directors  of 
FRI.  One  trustee,  former  Assistant 
Defense  Secretary  Marx  Leva  of 
Washington,  D.C.,  was  FMI's  former 
general  counsel  and  is  still  an  owner 
of  around  6%  of  FMI's  management 
company.  In  addition,  traditionally 
many  of  the  trust  managers  also  help 
run  FRI.  A  former  employee  says: 
"Everybody  wears  five  hats." 

The  layers  of  fees  created  an  un- 
fortunate side  effect,  however.  They 
tended  to  force  FMI  to  charge  among 
the  highest  interest  rates  in  the  in- 
dustry. For  instance,  it  was  one  of 
the  first  to  start  floating  its  rates  above 


the  prime.  To  sweeten  the  pill,  FMI 
made  "full"  loans.  Two  years  later, 
one  builder  was  still  dumbfounded: 
"That  trust  loaned  me  $400,000  more 
than  I  asked  for." 

So  there  you  have  Courshon's  for- 
mula for  riches:  other  people's  mon- 
ey, lots  of  fees  and  fat  loans. 

Forbes  estimates  that  the  two 
brothers  personally  received  more 
than  $4  million  from  FMI  and  its  re- 
lated companies  during  the  last  five 
years.  That  does  not  include  whatever 
they  made  from  the  bank,  savings  & 
loan  and  real  estate  holdings. 

And  the  FMI  money  is  still  rolling 
to  the  Courshons,  despite  the  fact 
that  currently  the  trust  is  losing  mon- 
ey, not  making  any  new  loans  and 
not  even  repaying  its  life-giving  $400- 
million  bank  loan.  Nonetheless,  the 
Courshons'  management  company 
alone  will  collect  more  than  $4  mil- 
lion for  1974.  Since  the  brothers  own 
37.4$  of  the  company,  their  share  of 
the  gross  revenues  will  be  about  $1.5 
million.  This  for  running  a  trust  that 
concedes  that  half  its  loans  are  now 
delinquent.  For  this  our  biggest  banks 
stretched  their  lending  standards. 

Too  Much,  Too  Fast 

The  root  of  the  industry's  troubles 
goes  back  to  around  1970,  when  Wall 
Street  "discovered"  the  REITs,  then 
presented  them  with  billions  more 
than  they  could  lend  wisely  and  also 
demanded  ever-increasing  earnings. 

Julien  Studley,  the  veteran  real  es- 
tate broker,  says  running  a  trust  be- 
came a  numbers  game:  "They  were 
selling  stock  at  certain  numbers,  bor- 
rowing at  certain  numbers  and  lend- 


ing at  certain  numbers.  The  real  es- 
tate was  secondary;  it  was  only  a 
tool  to  play  the  game." 

The  trust  delivered  earnings:  $1.40 
in  1970;  $2.32  in  1972.  But  it  is  clear 
now  that  it  did  it  by  taking  shortcuts. 

It  faced  its  first  major  threat  late 
in  1971  when  one  of  its  $15-million 
loans  went  into  default.  Management 
wanted  to  do  something  before  FMI's 
fiscal  year  ended  on  Jan.   31,   1972. 

Since  it  was  illegal  (until  a  month 
ago)  for  a  lending  trust  like  FMI  to 
directly  operate  real  estate,  the  man- 
agers had  only  two  choices.  First, 
they  could  try  to  foreclose  on  the  de- 
veloper, Dorado  Estates,  and  its  two 
northern  California  subdivisions.  But 
nobody  wanted  to  do  that.  That  would 
have  caused  a  big  loan  loss  and 
penalized  FMI's  earnings,  its  stock 
multiple  and,  in  turn,  its  ability  to 
raise  equity. 

The  other  choice  was  to  find  some- 
one to  buy  out  the  original  develop- 
ers and  take  over  the  project,  debt 
and  all.  But  the  managers  couldn't 
find  a  buyer. 

So  the  management  company's 
chief  operating  officer,  William  Leach, 
came  up  with  a  shortcut.  With  the 
personal  knowledge  of  superiors— S.J. 
Magenheimer  and  Jack  Courshon— 
Leach  helped  create  a  shell  corpora- 
tion called  World  Land  and  Invest- 
ment Co.  The  new  company  bought 
out  the  original  developers  with 
around  $470,000  supplied  by  the  trust 
in  a  new  and  bigger  loan  ( see  chart ) . 
The  danger  of  default  was  shoved  in- 
to the  future.  The  deal  was  closed  in 
January  1972,  around  two  weeks  1>< 
fore  FMI's  fiscal  year  ended. 
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World  Land  was  stocked  with 
friends.  The  original  shareholder  was 
Michael  Salmon,  a  special  counsel  to 
FMI  who  joined  the  Courshon  and 
Courshon  law  firm  three  months  later 
in  April.  World's  corporate  secretary 
was  Los  Angeles  attorney  Anthony 
Rossi,  who  is  FMI's  West  Coast  comv 
sel.  And  the  original  president  was  a 
longtime  Courshon  employee  named 
Mercer  Russell,  who  was  replaced 
after  six  months  by  the  head  of  a 
FRI  subsidiary,  who,  in  turn,  was  fol- 
lowed by  one  of  Leach's  old  friends. 

Disclosure? 

And  what  did  FMI  tell  its  stock- 
holders about  this  cozy  arrangement? 
Courshon  insists  the  deal  was  dis- 
closed. He  says:  "I  don't  know  how 
we  can  spell  it  out  any  more  clearly." 
That's  debatable.  FMI's  September 
1973  prospectus  simply  refers  to 
World  Land  without  naming  it  or  its 
principals  as  "...  a  new  group  [that] 
acquired  ownership  ..."  of  the  trou- 
bled project. 

During  a  three  hour  interview  with 
Forbes,  granted  in  his  deskless  office 
the  day  after  he  returned  from  an 
Aspen  vacation,  Jack  Courshon  first 
disputed  key  facts  about  the  World 
Land  deal.  He  insisted  that  the  orig- 
inal president,  Mercer  Russell,  was  not 
on  the  management  company's  payroll 
while  he  ran  the  project  and  signed 
new  loan  agreements  with  FMI.  Then 
he  summoned  Russell,  who  is  still  a 
Courshon  employee.  A  few  minutes 
passed  in  silence  before  the  56-year- 
old  Russell  arrived  with  a  bewildered 
look  on  his  face  and  sat  down  in  a 
far  corner  of  Courshon 's  office.  Rus- 
sell listened  to  the  question  and  then 
broke  another  dead  silence  by  saying: 
"I  was  paid  by  FMAC"  [the  trust's 
original  management  company,  First 
Mortgage  Advisory  Corp.]. 

The  night  before,  in  a  phone  inter- 
view with  Forbes,  Russell  said:  "I'm 
a  longtime  employee;  I  do  what  I'm 
told."  When  he  was  pressed  on  an- 
other point,  he  replied  playfully:  "I'm 
like  Haldeman.  I  can't  recollect." 

After  Russell  left  the  room,  Cour- 
shon tried  to  minimize  the  matter  by 
saying  that  the  deal  had  been  re- 
viewed by  his  attorneys  and  accoun- 
tants. (Indeed,  FMI's  accountants, 
Arthur  Young  &  Co.,  also  audited 
World  Land's  books.)  Courshon  then 
leaned  forward  in  his  armchair  and 
went  on  to  draw  an  analogy  between 
the  FMI-World  Land  transaction  and 
one  between  two  brothers— "I  may 
control  you  .  .  .  but  under  the  law  you 
are  still  an  independent  person." 

A  former  Courshon  associate  had  a 
more  emphatic  reaction  to  the  World 
Land  deal:  "That's  a  sham." 

The  World  Land  deal  was  just  a 
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modification  on  an  existing  theme  at 
FMI.  Beginning  around  1972,  the 
trust  regularly  shoved  money  out  the 
front  door  in  hopes  of  retrieving  it 
through  the  back. 

When  FMI  got  stuck  with  a  fore- 
closure, for  example,  it  would  some- 
times lend  a  friendly  builder  extra 
money  against  one  of  his  properties 
and  then  induce  him  to  put  up  some 
of  those  dollars  as  a  sort  of  "down 
payment"  on  one  of  the  trust's  lem- 
ons. If  the  project  carried,  say,  a  $4- 
million  loan  and  the  builder  put  up 
$500,000,  FMI  called  it  a  $4.5-mil- 
lion  sale,  booked  a  $500,000  profit. 

But  how  was  the  new  owner  going 
to  pay  interest  on  the  loan  when  the 
previous  one  couldn't?  Easy.  The  loan 
was  renegotiated  to  include  a  cou- 
ple of  years'  interest.  And  after  that? 
Perhaps  inflation  and  better  times 
would  bail  everybody  out. 

However,  a  lot  of  times  a  lemon  is 
a  lemon  is  a  lemon.  Now  some  of 
these  recycled  projects  seem  headed 
back  to  FMI,  ripe  for  writedowns. 

Another  of  FMI's  gambits  for  hyp- 
ing profits  was  the  letter  of  intent. 
For  a  fee,  paid  by  the  builder,  FMI 
would  promise  to  finance  his  upcom- 
ing projects,  if  he  met  certain  require- 
ments. "The  whole  trick,"  says  a  for- 
mer employee,  "was  to  include  im- 
possible requirements  so  that  the 
builder  could  never  get  his  hand  in 
your  pocket."  Why  wquld  the  builder 


go  along?  Frequently  because  he 
could  borrow  against  the  letter  from 
some  bankers. 

Two  of  the  promises  were  stagger- 
ing. For  instance,  FMI  issued  a  $100- 
million  commitment  to  Walter  Judd 
Kassuba  (Forbes,  Oct.  1,  1974), 
then  the  country's  largest  apartment 
developer.  It  was  a  favor  to  a  good 
customer;  no  fee  was  charged.  Late 
in  1973  Kassuba  filed  for  bankruptcy. 
Another  $102-million  promise  went  to 
Ariel  Gutierrez,  who  later  got  into 
trouble  borrowing  from  Robert  Vesco. 
Gutierrez  paid  a  $300,000  fee  bor- 
rowed from  FMI  against  one  of  his 
properties. 

During  his  lengthy  interview  with 
Forbes,  Courshon  tended  to  blame 
those  aggressive  profit-making  prac- 
tices on  Bill  Leach.  Courshon  said  he 
asked  Leach  to  resign  as  chief  op- 
erating officer  early  last  year  after 
three  years  in  the  post  and  12  at  the 
company.  At  one  point  he  referred 
to  one  of  the  deals  as  "one  of  Leach's 
follies." 

However,  Courshon  was  careful  to 
point  out  that  all  the  deals  were  com- 
pletely legitimate.  He  said  FMI  build- 
ers were  never  compelled  to  buy  a 
foreclosure  or  to  pay  a  fee,  as  Gutier- 
rez and  others  have  charged.  Cour- 
shon said  that  Leach  was  aggressive, 
but  he  added:  "I  never  saw  him  bring 
a  deal  .  .  .  that  was  crooked  or  inde- 
cent or  irregular." 


Shelluva  Deal.  Again,  FMI  did  not  want  to  foreclose  on  a  big  problem 
loan  to  a  vacation-property  developer.  Last  summer  FMI's  managers  found  a 
buyer,  a  new  company  called  Hildon  International  Inc.  It  seems  that  A)  Hildon 
borrowed  $450,000  from  FMI  against  its  stock.  Then  B)  FMI,  not  Hildon, 
wired  $450,000  to  the  owners  of  the  vacation  company,  who  C)  turned  over 
their  company  and  its  existing  $40-million-plus  FMI  loans  to  Hildon. 


This  deserted  showplace  was  built  by  an  original  Dorado  Estate's  devel- 
oper, while  he  borrowed  heavily  from  FMI.  He  called  it  home  and  a 
$300,000  sales  tool  to  lure  the  private-plane  set.  But  alas,  the  California 
project,  which  now  carries  a  $25-million  FMI  loan,  never  got  off  the  ground. 


Leach,  who  granted  Forbes  an  in- 
terview lying  barefoot  on  a  hotel  bed, 
says  of  Courshon:  "In  his  mind,  every- 
thing he  does  is  completely  legal." 

In  a  sense,  the  games  FMI  was  play- 
ing with  World  Land  and  its  foreclo- 
sures were  too  successful.  By  the 
spring  of  1972  its  earnings  were  way 
up.  But  to  keep  the  earnings  curve  ris- 
ing and  to  keep  Wall  Street  happy, 
the  trust  needed  to  close  a  major  loan 
in  time  for  its  six-month  earnings  re- 
port. What  the  managers  provided 
was  a  $72-million  headache  called 
the  "vacation-license"  loan. 

The  vacation  concept  is  this:  In  re- 
turn for,  say,  $4,000,  the  buyer  gets 
to  use  a  resort  hotel  room  for  a  week 
a  year  for  the  life  of  the  building. 

FMI  was  intrigued  for  a  number 
of  reasons.  In  addition  to  needing  a 
loan,  the  trust  wanted  to  do  business 
with  Gutierrez,  who  headed  the  va- 
cation company  with  two  Baltimore 
partners.  The  "Super  Cuban,"  as  he 
was  called,  was  hot.  Among  other 
things,  with  $30  million  from  a  rival 
REIT— Continental  Mortgage  Inves- 
tors—he was  putting  up  Miami's  big- 
gest building  (which  later  became 
Miami's  biggest  bomb).  What's  more, 
the  trust  was  stuck  with  a  loan  on  a 
bankrupt  Virgin  Islands  property, 
plus  a  foreclosed  Fort  Lauderdale 
condominium  that  it  intended  to  sell 
to  Gutierrez'  vacation  company  for 
a  $600,000  profit. 

There  was  a  drawback,  however. 
Those  two  FMI  properties  and  the 
two  the  developers  owned  were  val- 
ued at  only  around  $25  million.  But 
the  vacation  company  needed  a  com- 
mitment of  more  than  $70  million, 
largely  to  cover  selling  costs  and  oth- 
er operations  over  a  number  of  years. 
What's  more,  the  three  well-to-do 
partners  refused  to  put  up  any  per- 
sonal guarantees  and  demanded  that 
the  loan  be  fat  enough  to  repay  a 
good  portion  of  the  money  they  had 
put  into  the  deal. 


Again,  the  trust  managers  took  a 
shortcut.  They  called  in  appraisers 
from  as  far  away  as  St.  Louis  and 
New  Orleans  and  instructed  them  to 
measure  the  properties'  potential  eco- 
nomic value  as  vacation-license  re- 
sorts, rather  than  their  conventional 
real  estate  value.  The  results  were  dra- 
matic. For  example,  the  chief  ap- 
praiser, who  shared  in  a  $50,000  fee, 
said  one  $8.5-million  hotel  was  worth 
around  $26  million. 

Once  over  the  value  hurdle,  FMI's 
managers  did  a  little  legal  gymnastics. 
On  one  hand,  FMI  required  the  de- 
velopers to  convince  the  SEC  and 
state  government  agencies  that  vaca- 
tion licenses  were  not  investments  nor 
interests  in  real  estate.  Otherwise,  the 
company  would  be  forced  to  hire  on- 
ly licensed  security  and  real  estate 
brokers  as  salesmen.  However,  FMI 
can  only  lend  against  real  estate.  If 
the  vacation  licenses  are  not  interests 
in  real  estate,  as  the  company  told  the 
government,  then  how  could  FMI 
lend  against  the  properties'  economic 
value  as  vacation-license  resorts? 

But  somehow  the  trust  got  around 
that  with  a  legal  opinion  from  the 
New  York  law  firm  of  White  &  Case. 

After  a  couple  of  all-night  sessions, 
the  $72-million  loan  was  closed  in 
time  for  FMI's  record  six-month  re- 
port. "Profits"  from  the  loan  enabled 
FMI  to  report  six-month  earnings  up 
23%  from  the  previous  year. 

The  earnings  report  was  only  a 
momentary  victory.  Almost  from  the 
first  day,  start-up  construction  on 
the  license  project  lagged  and  then 
sales  sagged.  Funds  originally  ear- 
marked for  construction  were  spent 
on  operations.  That  produced  some 
strange  consequences.  For  example, 
you  could  say  the  vacation  company 
is  building  the  world's  most  expensive 
tennis  courts  on  vacant  land  next  to 
its  Puerto  Rican  hotel.  The  lot,  which 
could  be  sold  for  around  $1.5  million, 
carries  a  $5.2  million  FMI  loan.  Man- 


aging Trustee  Dennis  Coyle,  however, 
dismisses  the  loan  as  "an  accounting 
convenience." 

By  the  fall  of  1973  the  vacation 
company  was  so  short  of  cash  it 
couldn't  pay  its  phone  bill,  and  the 
Southern  Bell  Telephone  &  Tele- 
graph Co.  shut  off  its  phones.  The 
difficulties,  however,  were  not  reflect- 
ed in  FMI's  statements  to  sharehold- 
ers. FMI's  September  1973  prospectus 
merely  states,  for  example,  that  the 
vacation  company's  loan  is  being  mon- 
itored by  management's  "watch  loan 
committee"  because  of  its  "amount" 
and  "newness." 

At  around  this  time  in  1973,  the 
vacation  company  was  just  one  of 
FMI's  troubles.  During  the  year,  dou- 
ble-digit inflation  and  soaring  inter- 
est rates  had  eaten  up  interest  re- 
serves on  some  loans.  Good  loans  were 
turning  bad,  and  marginal  ones  were 
collapsing.  For  example,  the  World 
Land  operation— which  somehow  con- 
sumed around  $18  million  in  addi- 
tional FMI  funds  after  World  Land 
took  over— was  officially  "put  on  the 
shelf." 

Then  in  December,  apartment  king 
Kassuba  filed  for  bankruptcy,  owing 
FMI  $53  million  of  the  over  $140- 
million  total  he  had  borrowed  from 
the  REITs.  That  $53  million  repre- 
sented 8%  of  FMI's  assets. 

Moody's  lowered  FMI's  commercial 
paper  rating.  Virtually  overnight  the 
trust  was  forced  to  borrow  about 
$270  million  unsecured  from  the 
banks  to  cover  its  float.  Other  banks 
reeled  in  $150  million  in  credit  lines 
and  bolted  for  the  door. 

Bankruptcy  looked  like  the  only 
way  out  early  in  1974. 

Reprieve 

But  Jack  Courshon,  who  survived  a 
heart  attack  and  open-heart  surgery 
in  1971,  refused  to  quit:  "I've  never 
walked  away  from  a  fight  in  my  life." 
Off  he  went  to  his  banks,  threatening 
bankruptcy  for  FMI  and  horrendous 
losses  for  them,  too,  if  they  didn't 
loan  him  a  lot  of  money  and  fast. 
When  they  hesitated,  he  managed  to 
get  the  fateful  audience  with  Bums. 

But  while  Courshon  was  saving  his 
company  early  last  year,  the  vacation- 
company  situation  was  deteriorating. 
Courshon's  management  company 
squeezed  out  Gutierrez.  But  the  com- 
pany's remaining  partners— the  two 
men  from  Baltimore— demanded  to  be 
bought  out  for  $450,000. 

Again,  the  trust's  managers  pre 
ferred  to  arrange  a  sale,  rather  than 
try  to  foreclose.  Alter  a  foreclosure 
FMI  might  have  been  forced  to  take 
a  devastating  writedown  on  the  proj- 
ect as  conventional  real  estate-. 

FMI's  managers  Found   a   I >n\ *  • 
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two  real  estate  executives  and  a  form- 
er $55,000  World  Land  vice  presi- 
dent, who,  in  turn,  formed  a  brand- 
new  corporation  called  Hildon  Inter- 
national Inc. 

The  next  question  was:  How  could 
Hildon  raise  $450,000  to  buy  out  the 
guys  from  Baltimore?  Courshon  told 
Forbes  that  he  had  no  idea  how  that 
was  done,  nor  even  how  much  money 
changed  hands:  "I  didn't  negotiate 
the  deal." 

Forbes  has  information  that  seems 
to  explain  what  happened.  Apparent- 
ly, on  Aug.  12  Jack  Courshon,  as 
nominee  for  FMI,  lent  Hildon 
$450,000  against  Hildon's  stock.  Then 
the  following  day  FMI  wired  the  Bal- 
timore pair  a  total  of  $450,000.  At 
the  same  time,  Hildon  took  over  the 
vacation  company  and  its  current  $45- 
million  loan  to  FMI  (see  chart). 

Courshon  said  emphatically:  "I 
have  never  done  anything  that  was 
illegal,  immoral  or  fattening."  At  least 
a  dozen  times  during  his  interview 
with  Forbes,  Courshon  noted  that  all 
FMI  deals  were  reviewed  by  his  ac- 
countants and  attorneys:  "What  the 
hell  am  I  supposed  to  do  running 
this  company?  Am  I  not  supposed  to 
take  the  best  advice  of  the  auditors? 
Am  I  not  supposed  to  seek  the  best 
advice  of  the  attorneys?" 

Fed-Up  Bankers 

In  his  conversations  with  Forbes, 
Courshon  made  a  statement  that  de- 
serves serious  attention.  He  asked: 
"Why  am  1  being  singled  out?" 

That  same  question  was  raised  by 
other  knowledgeable  REIT  men 
Forbes  interviewed  for  this  article. 
They  said  that  many  REITs  were  do-w 
ing  roughly  the  same  things,  especial- 
ly lending  fresh  funds  to  "nominee" 
companies  to  "work  out"  problem 
projects.  More  than  one  man  said  that 
he  knew  of  other  REITs  that  made 


A  housing  comeback  won't  neces- 
sarily help  the  REITs.  Their  worst 
loans  were  on  anything  but  primary 
housing.  An  independent  trustee 
(not  of  FMI),  who  toured  his  bad 
properties,  remarked:  "All  I  saw 
were  campgrounds  and  ski  slopes." 


FMI  appear  almost  saintly. 

One  of  those  men,  a  longtime  Cour- 
shon associate,  put  it  this  way:  "When 
Jack  started  FMI  in  the  early  Six- 
ties, he  was  very  conservative.  But 
then  gradually  he  saw  what  the  other 
guys  were  doing  and  he  decided  to 
join  in." 

The  impression  left  is  that  FMI  is 
not  an  isolated  case;  it  is  merely  one 
piece  of  a  massive  industrywide  pat- 
tern, li  that  is  true,  the  inescapable 
conclusion  is  that  so  far  the  public 
has  only  seen  the  tail  of  an  elephant 
of  trouble.  The  REITs'  problems  are 
bigger  than  anybody  imagines. 

When  an  interview  with  a  respected 
REIT  man  turned  in  this  direction, 
his  hands  began  to  tremble:  "I  don't 
like  to  speculate  about  such  things. 
We're  talking  about  the  stability  of  the 
banking  system."  Then  he  explained 
what  he  meant:  "If  the  worst  things 
happen,  we  could  have  a  bank  panic. 


That's     what     I'm     worried     about." 

He  went  on  to  say  that  bankers 
are  already  talking  about  forcing  Ar- 
thur Burns  and  the  Fed  to  assume 
their  rotten  REIT  loans,  just  as  the 
Fed  did  for  the  late  Franklin  Nation- 
al Bank:  "The  bankers  are  saying: 
'Arthur  got  us  into  this;  and  if  push 
comes  to  shove,  he  will  have  to  get 
us  out. 

With  luck  and  some  prosperity  la- 
ter this  year,  the  banks  may  be  able 
to  continue  their  informal  liquidation 
of  the  $ll-billion  short-term  lending 
REITs.  The  banks  could  lose  con- 
siderable interest  income,  but  at  least 
they  would  recover  most  of  their 
principal. 

But  if  abuses  like  those  we've  des- 
cribed are  widespread,  then  at  the 
very  least  there  will  be  more  shotgun 
weddings  similar  to  the  Security  Na- 
tional-Chemical merger. 

There's  another  potential  complica- 
tion. The  REIT  stockholders,  who  are 
watching  their  equity  disappear,  may 
try  to  force  the  trusts  into  formal  court 
bankruptcy.  Then  the  trusts'  "hold- 
ers of  beneficial  interest"  could  argue 
that  they  deserve  a  piece  of  whatever 
is  left  along  with  the  largely  un- 
secured banks. 

Philadelphia  lawyer  Leonard  Bar- 
rack, who  has  filed  a  class-action  suit 
against  FMI  and  its  auditors,  Arthur 
Young  &  Co.,  says,  "I  take  the  view 
that  shareholders  can  come  first  in  a 
trust,  ahead  of  the  creditors." 

What  this  all  amounts  to  is  that 
there  are  billions  of  dollars  of  po- 
tential loan  losses  overhanging  the 
banking  system.  Perhaps  half  the 
REITs  will  survive.  But  the  other  half 
may  fade  away.  If  that  happens  it 
won't  be  as  sexy  a  story  as  Equity 
Funding  or  Investors  Overseas  Ser- 
vices or  the  Great  Salad  Oil  Swindle. 
But  it  will  be  more  costly  to  the  U.S. 
economy  than  all  of  them  together.  ■ 


Firetrap?  This  fully  rented  apartment  complex  near 
Chicago,  controlled  by  builder  Walter  Judd  Kassuba  and 
financed  by  FMI,  appears  to  be  a  fire  hazard.  A  former 
Kassuba  associate  says  the  building  has  no  "fire  stops"  and 
adds:  "A  fire  could  climb  the  inside  walls  to  the  attic 


and  spread  throughout  the  building.  It's  a  firetrap." 
FMI's  managers  admit  that  they  knew  the  apartment  had 
fire  wall  "problems"  and  also  lacked  a  certificate  of 
occupancy  three  years  ago,  before  they  foreclosed  on 
the  original  developer  and  sold  the  building  to  Kassuba. 
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Death  Valley  Days? 
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Remember  Levitz  Furniture? 
to  the  sky?  It  is  rather:  Will 

It  was  the  last  of  the  "garbage 
market"  stocks,  whose  fantastic  des- 
perate success  signaled  the  decay  of 
the  1968-69  boom.  Like  the  others,  it 
had  an  easily  grasped  "concept."  By 
combining  warehouses  with  show- 
rooms—and so  immediately  delivering 
at  discount  prices— Levitz  Furniture 
Coip.  would  out-merchant  Sears. 

For  a  glorious  while,  it  did— but 
only  on  Wall  Street.  The  funds  loved 
Levitz,  driving  its  price  to  70  times 
earnings,  as  they  bought  nearly  a 
fourth  of  it.  By  mid- 1972  this  flimsy 
balloon  had  been  blown  up  to  nearly 
$1  billion.  The  Levitz  boys  of  Potts- 
town,  Pa.  were  potential  Bockefellers. 
Hyperactive  press  agents  filled  the 
press  with  articles  about  their  genius. 

But  at  that  time  Forbes  noted: 
"The  stock  market  seems  to  be  assum- 
ing that  nothing  will  go  seriously 
wrong  for  Levitz;  almost  certainly 
something  will  go  wrong."  We  were 
too  cautious:  Everything  went  wrong. 
Levitz  or  its  stockholders  were  in  hot 
water  with  the  Securities  &  Exchange 
Commission,  the  Better  Business  Bu- 
reau and  crusading  attorneys  general 


The  question  is  no  longer:  Will  it  grow 
Levitz  survive? 


from  coast  to  coast.  There  was  spec- 
ulation about  a  huge  bear  raid. 

Bear  raid  or  no,  Levitz'  profitability 
cracked  in  1972— and  has  since  shat- 
tered. The  easy  new-issue  equity  mon- 
ey that  financed  wave  upon  wave  of 
expansion  was  turned  off.  Competition 
for  those  previously  easy  4J2%-on-sales 
profits  stiffened  abruptly.  Promotion 
costs,  lease  prices,  money  rates  all 
jumped  like  Calaveras  County  frogs. 

Most  critical,  volume  fell.  The  cov- 
er of  last  year's  annual  report  coyly 
showed  a  store's  empty  parking  lot; 
the  figures  inside  showed  the  results. 
From  a  1972  high  of  $12.2  million, 
profits  dropped  to  $8.6  million  in 
1973.  In  the  year  just  ended  the  com- 
pany will  be  lucky  to  make  $5  mil- 
lion, on  sales  down  sharply  from 
1973's  high  of  $380  million.  If  the 
stock  sells  at  six  times  1974  earnings, 
it's  only  because  it  can't  sell  much 
lower;  you  can  pick  it  up  for  a  dollar 
or  two  a  share,  vs.  up  to  $70  when 
Wall  Street  was  pushing  the  stuff. 

The  furniture  trade  has  a  name  for 
it:  "borax."  The  superhype.  The  in- 
flated  come-on.   Levitz  was  boraxing 


in  the  stock  market  from  the  day  it 
was  born.  Just  as  borax  producers 
used  flimsy  furniture  to  sell  their  soap, 
Levitz  used  flimsy  stock  to  increase 
its  furniture  business. 

But  that  furniture  was  worth  some- 
thing; Levitz  as  a  company  was  never 
worth  $1  billion.  Is  it  now  worth  as 
little  as  the  market  says— about  $30 
million?  Is  Levitz  going  broke? 

For  an  answer,  start  with  the  bal- 
ance sheet.  It  is  not  very  reassuring. 
Sure,  there's  a  minimal  $17  million  of 
long-term  debt,  but  it  is  expensive 
prime-rate-plus  money  that  wasn't 
turned  over  last  summer,  merely  re- 
newed. The  real  problem  is  its  off- 
balance  sheet  leases,  $147  million 
worth  if  capitalized,  as  the  Finan- 
cial Accounting  Standards  Board  may 
well  require.  (That,  in  turn,  would 
cost  Levitz  $1.9  million  in  earnings.) 

The  present  value  of  those  leases 
is  double  the  $77  million  in  share- 
holders' equity.  And  three-fourths— 
$75  million— of  all  current  assets  are 
tied  up  in  inventory.  It  may  be  well 
controlled,  but  it  isn't  writedown- 
proof,  though  the  company  says  it  has 


The  Sheiks  Of  Texas  Are  Upon  Us 


Just  call  them  the  Saudis  of  the  Southwest.  Not  just  the  oil 
baron',,  but  the  state  of  Texas  itself  is  rolling  in  oil  money. 

Okay.  So  you  are  upset  about  mak- 
ing the  Arabs  richer.  But  remember: 
Most  of  the  oil  and  gas  that  costs 
Americans  so  much  today  comes  from 
the  good  old  U.S.A.  The  bulk  of  that, 
over  one-third,  comes  from  Texas, 
where— not  surprisingly— the  state 
government  is  licking  its  chops  over  a 
projected  $1.4-billion  surplus  for  the 
next  two  fiscal  years.  That's  not  quite 
Saudi-style  spending  money,  but  it 
makes  Texas  unique  among  the  big 
states  for  solvency.  Texas  oil  and  gas 
taxes,  collected  largely  from  higher 
prices  paid  by  out-of-state  users,  are 
soaring.  If  President  Ford's  energy 
proposals  go  through,  they  will  soar 
higher  still. 

Last  year  Texas  oil   and  gas  pro 
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Drawing  by  Mark  Stinson;  '<    1975  Texas  Monthly. 
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moved  $15  million  of  "hairy"  (un- 
desirable) goods  since  September. 

What  all  this  adds  up  to  is  a  li- 
quidity problem— and  a  bad  one.  Cash 
and  receivables  total  a  measly  $15 
million.  There's  some  real  estate  the 
company  is  trying  to  sell,  and  some 
insurance  money  due.  But  at  least  two 
of  its  60  stores  are  unprofitable;  sev- 
eral more  are  marginal.  And  closing 
them  won't  come  cheap,  with  those 
long-term  leases. 

The  two  best  means  of  improving 
cash  flow  strike  directly  at  the  Levitz 
"concept."  Cutting  back  on  inventory 
helps— and  the  company  already  has, 
perhaps  as  much  as  $10  million— but 
who  would  need  Levitz  if  you  have 
to  wait  as  long  for  that  covered-leg 
sofa  as  at  the  corner  interior  decora- 
tor's? And  of  course  markups  are  edg- 
ing up,  something  Levitz  doesn't  like 
to  talk  about.  (The  company  wants 
them  "slightly"  below  the  industry  av- 
erage.) Yet,  the  Levitz  "concept"  re- 
quires giving  the  customer  a  serious 
discount.  Slashing  overhead  can  help, 
but  only  so  much;  it's  already  low. 
Advertising?  The  company  would  like 
to  drop  it  to  about  6%  of  sales  from 
the  current  7.5%  or  so— but  that's 
risky,  though  it  could  bring  $2.5  mil- 


lion straight  to  the  bottom  line. 

The  man  in  charge  of  all  this  cut- 
ting and  paring  is  Robert  M.  Elliott, 
a  51-year-old  veteran  of  Marcor's 
Montgomery  Ward.  An  outsider  in- 
stalled by  the  Levitzes  to  stem  a  fes- 
tering family  feud,  Elliott  arrived  last 
September  just  in  time  to  look  a  po- 
tential loss  quarter  square  in  the  face, 
and  wring  a  modest  profit  from  it. 

Elliott  maintains  a  studied  uncon- 
cern about  the  balance  sheet.  "As  far 
as  I'm  concerned,  we  don't  have  a 
fundamental  financial  problem."  In- 
ventory writedowns?  Nope.  More  bor- 
rowing? "Our  bank  lines  are  good." 
A  loss  in  the  fourth  quarter?  "I  don't 
think  so."  He  says  he  doesn't  expect 
losses  even  in  the  first  half  of  1975. 

If  he  doesn't  get  them,  it  will  be  a 
sure  sign  that  things  are  well  in  hand. 
Furniture,  closely  linked  to  housing 
starts,  is  taking  a  beating.  Account- 
ants Seidman  &  Seidman,  who  spe- 
cialize in  the  industry,  predict  that 
the  value  of  manufacturers'  shipments 
will  decline  20%  this  year.  Analysts 
see  a  rough  first  half  for  retailers. 

Subsistence  Living 

If  it  doesn't  become  a  victim  of 
the  crunch,  Levitz  could  well  prove  a 
beneficiary.  Already,  its  competitors 
are  quitting  or  going  under.  General 
Portland  would  dump  the  warehouse 
showrooms  it  bought  from  retailer 
Harry  Mangurian,  but  nobody  wants 
to  buy  them.  Wickes  Corp.  sold  $80.5 
million  in  furniture  in  1973  and  lost 
$1.5  million  at  it;  most  recently,  Mod- 
ernage    Inc.    went    into    Chapter    11 


bankruptcy  in  Miami  after  trying  to 
out-Levitz  Levitz. 

Meanwhile,  Elliott  is  concentrating 
on  survival  rather  than  on  expansion. 
Levitz  will  open  one  more  store  this 
year— in  Hartford,  Conn.— only  because 
it  is  committed.  Elliott  says  that's  the 
last  for  a  long  time.  Eventually,  he 
hopes  to  expand,  but  only  in  cities 
where  the  company  now  operates. 

Survival  may  not  be  easy.  Whether 
Elliott  can  match  promotions  and 
prices  with  Sears,  the  giant  genius 
of  retailing,  remains  to  be  seen.  The 
January  furniture  markets  were  gos- 
siping that  Sears  sold,  before  Christ- 
mas, as  much  bedding  in  a  ten-day 
promotion  as  it  usually  sells  in  three 
months.  That's  the  kind  of  marketing 
muscle  confronting  Levitz. 

Faced,  therefore,  with  rough  com- 
petition and  some  very  expensive 
leases,  about  the  best  that  Levitz  can 
hope  for  is  a  kind  of  low-profit  sur- 
vival. Of  course,  there  may  be  good 
quarters  and  even  good  years  in  a 
leveraged  operation  like  Levitz.  The 
stock  is  a  mangy  mongrel  now,  no 
longer  a  greyhound.  The  funds  are 
mostly  out.  Levitz  may  still  have  its 
speculative  runups.  But  as  a  concept 
stock,  Levitz  is  as  dead  as  nursing 
homes  or  fast  food  franchises. 

But  you  really  can't  blame  the  Lev- 
itzes. Who  wouldn't  jump  when  the 
moneymen  promise  to  make  you  bil- 
lionaires? The  Wall  Street  establish- 
ment must  bear  the  blame  for  the 
Levitz  fiasco  and  for  the  hundreds  of 
millions  lost  by  the  public— both  di- 
rectly and  through  the  institutions.  ■ 


duction  taxes  hit  $521  million,  two-" 
thirds  more  than  in  1972  and  nearly 
twice  as  much  as  in  1970.  Over  the 
next  two  fiscal  years,  when  natural 
gas  collections  alone  will  more  than 
double,  Texas  will  haul  in  close  to 
$1.4  billion  in  oil  and  gas  taxes— a 
sum  equal  to  its  budget  surplus. 

Do  we  hear  cries  of  "profiteering"? 
In  its  favor,  Texas  has  not  jacked  up 
tax  rates  to  profit  from  the  energy 
crisis.  It.  is  levying  on  the  same  basis 
as  before:  a  percentage  of  oil  and  gas 
prices.  But  the  prices  have  soared. 
Texas  crude,  which  brought  $3.48  a 
barrel  not  long  ago,  now  brings  $6.80 
a  barrel  on  average.  The  wellhead 
price  of  natural  gas  has  gone  from 
23  cents  to  $1.19. 

"Those  ^Eastern  people  think  we're 
living  fat  and  happy  on  their  mon- 
ey," says  one  state  official  in  Austin, 
"but  the  fact  is,  we're  just  beginning 
to  get  our  due.  We've  never  gotten 
in  on  the  corporate  tax  goodies,  since 
most  of  the  companies  producing  our 
oil  are  not  based  here." 


But  should  Texas  be  rolling  in  oil 
taxes  while  New  Englanders  and  oth- 
ers are  paying  through  the  nose  to 
heat  their  homes  and  offices?  Should 
the  Lone  Star  state  enjoy  comfortably 
below-average  unemployment  while 
rising  energy  costs  elsewhere  are 
lengthening  welfare  lines?  Aren't  the 
states  united?  Aren't  the  battle  lines 
clear:  us  against  OPEC? 

Independent  Streak 

It  may  comfort  other  Americans  to 
know  that  Texas  is  not  using  its  tax 
haul  to  buy  Rolls-Royces  for  state  of- 
ficials or  weapons  for  war  with,  say, 
Mexico.  As  the  Texas  legislature  met 
in  Austin  last  month,  the  major  pro- 
posals included  a  pay  hike  for  school 
teachers  and  better  care  for  the  men- 
tally ill  and  delinquent  children.  In 
fairness,  while  Texas  is  rich,  many 
Texans  are  not— witness  the  well-pub- 
licized financial  problems  of  Dallas 
Mayor  Wes  Wise. 

So,  no  one  in  Texas  has  seriously 
proposed  cutting  the  state's  oil  and 


gas  taxes  to  ease  the  strain  on  the 
rest  of  the  nation.  The  only  hint  of 
compassion  was  a  purely  parochial 
one  aimed  indirectly  by  Governor 
Dolph  Briscoe  to  help  the  state's  own 
public  utilities,  which  are  heavy  na- 
tural gas  users.  Briscoe  has  proposed 
cutting  the  utilities'  sales  taxes. 

Texas  Monthly,  a  magazine  with  a 
large  national  as  well  as  state  reader- 
ship, recently  carried  a  story  about 
Texas  becoming  an  independent  na- 
tion. "If  at  first  you  don't  secede,  try, 
try  again,"  ran  one  line.  The  tone 
seemed  tongue-in-cheek  (the  basic 
coin  would  be  called  the  cowchip  and 
Howard  Hughes  was  proposed  to 
head  the  Bureau  of  Missing  Persons). 
But  the  piece  noted  that  an  indepen- 
dent Texas  would  be  a  strong  na- 
tion, ranking  ninth  in  the  world  in 
gross  national  product,  third  in  GNP 
per  capita  and  fifth  in  petroleum  pro- 
duction (behind  the  U.S.S.R.,  Saudi 
Arabia,  the  U.S.  and  Iran). 

But  would  the  new  Republic  of 
Texas  join  OPEC?  ■ 
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Quality  Tells 


Not  many  businesses  still  deserve  to  be  called  growth 
companies,  but  Longs  Drug  Stores  is  one  that  does. 


lGINE  a  good-sized  company 
(over  $300-million  sales)  that  has  in- 
creased sales  and  earnings  in  every 
single  quarter  since  its  founding  near- 
ly 40  years  ago;  that  has  shown  a 
compounded  sales  growth  of  22%  and 
earnings-per-share  growth  of  25%  for 
a  decade;  and  that  with  no  hint  of 
leverage  has  made  from  23%  to  25% 
on  equity  for  the  last  five  years. 

True  to  form,  Longs  emerged  un- 
touched from  1974's  retailing  slump: 
Sales  were  up  22%,  earnings  up  19%  in 
the  fiscal  nine  months  ended  Oct. 
31.  Latest  12  months'  return  on  equity 
was  21.6%,  vs.  an  industry  median  of 
10.7%.  Of  the  21%  sales  increase, 
growth  in  actual  volume,  not  higher 
prices,  accounted  for  15%.  Retail 
analysts,  looking  with  trepidation  at 
1975,  see  a  barely  perceptible  de- 
cline, if  any,  for  Longs. 

At  62,  the  company's  reflective 
president,  Joseph  M.  Long,  likes  to 
attribute  Longs'  success  to  the  prin- 
ciple of  letting  employees  share  the 
wealth.  The  company's  incentive  bo- 


Small  appliances 
(above)  pull  customers 
into  highly  competitive 
Longs,  where  they  can 
also  try  out  sports 
equipment  (left).  Cal- 
ifornia drugstores  can 
carry  liquor;  Longs 
does,  in  volume. 
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nus  program  is  among  the  industry's 
most  lucrative,  permitting  a  store 
manager  to  earn  well  over  $40,000 
a  year.  The  quarterly  bonuses  extend 
down  through  a  store's  ranks  as  far 
as  the  half-dozen  assistant  depart- 
ment managers.  Even  Joseph  Long 
and  his  brother  Thomas,  co-founder 
and  now  chairman,  get  only  $20,000 
in  salary,  with  15%  of  net  income  go- 
ing into  employee  profit-sharing. 

But  the  managers  earn  their  hand- 
some salaries.  Each  is  wholly  respon- 
sible for  everything  that  goes  on  in 
his  store.  He  hires,  fires,  buys,  sets 
prices,  places  advertising.  The  main 
office  gets  involved  with  store  mer- 
chandising only  to  pass  along  word 
of  manufacturers'  special  promotions. 
Says  Chain  Store  Age  Drug  Editor 
David  Pinto:  "Longs'  managers  aren't 
saddled  with  a  lot  of  stuff  that 
doesn't  sell." 

This     decentralization     means     the 

real  management  controls  are  where 

the  action  is,  at  the  store  level.  And  it 

pays  off:   Each  Longs  store  averages 

$4  million  in  annual  sales, 

vs.      $500,000      for      the 

industry.      Its      $250-per- 

square-foot   sales    are   the 

best      in      the      industry, 

where  $100  is  average. 

Longs'  stature  in  the 
industry  brings  it  a  stream 
of  bright  young  mana- 
gerial candidates  willing 
to  put  in  the  five  years  or 
so  it  takes  to  become  a  store  man- 
ager. Long  says  the  best  prospects 
come  from  state  colleges,  not  busi- 
ness schools:  "We  generally  find  that 
business  school  graduates  have  to  go 
through  a  period  of  being  beat  down 
to  their  level,"  he  says. 

Longs  gives  its  managers  a  head 
start  by  locating  its  stores  in  middle- 
to  upper-middle-income  areas  where 
retail  expenditures  are  above  average. 
Ninety  percent  of  Longs  stores  are  in 
California,  the  rest  in  Hawaii,  with 
the  bulk  in  Northern  California, 
where  competition  is  less  keen.  When 
Longs  does  enter  Southern  California, 
it  avoids  highly  competitive  Los  An- 
geles proper  for  the  affluent  suburbs. 
Prices  at  a  Longs'  unit  are  often 
the  lowest  in  its  trading  area,  even  on 
first-quality,  brand-name  goods.  Its 
gross  margin,  at  less  than  25%,  is 
the  lowest  in  the  industry  (where 
33%  is  average).  Yet  pretax  margins 
don't    suffer,    because    of    the    traffic 
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such  low  prices  generate.  Chain  Store 
Age's  Pinto  says  that  a  Longs  store 
does  as  much  business  as  a  competing 
chain  store  twice  the  size. 

During  last  year's  spiraling  cycle 
X)i  price  increases,  Longs'  decentralized 
pricing  gave  it  an  advantage  over 
competitors  with  slower  central  pric- 
ing. "Because  the  managers'  bonuses 
depend  on  profits,  there's  little  time 
lag  between  costs  going  up  and  com- 
pensating price  boosts  to  the  con- 
sumer," says  H.C.  Wainwright  ana- 
lyst Daniel  J.  Meade. 

Longs  shuns  the  big-ticket  items, 
like  console  TVs,  that  are  poison  in  a 
downturn.  The  stores  don't  hesitate  to 
stock  promising  new  items,  but  usual- 
ly not  in  volume  until  the  item  proves 
itself.  They  use  food  promotions  with 
great  effect  to  build  traffic.  But,  says 
Pinto,  "Longs  has  never  lost  sight  of 
the  fact  they're  drugstores." 

Warehousing  expense  doesn't  show 
up  in  Longs'  breakout,  because  there 
are  no  warehouses.  Merchandise  is 
stored  in  the  unit  it  will  be  sold 
from.  But  the  storage  is  brief:  Longs 
turns  over  its  inventory  eight  times  a 
year,  vs.  four  times  for  the  industry. 

No  Man's  Debtor 

Longs  has  no  debt.  The  Long 
brothers,  who  started  the  company 
in  1938  on  $15,000  borrowed  from 
Joseph's  father-in-law,  Safeway  foun- 
der Marion  Skaggs,  have  a  personal 
aversion  to  owing  money:  They  saw 
their  father,  a  general  storekeeper  in 
California's  Mendocino  County,  wiped 
out  by  the  credit  crunch  that  pre- 
ceded the  Depression.  And  the  two 
brothers  still  control  51%  of  Longs 
stock.  But  the  company's  25%  return 
on  invested  capital  has  been  ample 
for  it  to  expand  entirely  from  within 
rather  than  by  borrowing  to  acquire 
as  most  competitors  have. 

Because  growth  is  internally  fund- 
ed, tight  money  and  high  interest 
rates  haven't  slowed  Longs'  expansion. 
Twelve  new  stores  were  opened  in 
1974,  8  to  12  are  set  for  this  year. 
And  there's  plenty  of  room  left  to  <  \ 
pand  in  California  and  Hawaii:  There 
are  only  82  Longs  outlets  now. 

Joseph  Long  emphasizes  that 
his  company  owns  hall  its  selling 
space.  "Present  accounting  methods 
don't  adequately  reveal  Indebtedness 
through  leasing,"  he  says  (Forbes, 
Jan.  15,  p.  42).  "We'd  be  happ)  II 
indebtedness  by  leasing  wen  put  right 
out  on  the  balance  sheet,  because 
then  we'd  be  tops  in  the  indusi  i 

Longs'  stock,  at  a  recent  47.  is  dow  n 
by  nearly  half  from  its  levels  "I  I 
and  1973,  but  it  still  commands  a 
price/ earnings  ratio  of  22,  high  in- 
deed for  this  market,  Even  in  a  beat 
market,  quality  tells.  ■ 
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Moo<fyk  Stock  Selector 
for  1975  could  lead  you  to  this  year's 
money  makers! 

Moody's  Handbook  of 
Common  Stocks  could  help  you  avoid 
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Data  includes: 


Nature  of  Business 
Ticker  Symbol 
Revenues 
Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price  Earnings 
Ratio 


Dividend  Payments 

Period 

Record  Date 

Payment  Date 

Last  Amount 
Average  Yield 
Price  Range  (Recent) 
Price  Range 

(10  years) 


Get  both  for  the  price 
of  the  Handbook  alone! 


This  is  Moody's®  special  once-a-year  offer 
to  provide  specific  recommendations,  facts 
and  advice  designed  to  help  you  make  intel- 
ligent investment  decisions,  to  help  you  se- 
lect money-making  stocks,  to  help  you  avoid 
costly  errors  in  judgment.  And  to  provide 
this  help  at  a  cost  less  than  the  commission 
on  your  next  market  transaction. 

33  Stocks  to  buy  — 

Moody's  Stock  Selector  for  1975  is  crammed 
with  ideas  designed  to  help  you  make  more 
profitable  investment  decisions  now  and  in 
the  critical  months  ahead.  In  Moody's  Stock 
Selector  for  1975  we  identify  33  stocks  that 
merit  your  attention  right  now.  Each  Moody's 
recommendation  is  backed  by  factual  infor- 
mation and  each  stock  is  categorized  to 
enable  you  to  focus  on  those  that  meet  your 
investment  objectives.  For  example: 

6  good-quality  growth  stocks 
5  depressed  stocks  with  turnaround 
potential 

5  energy  stocks 

6  recession-resistant  stocks 

5  high-yielding  stocks  with  modest 
appreciation  outlook 

6  speculations  for  aggressive  investors 

By  itself  Moody's  Stock  Selector  for  1975 
would  be  a  great  bonus  offer  to  the  Hand- 
book, as  part  of  this  special  once-a-year 
offer  we  are  also  including  Moody's  Indus- 
try Forecasts  for  1975  — a  vital  source  of  ad- 
ditional investor  information  on  the  41  indus- 
tries to  invest  in  or  be  cautious  of  in  1975. 

The  Handbook  of  Common  Stocks 

Are  you  satisfied  with  the  performance  of 
the  stocks  you  now  own?  Are  there  some 


you  should  sell?  Which  should  you  keep? 
When  someone' suggests  a  "hot"  stock  to 
you,  how  can  you  determine  whether  it  is 
really  a  wise  investment  or  not?  If  you're 
an  active  investor  you  should  have  facts 
readily  available  that  can  help  you  make 
•intelligent,  informed  decisions  and  avoid 
costly  mistakes. 

Very  often,  just  a  few  minutes  with  Moody's 
Handbook  will  give  you  the  data  you  need. 
From  cover  to  cover,  the  new  1 000  plus  page 
Handbook  is  packed  with  information  you 
should  check  before  you  consider  buying  or 
selling  any  stock.  The  current  edition  covers 
practically  every  common  stock  listed  on 
the  New  York  and  American  Stock  Ex- 
changes, plus  important  unlisted  securities 
as  well. 


Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

Over  1,000  active,  widely-held  issues  are 
covered  by  a  full  page  of  facts,  figures, 
charts  and  tables— data  which  span  1 0  years 
of  corporate  history.  In  addition,  the  vital 
statistics  of  about  1500  other  stocks  are 
listed  in  tabular  form. 

Whether  it's  a  stock  you  now  own  or  one 
you  are  considering,  once  you've  finished 
reading  about  it  in  the  Handbook,  we're  cer- 
tain you'll  know  far  more  about  it  than  when 
you  started.  Whether  you  should  buy  or  hold 
or  switch.  And  even  if  the  Handbook  helps 
you  make  only  one  profitable  buy— or  steers 
you  away  from  a  single  costly  mistake— it 
would  be  well  worth  its  surprisingly  low  cost. 

No  risk  trial  examination! 

Get  Moody's  Stock  Selector  for  1975  and 
Moody's  Industry  Forecasts  for  1975  as  a 
bonus  when  you  subscribe  to  Moody's  Hand- 
book of  Common  Stocks  for  just  $20— the 
cost  of  the  Handbook  alone!  If  you  are  not 
completely  satisfied  return  the  Handbook  for 
full  refund. 


MOODY'S  INVESTORS  SERVICE,  INC 

99  Church  Street,  New  York,  N.Y.  10007    (212)  267-8800  Ext.  370 


HFl 


□  Send  the  current  Moody's  Handbook.  My  prepayment  of  $20  is  enclosed. 

□  Send  the  Handbook  for  a  full  year,  (4  issues)  at  a  $20  savings  at  $60. 

□  Check  enclosed        □  Please  bill  me. 

/  will  receive  Moody's  Stock  Selector  and  Industry  reviews  for  1975  at  no  additional  charge. 

Include  local  sales  tax  where  applicable 


Name. 


Address. 


City. 


.  State  . 


•  Zip. 


"I  saw  all  those  new 
automatic  machines 
onyour  company's 
TVcommercial. 
What  happened  to 
the  jobs?" 


You  can't  blame  a  company  for 
wanting  to  show  off  its  shiny  new 
automated  computerized  produc- 
tion lines. 

They  cut  costs  and  improve 
margins. 

And  that's  exactly  what  a  com- 
pany's white-collar  prospects  like 
to  hear.  It's  sweet  music  to  the  ears 
of  security  analysts,  fund  manag- 
ers, customers,  future  customers 
and  prospective  junior  executives. 

The  white-collar  community  is 
for  cost-cutting  technology. 

The  blue-collar  community  is 
for...  jobs. 

It's  hard  for  blue-collar  thinking 
to  accept  the  theory  that  when  a 
machine  replaces  a  man. . .  the  man 
eventually  comes  out  ahead. 

The  answer  would  seem  to  be 
. .  .don't  deliver  a  white-collar  mes- 
sage to  a  blue-collar  audience. 

But,  that's  one  of  the  great  di- 
lemmas you  face  when  you  put 
your  corporate  advertising  on 
television. 

Even  some  product  advertising 
can  rub  some  people  the  wrong 
way.  But  corporate  advertising  can 
be  downright  controversial. 

That  big  TV  audience  is  such  a 
crazy  quilt  of  different  back- 
grounds, educations,  personali- 
ties, political  views  and  economic 


prejudices... it's  almost  impossi- 
ble to  talk  meaningfully  and  per- 
suasively to  some  groups  without 
saying  the  wrong  thing  to  some 
other  groups. 

If  a  corporate  TV  commercial 
is  specific  enough,  factual  enough 
and  aggressive  enough  to  per- 
suade white-collar  viewers... it's 
almost  certain  to  be  misunder- 
stood and  even  resented  by  those 
millions  of  blue-collars  looking  in. 

Since  the  middle  of  the  1960's. . . 
there's  been  a  real  fad  for  putting 
corporate  advertising  on  TV.  You 
would  think  that  with  this  rash  of 
positive,  PR-oriented  corporate 
commercials  the  image  of  big 
business  would  have  gone... up. 

Instead . . .  top  public  opinion  re- 
searchers report  just  the  opposite. 

1966    1974 
Public  confidence 

in  big  business 55%     21% 


Could  part  of  the  problem  be  that 
too  many  white-collar  messages 
have  been  seen  by  too  many  blue- 
collar  viewers? 

But  even  the  most  selective  TV 
programs . . .  NFL  Football,  for  ex- 
ample... give  you  an  overwhelm- 
ing majority  of  blue-collars  and  a 
small  minority  of  your  real  target 
audience. 

So... when  you  buy  this  unwel- 
come, unavoidable  majority  on 
TV. . .it  not  only  can  run  your  tar- 
get CPM  up  to  $388  compared 
with  only  $45  in  our  magazines . . . 
and  reduce  your  target  reach  from 
79%  to  only  16% ...  it  also  puts  you 
in  the  questionable  position  of 
talking  to  millions  of  the  very  peo- 
ple you  don't  want  to  talk  to  when 
you're  talking  business. 

Why  not  review  your  corporate 
advertising  objectives  with  one  of 
our  representatives . . .  soon? 


Newsweek 


Forbes 


Business  Week 


U.S.News&R^°oRRLTD 


^Time 


Where  your 

business 

isn't  everybody's 

business 


The  Money  Men 


Back  To  The  Drawing  Board 


Chase  of  John  M.  Chase 


In  the  mid-Sixties,  Boston  Brahmin 
John  Pierce  Chase  rated  as  one  of 
the  most  consistent  money  managers 
around.  His  Chase  Fund  and  Share- 
holders' Trust  of  Boston  earned  a  solid 
B  for  both  up  and  down  markets  in 
Forbes'  Mutual  Fund  Surveys.  When 
other  money  managers  were  concen- 
trating on  growth  stocks,  Chase  pur- 
sued what  he  calls  his  "trade  winds" 
philosophy.  He  looked  at  broad  world 
trends  in  politics,  economics  and  so* 
ciety  and  then  decided  which  indus- 
tries and  which  companies  would  be 
helped  and  hurt. 

Chase's  vantage  point  was  truly 
global.  His  John  P.  Chase,  Inc.,  was 
one  of  the  first  U.S.  investment  man- 
agement firms  to  open  an  office  in 
Europe  (Geneva),  and  he  was  an 
early  investor  in  European  and  Japa- 
nese stocks.  Chase  didn't  overempha- 
size the  latest  quarterly  earnings  re- 
port. Charts  left  him  cold.  Not  for 
him  were  the  IB  Ms  and  Xeroxes  and 
Avons  and  Kodaks  with  their  high 
multiples.  "No  stock,"  he  preached, 
"is  worth  a  higher  multiple  than  its 
own  growth  rate."  In  short,  if  a  com- 
pany's earnings  were  growing  at  10%, 
it  was  worth  ten  times  earnings— no 
more.  If  it  was  a  rare  exception,  IBM, 
say,  the  price/ earnings  ratio  could  be 
double  the  growth  rate. 

The  firm  grew  and  grew.  At  its 
peak  in  1972  it  managed  $1.5  bil- 
lion in  mutual  funds  and  hundreds  of 
private   investment   accounts.   Among 


its  prestige  accounts  was  the  Vatican 
—in  the  days  of  Pope  John.  "This," 
says  the  urbane  John  Chase,  "in  spite 
of  the  fact  that  I  am  a  Unitarian, 
which  is  as  far  from  a  Catholic  and 
as  near  to  an  atheist  as  a  Christian 
can  get." 

But  the  magic  has  ended.  Since 
then  Chase's  record  has  been  dismal. 
The  $1.5  billion  dwindled  to  a  cur- 
rent $450  million.  In  Forbes'  latest 
Mutual  Fund  Survey  (Aug.  15, 
1974)  Chase  and  Chase  Frontier 
Capital  Funds  ranked  a  terrible  F 
( for  failure )  in  down  markets. 

The  poor  portfolio  performance 
was,  of  course,  Chase's  fault:  He  re- 
mained basically  bullish  at  a  time 
when  the  big  trends  were  all  pointing 
to  bear.  He  failed  to  anticipate  the 
heights  to  which  interest  rates  would 
rise,  and  he  underestimated  the  eco- 
nomic consequences  of  the  oil  situa- 
tion and  the  political  consequences 
of  Watergate.  His  funds  remained 
overly  invested  in  stocks  and  sank 
with  the  market. 

New  Owners 

The  Chase  group  also  had  another 
problem.  In  1969  John  Chase,  while 
remaining  at  the  head  of  the  com- 
pany, sold  it  for  about  $12  million  in 
stock  (now  selling  at  about  $1  a 
share,  down  from  $30  in  1969),  to 
Continental  Investment  Corp.,  a  Bos- 
ton-based holding  company  newly  set 
up    by    a    couple    of    highfliers,    the 


brothers  Monte  and  Neil  Wallace.  At 
the  same  time  the  company  had  also 
gone  out  and,  using  $82  million  in 
borrowed  money,  acquired  Kansas 
City's  Waddell  &  Reed  mutual  funds 
group,  which  now  manages  some 
$1.5  billion,  including  the  United 
Funds  Group.  Scheduled  repayments 
on  this  debt  (originally  to  be  repaid 
by  1971)  have  been  postponed  again. 
Continental  has  just  signed  a  consent 
decree,  costing  $1  million,  with  the 
Securities  &  Exchange  Commission  for 
alleged  "improper  self-dealing  trans- 
actions." With  several  private  share- 
holders' suits  over  accounting  prac- 
tices still  pending  and  the  banks  badg- 
ering it  for  their  money,  the  corpora- 
tion has  been  under  fire  from  all  sides. 

All  this  was  obviously  a  big  drain 
on  the  Chase  firm.  Since  1969  it  has 
had  to  hand  over  almost  $5  million 
to  its  parent.  "Some  big  pension  funds 
have  told  us,  'We  like  your  trade 
winds  approach,  but  will  wait  until 
your  situation  with  your  parent  com- 
pany clears  up,' "  says  John  Chase. 
Also,  to  raise  money,  the  Wallaces 
sold  off  Chase's  European  operations. 
The  amputation  cost  Chase  the  man- 
agement of  nearly  $150  million  and  a 
huge  chunk  of  fee  income. 

Chase's  investment  subsidiary  is 
now  hoping  to  be  set  free.  John 
Chase  claims  there  have  been  at  least 
35  offers  to  buy  his  management  firm 
back  from  the  Wallaces'  parent  com- 
pany. And  the  banks  want  the  sale  to 


FORBES,    FEBRUARY    1,    1975 


41 


special 

opportunities 

to  reach  the 

top  officers  in 

America's  largest 

companies 

More  corporate  officers  in  America's  1 ,300 
largest  companies  read  FORBES  regularly 
than  read  Business  Week,  Fortune,  News- 
week, Time  or  U.S.  News  &  World  Report. 
This  fact  has  been  confirmed  repeatedly  in 
independent  studies  by  leading  research 
firms,  such  as  Erdos  and  Morgan  and  Opin- 
ion Research  Corporation's  Executive 
Caravan. 

Top  executives  read  and  rely  on 
FORBES.  It  provides  them  with  the  busi- 
ness information  they  need  in  making  ma- 
jor decisions  that  will  affect  the  operations 
and  profits  of  their  companies. 

Here  are  six  very  special  opportunities 
to  tell  your  corporate  or  product  story  ef- 
fectively and  efficiently  to  the  most  impor- 
tant audience  of  key  executives  in  the  U.S. 
—  as  they  reach  again  and  again  for  these 
annual  FORBES  reference  issues: 


FORBES  1975  Annual  Report 
Advertising  Section 

May  1,1975 

Let  your  annual  report  tell  your  corporate  story  t 
FORBES'  influential  investment-minded  audience 
(the  average  subscriber  owns  nearly  $150,00( 
worth  of  corporate  stocks;  45%  help  make  invest 
ment  decisions  for  others).  Last  year's  Annual  Re 
port  Advertising  Section  drew  more  than  a  millior 
responses,  with  an  average  of  5,000  inquiries  pei 
advertiser.  Sensibly-priced  1/a-page  units  are 
available. 

Closing  date  for  copy  and  illustration,  March  20 
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FORBES  20th  Annual 
Mutual  Funds  Issue 
August  15, 1975 


A  timely  and  insightful  guide  for  intelligent  in- 
vestors, the  Annual  Mutual  Funds  Issue  spotlights 
those  funds  which  are  outperforming  the  aver- 
ages and  earning  their  fees  during  a  critical  period 
when  most  are  not.  A  detailed,  statistical  analysis 
is  provided  to  measure  both  the  short-  and  long- 
term  performance  of  more  than  500  different  mut- 
ual funds  including  a  special  analysis  of  new  funds. 

Black  and  white  closing  date,  July  25 

Color  closing,  July  3 
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The  1975  FORBES  Directory  to 
America's  Leading  Corporations 
May  15, 1975 

The  most  complete  record  of  the  year  on  American 
business  with  facts,  figures  and  editorial  evalua- 
tions on  the  progress  of  hundreds  of  companies, 
with  special  focus  on  the  top  500  corporations  in 
assets,  sales,  net  profits,  stock  market  value  and 
growth  of  assets.  From  banks  to  utilities,  the  Direc- 
tory ranks  all  companies  and  spotlights  manage- 
ment performances.  Valuable  guidelines  for 
understanding  long-range  trends  are  included  in 
this  valuable  reference  issue. 

Black  and  white  closing  date,  April  17 
Color  closing,  April  3 
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FORBES  Special  Banking  Issue 
July  1, 1975 

A  timely  issue  that  provides  an  up-to-the-minute 
reference  on  the  ever  widening  scope  of  modern 
banking.  Researched  in  depth  and  written  by  bank- 
ing specialists,  the  issue  presents  a  statistical  pro- 
file of  the  100  largest  bank  holding  companies 
which  are  ranked  by  size,  growth,  profitability  and 
stock  data.  Rankings  of  the  50  largest  trust  opera- 
tions and  the  25  largest  foreign  banks  are  included 
in  this  annual  special  report. 

Black  and  white  closing  date,  June  10 
Color  closing,  May  20 
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FORBES  Special  Insurance  Issue 
September  1, 1975 

By  diversifying  into  disability,  health,  fire  and  casu- 
alty, and  credit  life  insurance  —  or  converting 
themselves  into  financial  conglomerates  —  insur- 
ance companies  are  total  money  management  or- 
ganizations which  are  expertly  analyzed  in  this 
special  annual  issue.  Included  is  a  statistical  run- 
down on  stockholder-owned  insurance  companies 
based  on  the  performance  yardsticks  of  current 
assets,  profitability,  growth  and  stock  data. 

Black  and  white  closing  date,  August  11 
Color  closing,  July  21 


The  FORBES  28th  Annual 
Report  on  American  Industry 
January  1, 1976 

A  probing  analysis  of  more  than  800  of  America's 
largest  corporations  based  on  FORBES  statistical 
yardsticks  of  management  performance.  Com- 
panies are  ranked  in  separate  lists  by  profitability, 
by  growth,  and  by  stock  market  performance. 
These  leading  U.S.  firms  are  also  arranged  by  in- 
dustry groups  and  subgroups  and  ranked  against 
their  competition. 

An  accurate  and  often-used  start-of-the-year 
guide  to  who  is  where  — and  why  — in  the  major 
corporate  community. 

Black  and  white  closing  date,  December  4 
Color  closing,  November  20 


These  special  FORBES  reference  issues  are  the  ideal  answer  to  reach  and  to  influence 
key  executives  in  highly  compatible  editorial  environments.  Plan  now  to  advertise  in 
these  issues.  Your  advertising  messages  enjoy  the  added  benefit  of  repeated 
opportunities  for  exposure  because  the  issues  will  be  read  and  referred  Ef*|*|%^^ 
to  throughout  the  year  by  the  men  who  own  and  run  American  business.      VJ  yr  S     ■ 


The  Money  Men 


help  pay  off  their  loans.  Mean- 
while Chase,  now  68,  has  in- 
stalled a  new  chief  executive, 
38-year-old  Frederick  G.P. 
Thorne,  a  Bowdoin-educated 
banker  hired  in  1961  from  State 
Street  Bank  and  Trust.  "We 
don't  have  a  good  recent  rec- 
ord," Thorne  concedes.  "We 
did  wonderfully  well  in  rising 
markets  but  badly  in  falling 
markets."  Thorne  reasons  that 
the  basic  Chase  philosophy  is 
correct  but  that  recent  applica- 
tion of  it  has  been  faulty.  "For 
example,"  he  says,  "our  analysts 
should  be  spending  more  time 
following  the  energy  shortage 
and  less  on  the  oil  industry  it- 
self. Which  means  that  they 
should  be  looking  not  just  at  oil 
stocks  but  also  at  coal  compa- 
nies and  even  outfits  like  Inger- 
soll-Band." 

Thome's     diagnosis     is     that 
Chase's  basic  perception  of  the 
trends  was  correct  but  that  its 
portfolio     implementation     was 
flawed    by    an    optimistic    bias. 
"We   were   too    optimistic,"   he 
says.  "If  we  had  reacted  to  what  we 
actually  pinpointed,   we  would  have 
been  much  better  off."  For  the  future, 
Thorne  expects  to  correct  this  bias: 
"We  expect  to  see  highly  volatile  mar- 
kets  for  the   next  few   years,   where 
bonds    and   short-term   money-market 
instruments  will  be  very  important." 
A  trading  philosophy,  in  short,  and  a 
new  willingness  to  hold  more  short- 
term  investments  and  bonds. 

Won't  trading  stocks  interfere  with 
picking  them  by  trade  wind  trends? 
Not  at  all,  says  Thorne.  He  points 
out  that  when  he  has  profits— as  he 
has  now— in  trade  wind  areas  like  fer- 


"Well,  back  to  the  old  drawing  board 
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tilizer  stocks  and  oil  service  compa- 
nies, he  will  sell  only  a  portion  of  the 
holdings.  The  funds  will  then  retain 
their  expertise  in  the  companies  as 
well  as  some  valuable  stocks. 

The  rest  of  Thome's  prognosis  is 
hardly  novel.  The  way  the  "trade 
winds"  are  blowing,  he  sees  a  con- 
tinuing shortage  of  capital,  continu- 
ing inflation  and  low  multiples  for 
stocks.  He  sees  more  barriers  to  world- 
wide trade  growing  out  of  balance-of- 
payments  problems  throughout  the  in- 
dustrial world.  He  sees  the  political 
power  of  the  masses  and  of  trade 
unions    dictating    continued    govern- 


ment deficits,  more  spending  on 
health  care— and,  later,  a  recov- 
ery in  housing.  Who  will  bene- 
fit? Thorne  cites  U.S.  Steel,  since 
trade  barriers  will  keep  out  ex- 
cessive steel  imports. 

John  Chase  himself  doubts 
that  the  market's  old  stars,  stocks 
like  Kodak,  will  soar  again.  "The 
star  performers  of  one  decade," 
he  says,  "rarely  repeat  in  the 
next  decade."  In  spite  of  his 
past  record  of  preference  for 
smaller,  second-tier  companies, 
he  now  prefers  the  lower-mul- 
tiple blue  chips,  stocks  like 
United  Aircraft,  Union  Pacific, 
Atlantic  Richfield.  "They  are 
bargains  at  today's  prices,"  he 
says.  "With  stocks  like  this,  the 
question  is  not  should  you  buy 
them  but  when  should  you 
buy  them." 

Although  Chase  has  lost  most 
of  its  European  listening  posts, 
the  firm  last  year  launched  Pre- 
cious Metals  Holdings,  a  fund 
that  now  owns  gold  stocks  but 
may  also  buy  bullion.  This  fund 
has  European  and  South  Afri- 
can directors  who,  he  hopes,  will  keep 
him  and  his  managers  global-minded. 
All  this  is  very  much  today's  con- 
ventional wisdom.  Yet  John  Chase 
made  his  mark  by  being  quietly  un- 
conventional. He  had  a  flair  for  read- 
ing the  newspapers  and  listening  to 
informed  people  and  then  translating 
what  he  learned  into  smart  stock  mar- 
ket decisions.  Fred  Thorne  has  the 
unenviable  task  of  trying  to  institu- 
tionalize John  Chase's  personal  genius 
—almost  a  contradiction  in  terms.  Can 
he  do  it?  Restoring  the  Chase  firm  to 
its  old  glory  will  not  be  easy— if  in- 
deed it  can  be  done  at  all.   ■ 


1,  1969 
Yorker. 


Young  Man,  Don't  Question  Your  Betters 


Early  in  his  professional  life,  John 
Chase  learned  to  mistrust  the  con- 
ventional investment  wisdom.  In  1928, 
fresh  out  of  Harvard,  he  went  to  work 
as  a  researcher  for  the  then  prestigious 
house  of  Lee,  Higginson  &  Co.  His 
employers  were  the  investment  bank- 
ers for  Ivar  Kreuger,  the  magnificent 
swindler.  Lee,  Higginson  was  convinced 
that  Kreuger  was  an  authentic  ge- 
nius; it  trusted  him  implicitly.  But 
one  of  Chase's  staffers,  a  fellow  Har- 
vard man  named  William  J.  Kirk, 
wanted  to  ask  12  very  tough  ques- 
tions. Chase's  bosses  were  outraged. 

"Young  man,"  a  senior  partner  told 
Chase,    "if   Kreuger   &   Toll   is    good 


enough  for  Lee,  Higginson  partners 
you  don't  have  to  ask  questions." 
Kreuger's  suicide  and  subsequent  ex- 
posure showed  who  was  correct.  Tak- 
ing Kirk  with  him,  Chase  left  to  set  up 
his  own  firm.  That  was  in  1932,  the 
nadir  of  the  great  bear  market. 

The  lesson  that  Chase  says  he 
learned  from  the  Kreuger  affair  was 
that  most  conventional  company  anal- 
ysis was  useless;  you  leam  only  what 
the  company  is  willing  to  have  you 
leam.  Better  to  use  as  your  starting 
point  what  is  going  on  in  the  world 
and  then  relate  this  to  industry  and 
corporate  trends.  He  combined  this 
with   a   kind   of   basic,    Ben   Graham 


type  of  value  analysis.  It  was  this 
that  led  his  firm  to  its  great  success 
in  the  Fifties  and  early  Sixties.  For 
example,  starting  with  a  study  of  the 
Marshall  Plan's  implications,  he  per- 
ceived the  great  value  in  then  de- 
pressed European  stock  prices. 

What  went  wrong  in  the  late  Six- 
ties and  early  Seventies?  Chase  says 
that  he  read  world  affairs  correctly, 
but  failed  to  draw  the  logical  stock 
market  conclusions;  he  stayed  bullish 
too  long.  Which  may  simply  be  an 
other  way  of  saying  that,  like  m;in\ 
another  great  market  seer  before  him. 
he  had  kept  his  methods  bnf  lost  his 
magic  touch. 
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All  Of  The  Joys, 

Few  Of  The  Headaches 

Here's  a  California  outfit  that  enjoys 
all  the  benefits  of  the  insurance  business 
with  few  of  the  drawbacks. 


Imagine  an  insurance  company  that 
never  has  to  pay  a  claim.  That  can 
hedge  against  losing  money  no  matter 
how  many  hurricanes  blow  in  off  the 
Gulf  or  how  high  the  cost  of  repair- 
ing dented  fenders  soars. 

That's  Los  Angeles'  Farmers  Group, 
Inc.  Its  president,  Robert  E.  Early,  57, 
runs  a  life,  fire  &  casualty  insurance 
operation  with  total  assets  of  $1.5  bil- 
lion at  the  end  of  1973,  and  annual 
premiums  of  nearly  $1  billion.  Cover- 
ing only  half  the  U.S.,  it  is  still  the 
third-largest  auto  insurer,  behind  only 
State  Farm  and  Allstate.  Yet  it  has 
never  had  to  settle  a  claim.  For  25 
years— some  of  the  worst  in  the  fire  & 
casualty  business— it  has  increased  its 
earnings  and  netted  a  consistent  20% 
or  so  on  stockholders'  equity.  In  1974, 
with  other  F&C  outfits  bleeding  bad- 
ly, Farmers  chalked  up  a  16%  earn- 
ings gain. 

There's  no  gimmick.  Farmers  Group 
is  simply  the  largest  of  the  so-called 
"reciprocal"  insurers.  It  has  salesmen 
like  other  insurance  outfits,  some 
8,000  of  them,  and  actuaries  who  de- 
termine which  policies  will  be  written 
at  what  price.  It  collects  premiums 
and  manages  an  investment  portfolio 
like  other  insurance  companies. 

Where  Farmers  Group  is  different 
is  that  the  policy  risks  belong  not  to 
Farmers  Group,  but  to  three  "recip- 
rocal insurance  exchanges"  for  whom 
it  acts  as  attorney-in-fact.  For  an  an- 
nual fee,  now  averaging  12%  of  earned 
premiums,  Farmers  Group  manages 
the  business.  But  when  it  comes  to 
paying  claims  and  claim  adjustment 
expenses,   taxes   and   salesmen's   com- 


missions on  renewals,  the  exchanges 
themselves  must  cough  up. 

On  the  other  hand,  Farmers  Group 
does  benefit  from  rate  increases.  As 
inflation  drives  up  claim  costs,  pre- 
miums tend  to  rise,  and  more  earn- 
ings flow  in  to  Farmers  based  on  the 
larger  premium  volume. 

In  the  year  ended  Sept.  30,  on 
some  $815  million  in  premiums  writ- 
ten by  the  three  exchanges,  Farmers 
took  in  fees  of  around  $98  million.  It 
netted  close  to  $30  million  after  taxes. 

It's  a  cozy  relationship  between 
Farmers  and  its  clients.  As  the  name 


Nonsmoking  drivers  are 
less  accident-prone,  a 
Farmers  Group  computer 
study  showed.  So  the 
company  gives  them  rate 
reductions  up  to  25%. 
Latest  offer:  Homeowners 
who  swear  off  cigarettes 
can  get  fire  and  casualty 
coverage  at  cut  rates. 


suggests,  Farmers  Group  was  the 
brainchild  of  two  former  farmboys, 
John  C.  Tyler  and  Thomas  E.  Leavey, 
who  in  1928  saw  a  need  for  cut-rate 
auto  insurance  for  California  crop 
growers.  They  started  what  is  now  the 
biggest  of  the  three  exchanges,  Farm- 
ers Insurance  Exchange,  and  set  up  a 
management  company,  today's  Farm- 
ers Group,  to  act  as  attorney-in-fact. 
Later,  as  freeways  replaced  byways, 
its  agents  spread  across  the  small 
towns  of  25  western  states. 

In  more  recent  years,  two  other  ex- 
changes—Truck   Insurance    Exchange 


and  Fire  Insurance  Exchange— have 
been  added.  The  former  offers  com- 
mercial insurance  lines,  the  latter 
homeowners  and  fire  insurance.  To- 
gether they  account  for  about  25%  of 
the  premiums  from  which  Farmers 
Group's  management  fee  is  paid. 

Why  has  Farmers  grown  so  big  in 
auto  insurance?  The  secret  is  price. 
Farmers  Group  is  a  direct  writer,  just 
like  Allstate  and  State  Farm,  with  its 
own  agents.  It  saves  the  expense  of 
extra  commission  dollars  paid  to  in- 
dependent agents  by  most  other  in- 
surance companies,  and  therefore  can 
price  its  policies  lower.  The  exclusive 
Farmers  Group  sales  force  also  im- 
proves the  likelihood  of  writing  profit- 
able insurance:  Home  office  comput- 
ers track  the  underwriting  record  of 
every  salesman,  and  underwriting  au- 
thority is  based  on  performance. 

Along  with  its  auto  insurance  en- 
tree, the  Farmers  Group  sales  force 
now  is  equipped  to  sell  life  insurance 


as  well.  Stepping  directly  into  under- 
writing itself,  Farmers  Group  acquired 
a  52.4%  interest  in  Farmers  New 
World  Life  Insurance  Co.  in  1953. 
The  underwriting  risks  in  life  insur- 
ance are  far  more  predictable  than  in 
auto  and  other  F&C  lines.  Today 
Farmers  New  World  is  growing  very 
rapidly.  Together,  Farmers  New 
World  Life  and  Investors  Guaranty 
Life  (71%  owned  by  Farmers  Group) 
boast  over  $7  billion  of  life  insurance 
in  force.  Annual  sales  topped  $1  bil- 
lion last  year. 

Farmers  Group  also  owns  a  life  in- 


Reciprocal  Insurers:  More  Mutual  Than  The  Mutuals 


In  1881  six  New  York  City  dry-goods 
merchants  agreed  to  provide  $2,000 
each  to  a  common  kitty  for  protec- 
tion against  fire  losses.  As  others 
joined  this  pool  of  risks,  the  mer- 
chants appointed  a  manager  with  a 
power  of  attorney  to  handle  the  as- 
sociation's day-to-day  insurance  busi- 
ness. Patterned  roughly  on  the  Lloyds 
of  London  model,  the  U.S.'  first  inter- 
insurance  exchange  was  born. 

This  share-the-risk  arrangement 
encouraged  the  formation  of  ex- 
changes for  other  casualty-conscious 
merchants    in    timber,    brewing    and 


baking.  Many  were  organized  on  a 
shoestring  and  subsequently  failed 
when  a  disaster  drained  the  avail- 
able capital. 

The  48  surviving  reciprocal  ex- 
changes are  similar  to  the  country's 
300-odd  mutual  companies,  since 
each  is  owned  by  policyholders.  But 
the  mutuals  are  self-managed,  while 
the  unincorporated  reciprocals  have 
an  attorney-in-fact  running  the  show, 
similar  to  Farmers  Group. 

The  reciprocal  exchanges  account 
for  a  modest  5%  of  the  $42-billion 
casualty  insurance  market.  Farmers  is 


the  largest  of  the  lot.  Next  is  pri- 
vately held  United  Services  Automo- 
bile Association  of  San  Antonio,  which 
specializes  in  preferred-risk  military 
coverage.  Several  auto  clubs  have 
also  gotten  into  the  act. 

Nowadays  an  exchange  subscriber 
still  pools  his  policy  risk,  but  his  lia- 
bility extends  only  to  the  premium 
payments  that  he  makes:  The  risks 
are  nonassessable.  But  like  the  19th 
century  dry-goods  dealers,  he  must 
still  "join"  the  exchange  and  ante 
up  a  modest  fee  for  the  privilege  of 
membership. 
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earnings    it 

,[  consolidate  since  nearly  half 

:   is  New  World  stock  is  owned 

public.  But  its  equity  in  Farm- 

;  arnings   comes  to 

und  302  of  its  own  total  net.  An 
investor  in  Farmers  New  World  Life 
currently  pays  about  $43  a  share  for 

30  in  earnings.  But  by  buying 
Fanners  Group,  he  can  get  52%  of  those 
earnings  plus  all  of  the  parent  com- 
pany's earnings  (an  estimated  $3.30) 
—all  for  roughly  the  same  price  of 
$43  per  share. 

Ten  percent  of  the  stock  is  still  in 
the  hands  of  co-founder  Leavey,  a 
tall,  self-effacing  77-year-old.  Leav  ey's 
heart  is  in  ranching  Hereford  cattle. 
but  he  remains  chairman  while  Bob 
Early  runs  the  day-to-day  operations. 
Co-founder  John  Tyler,  Leavey's  side- 
kick in  a  44-year  partnership,  died 
two  years  ago. 

Leavey  and  Early  are  both  lawyers, 
but  they  have  kept  a  farm-bred  phi- 
losophy uppermost  in  mind:  Tomor- 
row's weather  may  wipe  you  out. 
We  still  abide  by  our  founders'  con- 
servatism," says  Early.  Farmers,  in 
managing  its  exchange  business,  has 
avoided  rate-cutting  wars  and 
shunned  compromising  underwriting 
standards  that  have  backfired  on  oth- 
er casualty  insurers.  Marginal  under- 
writing losses  have  been  limited  to 
the  commercial  and  homeowners 
lines.  Even  last  year,  Farmers'  auto 
lines  earned  a  profit. 

Taking  The  Breaks 

The  company's  investment  port- 
folio is  a  tribute  to  capital  conserva- 
tion. Critics  complained  that  Farmers 
was  missing  the  boat  when  it  limited 
its  exchanges'  investments  in  equities 
to  30%.  But  this  year,  with  stock  in- 
surance companies  absorbing  horren- 
dous stock  market  losses,  Farmers 
Group's  investment  boss,  Richard  W. 
Rudy,  looks  like  a  hero.  Farmers'  ex- 
changes are  among  the  few  insurance 
companies  that  increased  their  cur- 
rent investment  surplus  in  the  last 
12  months. 

There  is,  however,  one  large  cloud 
on  the  horizon  that  could  spoil  this 
rosy  formula:  the  widespread  adop- 
tion of  no-fault  insurance  with  man- 
datory rate  cuts.  So  far,  in  California, 
the  company's  largest  market,  the  is- 
sue remains  a  political  football.  If 
the  Golden  State  goes  no-fault,  the 
resulting  drop  in  premiums  could 
hurt  Farmers'  earnings.  But  the  com- 
pany's flexible  management  fee  does 
offer  some  protection. 

Farmers  Group  now  serves  5.5  mil- 
lion  policyholders.   Wall   Street   skep 
tics  once  said:  "We  didn't  know  there 
were  that  many  farmers  in  the  coun- 
try." They  know  now.   ■ 
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One  Man's  Problem  .  .  . 


Malone  &  Hyde  got  big  helping  other  people  stay  small. 


It's  a  cliche,  but  a  true  one,  that 
when  there's  a  problem  there's  also 
an  opportunity.  Right  after  World 
War  II,  Joseph  Hyde  Jr.  saw  such  a 
problem:  Independent  food  stores 
were  being  swamped  by  chain  su- 
permarkets. Hyde's  solution:  Offer  a 
service  that  would  enable  the  inde- 
pendents to  compete.  Hyde's  service 
covered  everything  from  providing 
low-cost  groceries  to  site  selection  and 
financing.  In  the  years  since,  Malone 
&  Hyde,  a  small  Memphis  wholesale 
grocery  firm  founded  by  Joe  Hyde  Sr. 
in  1907,  has  become  a  $700-million- 
a-year  giant  with  a  fine  record  of 
earnings  growth.  Although  the  firm 
now  has  3,000  stockholders  and  is  list- 
ed on  the  New  York  Stock  Exchange, 
the  Hydes  still  own  29%  of  the  stock. 

Hyde  was  part  of  the  movement 
that  saved  the  independents  from  be- 
ing swallowed  up  after  World  War 
II  by  the  chains,  which  mushroomed 
from  34%  of  retail  food  sales  in  1948 
to  47%  in  1963.  But  the  chains  are 
now  holding  even  around  50%,  while 
affiliated  independents  are  up  to  432 
of  the  market  and  still  growing. 

Says  Hyde's  son  Joe  Hyde  III,  who 
took  over  the  top  spot  in  1969:  "Our 
owner-operators  can  operate  with  a 
heck  of  a  lot  lower  operating  costs 
than  the  chain  stores."  How  so?  "La- 
bor costs  are  more  than  50%  of  the 
tost  of  operating  a  store.  The  owner 
operator  doesn't  need  as  many  levels 
of  supervision  as  a  chain.  He  does 
more  of  the  work  himself,  and  usualK 
has  a  couple  of  family  members  pitch- 
ing in.  And  he  watches  his  costs  close 
ly."  Among  other  things,  Hyde  claims. 
his  affiliated  stores  suffer  less  pilferage 
—about  0.5%  on  sales,  is.  over  1%  for 
most  chains. 

Malone  &  Hyde  is  not  the  only  com 
pany  in  the  business.  Fleming  Cos. 
and  Super  Vain  Stores  are  ahead  of  it 
m  sales,  and  Scot  Lad  Foods  is  not  far 
behind  (though  losing  ground).  But 
Malone  &  Hyde  is  the  most  profitable, 
and  the  biggest  in  the  South. 

Since  taking  over  from  his  father 
now    64  and  living  in   Florida,  though 
still   a   member  of  the  board— Joe    III 
has  expanded  the  wholesaling  opt 
Hon,    added   a   couple   of   distribution 
(enters    and    gotten    more   volume   out 
of  older  facilities.   He  also  took   over 
distributing  some  items,  like  beef  and 
snack  foods,  that  previously  had  been 
shipped  directly  from  the  inanufactm 
er  to  the  store. 

M&H  had  been  operating  a  few 
sma'lcr  supermarkets  taken   ovei    from 


aging  independent  operators  who 
wanted  to  quit.  It  has  been  gradually 
selling  these  back  to  other  indepen- 
dents. But  it  has  been  building  (to 
keep)  60,000-square-foot  "super 
stores,"  paitly  because  the  experience 
will  enable  M&H  to  help  its  affiliates 
who  open  larger  stores  of  their  own. 

With  the  original  business,  then, 
Joe  III  has  been  essentially  a  good 
caretaker,  neither  jumping  oft  the 
deep  end  nor  allowing  the  companv  to 
stagnate.  But  like  any  determined  son, 
he  started  looking  for  ways  to  make 
his  own  mark.  Up  to  now.  he  has 
come  up  with  two  ideas  of  his  own- 
one  winner  and  one  loser 

The  winner  is  a  drugstore  Iran 
chise  operation  similar  to  the  plan  his 
father  worked  out  for  grocery  stores. 
Waving  a  sheaf  of  sales  material  for 
emphasis,  Hyde  explains:  "With  the 
chain  drugstores  taking  a  larger  mar- 
ket share,  we  saw  a  real  need  for  a 
program  for  independent  druggists. 
Wholesaling  in  drugs  is  highly  fray 
inented  now;  we  plan  to  change  that." 

llvde  is  convinced  that  the  com- 
pany's experience  in  groceries  will 
serv e  it  well  in  chugs.  "The  more  we 
get  into  this,  the  more  convinced  we 
are  of  the  similarities  to  our  original 
business."  The  program,  though  still 
small,  is  off  to  a  good  start,  and  the 
margins  are  even  wider  than  M&H 
racks  up  with  groceries. 

Merely  Human 

Hyde's  loser  also  looked  good  at 
first.  In  1972  he  picked  up  several 
catalog  showrooms  that  were  heavily 
oriented  toward  jewelry  sales.  But  the 
field  proved  crowded,  start-up  ex- 
penses were  big,  jewelry  sales  slumped 
in  the  face  of  skyrocketing  prices,  and 
llvde  concluded  that  "it  was  just  go 
ing  to  take  too  long  to  get  it  going. 
So    he    dropped    the    whole    idea    last 

year   and  took  a  $666,000  write-off. 

That    hardly    dented    the    vein's    re 
suits,     though.     Despite     price-control 
restrictions  that   made  it   haul   loi    Ma 
lone   &    llvde    to    pass    along   cost    m 
creases,  the  companv   earned  $9. 1   mil- 
lion in  the  year  ended  June  29,  a    l<> 
gain  over    1973,  on  sales  of   $719  mil 
lion.    At    last    year'fl   end,    M&H    was   al 
the   top   of    the    I  omii  s   five  ve.n    earn 
ings  ratings  lor  food  wholes. dels  with 
a   19.2'-'  return  on  equity. 

Maybe  Joe  llvde.  the  third  llvde 
to  head  the  company.  Inherited  the 
job.  But  that  just  seems  to  make  him 
all  the  more  determined  to  prove  that 
he  ought  to  he  there.    ■ 
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A  progress  report  on  the  RCA  Satcom 
System.  America's  first  operational  domestic 
communications  satellite  system. 

On  December  21, 1973,  RCA  Globcom's 
Satcom  System  became  operational  and 
substantially  reduced  the  cost  of  coast-to-coast 
communications. 

Today,  the  Satcom  System's  private,  voice- 
grade  leased  channels  are  providing  a  proved, 
cost-effective  alternative  to  overland  cable 
and  microwave  circuits. 

This  is  only  the  beginning. 

Later  this  year,  RCA 
Satcom  Phase  II  will  begin 


with  new  earth  stations,  an  advanced  design, 
high-capacity  satellite  (shown  below),  and 
extended  service  to  the  entire  United  States.  This 
service  will  include  applications  for  TV  and  CAT V 
transmission,  full  transponder  systems  and 
special  services  for  government  and  industry. 

For  information  on  how  the  RCA  Satcom 
System  can  benefit  your  company,  contact 
Satcom  Marketing,  RCA  Global 
Communications,  Inc.,  60  Broad 
Street,  New  York,  New  York  10004. 
lone:  (212)  363-3986. 

Global 
Communications 
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Faces  Behind  the  Figures 


Miller  of  Stanford 


Stanford  Beats  Harvard 


They  used  to  call  Stanford  Uni- 
versity the  Harvard  of  the  West,  but 
in  rating  business  schools,  you  might 
now  call  Harvard  the  Stanford  of  the 
East.  In  a  recent  MBA  magazine  sur- 
vey, 53  heads  of  the  nation's  busi- 
ness schools  rated  Stanford  first  in 
academic  quality. 

Arjay  Miller,  Stanford's  dean,  was 
pleasantly  surprised,  but  there  was 
one  hitch:  In  the  same  poll,  Har- 
vard stacked  up  first  in  delivering  the 
choicest  jobs  for  graduates. 

Miller's  formula  for  building  a  top- 
ranked  school  isn't  that  surprising. 
First,  he  says,  recruit  a  superior  fac- 
ulty. (He  has  drawn  names  like  Henry 
Rowen,  former  president  of  Rand 
Corp.,  Alain  Enthoven,  head  of  Sec- 
retary Robert  McNamara's  Pentagon 
"Whiz  Kids,"  and  Nixon  economic 
czar  George  Shultz. )  Next,  recruit  top 
students.  Last  year  Stanford  turned 
down  eight  applicants  for  every  one 
who  entered. 

Of  course,  an  MBA  isn't  required 
for  travel  to  the  top  in  business.  Mil- 


ler himself  doesn't  have  one,  and  he, 
was  once  president  of  Ford  Motor. 
But,  he  says,  it's  a  more  important 
ticket  these  days.  "At  Ford,"  he  re- 
calls, "out  of  440,000  employees,  the 
1,200  MBAs  accelerated  faster." 

When  he  left  Motor  City  and  head- 
ed for  Palo  Alto  five  years  ago,  Mil- 
ler had  one  educational  priority: 
broaden  the  school's  curriculum.  He 
wanted  Stanford's  graduates  to  be 
comfortable  with  pressures  from  ag- 
gressive regulators,  consumers  and 
minorities.  And  he  wanted  manage- 
ment by  objectives  to  apply  to  the 
public  sector  so  that  nonprofit  outfits 
could  survive  hard  times. 

How  does  managing  a  business 
school  compare  with  his  years  at 
Ford?  "It  takes  more  time  to  imple- 
ment decisions  in  academia,"  sighs 
Miller,  but  he  adds: 

"In  one  respect,  being  president  of 
Ford  was  less  training  for  being  dean 
of  Stanford  than  being  dean  here 
might  be  for  running  Ford.  An  execu- 
tive can't  order  things  around  the 
way  he  did  ten  or  20  years  ago.  These 
days  he's  got  to  listen  more."  ■ 


Sugar  Daddies 


Boswell  of  Great  Western  United 
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Nelson  Bunker  Hunt  and  his  broth- 
er William  Herbert  Hunt,  the  centi- 
millionaire  sons  of  the  late  eccentric 
oilman  H.  (for  Haroldson)  L.  Hunt, 
are  not  fools.  Then  why  were  they 
paying  $26  million  ($27.50  a  share) 
to  buy  control  of  a  company,  Great 
Western  United,  whose  shares  sold  at 
$1.50  just  over  a  year  ago?  A  com- 
pany that  ran  in  the  red  in  1973? 
That  has  conglomerated  into  such  un- 
related ventures  as  pizza  parlors  and 
land  development? 

Part  of  what  made  Great  Western 
United  so  sweet  was,  in  a  word,  sug- 
ar. The  company  is  the  largest  pro- 
ducer of  beet  sugar  in  the  U.S.  Since 
their  tender  offer  garnered  the  neces- 
sary 65.7%  control  in  December,  the 
Hunts  have  dispatched  G.  Michael 
Boswell,  a  34-year-old  attorney,  to 
Denver  to  take  charge.  Says  Boswell: 
"We  think  there's  been  a  fundamental 
change  in  the  economics  of  sugar. 
The  soaring  prices  made  that  situa- 
tion highly  identifiable."  Boswell  can 
say  that  again:  After  many  dismal 
years  Great  Western  suddenly  earned 
$18.09  a  share  in  the  six  months 
through  last  November.  Its  pretax 
profit  for  the  fiscal  year  ending  next 
May  31  will  approach  100%  on  equity. 

But  haven't  prices  come  down  from 
the  60-cent  level  where  sugar  sold 
last  fall  when  the  Hunts  made  their 


successful  bid  for  Great  Western? 
Yes,  but  at  the  recent  price  of  40 
cents  a  pound,  beet  sugar  is  still  ex- 
tremely profitable.  The  Hunts  clear] y 
think  sugar  prices  will  remain  high, 
what  with  world  population  growth 
out  of  control  and  wage  rates  rising  in 
countries  that  raise  cane  sugar. 

The  Hunts  may  be  wrong  about 
sugar,  but  they  do  know  about  cash. 
After  fiscal  1974's  huge  profit,  the 
Hunts'  $26-million  outlay  will  give 
them  control  of  much  more  than  that 
amount  of  cash— to  say  nothing  of 
GWU's  plants  and  earning  power. 
What's  wrong  with  buying  cash  at  a 
discount— with    sugar    as   a   side    dish? 

While  it's  a  sweet  deal  for  the 
Hunts,  it  may  represent  some  head- 
aches for  young  Mike  Boswell,  the 
man  who  put  together  the  Hunts' 
tender  offer.  The  farmers  who  sell 
GWU  its  beets  wanted  to  bin  the 
plants  themselves;  they  are  suing 
GWU  for  allegedly  not  paying  them 

their    fair    share    of    the    high    prices. 
The     Justice     Department,     alleging 
price-fixing,     is    suin.u,    too.    The    land 
development  subsidiary  is  still  in  tin 
red.    Shakey's,    GWU's    pizza    chain, 
wants  its  independence.  And  the  eon 
sumers    of    sugar    are    mighty     in. id 
But  then,  when   you're  earning  close 
to  100%  pretax  on  equity,  you've 

to  expect  50»ir  headaches.    ■ 


48 


FORBES,  FEBRUARY  1,  1975 


.. 


First  With  The  Most 

Since  Chairman  Robert  Herring  took 
charge  in  1967,  Houston  Natural  Gas 
has  been  outperforming  other  natural 
gas  utilities  (Forbes'  27th  Annual  Re- 
port on  American  Industry,  Jan.  1 ) . 
When  its  fiscal  year  ends  in  July, 
HNG,  on  revenues  of  $492  million, 
could  earn  $57  million,  about  $3.74 
a  share,  five  times  what  it  netted  in 
Herring's  first  year. 

Geography,  of  course,  helps.  Since 
90%  of  its  customers  are  industrial 
firms  in  the  Texas  Gulf  Coast  area, 
HNG  is  almost  wholly  intrastate  and 
thus  outside  the  tightfisted  control 
of  the  Federal  Power  Commission. 
But  what  really  sets  HNG  apart  is 
Herring's  foresight.  The  company  led 
the  way  in  renegotiating  contracts  on 
a  cost-plus  basis.  When  HNG's  own 
drilling  efforts  were  languishing,  Her- 
ring bought  an  exploration  and  pro- 
duction company  with  a  golden  arm. 
"Last  year  we  added  more  gas  than 
we  sold,"  says  Herring  proudly.  "We 
have  15  or  16  rigs  in  west  Texas, 
more  than  any  of  the  majors."  With 
gas  prices  now  tripled,  to  $1.25  or 
more  per  thousand  cubic  foot,  Hous- 
ton Natural  is  fortunate  indeed  in  pro- 


ducing a  full  12%  of  what  it  needs  to 
fill  its  own  pipelines;  others  produce 
as  little  as  1%. 

Herring,  now  53,  joined  HNG  when 
it  acquired  his  pipeline  company  in 
1963.  Stock  certificates  in  hand,  Her- 
ring went  shopping.  He  got  into  in- 
dustrial gases  by  buying  Liquid  Car- 
bonics,  the  largest  U.S.  producer  of 
carbon  dioxide,  and  into  coal  in  1973 
with  Zeigler  Coal  Co.,  which  has  over 
a  billion  tons,  six  mines  and  (like 
HNG)  a  spate  of  cost-plus  contracts. 
Soon  Herring  hopes  to  move  coal 
from  Colorado  to  Houston  by  pipeline. 

For  the  tenth  time  in  two  years, 
Bob  Herring  has  gone  to  Riyadh, 
Saudi  Arabia,  hoping  to  get  Petro- 
leum Minister  Ahmed  Yamani's  signa- 
ture on  a  $400-million  deal  with  Pe- 
tromin,  the  national  oil  company.  Un- 
der the  proposed  deal,  HNG  will  con- 
vert the  4  billion  cubic  feet  of  Saudi 
gas  now  flared  and  wasted  each  day 
into  methanol  and  ship  it  to  the  U.S., 
for  use  in  electric  utility  plants  that 
can  no  longer  get  the  natural  gas 
they  need. 

How  can  a  smallish  provincial  firm 
beat  out  the  competition  on  a  big  in- 
ternational deal?  Replies  Herring: 
"We  said  we'd  put  up  half  the  equity 


Herring  of  Houston  Natural 


money  and  then  raise  70%  of  the  costs 
through  bonds.  The  Japanese  wanted 
the  Saudis  to  finance  100%,  and  that 
upset  them  a  great  deal."  It  wasn't 
that  the  Saudis  couldn't  have  bank- 
rolled the  whole  thing  themselves— 
out  of  petty  cash.  It  was  just  that  they 
felt  more  comfortable  with  a  partner 
shouldering  part  of  the  risk.  Herring 
understood  this  psychology.   ■ 


Preventing 
Suitcase  Warfare 

Loren  Eiseley,  the  great  Univer- 
sity of  Pennsylvania  author  and  an- 
thropologist, recently  predicted  a  fu- 
ture of  "suitcase  warfare,"  in  which 
terrorists  would  utilize  miniaturized 
atomic  weapons.  They  would  be  able 
to  destroy  not  just  single  planes  or 
single  pubs,  but  whole  cities.  They 
could  hold  hostage  not  just  a  few 
people,  but  millions. 

Theodore  B.  Taylor  thinks  this  can 
be  prevented.  A  nuclear  physicist  who 
formerly  helped  design  nuclear  weap- 
ons for  the  Pentagon  and  reactors 
for  General  Atomic,  he  says  that  "it's 
a  fact  of  life  that  it's  easy  to  make 
inefficient  but  very  destructive  nu- 
clear explosives.  The  materials  from 
which  such  devices  could  be  made  are 
accumulating  in  at  least  35  countries." 

Worst  of  all,  Taylor  thinks  the  safe- 
guards on  the  storage  and  use  of 
weapons-grade  materials  are  so  lax 
that  "stealing  the  plutonium  or  urani- 
um necessary  to  make  a  militarily  use- 
ful bomb  would  probably  cost  only  a 
few  thousand  dollars." 

But  once  some  criminal  group  stole 
the     material,     wouldn't     they     need 


somebody  with  Taylor's  kind  of  ex- 
pertise to  build  the  bomb?  Nope.  "A 
fourth-year  nuclear  engineering  stu- 
dent could  build  a  weapon.  In  fact, 
Spme  intelligent  high  school  students 
—winners  of  National  Science  Fairs, 
say— could  probably  do  it." 

Some  years  ago,  Taylor  decided  to 
do  something  about  this.  In  1968  he 
set  up  a  small  consulting  firm,  Inter- 
national Research  &  Technology,  out- 
side of  Washington,  D.C.  The  little 
company  has  had  its  ups  and  downs- 
it  was  eventually  acquired  by  Los  An- 
geles' General  Research  &  Develop- 
ment. Under  contracts  to  the  Govern- 
ment and  Gulf's  General  Atomic  di- 
vision, Taylor  and  his  associates  have 
been  able  to  develop  plans  for  effec- 
tive and  economically  justifiable  nu- 
clear material  safeguards. 

"The  dollar  costs  of  safety  don't 
have  to  be  that  high,"  argues  Taylor. 
"For  less  than  1%  of  the  capital  cost, 
or  2%  of  the  operating  cost,  of  generat- 
ing nuclear  electric  power  you  could 
install  safeguards  that  would  make  it 
extremely  difficult  for  anybody,  even 
if  they  had  considerable  resources, 
to  steal  any  significant  amount  of 
material. 

"To  protect  from  predatory  groups 


all  the  nuclear  power  plants  that  will 
exist  in  1980  would  cost  somewhere 
in  the  ball  park  of  $200  million,"  he 
says.  A  big  number— but  not  when 
compared  with  the  risks.   ■ 

Taylor  of  International  Research 
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Faces  Behind  the  Figures 


merchants  Of 
A  Culture 

Roy  Miles,  a  38-year-old  London  art 
dealer,  recently  took  the  mountain  to 
Mohammed,  so  to  speak,  and  carted 
$2.5  million  worth  of  oil  paintings 
to  Kuwait  to  sell.  Back  in  London  last 
month,  Miles  claimed  to  have  made 
some  sales— one  bird  scene  to  a  Ku- 
waiti bank  and  possibly  two  or  three 
other  pictures  to  private  Kuwaitis.  But 
not  to  hang  in  their  houses  in  the 
Persian  Gulf  sheikdom;  for  their  Lon- 
don apartments.  "There  are  4,000 
Kuwaitis  with  apartments  in  London," 
says  Miles  with  a  touch  of  hyperbole. 

Miles'  effort  was  the  most  tangible 
evidence  yet  of  a  growing  feeling  in 
the  art  world  that  a  crash  is  coming 
unless  somebody  does  something  to 
interest  the  new  rich  of  the  Middle 
East  in  Western  art.  The  autumn 
sales  figures  from  the  great  art  auc- 
tion houses— the  London-based  Chris- 
tie's and  Sotheby's  (which  also  owns 
Parke-Bernet  of  New  York)— are  chill- 
ing. Sotheby's  worldwide  sales  were 
down  by  25%,  to  $65.7  million,  since 
the  fall  season  of  1973.  Christie's 
totals  were  off  by  22%,  to  $30.7  mil- 
lion, from  the  like  1973  period. 

Putting  a  brave  face  on  conditions, 
Christie's  erudite  spokesman,  John 
Herbert,  points  out  that  one  Lebanese 
dealer  did  buy  13  Impressionist  paint- 
ings in  one  of  Christie's  sales:  "Land- 
scapes and  still  lifes  mostly."  Herbert 
believes  that  the  Arab  world  will  be- 
come a  market  for  Western  art,  but 


only  over  quite  a  long  term  and  with 
the  aid  of  careful  advice  and  nurture 
from  the  London  experts.  Christie's  is 
sending  out  one  of  its  directors  on  a 
second  swing  through  the  Persian 
Gulf  States,  not  so  much  to  sell  as 
to  "visit  the  relevant  people  and  t6 
determine  how  we  can  give  advice," 
says  Herbert.  "In  a  way,  it  is  a  little 
like  James  Christie  [founder  of  the  auc- 
tion house  in  1766],  who  evaluated 
Old  Masters  for  Catherine  the  Great 
of  Russia,"  he  adds— hopefully. 

Independently,  a  group  of  London 
art  experts  in  every  field  from  paint- 
ings through  porcelain,  from  gold  and 
silver  to  furniture,  has  been  organized 
to  offer  advice  to  the  Arabs  on  art 
investments.  London  dealer  Hugh 
Leggatt  heads  that  group.  To  reports 
that  the  Arabs  are  interested  only  in 
carpets,  Leggatt  explodes:  "I  think  it 
is  insulting  really  to  say  of  them  that 
they  will  only  be  interested  in  works 
from  their  own  experience.  They  will 
want  to  have  the   great  collections." 

Maybe  so.  But  Roy  Miles,  back 
from  Kuwait  and  still  holding  the 
great  bulk  of  the  paintings  he  took 
out  there,  appreciates  that,  as  a  peo- 
ple, the  Arabs  "have  channeled  their 
artistic  spirit  into  their  carpets  and 
into  calligraphy,"  the  sensuous  script 
of  the  Arabic  language.  Miles  him- 
self deals  mostly  in  English  and  Dutch 
(always  termed  Flemish  in  view  of 
the  recent  Arab  tiff  with  Holland) 
paintings  of  the  17th  through  19th 
centuries.  He  reports  greatest  interest 
in  landscapes  and  racing  pictures  and 


a  peculiarly  oriental  sales  procudure: 
"My  dear,  one  sits  on  the  floor  for 
absolute  hours  at  a  time  discussing  a 
painting,  only  to  have  to  repeat  every- 
thing the  following  day  for  the  man's 
cousin  and  the  day  after  for  the 
whole  family."  The  judicious  use  of 
baksheesh  (palm-greasing),  he  says, 
is  definitely  not  discouraged. 

In  spite  of  the  somewhat  lackluster 
results  of  his  exhibition,  Miles  says 
he  is  happy  he  went  to  the  Gulf.  "I've 
been  there,  and  now  have  an  under- 
standing," says  the  one-time  hairdress- 
er and  purveyor  of  cosmetics  who  has 
been  in  the  art  game  for  some  eight 
years  now.  He  is  able  to  retire  at  least 
one  shibboleth  concerning  the  Arabs 
and  art:  namely,  that  the  traditional 
Koran  proscription  of  graven  images 
forecloses  an  interest  in  painting. 
"That  was  repealed  with  the  advent 
of  photography,"  says  Miles.  "Every 
room  you  go  into  has  a  photograph." 

Maybe.  But  the  basic  message  is 
clear:  The  folks  with  the  money  these 
days  are  strangers  to  Monet  and 
Rembrandt,  Titian  and  Reynolds,  peo- 
ple with  no  tradition  of  wall-painting 
art.  But  the  situation  is  not  hopeless. 
The  hit  of  the  London  season  last  year 
was  the  sale  of  two  Persian  court 
paintings  from  the  17th  century.  One 
was  purchased  by  a  dealer  who  sat 
next  to  the  brother  of  Shah  Moham- 
med Riza  Pahlevi  of  Iran  in  the  auc- 
tion room.  The  other  went  to  a  shrewd 
English  lady  who  is  reported  to  be 
holding  out  for  a  higher  price  from 
the  same  Teheran  family.  ■ 


Art  Dealer  Miles 
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Diners  Club  vs.  Diners  Club. 

These  cards  may  look  alike. 

But  the  one  on  the  right  can  make  a  significant  difference  in  your  company's 

cash  flow— more  important  than  ever  in  today's  economy. 

Read  how  and  why. 


The  one  on  the  left:  an  individual  Diners  Club  card. 

The  one  on  the  right:  a  corporate  Diners  Club  card. 

Why  is  that  so  important? 

Because,  if  your  employees  are  using  their  own 
charge  cards  for  company  expenses,  you  have  a  cash 
flow  problem  you  don't  need  to  have. 

For  example: 

Suppose  one  of  your  employees  spends  $80 
entertaining  important  clients.  And,  because  you  don't 
have  a  company  card,  he  puts  the  bill  on  his  personal 
card. 

Next  day,  he's  reimbursed.  Gets  his  $80  back. 

But  his  bill  may  take  a  month  or  more  to  come  in. 

In  the  meantime,  he  has  the  use  of  your  $80.  (Or,  if 
he  uses  a  cash  advance  instead  of  a  cardjie  may 
have  the  use  of  your  $80  even  longer.) 

In  effect,  you've  lent  it  to  him.  Interest-free.  Instead 
of  having  the  money  on  hand  for  other  company 
expenses  (or  in  the  bank  to  earn  money). 

Consider,  on  the  other  hand, 
the  corporate  card. 

Now  things  are  different. 

Your  company  is  the  one  with  the  account. 

When  one  of  your  people  charges  something,  he 
doesn't  get  the  bill.  So  he  doesn't  need  to  be  reimbursed. 

Instead,  you  keep  your  money  on  hand  for  the 
month  or  more. 

The  $80.  And  maybe  thousands  more. 

Other  advantages  of 
the  corporate  card. 

It  makes  it  much  easier  for  you  to  control  expense 
accounts. 

Only  you  decide  who  gets  one  and  who  doesn't.  For 
keeping  the  lid  on  unauthorized  spending. 

And  a  good  deal  of  your  bookkeeping  is  done  for 
you.  With  just  one  bill  coming  in  at  the  end  of  the 
month.  Itemized  to  make  it  easy  for  you  to  spot 
anyone  who  may  be  overdoing  it. 


So  much  for  Diners  vs.  Diners. 
Now  for  Diners  vs.  other  executive  cards. 

The  difference  between  having  a  corporate  card  and 
not  having  one  is  essentially  this:  money. 

And  that,  too,  is  the  reason  to  select  Diners  Club 
over  other  corporate  cards. 

Other  corporate  cards  charge  up  to  $20  for  each 
employee. 

Diners  rates  are  as  follows: 

$20  for  the  first  or  primary  card. 

But  $7.50  for  every  card  after  that.  No  matter  how 
few  or  how  many. 

For  less  money,  you  enjoy  the  security  of  knowing 
that  your  people  can  charge  at  more  places. 

Because,  around  the  world,  Diners  Club  is  honored 
at  tens  of  thousands  more  places  than  American 
Express. 

For  more  information,  use  the  coupon  below.  Or,  if 
you  have  more  than  20  employees  to  be  included  in 
your  corporate  card  program,  call  Jack  Mayer,  Director 
of  Corporate  Accounts,  collect  at  (212)  245-1500. 


<D 


Executive  service  is  our  business 


20-39-994 

Mr.  Jack  Mayer,  Director  of  Corporate  Accounts 

DINERS CLUB 

10  Columbus  Circle,  New  York,  N.Y.  10019 

Please  send  me  information  on  the  Diners  Club 
Corporate  Card  program. 

Name 


Company. 
Position 


Address. 


City_ 


_State_ 


^ip_ 


Approximate  number  of  employees  to  be  included  in  your 
V    corporate  card  program 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$300,000,000 


Union  Carbide  Corporation 


8V2%  Debentures  Due  2005 


Interest  payable  January  15  and  July  15 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 


Incorporated 


THE  FIRST  BOSTON  CORPORATION 


GOLDMAN,  SACHS  &  CO. 


KUHN,  LOEB  &  CO.        MERRILL  L  YNCH,  PIERCE,  FENNER  &  SMITH        SA LOMON  BROTHERS 

Incorporated 

BLYTH  EASTMAN  DILLON  &  CO.        DILLON,  READ  &  CO.  INC.        DREXEL  BURN  HAM  &  CO. 

Incorporated  Incorporated 


HALSEY,  STUART  &  CO.  INC. 

Affiliate  of  Bache  <$•  Co.  Incorporated 

E.  F.  HUTTON  &  COMPANY  INC. 


HORN  BLOWER  &  WEEKS-HEMPHILL,  NOYES 

Incorporated 


KIDDER,  PEA  BODY  &  CO. 

Incorporated 


LAZARD  F  RE  RES  &  CO. 


LEHMAN  BROTHERS  LOEB,  RHOADES  &  CO.  PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated  Incorporated 


REYNOLDS  SECURITIES  INC. 


WHITE,  WELD  &  CO. 

Incorporated 


SMITH,  BARNEY  &  CO. 

Incorporated 


WERTHEIM  &  CO.,  INC. 


DEAN  WITTER  &  CO. 

Incorporated 


January  15,1975. 
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Composed  of  the  following:  Commerce  privately  owned  housing  starts) 

Production  Consumption 

•  How  much  are  we  producing?  (Federal  Re-  •  How  much  are  people  spending?  (Depf.  of 
serve  Board  Index  of  Industrial  Production)  Commerce  retail  store  sales) 

•  What  volume  of  hard  goods  are  we  ordering''  •  To  what  extent  are  consumer*  going  into 
(Dept.  of  Commerce  latest  three  months  new  debt?  (Federal  Reserve  net  change  in  con- 
orders  ot  durable  goods  related  to  inventories)  sumer  installment  debt) 

•  How  intensively  are  we  building''  (Dept.  ot  •  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept. 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


Market  Comment 


The  Possible 
And  The  Improbable 

By  L.  O.  Hooper 


At  long  last  the  President  and 
Congress  are  trying  "to  do  some- 
thing." On  many  things  they  agree  in 
principle,  if  not  in  detail.  Both  want 
a  tax  cut  to  increase  the  public's  buy- 
ing power.  Both  want  prices  to  come 
down  to  ease  inflation.  Both  want 
easier  money.  Both  have  begun  to 
tackle  an  impossible  oil  situation;  and 
in  this  area  there  may  be  some  unity 
in  spite  of^a  lot  of  flack.  Both  have 
been  too  Jong  reluctant  to  do  the 
necessary  unpleasant  things.  Con- 
gress wants  steeper  tax  cuts  than  the 
President  does.  The  President  is  re- 
luctant to  spend  as  much  as  Con- 
gress intends  to  spend.  Apparently 
there  will  be  union  on  some  things, 
dissension  and  delay  on  others. 

So  the  people  and  the  stock  mar- 
ket watch  Washington.  The  universal 
yen  is  for  better  times.  The  demand 
is  for  positive  action  to  ease  inflation, 
increase  the  available  supply  of  goods 
and  services  at  lower  prices,  end  an 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


unacceptable  level  of  unemployment, 
turn  recession  into  improvement  and 
reduce  all  kinds  of  taxes.  Men  in  pub- 
lic office  are  expected  to  deliver  the 
goods.  They  know  they  will  be  pun- 
ished at  the  polls  if  they  do  not. 

Most  people  are  impatient,  but  less 
discouraged  or  despairing.  Washing- 
ton has  begun  to  act,  even  if  it  does 
not  know  exactly  what  to  do.  Ameri- 
cans by  nature  are  an  optimistic  peo- 
ple. The  stock  market,  which  during 
most  of  1974  was  unwilling  to  think 
good  about  anything,  has  begun  to 
hope.  The  January  recovery  was  a 
snapback  from  a  deeply  oversold  con- 
dition, but  in  a  broader  sense  it  ex- 
pressed a  recovery  in  hope.  It  is  im- 
portant to  try  to  evaluate  which 
hopes,  and  how  much  hope,  at  this 
juncture  are  justified.  Collaterally,  it 
may  be  useful  to  think  about  how 
soon  hope  can  come  to  fruition. 

This  is  the  time  to  evaluate  the 
validity  of  the  stock  market's  hope. 
One  way  to  do  this  is  to  set  down 
(according  to  the  insight  of  each  one 


of  us)  the  things  which  are  probable, 
those  that  are  possible,  and  those  that 
are  improbable.  Then  expect  that  the 
stock  market,  in  its  wisdom,  will  be- 
have as  it  should.  I  am  tempted  to 
remark  here,  however,  that  the  stock 
market  is  not  always  right.  The  mar- 
ket is  not  always  as  wise  as  the  blood- 
less verdict  is  supposed  to  make  it. 

As  I  see  it,  the  following  things 
are  probable:  1)  Moderately  lower 
taxes  for  individuals,  and  higher  taxes 
of  various  kinds  on  oil;  2)  lower  in- 
terest rates  on  short-term  money,  and 
slightly  lower  interest  rates  on  long- 
term  money;  3)  corporation  earnings 
lower  than  in  1974,  perhaps  25%  low- 
er or  more;  4)  depressingly  high  oil 
and  other  energy  costs;  5)  some  eas- 
ing of  inflation  pressures  from  a  12% 
rate  to,  perhaps,  a  6%  to  8%  rate; 
6)  business  deterioration  into  the 
third  quarter  with  visible  recovery  in 
the  fourth  quarter;  7)  a  widely  fluc- 
tuating stock  market  without,  how- 
ever, a  recurrence  of  last  year's  most 
extreme  bearish  conditions. 

Again,  as  I  see  it,  there  are  some 
other  things  that  are  possible,  but 
much  less  assured  on  the  basis  of  the 
present  reading:  1)  some  kind  of 
peace  in  the  Middle  East  accompa- 
nied by  an  important  easing  in  oil 
prices  late  in  the  year,  making  pos- 
sible a  greater  easing  in  inflationary 
pressures,  since  high  oil  prices  at  the 
moment  look  like  a  hard  inflationary 
nut  to  crack;  2)  military  action  might 
well   occur   somewhere   if   something 
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LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•     •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


•     • 


•     • 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505—623-0507 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  %  to  %  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  tor  FREE  92-page  Catalog! 

!    EMPIRE  DIAMOND  CORP.,  Dept74oTo6th"f7~~ 
Empire  State  Bldg.,  New  York,  N.Y.  10001 


I 


Name. 


•    Address Zip. 


Ptor  executives  and  professional  peop/e^S 
r.AAiifih.U4ir  1 


LOANS  by  MAIL 

S2&TL  $10,000 

Personal,     private.     No    security    required.    Your 
signature    only.    All    details    arranged    rapidly    by 
mail.    Reasonable   rates.    Please   mail   coupon   for 
k^  full   information.   No  obligation. 

rC.  E.  Wilson,  Vice  President 
POSTAL  THRIFT  LOANS,  INC.,  Dept.  150-02 

703  Douglas  St.,  Sioux  City,  Iowa  51102 
Please  send  complete  information  in  plain  envelope. 

Name ___^___ 


4 

02^ 


-State. 


-Zip- 


one  of  THE  ST.  PAUL  COMPANIES 


does  not  "break"  in  the  Middle  East 
situation;  3)  some  real  cooperation 
and  joint  action  by  all  of  the  world's 
major  oil  consumers,  which  thus  far 
has  been  nothing  but  a  fond  hope; 
4)  an  easing  of  environmental  pres- 
sures; 5)  a  reluctant  decrease  in 
spending  by  municipal  and  state  gov- 
ernments; 6)  the  emergence  of  strong- 
er governments  at  home  and  abroad 
to  replace  current  weak  governments 
in  most  Free  World  countries. 

Still,  as  I  see  it  from  my  far  from 
omniscient  ivory  tower,  there  are 
some  things  that  are  improbable: 
1)  Any  new  bull  market  even  re- 
motely resembling  the  speculative  ex- 
cesses of  the  late  1960s  and  early 
1970s  is  unlikely.  There  has  to  be  a 
new  generation  of  gamblers  to  give 
us  that.  2)  I  don't  see  any  new  boom 
in  most  high-multiple  growth  stocks. 
Too  many  institutional  clients  are 
stuck  with  them  at  absurd  prices. 
3)  There  should  not  be  the  boom  in 
basic  commodity  prices  that  we  saw 
in  1974.  4)  There  is  little  chance  of 
any  important  recovery  in  general 
business  conditions  until  late  in  the 
year  or  of  any  sizable  reduction  in 
the  unemployment  figures  earlier  than 
the  fall. 

Excellent  Values 

The  recent  action  of  some  of  the 
few  well-behaved  stocks  of  late  1974 
shows  that  folks  are  not  looking  a  gift 
horse  in  the  mouth  when  it  comes  to 
taking  profits.  Notice  the  sharp  set- 
backs in  some  of  the  fertilizers  and 
oil-drilling  related  issues.  I  counsel 
against  following  vogues  too  long  in 
any  stock  or  in  any  group.  Most  peo- 
ple have  losses  that  they  can  use  to 
offset  profits  and  thus  avoid  capital- 
gains  taxes. 

However,  after  these  formerly  pop- 
ular vogue  stocks  suffer  good  cor- 
rections, they  are  sometimes  excellent 
values.  Examples,  I  think,  are  the 
coal-related  rails  like  Burlington 
Northern  (40)  and  Union  Pacific 
(65).  These  roads  are  constantly  gain- 
ing new  coal  traffic,  as  well  as  selling 
more  and  more  of  their  own  coal.  Both 
earned  about  $7  a  share  last  year 
($10  in  1975  is  possible  for  Burling- 
ton), in  spite  of  less  than  normal 
granger  traffic  due  to  poor  crops.  I 
would  not  hesitate  to  buy  Hughes 
Tool  (66)  on  the  setback  in  the  oil- 
drilling  group.  The  company  is  one  of 
the  few  for  which  I  visualize  better 
earnings  this  year.  It  is  the  Cadillac 
of  the  group. 

The  New  York  Public  Service  Com- 
mission has  been  forced  to  be  liberal 
in  its  rate  awards  to  save  Consolidat- 
ed Edison's  services  to  the  New  York 
City  and  Westchester  County  public. 
Analysts  are  impressed  with  its  prompt 


and  adequate  rate  increases.  I  don't 
see  how  all  this  can  fail  to  rub  off 
on  the  other  electric  utilities  operat- 
ing in  New  York  State.  One  that  im- 
presses me  most  favorably  is  Long  Is- 
land Lighting  (12),  which  pays  a 
$1.46  dividend  to  return  about  11.5%. 
Such  a  dividend,  plus  some  moderate 
appreciation,  should  give  a  return 
higher  than  available  in  most  stocks. 

The  golds  have  recently  lost  some 
of  their  glitter.  Because  no  one  now 
knows,  or  will  know  for  a  long  time, 
just  what  gold  is  really  worth,   and 
because  the  price  of  the  metal  is  sure 
to  fluctuate,  I  regard  the  gold  shares  1st  a 
as    excellent   in-and-out    speculations,    ors 
The  trick  is  to  buy  them  when  the  L 
metal  is  soft  and  the  gold  bugs  dis-  L 
couraged,  and  to  sell  them  when  there  L 
is    a   boom    in    gold;    don't   put   too  II 
much    of    your    trading    money    into  L, 
them  at  any  time.   Purely  as  an  in-  ] 
and-out    speculation,    I    would    buy  I 
ASA  Ltd.  in  the  60-70  range  and  try  I 
to  sell  it  in  the  90-95  area.  Of  course,  ' 
it    involves    some    risk    (all    outright 
speculation  does ) ,  but  this  stock  prob- 
ably will  continue  to  give  you  plenty 
of  action.   Don't  ask   me  what   it   is 
really  worth.  I  don't  know. 

Once  in  a  while  I  see  a  low-priced, 
over-the-counter  stock  which  appeals 
to  me.  I  have  been  looking  at  Farmer 
Brothers  Co.  (around  10)  of  Tor- 
rance, Calif.  This  company  imports 
coffee,  tea,  spices  and  allied  prod- 
ucts and  sells  chiefly  to  fast-food  mer- 
chandisers, restaurants,  hospitals  and 
institutions.  Among  its  customers  are 
McDonald's,  Sambo's  and  Marriott. 
Profit  margins  normally  are  quite 
high,  but  there  are  risks  chiefly  re- 
lated to  contracts  and  the  price  of 
coffee,  which  I  understand  is  now  in 
good  supply.  The  stock,  which  is  be-  ] ,  yj 
ginning  to  attract  attention  of  brokers 
in  and  around  San  Francisco,  pays  an 
indicated  dividend  of  40  cents,  earned 
$1.09  in  1973  (a  bad  year)  and  prob- 
ably about  $2  in  1974,  and  better 
results  are  expected  in  1975.  The  fi- 
nancial position  is  good,  stock  capi- 
talization is  reasonable  and  expan- 
sion into  vending  machinery  for  cof- 
fee is  a  possible  plus. 

In  the  previous  issue  I  mentioned 
the  coal  shares  favorably.  An  analyst 
friend  who  is  something  of  an  expert 
in  this  field  has  given  me  some  earn-  ] 
ings  estimates:  Pittston  (40)  $5.90  in  j 
1974  and  $7.50  in  1975;  West  man- 
land  (46)  $10  and  $15;  Eastern  Gas  » 
6-  Fuel  (27)  $4.75  and  $6.80;  North 
American   (30)    $2.40  and  $3.   Both 
Peabody  Coal  (Kennecott)  and  Con 
solidation     Coal     (Continental     Oil) 
should   do   much   better  this   yen.    I 
gather  that  President  Ford's  influence 
will  go  toward  better  control  of  the 
harassment  by  the  environmentalists. 
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HALF-PRICE  TRIAL  OFFER 


Put  Babson's  on  your 
Investment  Team  for  the  next 
Two  Months  for  only  $5. 


ere  is  a  great  opportunity  to  check  your  own  investment 
trategy  for  '75  with  Babson's  —  one  of  the  Country's  old- 
st  and  largest  independent  investment  advisory  organiza- 
ons. 

very  Monday  morning  for  two  full  months  you  will  get  pro- 
jssional  investment  advice  on  the  market  —  buy,  hold  and 
ell  advice  on  stocks  in  the  news  —  industries  on  the  move. 
II  for  only  $5.00  —  half  the  regular  fee. 

ou  will  join  the  thousands  of  Babson  clients  who  regularly 
sceive  the  Investment  and  Barometer  Letter  in  the  U.S.  and 
\  many  other  Countries  throughout  the  world. 

he  famous  weekly  investment  service  with  the  familiar  blue 
order  carries  the  carefully  researched  investment  opinions 
f  the  entire  Babson  organization.  It  is  compiled  and  edited 
y  Babson's  highly  experienced  team  of  securities  analysts, 
ldustry  specialists,  economics  experts,  and  financial 
rriters. 

OUR  TWO-MONTH  TRIAL  SUBSCRIPTION  WILL  BRING 
OU: 

BUY,  HOLD  AND  SELL  ADVICE  ON  SCORES  OF  STOCKS 

UNDER  THE  CONTINUOUS  SUPERVISION  OF  BABSON'S 

RESEARCH  DEPARTMENT. 

STOCKS    SELECTED    FOR    APPRECIATION,    GROWTH, 

SAFETY,  INCOME. 

RECOMMENDATIONS     ON     BONDS    AND     PREFERRED 

STOCKS. 

SAMPLE  INVESTMENT  PORTFOLIOS. 

INDUSTRY  REPORTS. 

TECHNICAL  MARKET  STUDIES. 

STOCK  CHARTS. 

INVESTMENT  STRATEGY. 

MARKET  TRENDS  AND  FORECASTS. 

NEWS  OF  NEW  PRODUCTS. 

ADDED  BONUS 

BABSON'S   CURRENT   ADVICE   ON   50   OF  THE 
LARGEST  COMPANIES 

kS  A  SPECIAL  BONUS  YOU  WILL  ALSO  RECEIVE  BAB- 
ION'S  PRESENT  BUY,  HOLD  OR  SELL  POSITIONS  ON 
STOCKS  OF  50  OF  THE  LARGEST  COMPANIES.  YOU 
TO  IMMEDIATELY  CHECK  YOUR  OWN 
BABSON'S  ON  ALL  THESE  WIDELY  HELD 


VILL  BE  ABLE 
HINKING  WITH 
STOCKS: 

3M 

IXXON 

IT&T 

:ORD 

CHRYSLER 

3E 

EXACO 
AOBIL  OIL 
BM 

T&T 

ULF  OIL 

TD.  OIL  CAL. 
J.S.  STEEL 
IVESTINGHOUSE 
5TD.  OIL  IND. 
3U  PONT 
SEN.  TEL. 


SHELL  OIL 

GOODYEAR 

RCA 

CONT.  OIL 

INT.  HARVESTER 

LTV 

BETH.  STEEL 

KODAK 

AT.  RICHFIELD 

ESMARK 

U.  CARBIDE 

TENNECO 

P  &  G 

KRAFTCO 

GREYHOUND 

BOEING 

CATERPILLAR 


ROCKWELL 

OCCIDENTAL  PET. 

FIRESTONE 

DOW 

McDONNELL-DOUG. 

PHILLIPS  PET. 

XEROX 

W.  R.  GRACE 

BEATRICE  FOODS 

LOCKHEED 

MONSANTO 

GEN.  FOODS 

LITTON 

BORDEN 

U.  OIL  CAL. 

3M 

SEARS 


PLUS  A  SPECIAL  REPORT  ON  GOLD  AND  SILVER 

THE  RECENT  CHANGE  IN  THE  LAW  ALLOWING  U.S.  CITI- 
ZENS TO  OWN  GOLD  HAS  SPARKED  FURTHER  INTEREST 
IN  GOLD  AS  WELL  AS  SILVER.  THIS  TIMELY  REPORT 
CONTAINS  BABSON'S  CURRENT  ADVICE  TO  INVESTORS 
WHO  WANT  TO  KNOW  WHAT  THEY  SHOULD  DO  NOW 
ABOUT  BUYING  OR  SELLING  GOLD  AND  SILVER. 

BABSON'S  REPORTS,  now  in  its  71st  year  of  continuous 
service  to  investors,  was  founded  in  1904  by  Roger  W. 
Babson.  In  its  long  history,  Babson's  has  acted  as  unbiased 
advisor  to  hundreds  of  thousands  of  investors  concerned 
with  the  investment  of  billions  of  dollars. 

In  order  to  remain  entirely  unbiased  we  have  confined  our 
business  to  the  providing  of  advisory  and  counseling  serv- 
ices. We  are  not  engaged  in  the  brokerage  business,  nor 
are  we  associated  in  any  way  with  mutual  funds.  Our  income 
is  derived  chiefly  from  clients'  fees.  We  are  in  no  way  de- 
pendent upon  commissions  from  the  buying  or  selling  of 
securities  of  any  kind.  Investment  advice  is  not  a  sideline 
with  us.  It's  a  full-time,  team  effort  on  the  part  of  our  large 
staff,  assisted  by  a  specially  programmed,  on-site  computer. 
Our  research,  advisory  and  computer  facilities  are  located 
on  our  own  grounds  covering  a  city  block  in  Wellesley  Hills, 
just  outside  of  Boston. 

The  Investment  and  Barometer  Letter  will  put  you  in  touch 
with  the  present  thinking  of  this  highly  experienced  invest- 
ment advisory  organization.  You  will  get  straight-forward, 
carefully  considered  investment  advice,  unhedged,  unbiased, 
sometimes  unpopular  —  but  always  with  the  facts  as  we 
know  them.  Our  judgments  and  opinions,  the  very  best  we 
are  capable  of,  will  be  yours  as  a  trial  subscriber  to  Babson's 
Investment  and  Barometer  Letter. 

Whether  you  are  an  experienced  investor,  or  just  starting, 
retired,  planning  to  retire,  or  in  years  of  maximum  earning 
power  —  we  believe  the  Investment  and  Barometer  Letter 
can  become  one  of  your  most  important  sources  of  com- 
petent, unbiased,  investment  advice. 

GUARANTEE 

WE  SINCERELY  BELIEVE  YOU  WILL  BE  PLEASED  WITH 
YOUR  TRIAL  SUBSCRIPTION.  HOWEVER,  IF  AT  ANY  TIME 
YOU  ARE  NOT  ENTIRELY  SATISFIED,  WE  WILL,  AT  YOUR 
REQUEST,  SEND  YOU  A  FULL  REFUND  BY  RETURN  MAIL 
—  FAIR  ENOUGH? 

Start  your  2-month  trial  subscription  today.  Simply  mail  this 
coupon  —  all  reports  sent  by  1st-class  mail. 

jfijfe  Babson's  Reports  Inc.     °^7^~ 

^m^    Wellesley  Hills,  Mass.  02181 

Founded  in  1904  by  Roger  W.  Babson 

1  wish  to  take  advantage  of  Babson's  half-price  trial  offer  — 

2  months  for  only  $5.00.    Payment  enclosed. 

Name 

Street  &  No 

City State Zip 

This  subscription  will  not  be  assigned. 
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FOR 
DADDIES 

Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  1  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  All  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  of  tak- 
ing care  of  their  kids.  Don't  be 
i afraid.  It's  what  you  don't  know 


AMERICAN  CANCER  SOCIETY 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  Vz  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR. 

Dallas,  Texas  75229  Ph.  (214)  243  4253 


FREE  APPRAISAL  off 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (since  1954) 

Write  F.J.S.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 


Knowing  the  OGd 


means  MONEY  to  YOU.  Today,  it  pays  to  know  the 
"rules '-the  LAW.  Basic  principles  explained,  illus- 
trated by  authoritative  texts,  study  aids,  self-tests,  etc. 
(Not  a  correspondence  course )  Send  tor  interesting 
FREE  booklet.  "The  People  vs.  YOU  and  full  details. 
No  obligation. 

BLACKSTONE  SCHOOL  OF  LAW  Dept.  932 
209  N  Michigan  Ave..  Chicago.  Ill  60601 
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From  "WIN"  To  Panic 

By  Heinz  H.  Biel 


As  recently  as  last  October  the 
President  denied  that  this  country 
was  in  a  recession.  Now,  barely  four 
months  later,  he  pushes  the  panic 
button.  In  fact,  he's  sitting  on  it. 

It  is  frightening  to  see  the  Admin- 
istration submitting  proposals  to  Con- 
gress involving  budget  deficits  of  S30 
billion  in  the  current  fiscal  year  and 
as  much  as  $50  billion  next  year. 
What  do  they  think  they  are  doing? 

Equally  shocking  is  the  fact  that 
there  really  was  no  strong  public  out- 
cry in  protest.  Are  that  many  people 
stricken  with  blindness? 

This  recession  has  been  a  long  time 
coming.  It  is  now  well  under  way 
and  its  ultimate  end,  its  natural  reso- 
lution, could  be  in  sight  if  the  Gov- 
ernment does  not  tamper  too  much 
with  the  economy.  Many  commodities 
have  come  down  sharply  from  the  in- 
flated levels  of  a  year  or  so  ago. 
Wholesale  prices  are  beginning  to  de- 
cline, and  even  at  the  retail  level 
there  is  progress  to  report.  Once  ex- 
cessive inventories  have  been  worked 
off  and  consumer  debts  have  been 
reduced  to  a  more  tolerable  level, 
economic  expansion  will  resume,  pro- 
vided there  is  confidence  in  the  future. 
Alas,  the  Ford  program  is  apt  fur- 
ther to  undermine  confidence  which, 
in  the  midst  of  a  recession,  is  already 
at  a  low  ebb.  The  great  giveaway, 
the  12£  refund  of  1974  income  taxes 
in  two  installments,  is  unlikely  to  be 
an  effective  stimulant.  It's  money 
down  the  drain.  A  reduction  of  1975 
withholding  taxes  has  more  merit.  It 
is  a  humane  thing  to  do,  and  at  least 
it  offsets  the  increase  in  Social  Se- 
curity taxes.  What  disturbs  me  most, 
aside  from  horrendous  deficits,  is  the 
President's  own  display  of  fear  that 
this  recession  might  deteriorate  into 
a  full-blown  recession.  If  the  Admin- 
istration is  in  a  state  of  near-panic, 
what  do  they  expect  of  the  American 
people? 

Now  that  the  Federal  Reserve  is 
no  longer  "easing"  credit  but  once 
again  priming  the  monetary  pump, 
short-term  money  rates  have  declined 
sharply.  The  yield  on  Treasury  bills 
is  down  to  6%%;  90-day  bank  CD's 
pay  only  1%  more;  and  intermediate- 
Mi.  Biel  is  a  sen  or  vice  president  of  the  New  York 
^<change  firm   of   Hoppin,    Watson    Inc. 


term  high-quality  bonds  yield  only  a 
little  over  &%.  Such  rates  are  less  than 
the  probable  pace  of  inflation,  par- 
ticularly after  income  taxes.  This  fa- 
vored refuge  of  frightened  investors, 
therefore,  is  no  longer  as  attractive 
as  it  was  last  summer. 

Some  people,  afraid  that  if  the 
President's  program  is  enacted  infla- 
tion is  likely  to  get  worse  than  any- 
thing we  have  seen  so  far,  may  resort 
to  buying  gold.  I  could  not  blame 
them.  But  gold,  like  Swiss  bank  de- 
posits, "earns"  a  negative  interest.  In 
the  long  run,  land,  art,  antiques,  num- 
ismatic coins,  stamps  and  the  like  will 
retain  their  value,  but  one  better  be 
an  expert  or  have  access  to  expert 
advice  before  investing  in  such  tangi- 
ble assets. 

Turn  To  Stocks 

So  what  is  there  except  common 
stocks?  They  are  the  most  uninflat- 
ed  investment  available.  The  30  DJI 
stocks,  for  the  first  time  in  decades, 
are  selling  below  their  book  value, 
which  was  690  at  the  1973  year-end 
and  which  undoubtedly  was  well 
above  700  a  year  later.  These  book 
values,  for  obvious  reasons,  are  gross- 
ly understated  for  the  great  majorit\ 
of  better-grade  corporations. 

I  expect  corporate  profits  to  be 
down  sharply  this  year.  Nevertheless 
most  dividends  are  reasonably  secure, 
because  the  pay-out  ratio  had  been 
conservative  last  year.  In  view  of  the 
threat  of  renewed  acceleration  of  in- 
flation, and  despite  the  present  state 
of  the  economy,  I  suggest  a  gradual 
increase  of  common  stock  investments, 
particularly  during  any  market  set- 
back such  as  may  come  as  sunn  as 
the  year-end  rally  runs  out  of  steam. 

While  no  "shopping  list"  is  suitable 
for  all  investors,  I  would  favor,  among 
many    others,    the    following    stocks: 
AT&T  (46),  Anderson  Clayton  (21), 
Chessie  System    (31),  Citicorp   (31), 
Continental  Oil    (45),   Esmark    (27), 
Freeport  Minerals   (24),  Georgia-Pa- 
cific  (32),  Hughes  Tool  (66).  Lin- 
coln National  (26),  Northern  Natural 
Gas    (53),   Oucns-lUinois    (33),  Phil- 
lips  Petroleum   (39),  Reynolds  Indus 
tries     (50),    Southern     Natural    /;. 
sources    (47),    Union    Pacific 
Upjohn  (34),  Winn  Dixie  (32).  ■ 
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Stock  Trends 


An  Arab-Money  Boom 


By  Myron  Simons 


If  the  Arabs  tried  to  buy  control  of 
all  the  companies  listed  on  the  New 
York  Stock  Exchange  in  the  next  four 
or  five  years,  they'd  give  us  a  fabu- 
lous bull  market.  Of  course,  there's 
no  particular  reason  to  think  that  they 
would  like  to  do  that.  Even  if  they 
would,  there  would  be  a  lot  of  people 
in  this  country  who  would  object  vio- 
lently. At  first  blush,  it  seems  a  bitter 
pill  for  the  U.S.  to  swallow,  because 
we've  become  used  to  being  the  ones 
who  did  the  buying.  But  on  closer 
examination,  it  may  not  be  so  bad 
after  all.  Not  if  we  are  intelligent 
enough  to  devise  some  new  financial 
approaches. 

We  have  a  double-headed  problem 
to  solve  this  year.  The  most  impor- 
tant, of  course,  is  to  keep  the  reces- 
sion from  turning  into  a  depression. 
Just  behind  it  in  importance  is  the 
rebuilding  of  our  economy's  liquidity. 
The  Arabs'  money,  if  we  can  get  it, 
will  help  enormously.  In  addition,  we 
have  an  almost  unprecedented  con- 
trast between  the  enormous  amounts 
of  money  available  for  investment 
purposes  and  the  great  shortage  of 
funds  for  capital  expansion  in  both 
the  corporate  and  utility  sectors.  The 
pension  funds  are  loaded,  and  the 
public  is  highly  liquid.  If  we  can  ar- 
range to  entice  a  sizable  percentage 
of  that  money  into  investments  for 
new  plant  and  equipment,  we  can 
finish  out  the  year  with  the  recession 
licked  and  the  private  sector  of  our 
economy  in  more  liquid  shape  than 
it  has  been  for  a  long  time. 

Actually,  the  new  economic  pro- 
grams of  both  the  Administration  and 
the  Democrats  in  Congress  are  head- 
ed in  that  direction.  The  first  step 
will  be  to  force  investors  to  finance 
a  huge  Federal  budget  deficit  and  to 
push  the  money  back  into  the  pri- 
vate sector  by  giving  the  individual 
taxpayer  a  huge  chunk  of  spendable 
cash.  That  should  result  in  both  a 
paying  off  of  some  consumer  debt  and 
a  resurgence  of  consumer  buying. 
More  spending  will  translate  some  of 
the  corporations'  oversupply  of  in- 
ventories into  cash,  while  the  debt 
reduction  should  improve  liquidity  in 
the  banking  system. 

Mr.  Simons  is  director  of  research  at  the  securities 
firm  of  Weeden  &  Co. 


The  recession  itself  has  set  some 
other  forces  in  motion.  1)  Most  cor- 
porations are  cutting  back  on  plant 
expenditures.  That  should  rebuild 
some  of  their  cash.  2)  Inventory  liq- 
uidation, which  has  already  begun 
and  should  continue  for  several 
months,  will  increase  corporate  bank- 
rolls. 3)  As  corporations  pay  off  their 
loans,  and  as  the  demand  for  new 
loans  goes  down  all  around  the  world, 
the  banking  system  can  rebuild  its 
cash  reserves.  4)  Finally,  taking  mon- 
ey from  the  oil  companies  and  their 
customers  and  funneling  it  into  other 
areas  of  the  economy  should  put  more 
stress  on  helping  the  nonenergy  sec- 
tors rebuild  either  their  plant  and 
equipment  or  their  liquidity. 

To  get  back  to  the  Arabs,  they  are 
a  lot  less  formidable  than  we've  made 
them  out  to  be.  The  Arabian  Gulf 
States'  oil  revenues  are  about  $50  bil- 
lion a  year.  Compare  that  to  our  gross 
national  product,  which  comes  to  $1.4 
thousand  billion! 

What  makes  the  Arabs  seem  10 
feet  tall  is  a  combination  of  our  own 
problems  and  their  own  good  fortune. 
We've  been  on  an  orgy  of  expansion 
and  we've  used  debt  to  pay  for  it.  We 
^need  an  injection  of  hard  cash,  and 
that's  just  what  the  OPEC  are  accu- 
mulating at  our  expense.  By  the  same 
token  they  can't  get  anywhere  with- 
out us.  All  we  have  to  do  is  to  stop 
complaining  about  each  other  and  be- 
gin to  use  our  brains  to  put  it  all 
together. 

I  suppose  that  we  should  not  let 
foreigners  exercise  control  over  our 
large  defense  suppliers;  although  if 
we  are  going  to  allow  Lockheed  and 
Pan  Am  to  go  broke,  it's  hard  to  see 
how  we  can  prevent  someone  else 
from  bailing  them  out.  But  remember 
that  only  a  couple  of  years  ago  we 
were  furious  when  other  countries 
kept  us  from  investing  freely  in  their 
industries.  Now  the  shoe  is  on  the 
other  foot.  The  Kuwaitis  in  particular 
would  welcome  the  opportunity  to 
make  substantial  investments  in  some 
of  our  major  companies,  as  their  am- 
bassador to  the  United  Nations  point- 
ed out  in  a  recent  speech  to  a  group 
of  investment  people.  They  are  un- 
comfortable about  the  fact  that  some 
groups  in  the  country  might  not  wel- 


come them.  My  own  view  is  that  we 
should  allow  foreign  investment  the 
broadest  possible  latitude  provided  it 
doesn't  threaten  national  security. 
However,  whatever  we  do,  we  should 
make  a  general  decision  and  not  sub- 
ject ourselves  to  the  confusion  of  case- 
by-case  judgments. 

The  Arabs  would  like  companies 
with  experience  and  the  ability  to 
build  plants  in  the  Arab  world,  com- 
panies willing  to  invest  enough  cash 
to  make  themselves  responsible  part- 
ners. The  only  trouble  is  that  it  will 
take  four  or  five  years  for  the  econom- 
ic structure  in  the  Middle  East  to 
become  large  enough  to  allow  for  big 
investment.  On  the  other  hand,  our 
corporations  would  like  to  be  able  to 
finance  the  new  plant  and  equipment 
they  need  to  satisfy  the  shortages 
that  will  develop  if  prosperity  returns. 
It's  only  a  matter  of  persuading  the 
Arabs  that  it's  better  to  have  their 
money  employed  in  non-Arab  as  well 
as  Arab  countries  than  not  to  use  it 
at  all. 

Recovery  Candidates 

If  the  liquidity-building  process 
starts,  it  can  make  a  profound  dif- 
ference in  the  P/E  multiples  of  a  lot 
of  stocks,  so  many,  in  fact,  that  we 
can  find  ourselves  in  a  bull  market 
even  though  we  are  also  in  a  severe 
recession.  The  banks  and  the  savings 
&  loans  could  be  major  beneficiaries. 
Such  stocks  as  J. P.  Morgan  (58)  and 
First  Charter  (102*)  can  come  to  life. 
Housing  will  probably  recover  from 
its  long  depression,  and  Johns-Man- 
ville  (202i),  and  National  Gypsum 
(11J4)  are  likely  candidates  for  a 
turnaround.  Any  improvement  in 
home  building  is  likely  to  help  the 
giants  in  the  lumber  industry,  such 
as  Georgia-Pacific  (32/4)  and  Weyer- 
haeuser (29M).  The  utilities  may  cut 
back  their  new  plant  construction, 
but  that  will  mean  that  in  a  year  or 
two  from  now,  they  will  have  to  step 
up  their  facilities  in  a  hurry.  One  of 
the  ways  to  do  that  is  likely  to  be 
through  the  use  of  turbines.  GE 
(34£)  and  Westinghouse  (11M)  could 
be  important  beneficiaries. 

After  World  War  II,  the  United 
States  broke  down  the  barriers  to  in- 
ternational trade  and  investment, 
mostly  because  the  countries  involved 
in  the  war  needed  so  much  in  the 
way  of  new  capital.  Now  the  need 
is  there  again.  If  we  take  the  lead  in 
bringing  the  nations  of  the  world  in- 
to an  even  closer  relationship,  this 
time  including  the  Arab  countries,  we 
can  pave  the  way  to  a  new  prosperity. 
I  hope  that  neither  we  nor  any  other 
country  will  let  narrow  nationalistic 
interests  interfere  with  that  bright 
prospect.  ■ 
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How  Value  Line  Can  Help  You 


GET  READY  NOW 

for  the  NEXT  BULL  MARKET 


Value  Line  expects  you  may  well  see  the  Dow 
Jones  Industrial  Average  close  to  2000  within 
the  next  five  years. 


Sure,  wc  have  inflation  and,  sure,  inflation 
is  bad  for  stocks  and  everybody.  But  consider 
the  implications  of  the  following  scenario 
which  in  our  opinion  describes  the  least  im- 
probable event: 

Inflation  is  stopped  finally,  but  only  after 
the  price  level  is  30%  to  40%  higher.  Such  a 
price  level  means  a  very  much  higher  Gross 
National  Product  —  up  about  60%  in  the  next 
five  years. 

Profits  then  must  go  up  too,  at  least  as 
much,  because  the  ratio  of  corporate  profits 
and  dividends  to  the  Gross  National  Product 
is  right  now  too  low  to  permit  business  to  ex- 
pand the  way  it  must  if  it  is  to  provide  jobs, 
reduce  unemployment,  and  maintain  the  stan- 
dard of  living  of  the  country.  Corporate 
profits  then,  as  we  see  it,  will  probably  rise 
60%  to  80%  in  the  next  five  years  on  a  60%  rise 
in  the  Gross  National  Product. 

Inflation  will  be  a  good  part  of  the  reason. 
But  once  inflation  is  brought  under  control  at 
the  higher  price  level,  the  investor  will  be  look- 
ing at  earnings  of  about  $135  a  share  on  the 
Dow  Jones  Industrial  Average.  And  he  will 
then  also  be  looking  at  a  normal  multiple  on 
these  earnings  again. Instead  of  6.5  times  earn- 
ings, on  the  Dow  and  a  current  10.0%  in- 
terest rate,  the  multiple  will  probably  be  15 
times  again  and  the  interest  rate  and  the  real 
growth  rate  will  both  be  lower. 

Under  such  conditions  which  are  the  least 
improbable  that  we  can  foresee,  the  Dow 
Jones  Industrial  Average  will  be  in  the  2000 
range. 


Yet  the  Dow  Jones  Industrials  are  not  the 
bargain  sector  of  the  stock  market.  The 
average  price-earnings  multiple  of  all  the 
stocks  of  the  1536  monitored  by  the  Value 
Line  Survey  which  report  earnings  at  all  is 
only  5.5  times.  That  means  that  the  run-of-the 
millstocks  right  now  offer  an  earnings  yield  of 
18%.  And  these  earnings  over  the  past 
five  years  have  on  average  grown  at  the  rate  of 
9%  per  annum.  The  investor  then  is  looking  at 
a  market  that  right  now  yields  a  total  return  of 
27%,  if  the  9%  growth  rate  of  the  past  five 
years  holds. 

This  is  just  the  average  of  run-of-the-mill 
stocks.  The  outstanding  bargains  promise 
even  greater  returns. 

Today's  values  in  the  stock  market  are  fan- 
tastic, even  in  terms  of  the  average  stock.  Just 
as  fantastic  as  the  insane  anticipation  of 
everlasting  rapid  growth  that  characterized 
the  stock  market  in  the  Sixties — against  which 
the  Value  Line  Service  warned  persistently  all 
during  those  years. 

Insanity  in  the  stock  market  is  always  cor- 
rected, it  will  be  again.  In  fact,  Value  Line 
believes  the  only  way  the  market  can  be 
stopped  from  rising  to  record  highs  is  by  dis- 
mantling the  political  economy  and  turning 


the  nation  into  a  socialist  state.  On  the 
assumption  that  this  will  not  happen,  we  urge 
you  to 

Get  Ready  For  the 

Bull  Market  That  is  Coming 

We  are  not  unaware  of  the  possibility  of  finan- 
cial crisis.  Were  it  not  for  tight  money,  the 
stock  market  would  not  be  as  low  as  it  is.  In 
the  end,  value  will  determine  stock  prices,  and 
value,  be  assured,  is  not  always  the  same  thing 
as  price.  It  wasn't  the  same  in  the  Sixties.  It 
isn't  now. 

Note:  this  market  is  thin — both  ways.  The 
intelligent  strategy  is  to  prepare  to  buy 
deliberately  and  on  a  scale.  Not  much  buying 
is  going  to  be  accomplished  at  the  exact  bot- 
tom nor,  we  venture  to  predict,  within  30%  of 
it.  So  again — get  ready  now  —  deliberately 
and  with  your  eyes  open. 

To  help  you  identify  the  coming  generation 
of  stock  market  leaders,  as  well  as  stocks  you 
should  completely  avoid  for  the  time  being. 
The  Value  Line  Investment  Survey  continual- 
ly rates  over  1500  stocks  for  Probable  Market 
Performance  in  the  Next  !2  months: 
100  stocks  are  ranked  I  (Highest) 
300  stocks  are  ranked  2  (Above  Average) 
700  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below  Average) 
100  stocks  arc  ranked  5  (Lowest) 

Not  every  stock  will  always  perform  exactly  in 
accordance  with  its  Value  Line  rating,  but 
such  a  large  majority  have  over  a  period  of 
many  years  for  reasons  that  are  logical  that  we 
believe  you  would  seriously  "short  change" 
yourself  if  you  don't  put  these  Performance 
ratings  to  work  in  planning  your  own  strategy. 

Getting  Beneath  The  Surface 

All  told,  Value  Line  gives  you  more  com- 
prehensive data  on  1500  stocks  than  any  other 
source  we've  ever  seen.  For  each  stock.  Value 
Line  regularly  presents  a  Rating  for  relative 
Performance  in  the  next  12  months  and  a 
Rating  for  relative  Safety.  Value  Line  also 
presents  the  detailed  statistical  history  —  on 
23  key  investment  factors — going  back  10 
years.  Plus  future  estimates  for  the  next  3-to-5 
years.  When  you  look  at  the  sample  Value 
Line  report  reproduced  in  this  memoran- 
dum— which  is  typical  of  the  continually  up- 
dated reports  we  issue  on  each  of  the  more 
than  1500  stocks — you'll  see  what  we  mean  by 
"getting  beneath  the  surface." 

This,  of  course,  requires  a  massive  research 
effort.  To  that  end.  Value  Line  employs  70 
full-time  professional  research  specialists, 
whose  major  purpose  is  the  continuing  study 
of  investment  values.  They  are  backed  by  ex- 
tensive computer  facilities,  which  enable  us  to 
give  you — in  addition  to  the  full-page 
reports — a  complete  summary  of  our 
evaluations  of  each  of  the  more  than  1500 
stocks  updated  every  week.  You  are  never  left 
"hanging." 

Time-Tested  Experience 

Value  Line  has  been  through  almost  every 
conceivable  kind  of  stock  market  and 
economic  circumstance.  We  have  assisted 
private    and    institutional    investors — many 


thousands    of   them  — for    nearl 
years  .  .  .  ever  since  the  depths  of  the  d 
sion  of  the   1930's.  During  this  long  . 
countless  brokers  and  other  investment 
visers  have  come  and  gone,  but  not 
Line.  You  can  count  on  us. 


« 


Rating  Today's  Investments 

Value  Line  recognizes  that  a  great 
private  investors  are,  in  their  own  right, 
skilled  in  making  judgments  about 
values.  So  we  provide  the  vital  data  we  bel 
you  need  to  draw  your  own  investment » 
elusions.  We  do  not  ask  you  to  folio* 
"blindly". 

We  also  present  our  own  unequivocal 
vestment  conclusions  on  each  of  more  I 
1500  stocks,  against  which  you  can  nf 
your  judgments. 

Specifically: 

•  We  rate  each  stock — relative  to  al 
other   1500  or  more  stocks — for 
able  Market  Performance  in  the  N« 
Months  (from  I  down  to  5). 

•  We  rate  each  stock  (from  1  down  to 
relative  Safety. 


•  We  estimate  each  stock's  Apprecif 
Potentiality  over  the  next  3  to  5  yi 
specifically  indicating  its  price  "ta 
range"  in  that  future  period. 

•  We  estimate  each  stock's  Dividend  Y 
during  the  12  months  ahead. 

Re-Entry  Strategy 

If  history  repeats  itself,  a  great  many  n 
inactive  investors  will  not  return  to  the  ma 
in  an  active  way  until  after  many  of  the  big 
opportunities  have  been  snapped  up  and  la 
ly  dissipated. 

To  help  you  get  started  now  with  your 
entry  strategy — and  we  urge  you  not  to ' 
back  in"  at  all  unless  you  do  so  with  your  i 
wide  open —  we  invite  you  to  accept 
following  special  invitation. 


Special  $29  Offer 

You  can  now  receive  complete  Value  Line 
vice  for  the  next  13  weeks  for  only  $29.  \ 
introductory  trial  will  bring  you  everytl 
that  goes  to  the  full-term  subscribers, 
eluding.  .  . 

EVERY   WEEK   a   new   SUMMARY 
ADVICES    (24    pagaa)...    showing 
current  relative  ratings  of  more  than  I 
stocks  for  Performance  and  Safety— toge 
with  their  Estimated  Yields  and  thelatestt 
ings,  dividends  and  P/E  data. 

EVERY  WEEK  a  naw  RATINQI 
REPORT8   taction   (144  pagee) . . . 

full-page  analyses  of  about  1 20  stocks.  Du> 
the  course  of  every  1 3  weeks,  new  full-c 
reports  like  this  are  issued  on  every  one  of 
more  than  1 500  stocks  under  regular  rev 
(It  takes  but  a  minute  a  week  to  file  the 
reports   in   your   Value   line  binder. 

EVERY  WEEK  a  naw  SELECTION 
OPINION  taction  (4  pagaa) . . .  will 
detailed  analysis  of  an  Lspi 
Recommended  Stock — plus  a  wealth  oft 
vestment  background  including  the  Value  t 
Average  of  1 500  itockl 


Here  is  a  typical  Value  Line  Full-Page  Report  Dividend  y  . 


Each  of  the  more  than  1500  stocks  under  continuous  review  by  Value  Line  is  the  subject  of  a 
new  report,  every  13  weeks,  in  regular  rotation  by  industry  group.  New  reports  on  about  120 
stocks  are  issued  each  week— more  than  1500  every  13  weeks. 

Monthly  Reduced  from  regular  8'/*"x11  "size 

price  ranges 

and  trading 

volume, 

for  the  past  10 

years  up  to  the 

present. 

Index  of 

Insider 

Decisions,' 

indicates  what 
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and  directors 

have  taken. 

Investment 
Company 
Holdings 

in  this  stock. 


Key  Growth 
Rates,  * 

in  both  chart 
form  and  per- 
centages. 


estimated  dividends  in  the 
next  12  months  as  a  per- 
centage of  recent  price. 
Plus  past-7-years  "norj 


Inventory 

(valuation 

method 
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The  Corn* 
pany's  Capital" 
Structure. 


Quarterly 

Sales, 

Earnings, 
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Current  Price/Earnings  Ratio, 

compared  with  its  past-7-years 
"norm."  Statistics  below  also  show 
#the  average  annual  P/E  in  each 
of  the  past  10  years. 


Estimated  Price 
, range...  3-5  years 
hence. 

Rank  for  Probable 
Market  perform- 
ance Next  12 
Months,  relative  to 
more  than  1500 
other  stocks.  Ranks 
range  from  1  (Highest) 
down  to  5  (Lowest). 
.Rank  for  Safety 
(1  is  Highest,  5 
Lowest),  based  on 
stock's  price  volatility 
around  its  own  long- 
term  trend. 

Beta  is  the  measure- 
ment  of  a  stock's  price 
sensitivity  to  overall 
market  fluctuations 
(based  on  the  NYSE 
Composite  Average). 

'The  Vital 

Statistics  going  back 
10  years— plus  esti- 
mates for  the 
3-to-5  years. 


BUSINESS:  Inland  Steel  Company  is  the  nation's 
6th  largest  steel  producer.  Output  in  -1973  was  8.2 
million  tons.  Company  is  virtually  self  sufficient  in 
iron  ore  and  coal.  Principal  markets:  automotive 
25%  service  center.  22%.  construction.  14%: 
heavy  equipment.  18%:  containers,  converters, 
etc..  21%    Joseph  T.  Ryerson  subsidiary  is  the 


world's  largest  steel  warehousing  organization 
hasTnterest  in  housing  (Scholz  Homes  and  Schult 
Mobile  Homes).  Labor  costs.  29%  of  sales.  Has 
34.604  employees.  71.000  shareholders.  Direc- 
tors own  2%  of  common.  Chrmn.  and  CEO.:  F.G. 
Jaicks.  Inc.:  Delaware.  Address:  30  W.  Monroe 
St..  Chicago.  Illinois  60603. 


Inland  railed  the  dividend  to  60c  in  the 
second  quarter  and  has  added  a  40c  year- 
end  extra.  These  share*  now  afford  a  yield  of 
over  9%.  And  they  are  also  interesting  for 
their  above  average  safety  and  performance 
prospects  for  the  year  ahead. 

A  short  coal  strike  or  three  weeks  or  so  trill 
not  affect  Inland  very  much.  The  company 
delayed  a  blast  furnace  relining  job  to  get  the 
last  ounce  out  of  it  before  beginning  a  3- 
month  relining  job;  and  coke  oven  produc- 
tion has  been  slowed  down  —  they  crack  if 
ever  allowed  to  get  cold.  Also,  some  inferior 
coals  are  being  used  for  cokings.  While  they 
might  not  make  very  good  coke,  clever  blast 
furnace  operators  can  make  something  out  of 
their  output  —  and  they  keep  the  coke  ovens 
operative. 

Inventory  profits  are  probable  in  this 
quarter,  in  our  opinion.  With  no  coal  coming 
in,  even  for  three  weeks,  it  seems  to  us  that 
some  lower-cost  levels  of  LTFO  inventory  will 
have  to  be  used.  This  is  likely  to  more  than 
offset  the  added  costs  of  the  inefficient, 
strike-affected  production  we've  referred  to. 


Thus  strong  December  quarter  earnings  are 
estimated.  But, 

The  March  quarter  may  not  show  its  usual 
gain  over  the  December  one.  So  far, 
weakness  in  the  auto  industry,  which 'takes 
about  a  quarter  of  Inland's  output,  has  made 
no  difference.  But  this  can't  go  on.  Higher 

f trices  will  allow  sales  to  exceed  year-ago 
evels  by  far,  but  further  price  increases  — 
necessary  to  overcome  rising  costs  and 
maintain  margins  —  may  become  impossi- 
ble to  effect.  We  see  the  same  situation  in  the 
second  quarter:  the  usual  seasonal  earnings 
gain  may  fail  to  appear.  Further,  there  may 
be  a  recurrence  of  summer  doldrums  in  1975, 
which  were  notably  absent  this  year.  Even  so, 
with  more  additional  capacity  coming  on 
stream  than  most  competitors  have,  and 
comparing  the  first  half  with  one  severely 
hurt  by  price  controls  last  year,  we  expect 
better  earnings  for  all  of  1975.  J.  W.H. 


CASH  POSITION 


Current  Assets  Id  Current  Liabilities: 
Cash  4  Equm's  to  Cuirenl  liab'ties: 
Working  capital  to  Sates: 


5  Year  AVg  12/31/73 

208%  212% 

13%  18% 

16%  15% 


/ 


(A)  Based  on  avg  sht  outstanding  En 
cludet  eitreordintry  gams  66  13* 
OS,  7*    69   12<   Los*    70  30* 


(•)  N**t  d»  d   meeting  about   Jan.  29    dates  first  day  of  Mar .  June  Sept    Oec 
Goes  *■   about  F*b   4     Oiv'd  payment   (C)  in  millions,  adjusted  for  stock  splits 


•nddiv'ds  Fully  diluted  in  77-"79. 
(01  Includes  other  income  in  1970 


Summary  of  the 
company's  business. 


Concise  Review 

of  latest  developments 
and  future  prospects. 


Significant  ratios 

indicate 

Liquidity. 


PLUS  THIS  BONUS  . . .  Value  Lines  com- 
plete 1800-page  Investors  Reference  Service 
(sold  separately  for  $35),  with  our  latest  full- 
page  reports  on  all  stocks  under  review — fully 
indexed  for  your  immediate  reference.  This 
two-volume  bonus  will  be  shipped  to  you  by 
special  handling.  It  will  be  updated  by  the 
editions  to  be  issued  in  the  next  3  months. 

Money  Back  Guarantee 

You  take  no  risk  in  accepting  this  special 
offer.  If  you  are  not  completely  satisfied  with 
the  Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full  re- 
fund of  your  fee,  (and  the  fee  is  tax  deduc- 
tible.) 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  order  form  today.  Time  is 
important. 


"NCyr  The  Value  Line  Investment  Survey 
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ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST. 


NEW  YORK,  NY.  10017 

N-16C01 


D  Begin  my  13-week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $29.  As  a  bonus 
at  no  extra  cost,  I  will  also  receive  The  In- 
vestors Reference  Service.  I  have  enclosed 
my  $29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions 
and  is  available  only  once  to  any  household. 

□  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224. 

D  Payment  enclosed      D  Bill  me  for  $224 


Signature 


Name  (please  print) 


City 


Stale 


Zip 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded. 

N.  Y.  residents  please  add  applicable  sales  tax.  Foreign  rates 
available  on  request.  (No  assignment  of  this  agreement  will 
be  made  without  subscriber's  consent.) 


The  Market  Outlook 


Will  History  Repeat  Itself? 

By  Sidney  B.  Lurie 


If  history  is  a  guide,  January  usual- 
ly sets  the  market  tone  for  the  rest 
of  the  year.  In  the  past  25  years  there 
have  been  only  five  instances  when 
the  trend  indicated  by  the  net  change 
between  the  year-end  and  the  fifth 
subsequent  trading  day  (this  time, 
up)  did  not  prove  to  be  a  good  clue 
for  the  remainder  of  the  year.  Simi- 
larly, the  net  change  between  Dec. 
31  and  the  end  of  January  (which 
may  be  more  important)  has  been 
barometric  in  21  of  the  past  25  years. 
Only  two  times  in  the  past  25  years 
have  both  signals  pointed  the  same 
way  and  turned  out  to  be  wrong. 

Meanwhile,  there  are  a  number  of 
other  simplistic  indications  which  sug- 
gest that  the  answer  to  this  rough 
yardstick  will  support  my  previously 
expressed  opinion  that  1975  will  be  a 
better  year  for  the  security  buyer 
than  the  one  just  ended.  For  one 
thing,  I'm  impressed  by  the  action 
of  the  utility  average  in  bettering  its 
November  peak  (when  the  industrial 
average  was  in  the  690  area ) ,  since 
this  barometric  group  led  the  mar- 
ket down  throughout  most  of  1974 
and  bottomed  ahead  of  the  industrial 
average.  And  the  public's  appetite  for 
gold  (which  could  have  been  a  new 
competitive  threat  for  idle  dollars) 
has  been  conspicuous  by  its  absence. 

With  the  consensus  economic  view 
having  erred  on  the  side  of  optimism 
last  year,  I  suspect  that  everyone  now 
may  be  overreacting  with  undue  cau- 
tion in  appraising  1975.  As  a  result, 
this  year's  surprise  could  be  a  faster- 
than-expected  decline  in  commodity 
prices  and  interest  rates,  and  a  sooner- 
than-expected  overall  business  up- 
turn. By  way  of  supporting  evidence, 
with  funds  flowing  back  into  the  na- 
tion's thrift  institutions,  which  provide 
the  bulk  of  mortgage  money,  the 
economy  should  receive  its  traditional 
stimulus  from  the  housing  industry. 
Although  last  year's  excess  inventory 
accumulation  is  an  immediate  overall 
drag,  it  is  an  eventual  plus,  for  it 
means  that  current  demand  will  then 
have  to  be  met  with  current  produc- 
tion. No  matter  what  the  rationale, 
the  fact  that  last  year's  fears  did  not 
become   realities   is   more   impressive 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


than  the  strains  that  continue,  and 
the  differences  from  the  1930s  out- 
weigh the  potential  similarities. 

All  of  which  indicates  that  the  key 
basic  question  from  here  on  out  may 
be  "which  stocks?"  rather  than  "what 
about  the  stock  market?"  I  see  per- 
suasive reasons  for  interest  in  the 
companies  highlighted  below;  each 
has  its  own  claim  to  fame  and  offers 
an  attractive  risk /reward  ratio. 

In  my  opinion,  the  American  Tele- 
phone story  is  quite  simple,  and  it's 
been  neglected.  Which  is  the  reason  I 
believe  the  common  stock  is  an  in- 
teresting commitment  (around  46). 
More  specifically,  talk  is  big  business: 
Witness  a  roughly  5%  annual  growth 
rate  in  the  number  of  telephones  in 
use,  and  a  10%  growth  rate  in  long 
distance  messages.  Technological  im- 
provements provide  steadily  better  op- 
erating efficiency:  Witness  a  sharp 
decline  in  the  number  of  employees 
per  10,000  messages  over  the  past 
five,  ten,  15  years.  In  addition,  there 
usually  is  a  fairly  close  relationship 
between  the  price  of  the  stock  and 
interest  rates.  And  the  current  $3.40 
dividend,  which  has  been  raised  three 
times  in  three  years,  offers  a  7.2% 
yield.  Moreover,  the  slowing  inflation- 
ary spiral  I  foresee  will  lessen  pressure 
on  the  second  part  of  the  new  wage 
package.  If  the  company  gets  its  tra- 
ditional two-thirds  of  the  roughly  $3 
billion  of  pending  rate  increases,  this 
year's  profits  could  be  5%  to  8% 
above  the  $5.27  per  share  for  1974. 
To  me,  the  antitrust  suit  is  a  mean- 
ingless irritant. 

To  most  New  Yorkers,  Consolidat- 
ed Edison  is  a  "love-hate"  kind  of 
stock.  I  think  it's  an  interesting  spec- 
ulative purchase  at  going  levels 
(around  9,  with  an  80-cent  annual 
dividend  rate  which  may  be  in- 
creased). As  a  result  of  rate  increases 
last  March  and  November,  the  compa- 
ny's annual  rate  of  earning  power  is 
probably  better  now  than  in  the  past 
few  years.  Bearing  in  mind  that  the 
fourth  quarter  of  1973  was  a  figura- 
tive disaster  (excluding  accounting 
adjustments),  I  believe  calendar  year 
1974  earnings  could  be  in  excess 
of  $2.50  per  share.  In  effect,  the 
New  York  State  Power  Authority  will 
finance  the  company's  base  load  gen- 


erating capacity  needs  from  here  on 
out,  which  means  its  capital  expen- 
ditures will  be  almost  exclusively  for 
distribution  and  transmission,  a  much 
smaller  amount.  Not  only  has  the 
greater  part  of  the  company's  old 
capacity  been  retired,  but  the  system 
has  been  renewed  so  that  Con  Edison 
is  probably  physically  in  the  best 
shape  it  has  been  in  in  a  long  time. 
I  see  considerable  merit  in  Burling- 
ton Northern  (around  40,  paying 
$1.70),  whose  1974  earnings  ap- 
parently were  under  $7  per  share 
as  against  $4.01  in  1973.  Burlington 
Northern  is  an  indirect  speculation 
on  the  coming  upturn  in  the  building 
industry,  on  the  world's  growing  de- 
mand for  food,  and  on  the  increasing 
importance  of  coal  in  our  energy 
picture.  Coal  traffic,  which  last  year 
produced  about  $130  million  of  rail- 
road gross,  should  produce  $170  mil- 
lion in  1975  and  could  be  a  $700- 
million  source  of  revenues  by  1980. 
Burlington  Northern  is  the  largest 
hauler  of  grain  in  the  world  (farm 
products  contribute  over  one-third  of 
gross),  and  continued  farm  prosperity 
means  increased  shipments  of  fertil- 
izer, farm  equipment,  etc.  Not  only 
do  lumber  and  wood  products  con- 
tribute about  17%  of  gross,  but  the 
company  has  a  highly  profitable  tim- 
ber and  lumber  subsidiary  which  is  a 
major  contributor  to  nonrailroad  op- 
erating profits.  „ 

Special  Stimulus 

The  prospect  of  a  national  health  in- 
surance plan  and  expanded  Medicare 
benefits  could  provide  a  special  sales 
stimulus  in  1975.  One  interesting  drug 
company  is  CD.  Searle  at  around  15 
and  paying  46  cents  (the  company 
has  paid  over  100  consecutive  quar- 
terly dividends).  Searle  has  changed 
its  operating  character  in  recent  years 
and  now  develops  about  one-third  of 
its  sales  volume  in  the  hospital  supply 
field,  which  is  growing  at  better  than 
20%  annually.  Its  major  pharma- 
ceutical line  is  in  hypertension  drugs, 
sales  of  which  are  also  growing  at 
better  than  20%  annually.  I  expect  ■ 
1974  earnings  to  be  in  the  area  <>| 
$1.40  per  share  and  visualize  another 
10%  gain  this  year. 

My  emphasis  on  these  stocks  with 
a  "story"  is  with  full  recognition  <>l 
the  fact  that  it's  still  possible  to  de- 
velop any  number  of  economic  honor 
stories.  But  moods  help  make  markets, 
and  the  mood  seems  to  be  changing. 
Illustrative  of  the  point,  the  prospect 
that  the  Japanese  economy  will  turn 
upward  in  the  second  half  could  have 
positive  implications  not  just  for  that 
country  but  for  our  nation,  too.  japan 
is  a  major  customer  of  our  coal,  papei 
and  timber  industries.   ■ 
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Technician's  Perspective 


The  Weasel  Consensus 


During  the  past  three  months,  a  dis- 
tinct majority  view  has  emerged 
among  technically  oriented  stock 
market  analysts.  I  think  it  can  fairly 
be  summed  up  as  follows: 

When  the  market  collapsed  to 
about  Dow  570  last  October,  most 
of  the  technical  symptoms  tradition- 
ally characteristic  of  final  bear-mar- 
ket lows  were  pretty  clearly  present. 
But  a  few,  mainly  those  associated 
with  all-out  "public"  panic  liquida- 
tion (e.g.,  sharply  stepped-up  round- 
lot  trading  volume  and  oddlot  sell- 
ing, both  long  and  short),  were  con- 
spicuously missing.  In  the  absence  of 
such  a  fully  orchestrated  selling  cli- 
max, and  given  the  likelihood  of  de- 
pressing business  and  earnings  reports 
for  months  to  come,  the  possibility 
of  yet  another  bear-market  swing  to 
new  lows  in  the  major  averages  can- 
not be  confidently  ruled  out. 

However,  any  such  decline  would 
probably  end  the  bear  market  once 
and  for  all  and  so  would  present  the 
investor  with  "the  buying  opportunity 
of  a  lifetime."  Barring  a  disaster,  the 
final  low  should  be  in  the  low  500s, 
with  the  Dow  yielding  about  7%  and 
finding  "support"  near  the  1956-57 
bull-market  highs  (around  520).  The 
technical  background  then  presum- 
ably would  be  decisively  bolstered 
by  still  lower  interest  rates,  adequate 
new  growth  in  the  money  supply,  di- 
minishing inflationary  pressures,  and 
huge  buying-power  potentials  lying 
in  wait  for  that  lifetime  chance.  In 
such  a  setting,  the  Dow  could  be  ex- 
pected to  rally  into  the  high  600s,  or 
even  into  the  lower  700s,  and  there- 
after to  build  a  solid  base  for  a  sus- 
tained new  bull  market. 

Meanwhile",  as  long  as  the  October 
low  near  570  (successfully  tested  in 
December)  remains  intact,  a  recov- 
ery toward,  or  perhaps  into,  the  750- 
800  zone  is  possible.  But  that  would 
not  necessarily  eliminate  all  risk  of  a 
(final)  bear-market  leg  into  the  low 
500s,  because  many  things  could  still 
go  wrong. 

So  goes  the  technical  consensus,  as 
I  put  it  together  from  what  I  read 
and  hear.  You  can  see  it's  well  hedged 
in  both  directions  and  broad  enough 
to  accommodate  most  shadings 
of    opinion     (including    nontechnical 


By  John  W.  Schulz 


views)  except  those  of  ultra-ultra 
bears  and  all-out  bulls.  In  fact,  it  in- 
corporates much  of  what  I've  been 
writing  in  recent  columns,  which 
makes  me  uncomfortable,  because 
history  suggests  that  majority  expecta- 
tions should  be  approached  with  a 
good  measure  of  skepticism. 

On  the  other  hand,  I  find  it  difficult 
to  fault  the  basic  concepts  of  this  con- 
sensus. It  makes  allowance  for  un- 
solved problems,  as  well  as  for  the  po- 
tentially high  volatility  of  a  largely 
low-priced  stock  market,  and— per- 
haps because  we  are  all  more  or  less 
intimidated  by  this  century's  longest 
bear  market— also  for  the  disaster  fac- 
tor. And  that's  where  the  rub  may 
be:  It's  really  a  weasel  consensus.  It 
says  in  effect  that  we  think  there 
ought  to  be  a  final  plunge  and  we  can 
also  see  great  rallies,  but  we  can't 
tell  which  will  happen  first;  so  we're 
not  really  bullish,  and  anyway  we 
want  to  save  our  ammunition  for  that 
possible  lifetime  opportunity. 

Too  Bullish? 

If  this  assessment  is  correct,  an 
anticonsensus  skeptic  could  formulate 
the  following  tentative  scenario:  The 
Dow's  October  and  December  lows 
near  570  look  suspiciously  like  a 
double-bottom,  bear-market  ending. 
Whether  the  year-end  January  rally  is 
stopped  by  "indicated  resistance"  in 
the  high  600s  or  eventually  extends 
toward  750,  it's  likely  to  run  into  a 
lot  of  selling  from  investors  who  worry 
over  the  risk  of  new  lows  or  who 
simply  find  dividend  yields  no  longer 
very  tempting  and  P/E  ratios  no 
longer  absurdly  low.  (At  700,  for  ex- 
ample, the  Dow  would  yield  under 
5.5%  and  sell  at  perhaps  10  times 
1975  earnings.) 

The  resulting  liquidation,  both  long 
and  short,  could  strengthen  the  mar- 
ket's basic  technical  condition  all  over 
again,  enough  to  keep  a  reaction  from 
breaking  the  double  bottom  near  Dow 
570.  With  money  relatively  easy,  in- 
terest rates  comparatively  moderate, 
inflation  subsiding  and  economic  re- 
covery nearer  at  hand,  the  risk  of  new 
market  lows  could  seem  more  remote. 
Thus  the  consensus  could  stop  wea- 
seling  and  turn  more  aggressively 
bullish,  maybe  even  too  bullish.  ■ 
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Readers  Say 


(Continued  from  page  7) 
ket     prices     stay    high     even 
though  farm  prices  have  fallen. 

—James  Kingsdale 
Boston,  Mass. 

More  On  Gas  Tax 

Sir:  Let's  have  a  gasoline  tax 
( Fact  ir  Comment,  Dec.  1 ) ,  but  spe- 
cifically limit  this  money  to  refund 
only  shale  oil  development.  This 
would  not  only  make  shale  oil  devel- 
opment economically  feasible  but 
would  also  stop  the  dollar  drain. 

— R.A.  Clabidge 
Charlotte,  N.C. 

Sir:   Hitler  and  his  gang  got  most 

of  their  fuel  from  coal.  Why  can't  we? 

—Bill  Thomas 

Tucson,  Ariz. 

Sir:  We  should  ration  gas  on  the 
basis  of  one  car  per  family.  Then, 
after  that  sell  people  all  the  gas  they 
want,  but  with  a  really  heavy  tax. 

-A.E.  Welch 
Eugene,  Ore. 

Sir:  We  should  increase  our  im- 
ports to  20  billion  barrels  of  oil  a  year 


-the  quicker  to  use  up  all  the  oil  re- 
serves of  the  Arabs. 

—David  Baron 
El  Paso,  Tex. 

Sir:  It  seems  absurd  that  people 
choose  to  ignore  the  problem  to  the 
extent  that  they  cancel  their  subscrip- 
tions ( Readers  Say,  Jan.  1 )  to  a  mag- 
azine suggesting  one  way  to  relieve 
the  problem.  I  wonder  how  many  of, 
them  are  also  drivers  passing  me  on 
the  highways  as  I  cruise  at  55  mph? 

—Daniel  L.  Rodkey 
Kokomo,  Ind. 

Who's  Listening? 

Sir:  Re  broker  Wayne  Hummer's 
letter  that  he  hasn't  heard  complaints 
about  high  commissions  (Readers 
Say,  Nov.  15).  I  am  just  a  little  in- 
vestor, and  I  have  not  complained. 
What  good  would  it  do? 

—Alexander  W.  Reid 
Chicago,  111. 

Other  Obligations,  Too 

Sir:  Re  your  suggestion  that  since 
the  oil  Arabs  now  control  the  UN, 
they,  rather  than  the  U.S.,  pick  up 
25%  of  the  UN  tab  (Fact  6-  Comment, 
Jan.  15).  Yes,  but  not  only  the  mon- 
ey part.  I  would  include  the  peace- 
keeping part  too.   That  goes  for  all 


the  other  "countries"  in  the  UN. 

—Stephen  Clifton 
New  York,  N.Y. 

No  Such  Markups 

Sir:  You  state  that  "Reichhold's 
markups  were  out  of  this  world,  in- 
creasing as  much  as  1,000%  on  some 
products"  (Jan.  1).  This  is  incorrect 
for  any  of  Reichhold's  products. 

—Peter  J.  Fass 

Executive  Vice  President, 

Reichhold  Chemicals 

White  Plains,  N.Y. 

Proper  Name 

Sir:  The  executive  director  of  the 

American  Chamber  of  Commerce  in 

Japan  is  W.  Bart  Jackson,  not  Johnson. 

—Martin  Michaels 

New  York,  N.Y. 

Tight  Solution 

Sir:  I  never  would  have  thought 
that  tight  underpants  for  men  (Other 
Comments,  Jan.  1)  would  solve  the 
energy  crisis  by  keeping  down  the 
population  growth.  I  suggest  the  UN 
pass  a  law  making  insulated  tight  un- 
derpants mandatory  for  every  male. 
Meantime,  Dr.  Chandley  can  shoot  all 
the  low-sperm  males  she  finds. 

—Harry  Denhard 
Greenville,  N.Y. 
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Seeking  9%  to  12%  Yields  Plus 
Reasonable  Safety? 

Then  you  can't  afford  to  ignore  convertibles. 


To  accept  this  invitation  to  learn 
more  about  the  investment  pos- 
sibilities of  convertibles  —  and  our 
systematic  approach  to  investing  in 
convertibles  —  simply  fill  in  and  mail 
the  coupon  below  today. 
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missing  out  on  about  80%  of  the  poten- 


tial purchase  candidates  if  you  ignored 
convertibles. 

If  you're  ready  to  take  a  serious  look 
at  the  investment  possibilities  of  con- 
vertibles, we  invite  you  to  join  our 
family  of  subscribers  with  this  special 
offer. 
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-j..  I  on  the 

ThOUghtS . . .  Business  of  Life 


There  is  no  remedy  for  love 
hut  to  love  more. 
IIi\m  David  Thoreau 


Man's  love  is  of  man's  life 

a  thing  apart. 

Tis  woman's  whole  existence. 

Byron 


Happy  is  he  who  dares  courageously 

to  defend  what  he  loves. 

Ovid 


Nine-tenths  of  the  people 
were  created  so  you  would  want 
to  ho  with  the  other  tenth. 
Hon  \c  l:  Walpole 


Grudges  get  heavier, 

the  longer  they  are  carried. 

P.  K.  Thomajan 


Truth  is  so  hard  to  tell, 
it  sometimes  needs  fiction 
to  make  it  plausible. 
Dagorert  D.  Runes 


Xo  man  ever  became  very 
wicked  all  at  once. 
Juvenal 


An  idealist  is  one  who,  on  noticing 
that  a  rose  smells  better 
than  a  cabbage,  concludes  that 
it  will  also  make  better  soup. 
H.  L.  Mencken 


Mankind's  chief  mundane  end  is 

the  pursuit  of  happiness. 

Learn  to  be  cheerful 

and  you  will  come  near  being  happy. 

It  has  been  scientifically  proved 

that  worry,  discord  and  melancholy 

undermine  health. 

Good  spirits  make  for  good  digestion. 

Cheerfulness  costs  nothing, 

yet  is  beyond  price. 

Leaders  are  those  who  can  blend 

cheerfulness  with  their  brains. 

B.C.  Forbes 


Regret  is  an  appalling  waste 
of  energy;  you  can't  build  on  it, 
it's  only  good  for  wallowing  in. 
Katherine  Mansfield 


A  man  without  mirth 

is  like  a  wagon  without  springs; 

in  which  one  is  caused  disagreeably 

to  jolt  by  every  pebble 

over  which  it  runs. 

Henry  Ward  Beecher 


Mirth  to  a  prudent  man 
should  always  be  accidental. 
It  should  naturally  arise 
out  of  the  occasion, 
and  the  occasion  seldom 
be  laid  for  it. 
Richard  Steele 


Sin  has  many  tools, 
but  a  lie  is  the  handle 
which  fits  them  all. 
Oliver  Wendell  Holmes 


Life  is  a  system  of  half-truths 
and  lies.  Opportunistic, 
convenient  evasion. 
Langston  Hughes 


One  of  the  indictments  of 

c  ivilization  is  that  happiness 

and  intelligence  are  so 

rarely  found  in  the  same  person. 

William  Feather 


Happiness  is  more  a  state 
of  health  than  of  wealth. 
Frank  Tyger 


If  you  wish  to  live  long, 

you  must  be  willing  to  grow  old. 

George  Lawton 


Friendship  that  flows  from  the 
heart  cannot  be  frozen  by  adversity, 
as  the  water  that  flows  from 
the  spring  cannot  congeal  in  winter. 
James  Fenimore  Cooper 


The  better  part  of  one's  life 
consists  of  his  friendships. 
Abraham  Lincoln 


The  miserable  are  very  talkative. 
Hindu  Pkoverb 


Fortune  always  leaves  some  door 
open  in  disasters  whereby  to 
come  at  a  remedy. 
Miguel  de  Cervantes 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue. 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
Sew  York  City,  8 


A  Text . . . 


Si-ni  in  by  Ella  Lee  Hart,  Portland,  Tex. 
What's  your  favorite  text?  The  Forbes 
Scraplxjok  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of  texts 
used 


Recompense  to   no   man   evil  for  ei  il. 

Provide  things  honest   in   tin    sight  of 

all  men.  If  it  l><    possible,  as  much  us 

lieth    in    you,    live   peac(<ihlti    u  illi    till 

men. 

Ko\i\ns  12:17,1s 
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What  Happened 


To  The  Sports  Boom? 


■ 


^ 


/ 


Piece  of  mind, 

A  tiny  electronic 
brain,  nestling  near 
Ladybug. 

An  RCA  integrated 
circuit  with  1,300 
transistors  built  in. 

It  can  operate  a 
watch,  a  pocket 
calculator,  security 
alarm,  automotive 
systems. . .  replacing 
mechanical  devices. 

It's  more  reliable, 
accurate,  economical, 
needs  little  power, 
doesn't  pollute. 

By  1985,  such 
circuit  chips  may 
contain  as  many  as 
a  million  transistors. . . 
making  even  today  s 
technology  look 
quaint. 

Innovating 
in  electronics. 

From  the  beginning. 


BURL 
FEB  1 0  1975 
LIBRARY 


Our  new  telephone  switching  system: 

Instead  of  making  old  systems  obsolete 

it  makes  them  more  productive. 


Most  telephone  central  offices 
today  use  electro-mechanical 
switching  systems. 

Some  day,  however,  most  of 
them  will  probably  be  replaced  by  fully 
electronic  systems  that  are  faster  and 
more  efficient. 

The  technology  exists  right  now. 
But  the  cost  of  a  straight  change  over 
is,  in  most  cases,  not  yet  justified. 

A  more  economical  interim  step 
has  been  developed  by  our  major 
manufacturing  arm,  The  North 
Electric  Company.  It's  called  the 
NX- IE  and  what  it  does  is  combine 


electro-mechanical  switching 
equipment  with  a  computer.  The 
result  is  a  "stored"  program  controlled 
system  that  offers  many  benefits  of 
fully  electronic  systems  at  considerably 
less  cost,  including  expanded  direct 
distance  dialing,  abbreviated  dialing, 
call  forwarding  and  "call  waiting" 
signal. 

Instead  of  making  existing 
switching  equipment  obsolete,  the 
NX- IE  actually  prolongs  its  service 
life.  At  the  same  time,  it  provides  an 
upgrading  to  semi-electronic  service. 

As  an  alternative  between 


electro-mechanical  and  fully  electronic 
equipment,  the  NX- IE  has  already 
been  installed  or  ordered  for  more 
than  75  central  offices  and  335,000 
lines.  A  lot  of  North's  customers 
consider  it  a  switch  for  the  better. 
North  Electric  Company,  the 
nation's  largest  manufacturer  of 
crossbar  equipment  for  the 
independent  telephone  industry,  is 
just  one  of  the  United  Telecom 
companies  featured  in  our  Annual 
Report.  For  a  copy,  write  on  your 
letterhead  to  P.O.  Box  11315,  Plaza 
Station,  Kansas  City,  Mo.  64112. 


United  Telecom 


United  Telecommunications,  Inc.  ■■■ 
We  operate  the  United  Telephone  System,  America's  third  largest. 

United  Telecom  companies   United  Telephone  System.  United  Computing  Systems.  North  Electric  Company 
New  York  Stock  Exchange  symbol   UT  Newspaper  listing   UniTel 
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let  us  tell  you 
about  the  bonds 
of  Puerto  Rico. 


The  bonds  of  Puerto 
Rico  offer  investors  a 
remarkable  (and  rewarding) 
feature. 

On  the  interest  you 
receive  from  them,  you  pay 
no  Federal  income  tax. 
No  state  income  tax.  No 
local  income  tax.  No  income 
tax  of  any  kind  —  no  matter 
what  state  you  live  in. 

And  behind  the  bonds 
of  Puerto  Rico  lies  an 


extraordinary  transforma- 
tion that  has  changed  the 
island,  in  less  than  three 
decades,  into  one  of  the 
world's  major  industrial 
areas. 

Nearly  2,000  manu- 
facturing plants  have  been 
established  in  the 
Commonwealth  of  Puerto 
Rico— with  more  than 
1  out  of  5  of  Fortune's  500 
leading  U.  S.  industrial 


companies  represented. 
They  range  over  virtually 
every  field  of  contemporary 
technology  and  sophisti- 
cated operation,  from 
petrochemicals  and  phar- 
maceuticals to  scientific 
instruments  and  electronics- 
electrical  equipment. 

The  charm  of  Puerto 
Rico  is  changeless.  But  its 
investment  opportunities 
are  very  much  of  today. 
We'll  be  glad  to  send  you 
detailed  information  about 
these  totally  income  tax- 
exempt  bonds.  Just  write  to 
the  address  below. 


Government  Development  Bank  for  Puerto  Rico 

140  Broadway  New  York,  N.Y.  10005    Dept.  F-2 

Fiscal  Agent  for  the  Commonwealth  of  Puerto  Rico  and  its  public  Authorities: 

Water  Resources  Authority  •  Highway  Authority  •  Telephone  Authority  •  Aqueduct  and  Sewer  Authority 
Ports  Authority  •  Public  Buildings  Authority  •  Industrial  Development  Co.  •  University  of  Puerto  Rico 
Municipal  Finance  Agency  •  Urban  Renewal  and  Housing  Corporation  •  Maritime  Shipping  Authority 


In  tests  by  a 
leading  independent 
laboratory*.. 
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...this  3M  Copier  ran 
off  more  than  100,000 
copies  in  less  than  4 
days... 
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Stack . 

your  copier 

up  against 

ours. 


In  the  space  of  90  hours,  3M's 
"VQC"  II  Automatic  Copier 
turned  out  more  copies  than 
the  average  copier  produces 
in  a  year! 

At  the  end  of  the  test,  it  was 
still  going  strong.  And  during 
the  test  there  were  only  four 
parts  malfunctions! 
Think  how  many  times  your 

*  Tests  results  available  upon  request. 


copier  was  "down"  due  to  parts 
malfunctions  in  the  past  12 
months.  How  many  time-wast- 
ing trips  your  workers  made 
to  the  copier- only  to  find  it 
out  of  action.  How  many  hours 
were  lost  waiting  for  the  serv- 
iceman to  come. 

Then  think  about  the  "VQC" 
II  for  your  copier  needs.  You'll 


3m 

BUSINESS 
PRODUCTS 
CENTERS 


get  rugged,  reliable  perform- 
ance-and  a  whole  lot  more. 
See  for  yourself.  Ask  your 
local  3M  Business  Products 
Center  Representative  to  bring 
you  a  "VQC"  II.  Run  it  in  your 
own  office  and  see  how  it  stacks 
up  against  your  present  copier. 

Find  out  how  service-free  a 
really  rugged  copier  can  be. 


Now: 


Avis  has  it. 


Now,  at  the  busiest  travel  locations,  you  can  get  your  keys,  and  your  car,  and  ti 
off  quicker  than  ever.  Thanks  to  our  new  Wizard  Number  Express  Service. 

Just  make  your  Wizard  Number  reservation  in  advance.  Then  come  to  the  Wizii 
Express  section  at  the  Avis  counter.  It's  a  special  location  (for  Wizard  Number  < 
tomers  only)  where  we  can  deliver  your  keys  and  send  you  on  your        A  # 

way  faster  than  we  ever  dreamed  possible.  /  m^  7B  j 

That's  what  you  get  with  the  Wizard  Number  Express  Service.   /TV  J^ 


©  Avis  Rent  A  Car  System,  Inc.  1975 


Avis  rents  all  makes.. .features  cars  engineered  by  C 
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INDED  1917  BY  B.C.  FORBES  (1880-1954) 


Side  Lines 


Progress  Report 

Ever  since  India  became  independent  in  1947,  foreigners  have  been  pre- 
dicting its  imminent  collapse— which  never  quite  happens.  Indians  resent 
this  attitude,  complaining  that  journalists  see  only  the  negatives:  Famine  and 
riot,  oppression  and  corruption  make  better  copy  than  slow,  clumsy  progress. 
In  "India  Muddles  Through"  (p.  43),  Staff  Writer  Subrata  Chakravarty 
reports  on  his  recent  visit  to  that  teeming,  troubled  but  fascinating  country. 
The  situation,  as  he  sees  it,  is  desperate  but  not  hopeless.  What  the  coun- 
try needs,  he  says,  is  more  pragmatism  and  less  dogmatism.  Although 
educated  largely  in  the  U.S.  (Yale  University,  Harvard  Business  School) 
and  married  to  an  American,  Chakravarty  was  born  in  India  and  retains 
close  ties  with  his  native  land.  Writing  about  foreign  countries  is  a  switch 
for  the  27-year-old  Forbes  writer. 
Since  joining  the  magazine  in  1972, 
he  has  made  a  name  for  himself 
with  perceptive  reports  on  major 
American  corporations.  Chakra- 
varty's  critical  story  on  Avon  Prod- 
ucts, which  was  written  in  1973 
when  the  company's  stock  sold 
about  130,  proved  a  timely  warn- 
ing for  Forbes  readers  that  many 
of  the  so-called  first-tier  stocks  were 
ripe  for  a  fall.  Chakravarty 

Perils  of  Banking  (Cont.).  Last  issue  we  recounted  how  the  Federal  Re- 
serve Board  persuaded  the  banks  to  prop  up  some  shaky  industries— and 
how  close  to  the  brink  one  industry  in  particular,  the  real  estate  investment 
trusts,  really  was.  In  this  issue  we  deal  with  two  more  banking  problems: 

1)  How  U.S.  banks  are  locked  into  hundreds  of  millions  of  dollars  in  loans 
to  Britain's  troubled  Burmah  Oil  (p.  21).  The  piece  was  done  for  us  in 
London  by  James  Flanigan,  our  European  bureau  chief. 

2)  In  New  York  we  take  a  hard  look  at  bank  accounting  for  loan-loss  re- 
serves. Researched  by  Reporter  Laurence  Minard  and  written  by  him  with 
Senior  Editor  Geoffrey  Smith,  our  Numbers  Game  (p.  53)  says  that  bank 
loan  reserves  are  partially  fictional— and  entirely  inadequate  if  conditions 
don't  pick  up  enough  to  rescue  some  of  the  overextended  borrowers. 

Associate  Editor  William  Reddig  headed  a  Forbes  team  on  our  cover 
story:  "The  Sports  Boom  Is  Going  Bust"  (p.  24).  Working  wdth  him  were 
Assistant  Editor  Betty  Franklin,  Reporter  Phyllis  Berman  and  Subrata  Chak- 
ravarty. Sports,  born  on  the  nation's  sandlots  and  schoolyarc* s,  have  become 
big  business  and,  as  such,  are  subject  to  the  old  rules  of  supply  and  demand. 
Demand  remains  high.  But  supply  has  gotten  quite  out  of  control.  The  in- 
evitable result,  as  every  businessman  knows,  must  be  red  ink,  and  red  ink  has 
already  started  flowing  in  the  sports  industry.  There  remains  an  aura  of 
wealth  and  affluence.  Superpromoter  Jack  Kent  Cooke,  after  giving  Re- 
porter Berman  a  tour  of  his  Forum  and  his  Bel  Air  (Los  Angeles)  mansion, 
remarked:  "My  Rolls-Royce  and  Mercedes  are  nice,  but  you  ought  to  see 
my  wife's  Bentley."  However,  Cooke,  a  shrewd  businessman,  apparently 
wants  out  of  his  sporting  empire.  Forbes'  tentative  conclusion:  Maybe,  just 
maybe,  the  businessmen  will  be  giving  sports  back  to  the  sportsmen.  ■ 
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A  brief 
reminder  to 
businessmen 
who  in  1962 
thought  the 
Polaroid  camera 
was  just  an 
expensive  toy. 


It's  not  always  wise  to  be  negative. 
New  developments  have  a  way  of 
changing  old  preconceptions. 

Take  Mississippi  for  example. 
Nothing  but  'gators  and  mint  juleps,  right? 

You  really  should  get  the  facts.  In 
our  book  we  tell  you  about  our  available 
labor  and  raw  materials  and  abundant 
transportation  and  favorable  tax  laws. 

Of  course,  you  already  know  about 
our  great  climate.  You  see  it  on  all 
those  New  Year's  football  games. 

If  you're  smart,  you'll  write  for 
the  book.  If  you're  even  smarter,  you'll 
move  your  plant  here. 

And  if  you're  a  genius,  you'll  fly 
down  tomorrow  and  make  some 
Polaroid®  shots  of  the  place. 


Along  with  my  Re-Think  Mississippi  button 

please  send  me  information  on: 

'3  Statistical  Book  on  industrial  opportunities 

in  Mississippi   (Attach  coupon  to  your 

business  letterhead.) 
1  Travel  information  (our  new  travel 

guide)   See  Mississippi  while  looking  for  a 

new  plant  site. 
Name Title 

Business 

Address  . 

City 


^State_ 


Zip 


Mississippi  A  &  I  Board/  P  O  Box  849 

Jackson,  Mississippi  39205 


FB 


Trends  &Tangents 


Foreign 


Allah  Be  Praised 

Inflation,  collapsed  stock  markets 
and  unstable  property  values  are  hit- 
ting those  most  secretive  of  world 
institutions,  the  churches.  Reports  are 
now  circulating  in  Europe  that  the 
Vatican  lost  at  least  $50  million— and 
possibly  five  times  that  amount- 
through  its  unwise  faith  in,  and  back- 
ing of,  fugitive  banker  Michele  Sin- 
dona  of  Franklin  National  Bank  fame. 
And  in  Britain  the  Church  of  En- 
gland is  so  sorely  pressed  to  maintain 
its  traditional  parsonages  that  it  may 
have  to  resort  to  part-time  clergy. 
As  in  so  many  other  areas  these  days, 
the  one  religion  reported  to  be  mak- 
ing gains  is— you  guessed  it— Islam. 

Peers  Of  Our  Realm? 

Burke's  Peerage  and  Burke's 
Landed  Gentry  are  the  standard 
British  reference  works  for  anyone 
who  wants  to  know  who's  who  among 
the  upper  uppers,  but  can  the  con- 
cept be  exported?  The  publisher, 
Burke's  Peerage,  Ltd.,  plans  to  find 
out.  This  April  it  will  publish  Burke's 
Presidential  Families  of  the  United 
States,  outlining  the  genealogy  of  all 
U.S.  presidents  and  retailing  for  a 
ritzy  $40. 

Common  Problem 

Because  of  mounting  losses,  four 
Sweda  cash  register  factories  in  Swe- 
den are  closing,  idling  1,500  workers. 
Reason:  They  made  electromechani- 
cal models  when  the  technology  had 
become  overwhelmingly  electronic. 
And  in  Britain,  two  Royal  typewriter 
plants  producing  mainly  old-fash- 
ioned manual  models  will  also  close, 
after  losses  announced  at  $12  mil- 
lion in  the  last  two  years;  3,200  will 
be  unemployed.  What  is  common  to 
both  cases  is  the  parent  company  in- 
volved: Litton  Industries  of  Beverly 
Hills,  Calif.,  which  tried  for  so  long  to 
sell  the  concept  that  its  name  meant 
high  technology. 

Virtue  May  Triumph 

Though  the  situation  could  still 
change,  it  now  looks  as  though  busi- 
ness efficiency  will  prevail  over  nar- 
row nationalism  in  a  contract  award 
for  telephone  equipment  in  Britain. 
Sweden's  L.M.  Ericsson  performed  so 
well  on  a  $40-million  contract  for 
an  international  exchange  system  for 
Britain's  telephone-controlling  Post 
Office,  that  the  P.O.  is  awarding 
Ericsson  another  contract,  this  time 
for  upwards  of  $70  million.  After  all, 


Ericsson  completed  work  as  much  as 
a  year  ahead  of  schedule  on  its  first 
outing.  But  labor  unions  and  the  Post 
Office's  home  suppliers,  including  the 
British  arm  of  International  Tele- 
phone &  Telegraph,  are  raising  cain 
about  the  contract  and  trying  to  get 
at  least  part  of  it  turned  over  to  the 
hometown  boys. 

Business 

Rx  For  Relicensing 

The  pressure  for  continuing  profes- 
sional education  has  led  a  new  med- 
ical magazine  to  inaugurate  a  read- 
and-self-test  program.  The  "text  & 
test"  system,  developed  by  the  month- 
ly medical  journal,  Current  Prescrib- 
ing, will  consist  of  a  designated  article 
followed  by  a  dozen  or  so  questions 
to  be  graded  and  commented  upon 
by  the  University  of  Texas  Health  Sci- 
ence Center  at  San  Antonio.  Each  test 
earns  one  credit-hour  acceptable  to 
the  American  Medical  Association  and 
the  American  Academy  of  Family 
Physicians.  Continuing  education  is 
becoming  increasingly  important  to 
the  doctor:  Seven  states  already  re- 
quire, or  are  in  the  process  of  requir- 
ing, physicians  to  participate  in  some 
program  for  periodic  relicensing. 

(Continued  on  page  76) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  Q  1  year  %  1 5.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State  Zip 

F-4826 
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There's  Natural  Gas 
beneath  our  seas. 
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That  s  why  the  gas  industry  is  drilling  as  far  as  a  hundred 
miles  out  in  the  Gulf  of  Mexico  and  the  Pacific  Ocean, 
farther  and  deeper  than  we  ve  ever  gone  before. 

According  to  the  U.S.  Geological  Survey,  potential  huge 
reserves  of  natural  gas  lie  under  the  Atlantic  shelf  as  well. 
This  offshore  drilling  is  just  one  of  many  projects  the 
gas  industry  is  working  on  to  meet  the  growing  demand. 
By  1990  it  is  expected  that  new  supplemental  sources 
will  provide  nearly  a  third  of  our  country's  gas  energy. 

Use  gas  wisely.  Its  clean  energy  for 

today  and  tomorrow.  acasssks-  6 


Celestron 


Multipurpose 
TELESCOPES 


Schmidt-Cistegrain 
optics 


razor-sharp 

field  of  view 


brilliant  images 
at  high  power 


swing-down 
tube 


Optically  large  telescopes,  compactly 
packaged  and  superbly  crafted  for  the 
discriminating  telescope  enthusiast. 

Celestron  5.  Close  in  whisker-to-whisker  on  a  squir- 
rel feeding  50  feet  away.  Bring  into  sharp  focus 
a  face  1,000  feet  away.  See  or  photograph  the 
rings  of  Saturn,  the  ever-changing  belt  structure 
of  Jupiter,  gossamer  nebulae  and  much  more. 
(Useful  powers:  25-300X,  Wt.:  12  lbs.,  Size  swung 
down:  7"  x  8"  x  16",  Base  price:  $750) 

Celestron  8.  Inspect  the  feathery  down  of  a  field 
sparrow  75  feet  away.  Snap  the  profile  of  an  eagle 
half  a  mile  away.  See  or  photograph  the  thousands 
of  stars  in  a  globular  cluster,  the  intricate  fila- 
mentary detail  of  deep-sky  nebulae,  dust  lanes  in 
spiral  galaxies  millions  of  light-years  away.  (Use- 
ful powers:  50-500X,  Wt.:  23  lbs.,  Size  swung 
down:  9"  x  12"  x  22",  Base  price:  $965) 

On  display  at  museums  and  planetariums  through- 
out the  country.  For  your  free  color  catalog,  write 


Celestron  Pacific 

2835  Columbia  •  Box  3S78-F 
Torrance,  CA  90503 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


•     • 


•     • 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
mcnth  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505—623-0507 


Readers  Say 


Poor  Wits 

Sir:  Re  the  attempt  of  Indiana 
Standard  to  take  over  our  client,  Oc- 
cidental Petroleum.  You  had  said  that 
it  would  be  a  knockout  in  an  early 
round  for  Dr.  Hammer  (Fact  &■  Com- 
ment, Jan.  1 ) .  After  it  appeared  a 
number  of  so-called  Wall  Street  wits 
predicted  that  your  comment  was 
"the  kiss  of  death."  I  made  a  number 
of  bets  with  these  people  that  your 
prediction  was  correct  and  set  a  date 
of  before  March  1.  Tqmorrow  I'm 
going  downtown  to  collect. 

—Philip  C.  Wallach 

President, 

Wallach  Associates,  Inc. 

New  York,  N.Y. 

Standard  Oil  of  Indiana  threw  in 
the  towel  on  Jan.  23  when  its  Board 
of  Directors  decided  "to  end  further 
consideration"  of  the  proposed  take- 
over—MSF. 

Gut  Issue 

Sir:  Your  article  on  capitalization 
of  leases  (Jan.  15)  certainly  touched 
the  "gut"  issue— the  effect  on  the  bal- 
ance sheet.  Capitalization  would 
change  the  appearance  of  many  bal- 
ance sheets,  especially  in  the  retail 
and  airline  industries.  But  this  is  ex- 
actly what  is  needed  to  give  investors 
a  clearer  perception  of  a  company's 
total  fixed  long-term  commitments. 
Whether  capitalization  will  make  it 
more  difficult  for  some  to  raise  capi- 
tal is  problematical,  but  it  is  a  poor 
argument  to  claim  that  financing  is 
viable  only  if  disclosure  and  account- 
ing do  not  portray  full  reality. 

—William  C.  Norby 

Chairman, 

Financial  Acctg.  Policy  Committee, 

The  Financial  Analysts  Federation 

New  York,  N.Y. 

Eat  Our  Words? 

Sir:  I'm  thinking  of  saving  your 
article  on  investing  in  dehydrated 
foods  ("Hello  Sucker!"  Feb.  1)  and 
sending  it  back  to  you  at  the  appro- 
priate time.  Then  you  can  eat  your 
words  and  see  if  they  fill  your  belly. 

—Doris  Feil 
Ventura,  Calif. 

Only  A  Part,  Not  The  Whole 

Sir:  In  the  portion  of  the  article 
on  Springs  Mills  (Jan.  15)  dealing 
with  the  sale  of  our  terry  operations 
to  J. P.  Stevens  &  Co.,  I  was  quoted 
as  saying,  "Actually  we  could  have 
bought  Stevens.  But  we'd  have  been 
buying  too  many  headaches."  I  was 
referring  only  to  Stevens'  terry  busi- 


ness, not  an  entire  billion-dollar  com- 
pany. Stevens  wanted  to  grow  in  terry 
and  we  wanted  out.  We  aren't  aban- 
doning textiles,  however. 

-H.W.  Close 

Chairman, 

Springs  Mills,  Inc. 

Fort  Mill,  S.C. 

Small  Return 

Sir:  Re  Louis  Baere's  complaint 
(Readers  Say,  Jan.  15)  that  the  Gov- 
ernment took  away  our  gold  at  $35 
an  ounce  and  now  sells  it  back  to  us 
at  $175  an  ounce.  Actually  it  is  a 
pretty  good  deal  for  those  who  sold 
out  originally  and  have  now  bought 
back;  the  increase  now  represents  only 
a  4/8%  compounded  interest  rate. 

—Charles  Becker  Jr. 

Senior  Vice  President, 

Corporate  Relations, 

Franklin  Life  Ins.  Co. 

Springfield,  111. 

Cook,  The  Butcher 

Sir:  In  "The  Case  of  the  Willing 
Victims"  (Nov.  1)  you  say,  "Stanley 
Goldblum,  who  was  only  a  kid  when 
Ivar  Kreuger  shot  himself  in  1932,  is 
a  hulking  man  who  early  in  life  was 
in  the  butcher  business  and  still  looks 
the  part  despite  his  Beverly  Hills  mod 
suits."  What  does  a  butcher  look  like? 
I  am  one,  and  I  never  realized  we 
had  a  label  all  our  own. 

—Herbert  Cook 

President  and  Chairman, 

Bluebird  Inc. 

Chicago,  111. 


Goldblum 


Cook 


Balloon  Barbs 

Sir:  Many  of  us  were  convinced 
Malcolm  Forbes  had  enough  hot  air 
to  carry  himself  not  only  to  Europe 
but  to  the  moon.  Instead  he  reaf- 
firmed a  principle  of  physics:  "Lead 
will  always  rise  to  its  own  level." 

—Ira  U.  Cobleich 
New  York,  N.Y. 

Sir:   I  am  wondering  what  \on  <  \ 
pected  to  accomplish  in  that  trip.    In 
the  future,  I  am  going  to  not   my  fi- 
nancial advice  elsewhere.  Cancel  mj 
subscription. 

— P.A.  Meyers 
I  lunsion,  Tex, 


i 
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\bu  ve  invested  a  lot 
in  your  career. 

Invest  73$  a  week  more. 


Think  of  the  years 
and  the  effort  you've 
spent  to  get  where  you 
are  in  business. 

Now  think  of  where 
you  want  to  be. 

And  now  read  about 
a  way  to  help  you  get  i 
there:  The  Wall  Street^ 
Journal. 

The  Journal  is  a  national,  daily  publica- 
tion written  and  edited  for  men  and  women 
in  business  who  want  to  be  more  valuable 
than  they  are  now. 

So  The  Journal  is  filled,  page  after  page 
every  business  day,  with  solid  business  infor- 
mation, gathered  from  all  over  the  world, 
concerning  anything  anywhere  that  may  be 
pertinent,  interesting,  informative  and  useful 
to  business-minded  people.  The  key  word  is 
"useful." 

That's  why  The  Wall  Street  Journal  is 
printed  in  nine  different  plants  across  the 
United  States.  So  that  the  information  in  it 
will  get  into  the  hands  of  Journal  subscribers 


early  enough  each  day  to 
be  used  by  them  that  day. 

Try  The  Journal  on 
our  special  introductory 
offer.  Just  73<(:*a  week  will 
get  it  delivered  to  your 
home  or  office.  Fill  out 
and  mail  in  the  attached 
J  card.  If  someone  else  has 
already  used  the  card, 
write  The  Wall  Street  Journal,  200  Burnett 
Road,  Chicopee,  Mass.  01021,  and  tell  us  you 
want  to  take  us  up  on  our  73<J>a  week  offer,  for 
any  period  from  13  weeks  to  a  year. 

73(|;  a  week.  After  all  you've  already  in- 
vested in  yourself,    PV^f 
it's  very  little.  r^/^ 

Wall  Street 
Journal 

Trice  good  in  United  States  and  possessions  and  Canada. 


When  Peoples  Gas  spends  over  $100  million  just  for  the  pipeline, 
you  know  there's  something  big  at  the  end*  I 


About  1.3  trillion  cubic  feet  big. 
That's  the  total  natural  gas  reserves 
have  rights  to  in  just  one  1 1 -tract 
:a  off  Louisiana's  coast  in  the 
ilf  of  Mexico. 

Reserves  we're  tapping  right  now 
:h  Stingray.  A  giant  300-mile  long 
derwater  natural  gas  pipeline 


that  we're  a  joint  venture  partner  in. 

Stingray  has  the  capacity  to  bring 
225  million  cubic  feet  a  day  into  our 
mid- America  markets  this  winter.  And 
400  million  cubic  feet  a  day  by  next 
winter. 

Yet  the  Gulf  is  just  the  beginning. 

By  the  winter  of  1975-76  we'll  be 
involved  in  synthetic  natural  gas 


production.  And  for  future  needs  we're 
investing  in  coal  gasification,  a  pipeline 
from  the  Arctic  areas  of  Alaska  and 
Canada,  and  a  worldwide  search  for 
new  sources  of  liquified  natural  gas. 

At  Peoples  Gas  we've  always 
planned  for  the  future.  And  our 
planning  pays  off  in  new  supply. 


PEOPLES  GAS  COMPANY 

An  Integrated  Natural  Gas  Network:  Natural  Gas  Pipeline  Company  of  America. 

The  Peoples  Gas  Light  and  Coke  Company.  North  Shore  Gas  Company.  Harper  Oil  Company. 

Write  for  1974  Annual  Reporti  122  S.  Michigan  Ave.,  Chicago,  II.  60603 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


A  LESSON  IN  LESS   THAN   1,000  WORDS 

Ben  Shahn's  paintings  had 
Goyaesque  impact.  His  less- 
famed  photographs  often  had 
the  same  stark  wallop.  This 
one,  taken  in  1935  when 
America  had  not  yet  climbed 
back  from  the  seering  De- 
pression, has  relevance  and 
message  today.  In  that  win- 
dow are  the  prices  of  the 
most  successful  deflation  the 
world  has   ever   experienced. 
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WE   SHOULD   MULL  OVER  ANY 

In  many  industrialized  countries  any  appreciable  for- 
eign investment  must  have  the  government's  approval  be- 
fore it  can  take  over,  buy  out,  absorb,  or  buy  into  any 
sizable  company  in  that  land. 

Getting  a  government's  O.K.  differs  in  different  coun- 
tries, but,  essentially,  such  takeovers  are  evaluated,  as 
now  in  Canada,  on  whether  or  not  they'll  be  of  Significant 
Benefit  for  the  country  involved. 

Except  for  limited  areas,  such  as  defense-related  in- 
dustries and  communications,  we  have  no  such  procedures, 
and  often  in  the  past  have  felt  put  upon  when  other 
countries  came  to  negative  conclusions  concerning  efforts 


MAJOR  FOREIGN  TAKEOVER 

of  American  companies  to  take  dominant  investment  posi- 
tions in  major  national  businesses. 

Times  have  changed— and  how. 

Knowing  for  certain  that  much  of  the  oil-producing 
countries'  incredible  cash  flow  will  soon  be  aimed  at  the 
ownership  of  assorted  and  sizable  U.S.  corporations,  we 
had  better  set  up  promptly  our  own  review  procedures 
—not  with  the  intention  of  turning  back  all  such  in- 
vestments, but  of  being  sure  that  if  the  amounts  are  of 
significant  size  in  significant  U.S.  companies  such  invest- 
ments will  meet  the  criteria  of  Significant  Benefit  to  the 
American  economy. 


LET  THEM  UP 


Almost  buried  in  the  consuming  concern  over  energy 
is  the  dire  plight  of  utilities  that  must  turn  the  raw  ma- 
terials involved  into  power  delivered.  Even  at  nutty-high 
returns,  utilities  can  raise  little  or  none  of  the  enormous 
additional  equity  and  financing  required  to  maintain  or 
better  efficiency,  to  meet  new  and  ever-shifting  industrial 
and  consumer  needs. 


smart  to  refuse  vitally  needed  utility  rate  increases. 
Such  futile  attempts  to  hold  back  the  inevitable  are  a 
bit  like  trying  to  put  a  bottle  cap  on  a  live  volcano.  These 
regulatory  state  commission  efforts  would  be  ludicrous  if 
they  didn't  threaten  so  many  big  and  little  utilities.  If 
politicos  think  the  public  will  prefer  state  and  federal 
bureaucracies  as  a  substitute  for  customer-aware  free-en- 


Too  many  state  utility  commissions  think  it's  politically      terprise  power  companies,  they're  sorely  mistaken. 


FORBES,  FEBRUARY  15,  1975 


15 


THE  WEST  GERMANS  ARE  THE  BEST-OFF  PEOPLE 


in  Europe-and  not  because  they  are  dumb. 

In  addition  to  working  hard,  they  use  their  heads.  Fac- 
ing a  recession  that's  far  milder  than  our  own,  their  gov- 
ernment, instead  of  displaying  hostility  to  the  businesses 
which  must  provide  the  jobs,  is  stimulating  capital  spend- 
ing. It  is  granting  a  7M%  bonus  on  capital  investment  for 


seven  months,  and,  if  the  investment  is  in  machinery  that 
will  conserve  energy,  the  bonus  is  15%. 

What  an  intelligent  way  to  stimulate  both  the  con- 
servation of  energy  and  the  expansion  of  employment. 
Congress  should  promptly  enact  President  Ford's  proposed 
investment  credit  increase. 


CAUSE 


The  Fortune  Society  was  established  by  David  Rothen- 
berg  to  help  ex-convicts  get  jobs  so  that  they  would  have 
a  chance  to  become  part  again  of  family  and  of  commu- 
nity life.  They  have  fought,  and  continue  to  fight,  effec- 
tively to  eliminate  statutory  and  prevailing  employment 
practices  and  forms  that  flagrantly  discriminate  against 
those  who  once  were  found  guilty  and  who  paid  the 
penalty  of  a  crime. 

Recently,  I  wrote  some  corporate  chiefs  asking  help  for 
a  money-raising  dinner  in  support  of  the  Fortune  Society. 

My  colleagues  and  I  at  Chase  Manhattan  have 
long  recognized  the  many  services  that  the  Fortune 
Society  provides.  We  use  the  Fortune  Society  to 
screen  ex-offenders  seeking  employment  at  the  bank, 
and  one  of  our  young  officers  serves  on  the  Society's 
board  of  directors. 

-Willard  C.  Butcher,  President, 

Chase  Manhattan  Bank. 

Since  I  have  a  daughter  in  college  who  briefly 

worked  at  the  Oklahoma  State  Penitentiary,  I  will 

serve  on  the  committee. 

—Malcolm  Baldrige,  Chairman, 
Scovill  Manufacturing  Co. 
This  effort  is  most  necessary  and  meaningful. 
There  is  such  waste  in  our  society  in  relegating  peo- 
ple to  the  human  wasteheap.  It  is  wrong  and  just 
not  sensible.  I  have  found  through  my  career  there 
is  always  hope— or  should  be.  It  is  always  worth 
one  last  effort  to  help  anyone  who  wants  to  be 
helped. 

—Arthur  E.   Imperatore,  President, 
A-P-A   T^nsport   Corp. 
Opportunities  must  exist  for  ex-convicts  if  we  are 
to  fulfill  our  commitment  to  our  way  of  life.  I  can 
assure  you  that  we,  at  Eaton,   are  aware  and  in- 
volved in  coping  with  the  problem. 

— E.  Mandell  deWindt,  Chairman,  Eaton  Corp. 
We  have  long  been  aware  of  and  concerned  about 
the  problems  which  face  ex-offenders  as  they  re- 
join the  community,  and  the  fact  that  these  prob- 
blems  largely  contribute  to  the  high  recidivism  rate. 
Our  efforts  in   this   area  are  directed  through   the 


Many  bought  tickets  and  tables,  and  most  heartening  were 
some  of  the  accompanying  comments  (see  below). 

Some  were  not  without  a  sense  of  humor:  "All  of  us 
potential  future  convicts  should  help  those  who  have 
been  there."  Jacques-Andre  Istel. 

People's  plights  and  needs  on  this  earth  are  endless 
and  numberless,  pressing  and  oppressive.  None  of  us  are 
exempt  at  some  or  many  points  in  our  lives  from  being  on 
the  needing  end;  nor  are  we  exempt,  any  of  us,  from 
helping  to  fill  such  needs. 

National  Alliance  of  Businessmen  which  we  support 
with  time  as  well  as  money.  I'm  also  pleased  that 
local  management  at  a  number  of  our  locations  is 
participating  in  ex-offender  programs. 
—Reginald  H.  Jones,  Chairman,  General  Electric  Co. 

When  I  was  president  of  the  Economic  Develop- 
ment Council  of  New  York  City,  I  worked  very 
closely  with  the  Department  of  Justice  representa- 
tive, opened  doors  of  many  corporations,  and  I  think 
our  combined  efforts  resulted  in  placing  something 
like  528  rehabilitated  prisoners.  Mr.  Eugene  W. 
Shields,  who  was  then  a  Department  of  Justice  rep- 
resentative, did  a  grand  job  here  and  is  doing  it 
throughout  the  country.  —Clarence  Francis. 

The  helping  of  ex-convicts  is  a  project  in  which 
we  in  Hercules  are  actively  involved  here  in  Dela- 
ware. We  support  several  agencies  with  funds,  and 
my  associates  and  I  spend  a  great  deal  of  time  con- 
stantly trying  to  improve  our  community  and  our 
state  in  their  interest.  Among  these  efforts  are:  Dela- 
ware Agency  to  Reduce  Crime,  Delaware  Council 
on  Crime  &  Justice,  Delaware  Opportunities  Indus- 
trialization Center.  We  are  working  on  the  state 
penal  system  through  the  Urban  Coalition  of  Metro- 
politan Wilmington,  which  is  currently  involved  in 
Ex-Convicts,  Inc.,  an  organization  concerned  with 
counseling  prisoners  who  are  being  released  in  an 
effort  to  find  jobs.  I  could  name  still  more;  but  the 
point  is,  I  feel  very  strongly  that  if  all  of  us  do  a 
good  job  at  home,  we  will  have  no  national  prob- 
lem; and  that  is  what  I  am  striving  for. 

—Werner  C.  Brown,  President,  Hercules  Inc. 


LIMITED  ACQUISITIVENESS 


Evan  Dodson,  one  of  Montana's  most  able  cattle  ranch 
managers,  was  discussing  the  desirability  of  adding  some 
adjacent  grazing  lands.  With  the  wit  and  wisdom  that  so 


often  is  a  characteristic  of  those  who  know  and  love  the 
outdoors  and  animals  and  fellowmen,  he  observed,  "We 

don't  want  to  own  all  the  land— just  what  adjoins  ours." 


THE   ENJOYMENT  OF  LIFE 

is  most  often  a  matter  of  mind  rather  than  money 
—especially  if  you  have  enough  of  both. 


THE   HEREAFTER 

Those  who  know  the  answers  never  serin  to  he 
in  a  position  to  pm\  ide  'em. 
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-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Immediate  Overhaul  Needed 

Both  the  regulators  and  the  utilities 
should  start  overhauling  a  rate  struc- 
ture that  was  designed  in  the  days 
when  the  companies  were  anxious  to 
bring  in  more  capacity.  The  declining 
rate  on  big  blocks  of  power  is  an 
archaic  device  intended  to  promote 
heavy  usage  rather  than  conservation. 
It  should  be  replaced  by  a  cost-to- 
serve  price  structure.  In  addition, 
power  companies  should  start  charg- 
ing premium  rates  for  electricity  used 
during  the  peak  demand  periods. 
Holding  down  the  peak  loads  would 
reduce  the  need  for  standby  capacity. 
—Business  Week  editorial. 

Oceans  of  Raw  Material 

On  stretches  of  [the  ocean  floor] 
where  the  sediments  collect  slowly, 
manganese  nodules  are  as  thick  as 
windfall  apples,  and  often  larger. 
They  contain  relatively  pure  manga- 
nese, iron,  copper  and  other  elements 
of  salt  water,  which  slowly  accrete 
around  a  shell  or  a  shark's  tooth. 
(The  minerals   that  have   been   dis- 


covered in  this  form  on  the  Pacific 
floor  alone  would  supply  present 
world  demand  for  more  than  a  hun- 
dred thousand  years;  several  Ameri- 
can companies  claim  they  will  be 
mining  in  the  Atlantic  by  1975. ) 

—William  Wertenbaker, 
The  New  Yorker. 

Adios  to  India 

We've  spent  25  years  talking  about 
democracies  and  the  only  places  we 
seem  to  be  interested  in  are  dictator- 
ships. A  dictatorship  will  assure  you  a 
friendly  press  and  enthusiastic  crowds 
at  the  airport,  and  India  can't  do  that 
because  it's  free.  India  is  the  largest 
nation  committed  to  a  free  demo- 
cratic society,  and  we  should  simply 
not  forget  that.  —Patrick  Moynihan, 
former  U.S.  Ambassador  to  India. 

Will  Eating  Less  Help? 

It  would  be  comforting  to  believe 
that  eating  less  here  would  provide 
more  for  the  hungry  abroad,  but  in- 
stead it  will  mean  lower  prices  and 
lower  production.  Buying  relief  com- 
modities in  the  open  market,  and  al- 


lowing the  price  mechanism  to  ration 
their  domestic  use,  is  the  only  way  to 
acquire  the  desired  commodities  with- 
out reducing  the  incentive  to  produce 
more  of  them. 

Doing  penance  with  a  brown  lawn 
may  for  all  we  know  save  your  soul, 
and  eating  less  is  certainly  likely  to 
save  your  heart.  But  neither  has  much 
to  do  with  feeding  Bangladesh;  for 
that  we  need  policies  attuned  not  to 
the  next  world  but  to  the  harsh  but 
inescapable  economics  of  this  one. 

— Wall  Street  Journal  editorial. 

Longest  Survivors 

"The  Towering  Inferno"  is  mainly 
concerned  with  an  almost  intermina- 
ble succession  of  rescue  [of]  assorted 
characters  whose  life  spans  conform 
roughly  to  their  billing:  actors  at  the 
head  of  the  cast  live  longest. 

—Vincent  Canby. 

Advisors 

People  who  have  never  made  or 
saved  a  dollar  are  always  letting  me 
know  how  to  spend  a  million. 

—Henry  Ford. 


PUTTING  PRESSURE  ON  OPEC 

by  M.S.  Forbes  Jr. 


In  the  heated  debate  on  what 
to  do  about  sky-high  oil  prices,  not 
enough  consideration  has  been  giv- 
en to  an  idea  from  MIT's  noted  oil 
economist,  M.A.  Adelman. 

Dr.  Adelman  has  proposed  trmt 
the  U.S.  auction  off  import  licenses 
to  anyone  wishing  to  sell  oil  to  the 
U.S.  This  might  facilitate  price 
cutting  by  OPEC  members. 

"The  cartel's  weak  spot  is  excess 
capacity,"  says  Adelman.  "[If]  the 
U.S.  could  put  oil  imports  up  for 
sealed  competitive  bids,  open  to 
anyone  who  deposits  a  certified 
check,  cartelists  could  be  forced 
to  compete  in  mutual  ignorance, 
each  unable  to  watch  its  fellows. 

"Quota  tickets  should  be  freely 
transferable;  nobody  would  know 
who  was  really  behind  the  nomi- 
nal bidder,  i.e.,  which  government 
was  willing  to  chisel  on  its  fellow 
cartelists  and  rebate  some  of  its 
profits  to  the  U.S.  Treasury  to  keep 
or  expand  exports  to  this  country. 

"The  exporting  countries  will 
publicly  refuse  to  bid,"  Adelman 
believes,  but  "they  cannot  tell 
which  of  them  are  privately  be- 
traying the  rest. . . .  The  cartelists 
boycotting  the  U.S.  might  try  sell- 


ing more  elsewhere,  upsetting  cus- 
tomary market  shares  and  putting 
pressure  on  prices." 

Adelman 's  idea  is  worth  trying. 
Two  of  the  biggest  exporters  to 
the  U.S.  are  Nigeria  and  Venezue- 
la. Both  of  these  countries  have 
ambitious  plans  for  developing 
their  economies.  Both  need  all  the 
oil  revenue  they  can  get.  They  can- 
not cut  production  with  the  ease  of 
a  Saudi  Arabia  or  a  Libya.  As  sup- 
ply continues  to  outpace  demand, 
these  nations,  along  with  perhaps 
Indonesia  and  Iraq,  might  be 
tempted  to  cut  prices  to  preserve 
or  increase  market  share. 

A  farfetched  notion?  Maybe 
not.  Recently  OPEC  militants  Libya 
and  Algeria  shaved  their  prices  in 
response  to  lessened  demand. 

Adelman's  scheme  is  not  the  an- 
swer to  all  our  energy  problems.  It 
wouldn't  cut  prices  enough  to  do 
that.  But  at  the  least,  it  would 
make  OPEC's  life  more  difficult, 
and  that's  preferable  to  doing  noth- 
ing at  all. 

REDUNDANCY 

That  able  financier  Felix  Roha- 
tyn  argues  hard  for  the  need  of 


establishing  another  Reconstruction 
Finance  Corporation  (see  As  I 
See  It,  p.  46)  to  bail  out  belea- 
guered American  corporations. 

But  Rohatyn  and  other  advo- 
cates are  overlooking  one  impor- 
tant fact,  namely,  that  we  already 
have  a  functioning  RFC— the  Shah 
of  Iran. 

ANOTHER  THOUGHT 

on  the  idea  of  reviving  the  old  Re- 
construction Finance  Corporation. 
What  hard-pressed  industry  would 
deservedly  be  first  in  line  for  RFC 
succor?  The  answer:  the  electric 
utilities. 

If  there  were  an  RFC,  or  if  the 
Government  guaranteed  utility 
bonds,  the  pressure  on  regulatory 
commissions  to  permit  unpopular 
but  justifiable  rate  increases  would 
vanish.  "Leave  it  to  the  RFC" 
would  be  the  reaction  of  most  state 
commissions  to  their  utilities'  finan- 
cial plight. 

Would  it  be  wise  for  the  Gov- 
ernment to  underwrite  below-cost 
energy? 

Would  that  be  compatible  with 
our  goal  of  someday  achieving 
energy  independence? 
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It's  1976. 

And  she's  a  beauty. 

But  suddenly  production  in 
that  new  plant  of  yours  comes 
skidding  to  a  stop.  Because 
your  power  supply  systems 
can't  comply  with  recently 
tightened  air  standards. 

Or.  New  processes  you've 
installed  bring  you  new 
villains.  Dangerous  noise  levels. 
Toxic  chemicals.  That  threaten 
your  workers'  health.  And  give 
you  a  splitting  corporate 
headache. 

Or.  Effluent  standards  are 
tightened.  So  you  need  more 
(and  more  costly)  water 


cleanup  equipment  you 
wish  you'd  allowed  for  in 
the  first  place. 

Nobody's  got  a  crystal  ball. 
But  the  more  you've  been 
involved  with  the  design  of 
environmental  controls,  the 
more  successfully  you  can 
eliminate  pitfalls.  Even 
mushrooming  pollution  ones. 

We  know.  We're  Marsh  & 
McLennan.  The  world's 
leading  insurance  broker. 

And  we've  helped  plan 
facilities  to  minimize  risks  for 
over  100  years. 

Part  of  this  service  we're  so 
proud  of  is  M&M  Protection 


Consultants  (M&MPC)  and 
George  D.  Clayton  &  Associates 
(GDC).  Together  they  have  a 
full  staff  of  qualified  engineers 
and  scientists.  With  expertise  in 
air,  water,  noise,  radiation, 
industrial  hygiene,  and  solid 
waste  disposal.  And  GDC  has 
its  own  comprehensive 
pollution-analysis  laboratories. 
To  help  solve  your  environ- 
mental problems.  The  ones 
you've  got  now.  And  potential 
ones. 

Call  us.  Wherever  you  are 
in  the  world. 

We  want  to  help  you  lead  a 
good  clean  life. 


MMmM  i?  IMMJElimiil 


The  Knowledge  Broker 


How  to  get  instant  replay 
on  your  stockholder  action 


When  it  comes  to  giving  you  minute- 
to-minute  information  on  your  shareholder's 
stock  transfer  activities,  we  believe  we 
can't  be  beaten.  As  a  matter  of  fact,  we  don't 
think  there's  a  bank  in  America  that  can 
give  you  faster,  more  accurate  service.  And  at 
a  competitive  price  that  can  result  in  consid- 
erable savings.  That's  because  we've  just 
created  what  we  think  is  the 
perfect  blend  between  man 
and  machine. 

Instant  Transfer 

Our  new  system  makes 
us  a  leader  in  stock  transfer. 
It's  a  real  innovation  that 
gives  the  corporate  treasurer 
or  secretary  immediate 
access  to  any  element  of 
your  master  shareholder 
list.  We  use  an  on-line  com- 
puterized system.  It  applies 
the  newest  technology  in 
information  retrieval  (the 
cathode  ray  tube)  to  help 
identify,  code,  safety  check, 
record,  and  display  all 
information  pertinent  to  your  company's  stock 
transfer  operations. 

Fingertip  Information* 

The  cathode  ray  tube  is  simple  to  use.  And 
when  we  install  one  of  these  terminals  in  your 
office, you'll  be  able  to  get  a  full  record  of  share- 
holder information.  Instantly.  Including  name, 
address,  account  number,  certificate  and  share 
activity,  dividend  history,  and  any  other  in- 
formation you  might  need  in  special  situations. 

We'll  install  the  terminal  for  you  and  train 
your  employees  in  its  use.  That  way  you'll  be 
able  to  answer  any  shareholder  inquiry  imme- 
diately. Whether  from  a  member  of  your 
board,  who  asks  you  a  casual  question  over 
lunch,  or  a  small  shareholder  from  Scranton 


who  needs  some  information  on  his  ten  shares. 
We'll  also  see  to  it  that  you're  supplied  with  a 
comprehensive  daily  report  of  all  share  activity. 

Dividend  Investment  Plan* 

Nothing's  better  for  your  long-term 
corporate  health  than  loyal,  long-term  share- 
holders. At  Chemical  Bank,  we've  developed 

a  simplified  way  to  make 
it  easier  for  your  share- 
holders to  purchase  even 
more  of  your  stock.  With 
our  Dividend  Investment 
Plan,  we  can  automatically 
credit  your  shareholders 
with  whole  or  fractional 
shares.  And  since  we're  able 
to  combine  large  amounts 
of  dividends,  we're  able 
to  buy  in  much  larger 
quantities  than  the  individ- 
ual investor. 

Registrar  Services* 

Chemical  is  also  one  of 
the  most  well  respected 
and  successful  registrars  in 
the  country.  That's  because  of  the  attention 
to  detail  that  our  people  consistently  provide 
to  companies  like  yours. 

If  you'd  like  more  information  on  how 
to  get  instant  replay  on  all  of  your  stock  transfer 
activities,  or  if  you'd  like  an  opportunity  to 
see  this  innovative  system  in  actual  operation, 
contact  your  Chemical  Bank  representative 
or  Nicholas  G.  Baldino,  Senior  Vice  President, 
Chemical  Bank,  55  Water  Street,  New  York, 
New  York  10041.  (212)  952-2018. 

ChemicalBaink 

American  business:  When  needs 
are  financial,  the  reaction  is  Chemical. 
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ire  your  roll  towel  leftovers 
how  many  hand-dries  you  can  save 
ith  the  new  Commander  FCabinet. 


You  may  be  throwing  away  as  much  as  25% 
of  what  you  spend  on  roll  towels  in  "stub 
rolls  ine  leftover  towels  your  maintenance 
man  finds  when  he  refills  the  cabinets. 

When  he  finds  a  stub  roll,  he  can  leave  it 
in  the  cabinet  and  hope  it  doesn't  run  out.  Or, 
he  can  remove  the  stub  roll  and  put  in  a  fresh 
roll.  If  he  removes  it,  you  may  be  wasting  as 
much  as  25%  of  the  roll  towels  you  buy. 

Now  use  almost  every  inch  of 
the  towels  you  buy. 

Fort  Howard's  Commander  I  Cabinet  lets  you 
load  a  new  625-foot  roll  while  the  stub  roll- 
up  to  31/2  inches  in  diameter  —  is  still  being 
used.  After  the  stub  roll  is  used  up,  towels 
from  the  new  roll  dispense  automatically.  So 
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you  use  almost  every  inch  of  towels  you  buy. 

And  because  you  can  get  up  to  755  lineal 
feet  of  uninterrupted  towel  service,  the 
Commander  I  can  lessen  the  chance  of  run- 
outs and  may  help  reduce  your  maintenance 
costs— by  requiring  fewer  refills  than  single- 
roll  cabinets. 

If  you'd  like  to  see  how  our  new  Com- 
mander I  Cabinet  can  help  you  reduce  roll 
towel  waste  and  provide  more  uninterrupted 
towel  service,  write  us  on  your  business 
letterhead.  We'll  send  one  of  our  sales  repre- 
sentatives over  with  a  sample  cabinet  and  a 
Commander  I  Savings  Scale  to  show  you  how 
much  you  can  save. 

You  have  nothing  to  lose 
but  your  stub  roll  waste. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


We  put  paper  to  work  for  you. 


Forbes 
Holding  The  Burmah  Bag 


Guess  who's 

holding  the  bag 

with  Britain's  troubled 

Burmah  Oil  Co.? 

You  guessed  it: 

a  long  list 

of  big  American  banks. 

It  is  not  only  at  home  that  U.S.  banks 
are  stuck  with  doubtful  loans  to  trou- 
bled corporations  (Forbes,  Feb.  1) . 
When  Britain's  giant  Burmah  Oil  Co. 
almost  went  to  the  wall  at  the  end 
of  last  year,  it  was  in  debt  to  foreign 
banks,  nearly  all  American,  to  the 
noisy  tune  of  $650  million.  In  the 
end,  the  U.S.  banks  will  probably  get 
their  money  back.  But  they  may  have 
to  wait  long  for  it. 

The  biggest  U.S.  holder  of  the  Bur- 
mah bag  is  Chase  Manhattan,  but 
the  list  includes:  Citibank;  Bank  of 
America;  Continental  Illinois;  First 
National  of  Chicago;  Manufacturers 
Hanover;  Morgan  Guaranty;  Texas 
Commerce  Bank;  Crocker  National- 
all  with  London  offices  and  lenders 
of   undisclosed   amounts   to   Burmah. 

Here's  how  it  happened: 

Burmah  was  a  rich,  old  company 
whose  main  assets  were  in  shares  of 
British  Petroleum  (21.5%)  and  the 
British  side  of  the  Royal  Dutch/ ShelJ 
Group  (2%).  Burmah's  management, 
however,  yearned  for  the  exciting  life 
of  a  major  oil  company.  So  a  year 
ago  Burmah  made  a  deal  to  buy  the 
oil  and  gas  properties  of  Los  Angeles- 
based  Signal  Cos.  It  was  a  lovely  deal 
for  Signal:  $420  million— all  cash. 
Where  did  Burmah  get  that  much 
cash?  Easy.  It  found  that  U.S.  banks 
in  London  were  happy  to  lend  it.  Col- 
lateral?. Hardly  necessary.  Besides, 
there  was  that  Shell  and  BP  stock, 
worth  $1.1  billion  in  the  market. 
It  was  tacitly  agreed  that  the  oil 
shares  would  not  be  pledged  direct- 
ly, but  would  remain  unencumbered 
to  provide  security  for  the  banks. 

That  was  just  a  starter.  Then  Bur- 
mah borrowed  $230  million  more 
from  (^mong  others)  Citibank, 
Crocker  National  and  National  Bank 
of  Canada.  The  proceeds  went  for 
leases  and  development  in  the  Gulf  of 
Mexico,  and  also  to  buy  the  remain- 
ing 35%  of  Canada's  Great  Plains  De- 
velopment Corp.  (it  already  owned 
65%).  Over  this  period  Burmah  also 


The  Bank  of  England 

ran  up  another  $650  million  of  non- 
dollar debt. 

From  these  proceeds,  Burmah  be- 
came in  just  one  year  a  global  oil 
company.  It  was  in  the  U.S.,  the 
North  Sea,  Canada,  the  Gulf  of  Mex- 
ico. And  it  already  owned  a  large 
tanker  fleet.  The  price?  Burmah  be- 
gan 1974  with  only  $540  million  in 
debt,  but  ended  it  with  $1.3  billion. 

Then  just  about  everything  that 
could  go  wrong  did  go  wrong. 

First,  the  tanker  market  collapsed. 
Then  the  price  of  BP  shares  tumbled 
along  with  the  entire  London  Stock 
Exchange.  The  bankers  became  ner- 
vous, but  Burmah's  management  com- 
forted them.  Look  not,  it  said,  at  the 
market  price  of  BP  and  Shell;  look 
rather  at  the  underlying  earnings  be- 
hind the  stock.  Burmah  also  agreed 
to  renegotiate  the  $420-million  loan 
at  higher  rates,  thereby  adding  $8 
million  to  $10  million  to  its  annual  in- 


terest burden.  In  return  the  bankers, 
most  of  them  American,  agreed  to  ex- 
tend the  loans. 

By  the  year's  end,  Burmah  no  long- 
er had  the  cash  to  meet  interest  pay- 
ments. But  the  Bank  of  England  was 
not  about  to  let  this  crown  jewel  end 
up  in  the  pawn  shop.  To  keep  the 
Americans  from  foreclosing,  the  Bank 
of  England  undertook  to  guarantee 
their  loans.  For  this  the  British  cen- 
tral bank  demanded  a  high  price  both 
from  Burmah  and  from  the  lenders. 
It  took  the  Shell  and  BP  stock  as  col- 
lateral, and  asked  the  bankers  to  ex- 
tend the  loans  for  a  year. 

Then  the  bankers  got  a  bit  of  a 
shock.  No  sooner  had  they  extended 
the  loans  than  the  Bank  of  England 
quietly  informed  them  that  it  now 
owned  almost  all  of  the  83  million  BP 
shares.  The  lending  banks  had  a  guar- 
antee, but  very  little  collateral. 

No  one  will  say  so  for  the  record, 
but  the  U.S.  banks  aren't  at  all  happy 
with  the  situation.  In  Britain,  how- 
ever, you  don't  argue  with  the  Old 
Lady  of  Threadneedle  Street.  As  one 
banker  put  it:  "Without  the  Bank  of 
England's  cooperation,  you  cannot  do 
business  in  this  country." 

Of  course,  Burmah  does  have  some 
other  assets  standing  behind  the 
loans.  But  the  tankers  are  hardly  sal- 
able in  this  market,  and  nobody  can 
be  quite  sure  what  the  old  Signal 
oil  properties  are  worth— or  whether 
there  are  any  willing  buyers  with  the 
necessary  cash  or  credit. 

One  bank  has  come  out  smelling 
like  a  rose— the  Royal  Bank  of  Cana- 
da. Reportedly,  it  was  smart  enough  to 
insist  on  specific  collateral:  the  Great 
Plains  Development  stock,  now  sold 
to  Canadian  Industrial  Oil  &  Gas  Co. 
True,  the  price  was  disappointing. 
Where  Burmah  had  paid  $60  million 
last  year  for  35%  of  Great  Plains, 
the  whole  company  brought  only  $96 
million— enough  to  pay  the  Royal 
Bank,  but  leaving  precious  little  to 
protect  the  other  creditors. 

No,  the  U.S.  banks  and  other  credi- 
tors are  not  going  to  take  horrendous 
losses;  they  have,  after  all,  the  Bank 
of  England's  guarantee.  What  they 
don't  have  is  a  firm  guarantee  as  to 
when  the  loans  will  be  repaid— or  how. 
Come  this  December,  the  creditors 
might  be  asked  to  roll  the  loans  over 
again.  "Nobody  even  wants  to  think 
about  that,"  says  one  banker  involved. 

Is  it  any  wonder  people  are  worried 
about  the  liquidity  of  our  banks?  ■ 
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Me  Tarzan, 
e  Rich 


In  fact,  the  old 
tree-swinger  is  one  of  the 
hottest  properties  around. 

So  you  think  comic  books  are  funky 
and  Tarzan  is  for  tots.  But  some  folks 
up  in  Tarzana,  Calif.— named  for  Tar- 
zan, of  course-take  the  subject  very 
seriously.  They  point  out  that  Tarzan 
is  a  big  hit  in  French  literary  circles, 
with  cover  stories  in  Le  Monde's  lit- 
erary supplement  and  L'Actualite.  A 
scholarly  book  on  the  work  of  Tarzan's 
creator,  the  late  Edgar  Rice  Bur- 
roughs (he  died  in  1950),  is  due  from 
Brigham  Young  University  Press  this 
year  to  coincide  with  the  100th  an- 
niversary of  the  author's  birth.  Origi- 
nal Tarzan  illustrations  by  men  like 
Hal  Foster  and  Burne  Hogarth  ap- 
pear regularly  in  serious  art  shows. 
And  a  pending  deal  would  make  Bur- 
roughs one  of  the  handful  of  English- 
language   authors   whose   works   have 


been  translated  into  Zulu. 

The  people  with  all  that  informa- 
tion love  Tarzan  for  a  reason;  he  has 
put  caviar  on  their  tables  and  sports 
cars  in  their  garages.  These  people 
run  Edgar  Rice  Burroughs,  Inc.  This 
privately  held  company  made  close  to 
$1  million  pretax  last  year  from  sell- 
ing the  Tarzan  comic  strip  and  from 
licensing  books,  comic  books  and  the 
right  to  use  the  character  in  various 
ways.  After  62  years,  Tarzan  remains 
remarkably  popular.  Throughout  the 
world,  250  newspapers  carry  the  strip, 
and  the  public  buys  3  million  Tarzan 
comic  books  a  month  in  16  languages. 

The  company  is  owned  by  Bur- 
roughs' two  sons,  Hulbert  and  John, 
and  by  the  estate  of  his  deceased 
daughter,  Joan  Burroughs  Pierce. 
Hulbert  works  for  the  company,  but 
John  is  not  active  in  it.  So  the  heirs 
have  hired  a  hard-selling  lawyer 
named  Robert  Hodes  as  the  boss. 

"The  greatest  thing  that's  happened 
to  the  company  in  recent  times,"  en- 
thuses Hodes,  "is  the  comic  book 
revival.  Comics  now  account  for  the 
most  significant  part  of  our  revenues." 
Besides  that,  about  2  million  copies  of 
Tarzan  books  are  sold  yearly.  Forty 


Behind  ERB's  Robert  Hodes  is  Johnny 
Weissmuller,  the  most  famous  Tarzan. 


The  Brash  Young  Man  & 
The  Wise  Old  Uncles 


"Stick  to  your  last/'  his  uncles  said. 

But  Bernie  Edison  refused  to  stick  to  his— and 

his  company  has  prospered  mightily. 


Bernard  Edison  got  to  be  president 
of  St.  Louis'  Edison  Brothers  in  1968 
by  being  the  son  of  Irving  Edison, 
one  of  the  five  brothers  who  founded 
the  $4?0-million  chain  of  women's 
shoe  stores.  That  was  the  easy  part. 
The  hard  part  was  making  himself 
the  real,  not  just  the  nominal,  boss.  In 
its  early  years,  Edison  Brothers  had 
no  single  leader;  the  five  brothers  Edi- 
son always  ran  the  company  as  a 
team.  But  Bernie  had  been  to  Har- 
vard Business  School  and  he  had 
some  ideas  of  his  own.  This  he  felt 
very  strongly:  If  Edison  Brothers  was 
so  good  at  selling  medium-priced 
women's  shoes,  it  could  sell  other 
things  as  well.  His  elders  were  not 
at  all  convinced.  They  felt  they  owed 
the  firm's  success  to  its  stubborn  ded- 
ication to  a  single,  narrow  line  of 
business.  Edison  didn't  even  manu- 
facture any  of  the  shoes  it  sold;  manu- 
facturing, the  brothers  felt,  was  a  dif- 
ferent  business    from    merchandising. 


Bernie,  a  poetry  lover  who  neither 
drinks  nor  smokes,  got  his  way.  He 
launched  a  major  diversification  pro- 
gram, adding  clothing,  hardware  and 
sporting  goods  to  Edison's  stores.  Are 
his  father  and  uncles  now  saying:  "I 
told  you  so"?  Not  at  all. 

Like  most  similar  diversification 
programs,  Bernie  Edison's  has  left  the 
company  a  good  deal  bigger.  But  un- 
like most,  it  has  also  left  it  as  profit- 
able as  before.  Last  year,  when  most 
retailers  were  caught  in  a  profits 
squeeze,  Edison  showed  a  21%  gain 
in  profits  and  netted  nearly  19%  on 
stockholders'  equity.  This  in  a  year 
when  competitors  like  Brown  and 
Melville  Shoe  were  reporting  declines 
in  profits. 

What  made  Edison's  diversification 
so  much  more  successful  than  most 
was  that  it  was  based  on  true,  not 
imagined,  synergy. 

"I  found,"  Edison  says,  "that  we 
had  a  surplus  of  people  and  money. 


For  example,  we  had  about  200  very 
good  assistant  store  managers  with  no 
stores  for  them  to  manage."  The  prob- 
lem was  that  Edison  then  dominated 
a  field  where  the  growth  was  very 
limited.  Its  Chandlers,  Bakers  and 
Leeds  chains  so  blanketed  the  me- 
dium-priced women's  shoe  market 
that  they  could  grow  no  faster  than 
the  market  itself. 

And  as  Edison  said,  the  200  were 
good  managers.  They  had  to  be.  They 
had  come  up  through  the  rigid  train- 
ing of  the  Edison  system,  where  vir- 
tually every  executive  rises  from  the 
ranks— selling  shoes;  even  Bernard 
Edison  sold  shoes  in  St.  Louis  and 
San  Francisco. 

There  was  a  surplus  of  money,  too. 
At  the  end  of  1967,  the  company  had 
$38  million  in  cash. 

Interchangeability 

Okay,  but  can  you  teach  a  shoe 
salesman  to  sell  doorknobs':1  This  is 
where  Bernie  Edison's  business  school 
training  came  in  handy.  He  figured: 
II  .i  good  manager  can  manage  an) 
thing,  why  can't  a  good  salesman  sell 
anything? 

Edison  bought  Handyman,  a  small, 
nine-store  chain  of  West  Coast  do  il 
yourself  hardware  stoics.  He  went  I" 
work  finding  out  what  had  made  this 
little  chain  so  successful.  The  answer 
was     just      what      lie     had     expected; 

Handyman  had  picked  its  managers, 
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Tarzan  movies  still  show  up  on  late 
night  TV,  and  returned  about 
$250,000  to  the  company  last  year. 
This  makes  Tarzan  the  oldest  extant 
movie  character  still  in  the  hands  of  his 
original  creator.  And  thereby  hangs 
a  tale. 

In  1911,  when  Burroughs  peddled 
his  first  story  to  the  pulps,  he  was  35, 
broke  and  a  failure  at  just  about  ev- 
erything he  had  ever  tried.  He  had 
been  a  policeman  in  Salt  Lake  City,  a 
gold  miner  in  Oregon,  a  cowboy 
and  the  owner  of  a  book  and  sta- 
tionery store  in  Pocatello,  Idaho, 
where  he  also  did  photofinishing  and 
took  pictures  for  his  customers.  Then 
there  were  some  more  dubious  epi- 
sodes, like  his  snakeoil  cure  for  al- 
coholism and  a  pencil-sharpener  pyr- 
amid scheme.  Burroughs'  first  story 
was  written  at  35  on  the  backs  of 
letterheads  of  his  failed  businesses. 

But  when  the  check  came  back 
for  that  first  story,  Burroughs  did  an 
astute  thing.  He  refused  to  sign  over 
any  but  first  serial  rights  to  the  pub- 
lisher (of  All-Story  magazine).  What 
other  rights  are  there?  the  publisher 
asked.  Well,  Burroughs  replied,  may- 
be there  are  motion  picture  scenario 


rights;  and  he  soon  proved  it  by  ped- 
dling what  is  still  his  best-selling 
book,  Tarzan  of  the  Apes,  to  a  movie 
company.  The  picture,  produced  in 
1918,  was  among  the  half-dozen  most 
successful  pictures  of  the  year,  with  a 
first-run  gross  of  over  $1  million. 

To  this  day  the  company  follows 
the  old  Burroughs  pattern.  Narrowly 
defined  rights  (for  hardcover  books, 
paperbacks,  children's  books,  etc. )  are 
not  sold  but  licensed  for  a  specified 
period,  so  that  the  same  work  can  be 
licensed  over  and  over  again. 

Stemming  The  Tide 

Hodes  came  to  ERB  Inc.  as  gen- 
eral manager  in  1967.  Then  a  lawyer 
specializing  in  entertainment  practice 
for  the  Los  Angeles  law  firm  of  O'Mel- 
veny  &  Meyers,  he  had  been  called 
in  earlier  to  save  the  company  after 
management  had  become  so  lax  that 
unauthorized  editions  of  Burroughs' 
works  were  meeting  the  rising  public 
demand  for  pop  culture  material.  By 
1972  the  books  were  back  in  print, 
revenues  from  comic  book  sales  had 
risen  sixfold  in  a  single  year  and 
Hodes  was  ready  for  Phase  Two. 

In  large  part,  that  consisted  of  tak- 


ing active  control  of  areas  previously 
licensed.  He  decided  to  scrap  the 
middleman,  "taking  his  profits  and 
avoiding  his  sales  resistance." 

This  year  will  bring  the  first  harvest 
of  that  change.  Around  Easter  will 
come  the  first  film  ever  made  of  a 
Burroughs  science  fiction  story,  The 
Land  that  Time  Forgot,  which  was 
financed  and  supervised  by  ERB  Inc. 
A  deal  is  cooking  at  Warner's  for  a 
brand-new  multimillion-dollar  version 
of  Tarzan  of  the  Apes,  with  Robert 
(Chinatown)  Towne  writing  the 
script.  There  are  also  plans  for  an  ani- 
mated children's  TV  show  and  a  TV 
documentary  on  the  life  of  Burroughs, 
produced  by  David  Wolper. 

After  the  big  media  exposure  starts, 
the  company  dreams  of  selling  zillions 
of  Tarzan  and  Jane  dolls,  ape  slippers 
and  jungle  print  bathing  suits,  plus 
tons  of  Tarzan  dog  and  cat  foods. 
Frank  Earl,  former  national  sales 
training  manager  for  Toyota,  has 
joined  the  company  to  head  marketing 
operations.  ERB  Inc.  has  had  acquisi- 
tion feelers,  and  there  is  even  talk  of 
the  company  going  public. 

As  Tarzan  would  say,  "AAAA- 
EEYAA-EEYAA-EEOOO!!!"  ■ 


Young  Edison  managers  created  over  25  stores  like  this  for  mod  couples. 


not  on  the  basis  of  their  knowing 
about  hardware  and  lumber  but  on 
their  knowledge  about  how  to  handle 
customers  and  inventories. 

Since  Edison  had  already  decided 
that  he  had  good  managers  to  spare, 
he  concluded  that  the  company  ought 
to  take  under  its  wing  other  retailers 
who  needed,  in  his  words,  "men  and 
money." 

Between  1969  and  1971,  Edison 
acquired  the  Size  5-7-9  stores,  a  21- 
unit  seller  of  youthful,  petite-sized 
women's  clothing;  Jeans  West,  a  48- 
unit  sports  clothes  outfit;  and  four 
United   Sporting  Goods  stores. 

In  those  three  years,  he  purchased 
82  stores  and  added  four  new  lines 


to  Edison  Brothers.  Since  then  the  re- 
sults have  been  spectacular.  When 
acquired,  the  four  chains  did  a  com- 
bined volume  of  $29  million  in  82 
stores;  last  year  the  same  chains  did 
$156  million  in  265  stores. 

Cut  The  Frills 

Bernard  Edison  shook  up  the  basic 
shoe  stores,  too,  making  them  more 
profitable  over  a  period  when  other 
shoe  retailers  are  finding  margins 
pinched.  "We  found  a  way  to  make 
one  truth  untrue,"  boasts  Bernard. 
The  truth:  zooming  construction  costs. 
An  average  new  shoe  store  set  Edi- 
son back  $72,000  in  1965,  $126,000 
in  1970.  Predictable.  But  that  store 


cost  Edison  only   $72,000  last  year. 

How  come?  First,  Edison  found 
that  he  could  cut  the  size  of  his  stores 
by  up  to  40%  without  cramping  cus- 
tomers or  salesmen— from  just  under 
5,000  square  feet  on  average  in  1969 
to  just  over  3,000  square  feet  today. 
He  is  selling  just  as  many  shoes  in 
his  smaller  stores. 

How  did  he  do  it?  His  business 
school  training  again.  Edison  got  out 
the  sharp  pencil  and  found  a  couple 
of  hundred  ways  to  cut  costs  by  re- 
designing walls,  ceilings,  even  glass 
windows  in  new  stores.  Some  obvious 
ones  like  acoustic  tiling  in  place  of 
plaster  ceilings;  some  not  so  obvious 
ones  like  butt  joints  instead  of  mi- 
tered  joints  for  glass  windows. 

Wherever  possible,  old  stores  have 
come  in  for  the  s  ame  treatment.  To 
date,  about  50  have  been  carved  up 
into  two  or  three  smaller  stores,  selling 
shoes,  jeans  and  the  like.  In  the  four 
years  since  1970,  Edison's  profit 
margins  on  shoe  sales  have  climbed 
from  3.6%  to  just  over  5%. 

How  would  you  sum  up  your  suc- 
cess, Forbes  asked  Bernard  Edison. 
Quoting  Robert  Frost,  he  answered: 
"I  took  the  road  less  traveled  by,  I  And 
that  has  made  all  the  difference." 

Maybe,  but  plenty  of  other  execu- 
tives have  traveled  the  diversification 
road  and  found  it  bumpy  and  dan- 
gerous. Bernie  Edison  did  a  better 
job,  that's  all.  ■ 
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The  Sports  Boom  Is  Going  Bust 

.  .  .  and  so  are  a  lot  of  the  owners  who  brought 
you  tax-supported  stadiums,  overpaid  athletes, 
saturated  TV  coverage  and  astronomical  ticket  prices. 


-£»»-, 


Little  5-foot  2-inch  Fran  Monaco 
sat  shaking  his  head  in  his  cramped 
office  surrounded  by  football  gear  and 
explained  in  a  halting  voice  how  his 
Jacksonville  Sharks  football  team— his 
first  love— had  eaten  him  alive.  In 
one  season,  the  48-year-old  Florida 
businessman  seems  to  have  lost  every 
cent  he  made  in  the  last  22  years  on 
his  medical  laboratory  business  and 
running  a  supper  club.  "Before,  I  had 
a  good  reputation,"  said  Monaco, 
wincing.  "I  paid  my  debts." 

But  no  more.  Thanks  to  his  be- 
loved Sharks,  for  which  he  paid  the 
new  World  Football  League  $650,000 
last  year,  Monaco  now  has  total 
liabilities  of  around  $1.8  million. 

Monaco  said  sadly:  "This  is  like  a 
nightmare." 

Little  Fran  Monaco  has  company. 
A  growing  number  of  owners  and  pro- 
moters are  learning  that  the  easy 
days  are  over  for  the  sports  boom, 
which  created  scores  of  new  teams, 
fostered  more  than  a  score  of  new 
arenas  and  stadiums  costing  over  $1 
billion  (see  box,  p.  26)  and  saturated 
television  with  "spectaculars"  like  the 
wrist  wrestling  championship. 

Teams  are  folding  in  football,  bas- 
ketball and  tennis— to  name  a  few— 
and  some  sports  insiders  now  insist 
that  the  recession  will  eat  up  entire 
leagues.  Two  candidates:  the  World 
Football  and  World  Hockey  outfits. 
Beyond  question,  the  in  word  in  sports 
today  is  shrinkage. 


The  sports  boom  is  ending  with  a 
bang  and  a  lot  of  whimpers : 

Veteran  builder  and  sports  mogul 
Robert  Schmertz  lost  around  $1  mil- 
lion operating  the  World  Football 
League's  New  York  Stars'  franchise 
last  year.  Besides,  he  recently  gave 
away  50%  of  his  Boston  Celtics  bas- 
ketball team  to  settle  a  $3.7-million 
suit.  That  must  really  hurt,  since  the 
stock  of  his  Leisure  Technology  re- 
tirement home  company  has  col- 
lapsed, and  he  has  just  been  indicted 
for  bribery  in  connection  with  a 
realty  deal.  But  he's  hoping  the 
public  will  help  him  out  by  buying 
the  WFL  team,  now  known  as  the 
Charlotte,  N.C.  Hornets,  for  $100 
a  share. 

Sambo's  Restaurants'  Sam  Battistone 
Jr.  and  friends  are  likely  to  lose  about 
$1  million  operating  the  National 
Basketball  Association's  New  Orleans 
Jazz  this  season.  Last  year  he  and  his 
friends  paid  $6.2  million  for  the  privi- 
lege (and  franchise).  Battistone  and 
other  partners  stand  to  lose  another 
$1  million  on  the  WFL  Hawaiians. 
Poor  SamI  He  jumped  from  his  fry- 
ing pans  into  a  fire. 

Some  even  think  that  sports  trou- 
bles may  have  been  one  factor  that 
led  investment  counselor  Charles 
W.  Call  Jr.  to  shoot  and  kill  his  wife, 
a  son  and  then  himself  last  month  in 
New  Jersey.  According  to  one  organiz- 
er, Sean  Downey,  Call  was  commit- 
ted   tt     investing    $600,000    in    the 


World  Baseball  Association,  a  new 
league  that  is  supposed  to  challenge 
the  two  entrenched  leagues. 

There  are  even  rumors  that  Jack 
Kent  Cooke,  chairman  of  Tele- 
PrompTer  and  the  biggest  sports  mo- 
gul of  all,  wants  to  sell  out.  That's 
doubly  significant,  because  Cooke's 
timing  is  usually  as  impeccable  as  his 
wardrobe.  He  entered  sports  in  the 
Fifties,  later  going  to  Los  Angeles 
from  Canada,  where  he  owned  a 
string  of  radio  stations.  For  around 
$20  million  invested  over  the  years, 
he  got  a  slew  of  sports  franchises,  in- 
cluding basketball's  Los  Angeles  Lak- 
ers, and  built  the  18,000-seat  Forum. 
His  rumored  asking  price:  $90  mil- 
lion. But  as  the  boys  on  Seventh 
Avenue  say,  "Wait;  hell  take  less." 

What  happened  to  pro  sports  isn't 
very  surprising.  All  boom  businesses 
are  started  by  the  truly  shrewd,  then 
inevitably  become  saturated  by  the 
misguided  souls  who  can't  resist  get- 
ting in  on  a  good  thing.  And,  of 
course,  sports  is  especially  attractive 
to  investors.  It  makes  instant  celebri- 
ties out  of  unknowns— like  the  son  of 
a  rich  man  or  perhaps  the  anonymous 
executive  referred  to  as  "what's-his- 
name,  the  toilet-seat  king." 

Sports  isn't  dying;  it  is  merely 
shrinking  to  a  more  healthy  size. 
America's  love  of  sports  assures  ever 
more  sports  revenues.  But  those  big- 
ger dollars  will  continue  to  bfl 
stretched   to   the   breaking   point   by 


24 


FORBES,   FEBRUARY   15.   1975 


too  many  teams  in  too  many  leagues, 
sharply  higher  ticket  prices  and  the 
escalating  cost  of  living.  Sports'  in- 
evitable shrinkage  is  just  being  hast- 
ened these  days  by  inflation,  reces- 
sion and  by  a  rash  of  serious  law- 
suits that  could  kick  the  financial  pin- 
nings  out  from  under  the  owners. 

To  see  why  the  sports  explosion 
is  backfiring,  look  back  a  little.  Until 
the  Sixties,  professional  sports  was 
more  an  avocation  than  a  business. 
Most  teams  were  owned  by  sportsmen 
—rather  than  businessmen— and  own- 
ership changed  about  as  often  as  the 
height  of  the  pitcher's  mound.  Connie 
Mack,  "the  grand  old  man  of  base- 
ball" (as  the  saying  goes),  served  as 
owner-manager  of  the  Philadelphia 
(now  Oakland)  Athletics  for  49 
years,  from  1901  to  1950. 

Nobody  made  much  money;  no- 
body lost  much.  In  the  old  days,  the 
founder  of  the  New  York  football 
Giants,  Tim  Mara,  covered  his  team's 
modest  annual  losses  with  profits  from 
his  bookmaking  operation.  Art  Roon- 
ey,  whose  Pittsburgh  Steelers  finally 
won  the  football  championship  in 
January,  used  to  come  out  ahead  by 
betting  horses. 

As  late  as  1961,  the  National  Foot- 
ball League's  14  teams  were  filling 
half  their  seats  and  clearing,  at  most, 
$100,000  each  a  year. 

Palmy  Days 

But  then  pro  sports  boomed.  Since 
1961,  revenues  have  tripled— to  more 
than  $1  billion.  Add  to  that  another 
$16  billion  bet  illegally  each  year  on 
all  sports.  Looking  back,  insurance 
magnate  and  Oakland  Athletics  out- 
spoken owner  Charles  O.  Finley  says;, 
"Oh,  it's  been  happy  days,  golden 
days." 

Since  1961,  the  overall  number  of 
big-league  football  teams  has  ex- 
panded from  14  to  38;  the  number  of 
basketball  teams  from  nine  to  28; 
hockey  from  six  to  32  and  baseball 
from  16  to  24.  In  addition,  pro- 
moters have  created  team  competi- 
tion where  none  existed  before— in 
tennis,  .track,  volleyball,  boxing,  la- 
crosse vand  other  sports.  About  the 
only  game  that  hasn't  been  organized 
and  peddled  to  franchise  investors  is 
tiddledywinks. 

Texas  oilman  Lamar  Hunt,  H.L.'s 
son,  ushered  in  the  new  era  in  1960 
by  creating  the  American  Football 
League  to  challenge  the  old,  arrogant 
National  Football  League.  Despite  its 
early  losses,  the  AFL  landed  a  league- 
saving  TV  contract  with  the  Nation- 
al Broadcasting  Co.,  successfully  bid 
for  star  players  and  eventually  forced 
the  old  NFL  into  a  money-saving 
merger.  The  value  of  the  original 
AFL  franchises  jumped  from  $25,000 


to  today's  valuation  of  $16  million  to 
$20  million. 

Sports  was  big  business.  Out  went 
the  nickel-and-dime  owners  and  in 
came  expansion-minded  business- 
men. They,  in  turn,  sold  new  fran- 
chises in  every  big  city  in  sight  for  at 
least  two  reasons.  First,  as  the  fried 
chicken    people    had    shown,    selling 


group  is  led  by  a  blond,  boyish  40- 
year-old  tax  lawyer  named  Gary  Da- 
vidson. He  and  his  friends  became 
rich  by  introducing  the  franchise 
game  to  one  sport  after  another,  be- 
ginning with  basketball  in  1967  (the 
ABA),  hockey  in  1972  (the  WHA) 
and  football  last  year  (the  WFL).  A 
disgusted  Lamar  Hunt  says:  "It  is  now 


Saturation.  Carried  to  the  ultimate, 
sports  franchising  might  have  to 
extend  to  tiddledywinks,  bocci 
and  shuffleboard  leagues.  After 
them,  naturally,  would  come  frog- 
racing  and  grasshopper-jumping 
associations. 


franchises  was  an  easy  way  to  make 
money;  the  up  to  $19.5  million  that 
new  buyers  paid  was  split  among 
each  team's  existing  owners.  Second, 
by  blanketing  the  major  TV  markets, 
the  owners  hoped  to  discourage  the 
creation  of  competition  through  new 
rival  leagues. 

The  expansion  policy,  however, 
didn't  stop  the  competition.  New 
leagues  popped  up  as  often  as  Dizzy 
Dean.  Suddenly,  instead  of  profes- 
sional basketball  adding,  say,  two 
teams  every  couple  of  years  or  so,  the 
sport  got  11  ABA  and  two  new  NBA 
teams  overnight  in  1967— a  130%  in- 
crease. The  World  Hockey  Associa- 
tion did  the  same  thing  to  hockey  in 
1972;  then  the  WFL  did  it  to  foot- 
ball last  year  and  now  promoters  are 
threatening  baseball,  too. 

It  was  too  much,  too  soon.  Up 
went  player  salaries,  as  the  leagues 
began  bidding  for  anyone  who  could 
run  and  chew  gum  at  the  same  time. 
Also  up  went  ticket  prices,  as  the 
owners  scrambled  to  pay  for  their 
high-priced  talent.  And  finally,  up 
went  the  number  of  TV  hours  de- 
voted to  the  so-called  sports  boom. 

The  elements  were  in  place;  the 
bust,  as  always,  was  brewing  in  the 
midst  of  the  boom. 

Interestingly,  one  group  of  New- 
port Beach,  Calif,  cronies  seems  to  be 
behind  most  of  the  new  leagues.  The 


basically  the  franchise  hucksters  who 
are  in  sports." 

To  establish  themselves  as  "big 
league,"  the  new  owners  threw  mon- 
ey around  like  confetti.  As  player 
salaries  and  operating  expenses 
soared,  so  did  the  potential  for  losses. 
An  owner  could  now  lose  $1  million  a 
year— easily.  Some  of  Davidson's  early 
basketball  investors  lost  more.  Con- 
struction man  James  J.  Kirst  bought 
the  Los  Angeles  Stars  from  an  original 
franchise  owner  for  $250,000,  and 
then  dropped  about  $1.7  million  be- 
fore he  sold  out  to  a  Salt  Lake  buyer 
for  about  $345,000. 

Ticket  prices  climbed.  But  the 
owners  knew  that  gate  receipts  could 
never  bail  them  out.  There  was  only 
one  salvation— a  nationwide  TV  con- 
tract. Besides  the  money  (the  NFL's 
26  teams  split  $55  million  a  year 
from  the  networks),  the  TV  broad- 
casts popularized  sports  and  helped 
lure  fans  to  the  stadium  despite  high- 
er ticket  prices. 

Michael  Burke,  who  ran  the  New 
York  Yankees  for  CBS  and  now  heads 
the  New  York  Knickerbockers,  ac- 
knowledges that  TV  is  sports'  golden 
crutch.  He  says:  "If  sports  lost  those 
[TV]  revenues,  we'd  all  go  out  of 
business." 

At  first,  TV  couldn't  get  enough 
sports  with  its  high  ratings  and  big 
male    audiences.    But    the    inevitable 
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All-Seeing.  The  average  fan  can 

see  plays  and  moves  on  TV  that 

elude  him  at  the  stadium. 

That  may  be  one  reason  why 

11%  of  last  year's  NFL 

ticket  holders  decided  to  stay 

at  home  on  the  day  of  the  game. 


happened:  Sports  saturated  TV.  To- 
day roughly  1,000  hours  of  TV  time 
a  year  are  devoted  to  big-time  sports, 
double  the  number  in  1969.  And  that 
doesn't  inelude  all  the  games,  even 
high  school  games,  that  creep  across 
the  screen  at  such  odd  hours  as  Satur- 
days at  midnight  and  Sundays  at  9 
a.m.  Says  The  New  York  Times  col- 
umnist, Red  Smith:  "I  like  football, 
but  holy  smoke!  I  like  ice  cream,  too, 
but  I  don't  want  anyone  to  rub  it  in 
my  hair." 

Now  many  viewers— not  just  wives 
—are  asking:  "Isn't  the  game  over 
yet?"  Regular  season  football  ratings 
on  CBS,  to  cite  one  example,  are 
down  about  4.2%  from  last  year.  CBS 
reeouped    a    bit    with    "Rhoda";    the 


situation  comedy  often  outpointed 
ABC's  Monday  Night  Football.  Now 
NBC  may  drop  hockey,  and  perhaps 
replace  it  with  ABA  basketball. 

It  may  come  to  that.  To  get  one 
sport   on   TV,   an   old   one   must   go. 

The  viewer  disinterest  that  is  hurt- 
ing the  ratings  is  also  reflected  at  the 
box  office.  While  Broadway  and 
movies  staged  comebacks,  overall 
NFL  football  attendance  dropped 
4.6%  last  season.  NFL  Commissioner 
Pete  Rozelle,  a  former  press  agent, 
blames  the  "no-shows"  on  a  two-sea- 
son-old federal  law  that  permits  local 
broadcast  of  games  sold  out  72  hours 
in  advance.  But  there  is  more  to  it 
than  that.  A  recent  Harris  Poll  notes 
that    only    tennis    and    horse    racing 


gained  popularity  last  year. 

Mixing  metaphors  the  way  a  bro- 
ken-field runner  zigzags,  football's 
Hunt  says:  "When  the  tide  shifts, 
things  can  go  downhill  awful  fast." 
Two  years  ago,  his  Kansas  City  Chiefs 
had  a  5,000-seat  waiting  list  for  sea- 
son tickets.  No  more.  This  season 
there  were  a  lot  of  no-shows  at  Chiefs' 
games  in  the  fancy  new  Arrowhead 
Stadium.  Says  Hunt:  "We  have  big 
salary  budgets,  more  administrative 
overhead  and  stadium  leases  to  pay. 
There's  plenty  of  pressure  on  the 
downside." 

So  there  you  have  a  formula  for 
sports  shrinkage:  too  many  teams 
fighting  for  roughly  the  same  sports 
dollars,  too  little  new  TV  money,  a 


Consider  The  Colosseum 


Ancient  Rome  taxed  its  brothels  to 
support  its  sports  arenas.  For  better 
or  worse,  modern  America  has  driven 
this  particular  middleman  under- 
ground, and  it  looks  as  though  our 
taxpayers  will  have  to  reach  into  their 
own  pockets  to  keep  many  of  our 
new  sports  arenas  in  business. 

Since  1960  an  estimated  $1  billion 
worth  of  municipally  supported  are- 
nas have  been  built.  Now  with  num- 
erous stadiums  half-filled  at  best,  and 
many  professional  teams  about  to 
fold,  taxpayers  will  have  to  shell  out 
close  to  $1  billion  to  cover  their  new 
arenas'  financing  costs  and  operating 
deficits  over  the  next  20  years. 

In  many  cases,  the  financing  is  tax- 
ation by  misrepresentation— with  no 
Boston  Tea  Party.  Brookings  Institu- 
tion economist  Benjamin  Okner,  who 
has  studied  the  financing  of  municipal 
stadiums,  calls  one  stadium,  in  par- 
ticular, "a  scandal."  Okner  figures 
that,  all  told,  in  1971  hidden  subsi- 
dies alone  came  to  $23  million.  Other 
people  have  picked  up  the  theme  and 
are  asking:  "Who  voted  for  the  full 
appropriations?  A  few  members  of  the 
city  council  and  the  last  mayor?" 

Why  did  cities  get  into  the  arena- 
building  business  in  the  first  place? 
The  answer  is:  ego  (and  perhaps  a 
fast  buck).  Every  mayor  wants  his 
city  to  be  "big  league."  So  they  lured 
professional  teams  by  building  lavish 
sports  facilities. 

When  citizens  questioned  the 
costs,  the  city  fathers  called  the  sta- 


diums community  assets  like  libraries. 

However,  these  city  "assets"  now 
look  an  awful  lot  like  taxpayer  lia- 
bilities. To  cite  a  few  examples,  San 
Diego's  citizens  have  already  shelled 
out  an  estimated  $8  million  for  debt 
service  and  amortization  of  its  $28- 
million  stadium  built  in  1967.  Phila- 
delphia taxpayers  are  in  worse  shape. 
They  are  putting  up  $1.5  million  a 
year  to  cover  debt  and  operating  def- 
icits of  the  four-year-old  Veterans 
Memorial  Stadium.  Seattle's  burghers 
will  be  paying  $2.5  million  annually 
in  debt  service  and  principal  for  the 
next  two  decades  for  a  domed  sta- 
dium now  only  65%  completed.  Even 
at  some  of  the  better  setups,  like 
Buffalo's  Rich  Stadium  and  the  Oak- 
land-Alameda County  Sports  Com- 
plex, where  the  city  or  county  doesn't 
pay  any  operating  losses,  taxpayers 
still  must  spend  hundreds  of  thou- 
sands of  dollars  in  debt  service  a  year. 

Oakland-Alameda's  General  Man- 
ager William  Cunningham  acknowl- 
edges that  most  stadiums  must  lose 
money,  when  you  add  up  all  the  costs. 
He  says  more  than  half  of  today's 
arenas  don't  even  show  an  operating 
profit  before  you  deduct  debt  service. 

Of  course,  none  of  this  is  news  to 
the  sports  owners.  If  operating  an 
arena  was  a  good  business,  they  would 
be  building  their  own  rather  than 
talking  some  politicians  into  stretch- 
ing their  budgets  "for  the  good  of 
the  city." 

In   fact,   one  of  the  rare   instances 


in  recent  years  of  a  major  stadium  to 
be  brought  in  slightly  above  budget, 
but  at  a  budget  price,  was  a  private 
undertaking.  Schaefer  Stadium  in 
Foxboro,  Mass.  was  built  for  the  New 
England  Patriots  in  less  than  a  year 
for  just  $7.5  million.  The  land  was 
donated  by  a  private  owner,  rights 
to  the  name  were  sold  to  F&M  Schae- 
fer Corp.  for  $1.5  million  and  there 
were  no  frills— just  a  good  stadium. 

The  publicly  financed  efforts  are 
another  story.  New  York's  Yankee 
Stadium  is  a  case  in  point.  "The 
House  That  (Babe)  Ruth  Built"  was 
outdated.  The  baseball  club  threat- 
ened to  follow  the  New  York  foot- 
ball Giants  to  New  Jersey's  new  sports 
complex.  Without  even  putting  the 
question  to  public  vote,  the  city  coun- 
cil, led  by  former  Mayor  John  Lind- 
say, voted  to  renovate  the  stadium,  in 
part  to  save  its  deteriorating  Bronx 
neighborhood.  The  original  estimate 
was  $23  million.  But  the  fixup  will 
actually  cost  up  to  $100  million. 
(That  same  $100  million  would  house 
4,000  low-income  families.) 

Meanwhile,  down  in  New  Orleans, 
Louisiana  citizens  are  building  an  en- 
closed Superdome.  Originally,  the 
dome  was  supposed  to  cost  $35  mil- 
lion and  be  self-supporting.  That  must 
have  been  someone's  idea  of  a  joke. 
The  dome  will  actually  cost  $163  mil- 
lion, before  tens  of  millions  in  interest 
costs,  plus  anybody's  guess  for  operat- 
ing deficits. 

Somehow,  the  promoters  arranged 
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decline  at  the  gate.  And  all  this  while 
player  salaries  and  other  operating  ex- 
penses are  soaring. 

Fans  forget  that  athletes  used  to 
be  underpaid.  Remember  Sam  Huff, 
the  football  Giants'  sensational  mid- 
dle linebacker?  In  1959  when  he  was 
Defensive  Lineman  of  the  Year,  Huff 
made  only  $9,000. 

Times  have  changed.  Football  sal- 
aries went  up  35$  last  year.  In  hock- 
ey, seven  of  the  20  New  York  Rang- 
ers' players  are  said  to  be  making 
between  $100,000  and  $200,000  a 
year.  In  baseball,  the  New  York  Yan- 
kees (which  CBS  sold  at  a  $3.2-mil- 
lion  loss  in  1973)  outbid  21  other 
teams  for  free-agent  superstar  Jim 
(Catfish)  Hunter.  The  bid:  $3  mil- 
lion for  five  years,  or  around  $15,000 
for  each  game  Hunter  pitches.  And 
basketball  salaries  are  even  higher. 
The  median  NBA  salary  is  $95,000 
a  year,  up  from  $65,000  three  years 
ago.  The  superstars  make  much  more 
—up  to  roughly  $500,000  a  year  for 
the  Milwaukee  Buck's  star  center,  Ka- 
reem  Abdul- Jabbar. 

The  biggest  sports  disaster  so  far 


is  Davidson's  WFL.  Last  year,  during 
its  first  season,  the  World  Football 
League's  12  teams  lost  an  estimated 
$11  million  to  $22  million.  Some  say 
the  league  is  now  headed  toward 
well-deserved  oblivion. 

At  first,  the  WFL  looked  like  a  bo- 
nanza—at least  for  the  six  insiders  led 
by  Davidson.  The  six  granted  them- 
selves franchises  for  free,  plus  per- 
centages of  other  franchises,  and 
Davidson  also  got  a  cut  of  the  league's 
TV  revenues.  Davidson  quickly  sold 
his  franchise  to  a  Philadelphia  group 
for  $690,000.  And  insider  Nick  Milet- 
ti,  who  also  controls  the  NBA  and 
WHA  Cleveland  franchises,  burned 
Chicago  investors  by  selling  them  the 
Chicago  Fire  for  $450,000. 

The  WFL  landed  a  $l-million  con- 
tract with  TVS,  an  independent  net- 
work owned  by  Dun  &  Bradstreet. 
A  modest  contract,  but  a  start  none- 
theless. Then  the  rival  NFL  players 
went  out  on  strike,  and  suddenly  the 
WFL  had  the  field  to  itself.  Out 
flocked  the  fans,  even  though  the 
games  were  being  played  on  mid- 
week nights  during  the  summer. 


But  that  euphoria  faded  like  a 
wind-blown  pass.  Shortly  before  the 
NFL  strike  ended,  the  newspapers 
started  writing  about  padded  WFL 
attendance  figures,  followed  by  sto- 
ries about  players  going  without  pay. 
After  that  it  was  all  downhill.  By  sea- 
son's end,  most  of  the  owners  were 
hopelessly  in  debt.  (For  instance,  af- 
ter the  championship  game,  World 
Bowl  I,  police  greeted  the  winners  in 
the  locker  room— not  to  celebrate,  but 
to  attach  the  uniforms. ) 

Owners  who  hadn't  already  bolt- 
ed, revolted.  Out  went  WFL  Com- 
missioner Davidson  who  claims:  "I 
never  was  much  of  a  sports  specta- 
tor anyway.  I'd  rather  play  tennis  and 
basketball  myself."  Of  course,  now  he 
can  probably  afford  to  do  just  that. 

The  WFL  is  trying  to  regroup 
around  Canadian  John  F.  Bassett,  the 
son  of  a  broadcasting  magnate,  and 
an  original  WFL  insider,  who  scored 
the  league's  biggest  coup  by  signing 
three  of  the  NFL's  superstars  to  play 
next  season— that  is,  if  there  is  a  next 
season. 

And  right  now,  at  least,  teams  in 


to  have  the  Superdome  bonds  backed 
by  "the  full  faith  and  credit  of  Louisi- 
ana"—added  in  fine  print  to  a  bond 
referendum.  Still,  after  five  attempts, 
$99.5  million  worth  of  bonds  could 
only  be  sold  for  a  short  ten  years. 

What's  more,  if  this  amount  isn't 
refinanced  well  before  1983,  the  Su- 
perdome managers  will  go  scurrying 
to  taxpayers  for  the  $99.5  million. 

There  are  signs  that  the  stadium 
binge  is  coming  to  an  end.  Last  year 
New  Jersey  politicians  refused  to  pu£ 


the  state's  full  support  behind  con- 
struction bonds  for  its  $302  million 
extravaganza,  which  is  now  under 
construction  in  the  Hackensack  Mead- 
owlands  (a  swampy  dump  opposite 
Manhattan).  The  state  acknowledged 
only  a  "moral"  (rather  than  legal) 
obligation  to  cover  any  of  the  com- 
plex's debt-service  deficits.  A  Merrill 
Lynch  syndicate,  nonetheless,  man- 
aged to  sell  the  7%,%  Baa  bonds  last 
March;  the  bonds  proceeded  to  drop 
to  the  mid-60s. 


The  worst  is  yet  to  come.  When 
teams  begin  folding,  as  they  surely 
will,  several  cities  and  their  taxpayers 
will  be  stuck  with  more  stadiums  than 
teams.  Bondholders  will  be  the  first 
to  be  hurt.  Already  many  of  the  recent 
issues  are  terribly  depressed. 

The  only  solution  that  springs  to 
mind  is  to  allow  the  stadiums  to  crum- 
ble and  then  advertise  the  ruins  as  a 
tourist  attraction.  After  all,  that's 
what  finally  happened  with  the  Ro- 
man Colosseum. 


DiMaggio  muses  on  the  new  Yankee  Stadium. 
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the  established  leagues  aren't  doing 
much  better.  In  football,  12  of  the  26 
teams  lost  money  last  season.  One  of 
the  NFL  owners,  trucking  company 
owner  Leonard  Tose,  says  that  his 
Philadelphia  Eagles  expect  to  lose 
$450,000,  even  though  all  seven  of 
the  regular  season  home  games  were 
sold  out.  The  situation  is  even  worse 
in  baseball,  hockey  and  basketball. 
For  example,  only  three  of  the  NBA's 
18  teams  made  money  last  season— 
the  Los  Angeles  Lakers,  the  pub- 
licly held  Milwaukee  Bucks  and  the 
New  York  Knickerbockers. 

All  this,  plus  the  rotten  economy, 
is  jeopardizing  the  future  expansion 
of  established  leagues.  For  example, 
the  NFL's  27th  and  28th  franchises, 
in  Tampa  and  Seattle,  are  slated  to 
enter  the  league  next  year,  but  Seat- 
tle remains  shaky.  "Then  I'd  like  to 
go  out  and  get  two  more  teams," 
says  Commissioner  Rozelle,  who  talks 
of  blanketing  all  TV  markets  and  of 
"a  perfect  schedule  balance."  But 
even  Rozelle  says  that  30  teams 
would  be  "the  limit." 

While  Rozelle  dreams  of  more, 
players'  attorney  Bob  Woolf  of  Bos- 
ton says  the  public  would  be  aston- 
ished at  the  number  of  teams  for  sale, 
especially  those  in  the  National  hock- 
ey and  basketball  leagues. 

A  Taxing  Sport 

In  a  sense,  all  the  problems  dis- 
cussed so  far  are  minor  compared 
with  sports'  most  immediate  threat. 
The  Internal  Revenue  Service  wants 
to  plug  the  owners'  favorite  loophole. 
If  the  IRS  prevails,  the  asking  prices 
of  today's  $20-million  franchises  could 
drop  to  $2  million. 

Businessmen  buy  teams  partly  for 
the  personal  publicity,  but  the  tax 
advantage  is  far  and  away  the  decid- 
ing factor.  The  key  is  the  right  to 
depreciate  player  salaries  over  five 
years  or  so,  or  roughly  the  length  of 


Salary  Stars.  Fans  used  to  react 
to  the  way  players  performed. 
Now  it's  their  pay  that's  most 
important.  Tom  Seaver  (left) 
tarnished  his  image  by  taking 
a  salary  cut,  and  Bill  Walton 
drew  boos  by  seeming  to  gold- 
brick  on  a  $2-million  contract. 


an  average  player's  career.  In  certain 
cases,  a  new  owner  can  claim  that 
90%  of  his  purchase  price  was  for 
players— and  then  write  off  that  90$ . 
That  maneuver  can  more  than  qua- 
druple cash  flow  for  a  man  in  the  70% 
tax  bracket.  With  the  stroke  of  an  ac- 
countant's pen,  a  losing  franchise  can 
be  transformed  into  a  personal  win- 
ner. "Without  depreciation  of  those 
player  contracts,"  says  Cooke,  "most 
sports  franchises  wouldn't  be  worth 
a  farthing." 

The  depreciation  game  may  be 
about  over.  The  Government  is  ask- 
ing that  no  part  of  a  purchase  price 
be  allocated  for  player  contracts  and 
then  be  written  off.  End  of  tax-free 
cash  flow.  End  of  quick  payback. 

One  of  the  tax-minded  investors 
who  bought  the  Atlanta  Falcons  foot- 
ball team  (controlled  by  Rankin 
Smith  of  Life  Insurance  of  Georgia) 
for  $8.5  million  is  suing  the  IRS.  Even 
if  a  federal  court  decision  doesn't 
wipe  away  depreciation  completely, 
it  still  might  end  the  write-off  game 
for  all  practical  purposes. 

You  don't  need  much  imagination 
for  the  rest.  Stuck  with  high  over- 
heads, sharply  limited  tax  advantages 
and  little  chance  of  selling  out  for  a 
long-term  profit,  one  owner  after 
another  will  head  for  the  showers. 

In  addition  to  the  IRS  suit,  a  cou- 
ple of  former  players  are  suing  to 
topple  the  NFL's  option  clause, 
which  tends  to  wed  players  to  one 
team.  So  far,  the  players  are  winning. 
A  federal  judge  just  ruled  that  the 
NFL's  basic  player  contract  and  its 
college  draft  are  illegal.  If  the  NP'L 
loses  its  appeal,  the  owners  might 
eventually  end  up  paying  players 
millions  in  damages. 

As  if  sports  didn't  have  enough 
troubles,  there  is  also  more  than  a 
whiff  of  scandal  in  the  air.  The  stories 
have  been  splashed  all  over  page  one. 
Just  to  list  a  few,  the  New  York 
Giants'  former  orthopedic  surgeon 
consorted  with  bookmakers;  the  Jus- 
tice Department  suspects  football 
players  of  betting  for  and  against  their 
teams;  organized  baseball  suspended 
Cleveland  shipbuilder  George  Stein- 
brenner,  principal  owner  of  the  New 
York  Yankees,  after  he  pleaded  guilty 
to  making  illegal  political  contribu- 
tions; and  a  young  woman  under  ar- 


rest said  that  she  delivered  drugs  to 
football  players  all  around  the  coun- 
try. In  addition,  the  owner  of  the 
National  Hockey  League's  Toronto 
franchise,  Harold  Ballard,  was  sent  to 
jail  for  one  year  for  manipulating  the 
funds  of  his  Toronto  arena.  He  was 
in  line  to  get  a  new  NBA  franchise. 

Fans  can  only  read  those  stories 
with  disgust.  Their  inevitable  con- 
clusion must  be  that  big  businessmen 
and  pampered  athletes  are  corrupting 
the  children's  games  that  are  called 
organized  sports. 

Commissioner  of  Baseball  Bowie 
Kuhn  tries  to  put  a  good  face  on  the 
situation:  "I  think  that  sports'  piece  of 
the  entertainment  dollar  will  continue 
to  grow."  But  even  he  adds:  "I  think 
you  will  see  teams  disappearing  in 
the  near  future.  There  has  been  a  too 
great  overexpansion  of  sports." 

There  is  a  bright  side  to  this  bleak 
picture  for  the  fan.  For  years  now, 
fans  have  complained  that  expansion 
has  deflated  the  quality  of  play  while 
it  inflated  the  ticket  prices.  Today, 
with  ticket  prices  up  50%  in  five  years 
at  Madison  Square  Garden,  a  family 
of  four  that  drives  in  for  a  modest 
dinner  and  an  equally  modest  Knick- 
erbocker basketball  game  will  spend 
around  $100  for  one  night  out. 

However,  if  there  is  shrinkage, 
marginal  players  will  be  cut  and  the 
best  will  be  lumped  together  on  the 
remaining  squads.  The  result:  Fans 
might  start  getting  close  to  their 
money's  worth  of  entertainment  again. 
The  NBA  Players  Association  General 
Counsel  Larry  Fleisher,  who  at  44  still 
talks  about  basketball  with  a  teen- 
ager's enthusiasm,  says:  "Can  you  im- 
agine a  team  with  the  New  York  Net's 
Julius  Erving  and  the  Knick's  ESarl 
Monroe  and  the  Detroit  Piston's  Hob 
Lanier?  Man,  what  basketball  that 
would  be." 

That,  at  least,  ina\  come  t<>  p.'ss  in 
the  shrinking  world  of  pro  spoils.   ■ 
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ember  Of  The  Wedding 


Hubert  Clark  has  never  regretted  attending 
that  California  wedding  back  in  1947. 


Ernest  H.  (for  Hubert)  Clark  Jr., 
21,  was  about  to  go  back  East  to  go 
to  work.  A  brilliant  student,  he  al- 
ready had  bachelor's  and  master's 
degrees  from  California  Institute  of 
Technology  (in  mechanical  engineer- 
ing) plus  three  years  in  the  Navy. 
Awaiting  him  was  a  job  in  Westing- 
house's  turbine-design  program. 

At  a  wedding,  however,  Hubie 
Clark  ran  into  a  classmate  who  worked 
for  a  little  California  outfit  called 
Baker  Oil  Tools,  Inc.  The  friend  per- 
suaded Clark  to  apply  for  a  job  there. 
"It  sounded  good,"  Clark  recalls.  "It 
was  a  small  company  where  you  could 
express  yourself  and  help  make  it 
grow.  Besides,  I  really  wanted  to  stay 
in  California." 

That  was  in  1947.  Hubie  Clark  is 
glad  he  went  to  that  wedding.  Stock- 
holders of  Baker  Oil  Tools  should  be 
glad,  too.  Now  48,  Clark  is  chairman 
and  president  of  Baker,  the  most  prof- 
itable outfit  in  the  booming  oil-service 
business,  with  a  return  of  24%  on 
stockholders'  equity  last  year.  "Short- 
ly before  I  hired  on,"  he  recalls,  "the 
company  celebrated  its  first  $700,000 
month.  Now  we  bill  over  $1  million 
a  day." 

Baker  was  founded  62  years  ago 
in  California.  Its  products  were  used 
not  for  drilling  but  for  getting  oil  out 
of  the  ground  once  the  wells  were 
drilled.  That's  the  way  it  was  until 
1968,  not  long  after  Clark  became 
president. 


"Back  in  1968,"  he  says,  "we  fore- 
cast an  upturn  in  domestic  drilling. 
It  seemed  to  us  that  for  balance-of- 
payments  reasons  it  would  have  to 
go  up." 

As  befits  an  engineer,  Hubie 
Clark  and  his  executives  methodically 
combed  the  whole  oil-service  industry, 
looking  for  new  fields  for  Baker  to 
enter.  Some  were  rejected  as  too 
small,  some  as  too  competitive,  some 
as  too  remote  from  Baker's  own  tech- 
nology. When  they  had  narrowed  the 
field  down  to  what  they  wanted,  says 
Clark,  "We  set  our  research  people 
to  work  developing  new  products  and 
our  acquisition  people  to  work  nego- 
tiating for  companies."  Among  the 
products  developed  were  a  gravel 
packer,  a  down-hole  safety  valve  and 
an  air  hammer.  In  addition,  Baker 
acquired  no  fewer  than  a  dozen  small 
companies. 

In  1973,  when  the  upturn  in  do- 
mestic drilling  finally  came,  Baker 
was  ready  for  it.  For  the  fiscal  year 
ended  last  Sept.  30,  its  sales  hit  $262 
million— more  than  four  times  what 
they  had  been  before  the  expansion 
program;  earnings,  meanwhile,  more 
than  doubled.  Of  1974's  revenues, 
38%  were  from  products  that  were  de- 
veloped or  acquired  after  1968. 

And  1975  looks  even  better.  Dur- 
ing the  first  quarter  of  fiscal  1975, 
sales  climbed  55%,  to  $81  million,  and 
earnings  were  up  88%,  to  64  cents  a 
share.  Today  Baker  sells  products  and 


Clark  of  Baker  Oil  Tools 


services  for  every  phase  of  oil  pro- 
duction—from exploration  to  abandon- 
ment, onshore  and  offshore,  at  home 
and  abroad.  "Whichever  way  the  cat 
jumps,"  says  Herb  Hart,  analyst  with 
Bateman  Eichler,  Hill  Bichards  in  San 
Francisco,  "Baker  will  do  all  right." 

But  whatever  happened  to  Hubie 
Clark's  classmate,  the  one  who  talked 
him  into  staying  in  California  and 
joining  Baker? 

"I've  kind  of  lost  track  of  Ben  Aus- 
tin," says  Clark,  "but  the  last  I  knew, 
he  was  president  of  Boyles  Bros. 
Drilling  Co.,  a  subsidiary  of  Christen- 
sen  Diamond  Products.  As  for  the 
bridegroom  at  the  wedding,  Keith 
Doig  [who  was  also  a  Cal  Tech  class- 
mate], he's  a  vice  president  of  Shell 
Oil  in  Houston  and  one  of  our  most 


important  customers." 


Who  Should  Pay? 

The  oil-rich  Arabs  have  been  getting  more 

than  their  money's  worth  out  of  the  United  Nations. 

Look  for  a  fuss  in  Congress  this  year. 


The  following  joke  is  making  the 
rounds  at  the  United  Nations: 

A  delegate  from  an  Arab  state  sub- 
mits a  resolution  to  the  General  As- 
sembly declaring  that  the  world  is 
flat.  The  Americans  and  a  few  oth- 
ers express  opposition,  most  of  Europe 
abstains,  and  the  proposal  passes  by 
a  four-fifths  majority.  The  old  idea 
that  the  world  is  round  now  stands 
officially  condemned  as  a  myth  to  cov- 
er the  imperialist  journeys  of  Chris- 
topher Columbus. 

Far-fetched?  A  bit.  What  did  hap- 


pen in  the  General  Assembly  last  year: 

•  For  the  first  time,  a  spokesman 
not  representing  a  member  govern- 
ment was  permitted  to  participate  in 
General  Assembly  debates.  This  honor 
went  to  Yasir  Arafat,  guerrilla  leader 
of  the  Palestine  Liberation  Organiza- 
tion. Subsequently  the  PLO  got  UN 
observer  status— a  role  previously  re- 
served for  independent  nations. 

•  The  General  Assembly  approved 
a  controversial  new  economic  declara- 
tion. It  permits  expropriation  of  for- 
eign    properties     without     equitable 


compensation  and  upholds  the  right  to 
organize  commodity  cartels  such  as 
the  Organization  of  Petroleum  Export- 
ing Countries. 

•  Arabic,  spoken  by  about  1%  of 
the  world's  people,  became  an  official 
UN  language,  alongside  English, 
Chinese,  French,  Spanish  and  Russian. 

•  Algeria's  Foreign  Minister,  known 
for  giving  the  quick  gavel  to  speak- 
ers with  anti-Arab  positions,  was 
elected  to  preside  over  the  General 
Assembly. 

Some  of  these  paradoxes  would 
sound  better  if  put  to  music  by  Gil- 
bert &  Sullivan. 

Who  Gains?  Who  Pays? 

While  calling  the  tune,  however, 
the  Arabs  have  not  had  to  pay  the 
piper.  The  18  Arab  nations  together 
pay  only  1%  of  the  UN's  $600-million 
annual  budget;  combined,  the  mtm- 
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<  U'lX:  pay  just  1.25%.  Saudi 

!.    which    received   almost    $30 

i  in  oil  revenues  last  year,  con- 

i    total  of  $360,000  to  the 

By    contrast,    the    U.S. 

a  mandatory  25%  budget  share 

aakes  additional  voluntary  con- 

ributions  amounting  to  almost  $500 

trillion  annually. 

Quite  obviously,   if   solvency   were 

he  measure  of  a  country's  ability  to 

upport  the  UN,  Saudi  Arabia,  with 

ts  huge  payments  surplus,  should  be 

niitiibuting  more  than  the  U.S.,  with 

ts  trade  deficit.  But  at  the  UN,  con- 

rilnitions    are    based    on    something 

•ailed  "ability  to  pay."  Using  this  for- 

!  nula,  the  budget  share  of  OPEC  na- 

ions   will   go  up  by  the  end  of  the 

lecade— but   only   to    10%.    Industrial 

:ountries,     reeling     under     high     oil 

prices,  will  still  foot  most  of  the  bill. 

Meanwhile,  the  forum  keeps  get- 
ting bigger.  There  are  now  138  mem- 
ber nations,  vs.  51  when  the  UN  be- 
gan. The  organization— with  30,000 
staffers— long  ago  outgrew  its  New 
York  headquarters.  Today  the  UN 
has  a  staff  of  3,000  in  Geneva— up 
100%  in  the  past  six  years.  And  in 
Vienna,  it  is  building  a  multitower 
office  complex. 

Will  American  taxpayers  continue 
to  acquiesce?  Probably  not.  With  the 


home-front  economy  on  the  rocks,  for- 
eign aid  in  general  isn't  popular  with 
lawmakers.  (One  of  the  final  acts  of 
the  last  Congress  was  to  cut  aid  pro- 
grams—by 27%  in  two  years— to  a  ten- 
year  low.)  There  has  always  been  a 
solid  core  of  conservatives  who  op- 
pose the  UN  on  ideological  grounds. 
Through  their  efforts,  the  U.S.  has 
steadily  lowered  the  share  of  the  UN 
budget  it  pays  from  a  high  of  40% 
in  1945. 

Swing  Votes 

Now,  largely  because  of  the  UN's 
anti-Israel  stand,  many  liberal  legis- 
lators want  to  slash  UN  payments. 
Senator  John  Pastore  (Dem.,  R.I.) 
will  chair  Appropriations  Committee 
hearings  on  the  subject  this  spring. 
Strong  criticism  of  the  UN  is  expected 
to  come  from  men  like  Frank  Church 
(Dem.,  Idaho),  Henry  Jackson  (Dem., 
Wash.)  and  Jacob  Javits  (Rep.,  N.Y.) 
—all  of  whom  have  supported  the 
organization  in  the  past.  The  situa- 
tion in  the  House  is  similar:  "There's 
a  lot  of  anti-UN  feeling  over  here," 
says  a  key  staffer.  "When  people  get 
organized,  you'll  hear  about  it." 

Officially,  the  State  Department 
doesn't  want  to  lower  U.S.  contribu- 
tions to  the  UN.  But  talking  with  its 
lobbyists    gives    the    impression    that 


maintaining  present  levels  isn't  a  pri- 
ority item.  "After  all,"  says  a  man 
from  State,  "that  budget  has  to  go 
through  four  hostile  committees  on 
the  Hill."  The  diplomats,  perhaps, 
would  just  as  soon  be  able  to  lay  the 
blame  for  decreasing  support  of  the 
UN  onto  Congress. 

Would  cutbacks  in  U.S.  aid  be  a 
setback  to  world  peace?  Hardly.  To- 
day's UN  does  more  paper-shuffling 
than  peace-keeping.  And  its  bureau- 
crats are  the  world's  best-paid  civil 
servants.  Salaries  have  risen  until  they 
are  42%  higher  than  for  comparable 
jobs  with  the  Federal  Government. 
But  because  UN  slots  go  to  under- 
qualified  political  appointees,  millions 
of  dollars  annually  are  spent  on  out- 
side consultants. 

Arab  world  delegates,  of  course, 
grouse  that  it  is  not  sporting  for  the 
U.S.  to  cut  back  just  because  it  isn't 
having  its  way.  Perhaps.  But  the  So- 
viets have  never  hesitated  to  with- 
hold contributions  to  UN  operations 
they  do  not  approve. 

At  any  rate,  the  realities  are  that 
Congress  will  not  be  feeling  very  gen- 
erous this  year  when  it  is  asked  to 
come  up  with  money  for  the  UN.  It 
will  be  interesting  to  see  how  quickly 
the  oil-rich  OPEC  members  will  rush 
to  make  up  the  difference.   ■ 


What  better  way  to  streamline  your 
data  processing  and  communications 
system  than  with  the  Hazeltine 
"leadership  line"  of  video  dis- 
play terminals?  Hazeltine 
has  a  terminal  in  perfect 
shape  to  handle  nearly 
every  application:  time- 
sharing systems;  minicom- 
puter systems;  polled  network 
communications.  Hazeltine  termi- 
nals start  at  a  trim  $49  per  month 
(12-month  rental,  maintenance  in- 
cluded). A  phone  call  to  your  nearby 
Hazeltine  sales  representative  is 
all  it  takes  to  get  all  the  facts,  fast. 


Hazeltine 


Corporation 

Computer  Peripheral  Equipment,  Greenlawn,  NY  1 1740 
(516)  549-8800  Telex  96-1435 

East:   N.  Y.   (212)  586-1970  □  Boston   (617)  261-5867  □  Phila 

(215)  676-4348  □  Pittsburgh   (412)  343-4449  □  Wash  .  D.  C 

(703)    979-5500   Q    Rochester    (716)    254-2479   □    Midwest 

Chicago  (312)  986-1414  Q  Columbus  (614)  864-4711 

Detroit  (313)  559-8223    South:  Dallas  (214)  233-7776 

Atlanta  (404)  393-1440  □  Houston  (713)  783-1760  □  Orlando 

(305)  628-0132.  Wosf    San  Mateo  (S.F.)  (415)  574-4800  □  L.  A. 

(213)  553-1811  □  Donvor  (303)  770-6330  D  Seattlo  (206)  24/ 

4.  MISCOE  Data  Communications  Equipment  Services,  Ltd    (416)  677-2745 


The  Money  Men 


Vision  Without  Sight 


Wheat  of  Wheat,  First  Securities 


Quick,  what's  the  biggest  investment  firm  in  the  Virginia- 
Carolina  region  south  of  Washington?  Merrill  Lynch,  you 
guessed?  Or  maybe  you  were  sawier  and  said  Reynolds 
Securities,  recalling  its  area  ties  and  its  tobacco  lineage. 

Either  way,  you'd  be  wrong.  The  real  financial  power- 
house in  that  fast-expanding  area  of  coal,  chemicals,  ship- 
building and  mushrooming  government  installations  is  a 
purely  local  firm,  Wheat,   First  Securities  of  Richmond. 

Measure  it  how  you  will,  Wheat,  First  Securities  spread- 
eagles  the  securities  business  in  Virginia,  West  Virginia  and 
North  Carolina.  For  example,  it  has  20  offices  in  those 
states  and  a  total  employee  roll  (including  a  relative  hand- 
ful in  a  New  York  outpost)  of  over  450.  Merrill  Lynch, 
by  contrast,  has  only  eight  offices  in  those  states— none  in 
coal-  and  chemical-rich  West  Virginia— and  some  275  em- 
ployees. Reynolds  has  but  five  offices  and  95  employees. 

Wheat,  First  Securities  is  the  creation  of  a  remarkable 
man.  Richmond-born  James  C.  Wheat  Jr.,  54,  is  totally 
blind  and  has  been  since  he  was  24.  Perhaps  it  was  the 
challenge  of  his  developing  blindness.  It  may  have  been  the 


urge  to  keep  his  father's  tiny  securities  house  from  being 
absorbed  into  one  of  Wall  Street's  expanding  giants.  What- 
ever motivated  Jim  Wheat,  it  was  a  powerful  force. 

He  graduated  in  civil  engineering  from  Virginia  Military 
Institute  in  1941,  then  taught  engineering  there  during 
World  War  II.  During  both  his  school  days  and  his  teach- 
ing days,  Wheat  was  gradually  going  blind,  the  victim  of 
retinitis  pigmentosa,  the  same  disease  that  had  blinded  his 
mother.  By  the  time  Jim  Wheat  moved  into  his  father's 
small,  one-office  firm  in  1945  he  was  already  totally  blind. 

A  tall,  burly  man  with  a  craggy,  ruddy  face,  Wheat  is 
not  the  land  of  person  who  cerebrates  about  motives;  he  is 
a  doer,  not  a  thinker.  Asked  why  he  was  so  successful, 
Wheat  tends  to  reply:  "The  territory."  He  means  the  200- 
mile  corridor  south  from  Washington  to  Richmond  and 
then  southeast  to  Newport  News  and  Norfolk.  "The  basic 
business  climate  in  this  area  has  been  good,"  he  says. 

True,  but  the  mere  existence  of  good  business  conditions 
does  not  guarantee  success.  You  have  to  grasp  the  op- 
portunity, and  that  Jim  Wheat  did.  He  kept  opening  new 
offices  and  adding  staff  faster  than  the  big  national  firms 
could  move  in;  by  the  time  they  were  attracted  to  a  town 
in  Wheat's  territory,  they  found  Wheat  was  already  there. 
"We  bring,"  says  Jim  Wheat,  "a  level  of  financial  services 
to  many  of  these  towns  that  national  houses  just  can't 
bring.  We  believe  that  in  a  capital-hungry  economy  you 
have  to  go  to  the  individual  saver." 

Wheat,  First  Securities  offers  virtually  every  financial 
service.  It  is  especially  active  in  regional  underwriting, 
where  its  blanketing  of  the  area  gives  it  a  preferred 
position  with  certain  companies.  For  example,  Virginia 
Electric  &  Power  Co.'s  underwritings  had  long  been  man- 
aged almost  exclusively  by  Merrill  Lynch,  supplemented  on 
a  few  recent  occasions  by  Morgan  Stanley.  But  Vepco 
also  badly  wanted  and  needed  local  security  holders,  to  in- 
crease public  support  in  its  service  area.  So  in  a  crucial  is- 
sue of  common  stock  last  fall,  it  insisted  that  Wheat,  First 
Securities  be  brought  in  as  a  managing  underwriter  along 
with  Merrill  Lynch  and  Morgan,  Stanley.  "Some  blood 
flowed  in  the  streets  on  that  one,"  says  a  Vepco  official. 

The  Vepco  deal  was  also  a  personal  coup  for  Jim 
Wheat,  who  now  concentrates  on  originating  corporate 
business.  Though  retaining  the  title  of  chairman,  he  re- 
linquished the  chief  executive  job  to  President  Carlyle 
Tiller  in  1971,  the  same  year  the  dominant  Wheat  firm 
absorbed  North  Carolina-headquartered  First  Securities, 
thus  achieving  its  present  size. 

In  the  past  few  years  Jim  Wheat  has  slowed  down  a  bit. 
He  is  no  longer  so  active  in  either  the  Chamber  of  Com- 
merce or  local  politics,  where  he  once  served  for  several 
years  on  the  Richmond  city  council. 

The  range  of  his  personal  activities  has  been  incredibly 
wide.  For  years  after  becoming  blind,  he  rode  horseback 
with  a  group  of  friends,  who  would  shout  warnings 
when  a  fallen  tree  would  make  it  necessary  for  horse  and 
rider  to  prepare  to  take  a  hurdle.  He  still  goes  deep-sea 
fishing,  and  plays  poker  and  bridge  with  special  braille 
cards.  (For  ordinary  note-taking,  he  carries  a  braille  pen 
in  one  jacket  pocket  and  a  supply  of  3-by-5  index  cards 
in  the  other. ) 

He  also  still  goes  duck  hunting,  though  these  days  he 
just  uses  the  duck  call  to  lure  the  ducks  closer.  But  time 
was,  not  long  ago,  when  he  would  sit  in  a  duck  blind 
with  a  companion  to  tell  him  the  compass  bearing  and 
the  elevation  from  which  a  flock  was  approaching;  and  he 
would  blaze  away.  He  would  get  some  ducks,  too.  ■ 
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The  Xerox  Portable  Copier 


The  Xerox  Large  Document  Copier 


The  Xerox  Stream  Feeding  Copier 


The  Xerox  Bound  Volume  Copier 


How  to  get  all  four 
for  the  price  of  one. 

Xerox  has  come  up  with  a  fabulous  deal  for  you. 

Now  you  can  get  a  Xerox  portable  copier  that  can 
be  rolled  to  wherever  the  work  is. 

And  a  Xerox  large  document  copier  that  can 
handle  sheets  up  to  14  x  18.  (Like  accounting  sheets  and 
computer  printout.) 

And  a  Xerox  stream  feeding  copier  that  can  put 
originals  through  at  a  faster  than  normal  rate.  (There's 
no  need  to  push  a  button  each  time,  no  need  to  position 
the  original  each  time,  or  even  to  raise  and  lower  the 
cover  each  time.) 

And  a  Xerox  bound  volume  copier  that  can  copy 
from  ledgers  and  reports  while  they're  still  intact. 

All  available  for  the  price  of  just  one  Xerox  3100 
Large  Document  Copier. 

Because  they  all  happen  to  be  the  Xerox  3100 
:    Large  Document  Copier. 

If  any  one  of  these  features  is  of  particular  interest 
to  you,  Xerox  is  prepared  to  make  you  still  another 
special  offer.  When  you  get  a  3100  LDC,  pay  for  just  that 
.  one  feature,  and  receive  the  other  three  free. 

XEROX 


XEROX®  and  3100  are  trademarks  of  XEROX  CORPORATION. 


The  Morning  After 


>l  Or,  how  a  former  blue-collar  worker,  Frank  Leach, 
is  straightening  out  the  mess 
that  a  Harvard  MBA  made  at  Areata  National. 


G.  Robert  Evans,  the  young  (43) 
operating  chief  of  Areata  National 
Corp.,  likes  to  cite  the  Christo- 
pher Columbus  Better  Management 
Award.  It  is,  says  Evans,  "given  in 
honor  of  old  Chris,  the  greatest  man- 
ager of  all  time:  He  started  out  not 
knowing  where  he  was  going,  upon 
arriving,  he  didn't  know  where  he 
was,  and  upon  returning,  he  didn't 
know  where  he  had  been." 

Though  Evans  and  his  boss,  Presi- 
dent Frank  Leach,  don't  ever  say  so, 
their  predecessors  at  Areata  deserve  the 
award.  They  transformed  a  small, 
profitable  Northern  California  red- 
wood outfit  into  a  large,  money-los- 
ing conglomerate  with  a  specialty  in 
so-called  "information  transfer." 

The  handyman  who  created  this 
hodgepodge  was  Harvard  "B"  school 
graduate  Robert  O.  Dehlendorf  II, 
then  33,  whom  Areata  had  hired  in 
the  mid-1960s  to  diversify  the  com- 
pany. His  strategy:  Use  the  cash  flow 
from  the  redwood  business  to  bank- 
roll entry  into  fields  that  would  carry 
it  when  the  trees  were  gone.  When  the 
Government  condemned  half  the  com- 
pany's redwood  acreage  for  a  nation- 
al park  in  1968,  Dehlendorf's  strat- 
egy looked  smart. 

He  bought  a  string  of  "information 
transfer"  (i.e.,  communications  and 
information  services)  companies.  As 
sales  soared  from  $8  million  to  $160 
million,  the  stock  hit  53  in  1969. 

In  the  real  world— as  opposed  to 
the  world  of  concepts— "information 
transfer"  meant  primarily  the  tele- 
phone interconnect  business,  where 
Areata  competed  with  the  likes  of 
Western  Electric,  General  Telephone 
and  Stromberg-Carlson,  but  without  a 
proprietary  product.  Areata  was  a 
telephone  installer,  with  all  the  mid- 
dleman's service  obligations  and  none 
of  the  manufacturer's  profits.  Be- 
tween 1970  and  its  sale  in  1973,  that 
business  lost  over  $10  million.  All 
told,  Dehlendorf's  acquisitions,  which 
included  Continental  Communication 
and  Jackson  Communication,  lost 
some  $25  million  while  Areata  owned 
them.  The  stock  sank  to  5. 

In  1972  Dehlendorf,  also  beset  by 
personal  tragedy,  took  a  leave  of  ab- 
sence and  then  quit.  (He  is  now  with 
A.G.  Becker  &  Co.  in  Chicago.)  His 
successor,  Frank  Leach,  was  no  Har- 
vard MBA.  He  went  to  work  at  13 
in  the  depth  of  the  Depression  as  a 
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15-cent-an-hour  tool-and-die  appren- 
tice at  the  Henry  Ford  Trade  School. 
He  worked  his  way  up  to  production 
manager  in  20  years  at  Ford,  com- 
pleting high  school  and  college  at 
night.  He  went  on  to  become  chief 
operating  officer  at  Bunker  Ramo. 

Leach  did  the  traditional  thing  up- 
on arrival  at  Areata:  He  sold  off  the 
losing  "concept"  businesses,  took  a  big 
earnings  bath  (a  68-cent-a-share  loss 
in  fiscal  1973)  and  cleared  the  way 
for  a  dramatic  turnaround— $1.40  in 
1974  per-share  earnings. 

Areata  did,  however, 
keep  Dehlendorf's  single 
biggest  acquisition:  the 
well-regarded  J.W.  Clem- 
ent Co.,  which  had  con- 
tinued to  prosper  during  the  Dehlen- 
dorf era  despite  being  starved  for  cap- 
ital. That  and  other  printing  acquisi- 
tions made  Areata  the  U.S.'  second- 
largest  commercial  printer  (after  R.R. 
Donnelley).  Areata  last  year  did  a 
volume  of  $199  million,  printing  100 
magazines  a  month  and  1  million  pa- 
perbacks a  day,  plus  hardbacks  and 
textbooks. 

Arcata's  magazine  customers  in- 
clude Time,  Newsweek,  TV  Guide 
and  Reader's  Digest  (with  whom  it 
is  now  negotiating  a  ten-year,  $90- 
million  contract)  and  some  growing 
new  publications:  Money,  Tennis, 
Golf  Digest,  Penthouse.  In  its  maga- 
zine publishing,  Areata  has  yet  to  lose 
a  major  customer. 

But  only  18%  of  Arcata's  printing 
revenues  (out  of  a  $234  million  com- 
pany total)  is  from  magazines.  Over 
50%  is  from  books,  where  Areata 
claims  it's  in  the  fastest-growing  seg- 
ments of  the  business:  paperbacks 
(growing  at  13%,  vs.  total  book 
growth  of  6%),  Bibles  (sales  up  22% 
in  the  last  two  years),  mail-order 
books  like  the  Time-Life  series  (up 
11.5%  in  1973),  foreign  editions  of 
reference  books. 

Back  To  The  Forest 

Leach  is  also  paying  major  atten- 
tion to  the  redwood  operation.  With 
the  aid  of  an  elaborate  computer  anal- 
ysis, Leach  and  Evans  determined 
how  much  old-  and  second-growth 
redwood  Areata  would  have  to  bring 
into  production  to  supplement  old- 
growth  trees  that  would  all  be  cut  in 
20  years  at  the  present  rate.  Then 
they  set  about  buying  the  acreage— 


$7  million  worth  in  fiscal  1974.  Addi- 
tional deals  close  to  consummation 
are  expected  to  bring  them  all  the 
timber,  of  varying  ages  of  harvesta- 
bility,  that  they  will  need. 

Helping  to  finance  the  new  timber 
purchases  will  be  some  of  the  ap- 
proximately $50  million  (including 
interest)  Areata  will  get  from  the 
Government  in  further  compensation 
for  the  redwood  park  acreage.  The 
result  of  a  court  award  last  summer, 
the  sum  will  reach  Areata  as  soon  as 
Congress  passes  an  appropriation. 
The  rest  of  this  money  will  go  to  pay 
down  debt,  which  could  add  as  much 
as  20  cents  to  per-share  net. 

The  numbers  make  it  clear  why 
Areata  is  anxious  to  stay  in  the  red- 
wood business.  Its  redwood  sales  last 
year  were  $26  million,  while  operat- 
ing profits  were  $15  million,  for  an 
operating  margin  of  57%.  Redwood, 
with  about  10%  of  sales,  accounts  for 
50%  of  operating  earnings. 

Arcata's  printing  revenues  may  suf 
fer  somewhat  from  the  recession  this 
year,  but  the  fact  that  Areata  is  well 
positioned  in  the  growth  segments  of 
the  market  means  that  the  printing 
division  should  remain  profitable.  The 
severity  of  the  current  building  slump 
has  begun  to  affect  even  redwood,  a 
specialty  product  usually  Immune 
from  market  fluctuations,  but  the  im- 
pact is  not  expected  to  be  dire. 

And  so  Areata  now  consists  of  two 
relatively  simple  but  very  useful  busi- 
nesses, both  solidly  in  the  black. 

Did  Frank  Leach  learn  something 
at  tool-and-die  school  that  his  prede 
cessor  never  picked  up  at  the  great 
Eastern  business  academy?  ■ 
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India  Muddles  Through 

This  hungry,  teeming  country  won't  collapse— not  this  year, 
anyhow.  But  it  needs  less  socialism,  more  common  sense. 


A  select  group  of  Indians  gathered 
at  the  home  of  a  top  government  of- 
ficial to  hear  a  sitar  recital  by  a  world- 
renowned  musician.  The  women  were 
dressed  in  glittering  silk  saris  and 
wrapped  in  exquisitely  embroidered 
woolen  shawls  from  Kashmir  to  pro- 
tect themselves  from  the  chill  New 
Delhi  winters.  The  men  were  dressed 
casually  but  well  in  either  Western 
or  Indian  dress. 

The  typical  American  newspaper 
reader  might  expect  to  find  nothing 
in  India  but  grinding  poverty,  starv- 
ing children,  constant  strikes  and  fre- 
quent rioting.  But  in  many  strata  of 
society,  life  in  India  is  still  good.  True, 
the  shortage  of  imported  consumer 
goods  affects  everyone,  gasoline  is 
close  to  $2  a  gallon  and  some  familiar 
foods— like  the  sweets  that  all  Indians 
love— are  hard  to  get.  But  servants 
are  plentiful  and  cheap.  Life  is  more 
leisurely  than  in  the  West. 

And  it  is  not  simply  the  upper  class 
that  has  prospered.  In  the  granary 
states  of  Punjab  and  Haryana,  to  the 
north  and  west  of  India's  capital, 
most  of  the  peasants  look  well-fed 
and  well-dressed.  Where  once  farm- 
ing was  entirely  bullock-powered, 
tractors  are  now  a  common  sight. 
Bicycles,     manufactured     shoes     and 


other  simple  consumer  goods  are  far 
more  common  than  in  the  past.  Mean- 
while, life  expectancy  has  risen  from 
32  years  in  1950  to  46  today.  To  think 
of  India  as  a  country  in  collapse  is 
to  ignore  the  total  picture. 

What  many  people  forget  is  that 
India  doubled  its  food  production  in 
20  years.  In  a  good  year,  India  pro- 
duces as  great  a  tonnage  of  rice  as 
the  U.S.  does  of  wheat.  Indian  agri- 
culture, while  still  relatively  primitive, 
is  by  no  means  barren.  Common  be- 
lief to  the  contrary,  India  has  a  huge 
agricultural  potential.  Unfortunately, 
the  fact  that  it  is  an  untapped  poten- 
tial means  that  India  lives  on  the  very 
edge  of  subsistence.  In  a  good  year, 
it  feeds  itself.  In  a  bad  year,  it  has 
nothing  to  fall  back  upon.  Much  of 
the  blame  for  the  present  situation 
must  rest  upon  the  government  itself. 

In  India,  as  in  many  other  poor 
countries,  agriculture  has  been  a 
stepchild  while  successive  govern- 
ments poured  money  into  steel  mills, 
airlines,  auto  plants  and  dams.  Food? 
There  was  always  the  U.S.  to  bail 
India  out  if  nature  was  unkind. 

But  after  the  terrible  droughts  of 
1966  and  1967,  President  Lyndon 
Johnson,  with  typical  bluntness,  shook 
the  Indians  up.  He  told  them  that  it 


Current  government  policies  on  land  ownership  threaten  to  make 
tractors  uneconomical  to  use.  Farmers  are  turning  back  to  bullocks. 


was  unhealthy  for  them  to  rely  so 
much  on  the  U.S.  for  food;  they  ought 
to  do  something  about  agriculture. 

The  Indians  were  insulted.  There 
were  mutterings  about  the  Central  In- 
telligence Agency  and  about  Ameri- 
can imperialism  and  ajd  with  strings. 
But  the  Indian  government  did  get  the 
point.  It  began  to  pay  more  attention 
to  agriculture.  It  began  to  allocate 
more  foreign  exchange  for  the  vital 
ingredients  of  the  Green  Revolution: 
fertilizer,  water  development,  high- 
yielding  seeds.  Tractors  were  import- 
ed. Tax  incentives  encouraged  more 
people  to  invest  in  farming. 

And  the  weather  turned  kind. 
There  was  a  tremendous— by  Indian 
standards— boom  in  agriculture.  New 
acreage  was  brought  into  cultivation. 
Yields  per  acre  doubled  in  some  areas. 
In  the  1970-71  crop  year  (there  is 
a  winter  and  a  summer  crop  each 
year),  total  grain  production  hit  120 
million  tons— up  from  56  million  tons 
20  years  earlier.  India  was  actually 
producing  more  food  than  its  sub- 
sistence economy  required.  The  gov- 
ernment built  up  stocks  containing 
10  million  tons  of  grain. 

Unfortunately,  the  government  re- 
laxed. The  immediate  crisis  was  over. 
The  U.S.  could  keep  its  food.  There 
was  even  talk  of  India  one  day  export- 
ing food  to  poorer  nations. 

And  then  everything  started  going 
wrong,  and  there  was  no  plan  for 
dealing  with  the  situation.  Ten  mil- 
lion refugees  surged  out  of  what  is 
now  Bangladesh,  fearing  genocide  by 
the  Pakistani  army.  The  refugees 
quickly  ate  their  way  through  India's 
buffer  stocks. 

World  fertilizer  prices  soared.  Also, 
the  rains  became  erratic  again  and 
damaged  more  than  the  crops.  India 
depends  on  hydroelectric  power.  As 
the  rivers  ran  dry,  power  production 
fell  off.  Irrigation  pumps  stopped  run- 
ning. Fertilizer  and  steel  plants  ran 
at  a  fraction  of  their  capacity.  From 
120  million  tons  in  1970-71,  food  pro- 
duction dropped  to  105  million  tons 
in  1972-73.  With  the  population 
growing  at  a  rate  of  more  than  1  mil- 
lion per  month,  105  million  tons  sim- 
ply was  no  longer  enough. 

Prices  soared.  People  went  hungry. 

Every  Penny 

Unlike  most  other  poor  countries, 
India  is  a  democracy.  Its  government 
cannot  simply  allow  people  to  starve 
—as  the  governments  of  sub-Saharan 
Africa  have  done  and  as  the  Soviet 
Union  did  in  its  early  days.  So  India 
has  been  forced  to  spend  almost  every 
penny  it  earns  in  foreign  exchange 
-92.1%  of  1974-75  earnings,  despite  a 
40%  increase  in  exports— for  food  or 
food-related  imports:   grain,  fuel  and 
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This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


$50,000,000 


Houston  Natural  Gas  Corporation 

9%%  Sinking  Fund  Debentures  due  February  1,  1995 


Price  100% 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


White,  Weld  &  Co. 

Incorporated 


The  First  Boston  Corporation 


Blyth  Eastman  Dillon  &  Co.      Dillon,  Read  &  Co.  Inc.      Drexel  Burnham  &  Co. 

Incorporated  Incorporated 

Goldman,  Sachs  &  Co.    Halsey,  Stuart  &  Co.  Inc.    E.  F.  Hutton  &  Company  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 

Kidder,  Peabody  &  Co.  Kuhn,  Loeb  &  Co.  Lehman  Brothers 

Incorporated  Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Salomon  Brothers  Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc.        Dean  Witter  &  Co.        Warburg  Paribas  Becker  Inc. 

Incorporated 

January  22.  1975 
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fertilizer.  The  cost  has  been  hig 
there  are  no  more  huge  U.S.  stoc 
to  be  had  on  easy  terms.  Alreac 
India  has  shelled  out  $1.2  billion  i 
fuel,  $1  billion  for  grain  and  almo 
as  much  for  fertilizer. 

A  government  cannot  make  it  rail 
It  can,  however,  prepare  against  tr 
day  when  it  doesn't  rain.  Unfortunat 
ly,  instead  of  promoting  agricultun 
the  government  of  Prime  Minister  Ii 
dira  Gandhi  has  been  promoting 
mild  but  nonetheless  harmful-to-aj 
riculture  brand  of  socialism. 

Under  socialist  doctrine,  social  ju- 
tice  is  more  important  than  economi 
incentives.  The  trouble  is  that  farn 
ing  requires  incentives;  otherwise  th 
farmers  will  simply  stay  in  bed. 

Previous  governments  had  limite 
the  amount  of  land  that  could  b 
held  by  an  adult  male  to  30  irrigate 
acres— a  goodly  piece  of  land  b 
Indian  standards.  Immediately  afte 
she  won  her  big  electoral  victory  i 
1972,  Mrs.  Gandhi's  party  droppe< 
the  limit  to  18  acres.  The  other 
acres  would  go  to  the  landless. 

Question  of  Size 

However,  while  30  acres  will  sup 
port  a  tractor,  18  ordinarily  will  not 
Farmers   who   had   borrowed   40,00( 
rupees   ($5,000  at  the  official  rate  o 
exchange,  but  more  like  $40,000  b 
Indian    living    standards)     to    buy 
tractor    found    they    could    not    full) 
utilize  it.  At  the  same  time,  the  new 
owners  of  the  land  could  not  afforc 
modern      implements      or      irrigation 
In  effect,  capital  flowed  out  of  farm- 
ing. Who  knew?  Maybe  next  year  th 
limit  would  fall  to  12  acres.  All  peas 
ants    tend    to   mistrust    governments 
those  of  India  had  sound  reasons. 

Mrs.  Gandhi's  government  also  cut 
back  the  earlier  tax  incentives  fo] 
farmers.  For  a  number  of  years  farm 
income  had  been  exempt  from  taxa- 
tion—a heady  incentive  in  a  nation 
where  income  tax  rates  then  ran  as 
high    as    1  10'/!   The    exemption    led    a 

good  number  of  well-to-do  people, 
Mrs.  Gandhi  among  them,  to  invest 
in  farming.  There  were  some  abuses, 
but    capital    and    management    (lowed 

into  a  business  that  badly  needed  i 

In  pursuit  of  social  justice  and  CO 

vinced   that   some  ol    the   gentlem 
farmers   were   abusing   the   law,    th 
government   decreed   thai   hencefori 

only  full-time  farmers  could  uet   the 

tax  exemption.  Out  Bowed  a  good 
pari    ol    the   capital    and    management 

that  previously  had  Bom  ed  in. 

The     linal     blow     was     the     goverm 

incut's  nationalizing  oi  the  wholesale 

grain    trade.     Until    then    the    larnieis 

had  been  forced  tO  sell  hall  thcil 

to   the   government   at    a   low,   lived} 

price    tor    sale    to    the    pool    at    latioil 
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shops.  The  other  half,  however,  the 
farmers  could  sell  to  wholesalers  at 
the  higher  market  price.  The  farmers 
didn't  like  this,  but  they  could  live 
with  it.  But  once  wholesaling  was  na- 
tionalized, the  farmers  had  to  sell  all 
of  their  crops  at  low,  fixed  prices. 

It  is  one  thing  for  the  government 
to  issue  sweeping  edicts  in  a  vast 
country  like  India.  It  is  quite  another 
to  enforce  them.  The  peasants  found 
ways  to  get  around  the  laws.  A  thriv- 
ing black  market  sprang  up.  Shaken, 
the  government  gave  the  grain  busi- 
ness back  to  its  original  owners,  but 
the  black  market  had  received  a  great 
shot  in  the  arm  and  so  had  corruption. 
"Ghost"  ration  cards  are  now  a  famil- 
iar thing,  used  by  their  possessors  to 
siphon  food  from  low-cost  ration 
shops  for  resale  on  the  black  market. 

This  year  nature  has  treated  India 
better  than  her  own  government  did. 
Food  production  is  likely  to  top  the 
120-million-ton  record  of  the  early 
Seventies  (although  there  will  be  lit- 
tle or  no  surplus;  there  are  50  mil- 
lion more  Indians  than  there  were 
then).  In  1975  bellies  will  be  a  bit 
fuller  than  in  1974.  In  addition  to 
more  rainfall,  the  crops  will  benefit 
from  heavy  spending  by  some  states 
on  deep  tubewells  (a  steel  pipe  low- 
ered to  an  underground  reservoir). 
The  water  is  pumped  out  by  an  elec- 
tric or  diesel  pump  to  keep  the  irriga- 
tion canals  filled  when  the  rains  fail. 
India  has  vast  reservoirs  of  subsoil 
water  it  is  just  beginning  to  tap. 

India,  therefore,  is  unlikely  to  col- 
lapse. Not  this  year,  anyhow.  It  has 
procured  a  little  more  time.  The  situa- 
tion is  not  yet  hopeless. 

"In  this  climate  we  can  grow  any- 
thing," says  Dr.  M.S.  Randhawa,  vice 
chancellor  of  Punjab  Agricultural 
University.  "The  problem  is  one  of  in- 
puts—mainly fertilizer  and  machin- 
ery." Water?  No  problem,  says  this  ag- 
ricultural expert.  India's  great  rivers 
run  almost  unused  into  the  sea;  where 
there  are  no  rivers,  there  is  the  sub- 
surface water.  "Without  the  tubewells 
this  year,"  he  says,  "India  would  have 
starved." 

B.  Shivafaman,  the  man  who  led 
the  Green  Revolution  during  his  years 
as  Secretary  of  the  Ministry  of  Ag- 
riculture, agrees.  "Bihar,"  he  says,  re- 
ferring to  India's  poorest  state,  "has 
the  lowest  yield  per  acre  in  the  coun- 
try. Yet  it  has  the  richest  land,  the 
richest  water."  What  he  won't  say, 
however,  is  that  Bihar  is  doomed  to 
hunger  as  long  as  it  has  a  state  gov- 
ernment that  is  corrupt,  inefficient  and 
callous  to  its  peoples'  needs. 

The  kind  of  development  that  Shi- 
varaman  and  Randhawa  talk  about 
does  not  come  easy.  The  continuing 
power  shortage  not  only  harms  indus- 


try, it  makes  it  more  difficult  to  run 
the  pumps  in  the  tubewells.  To  tap 
the  rivers  properly  will  require  not 
only  huge  sums  of  money  but  the 
cooperation  of  Pakistan  and  China- 
two  unfriendly  powers. 

Cursed  With  Long  Life 

It  would  be  wrong,  however,  to 
write  off  India  as  hopeless,  cursed 
with  too  many  babies  and  too  much 
lethargy.  India  is  trying  to  curb  the 
birthrate;  her  population-control  pro- 
gram is  one  of  the  most  aggressive 
in  the  world.  But,  as  Mrs.  Gandhi  told 
Forbes  a  few  years  ago:  "What  can 
we  do?  We  can't  follow  people  into 
the  bedroom."  Then,  too,  part  of  the 
population  explosion  is  due,  not  to  an 
excessive  birthrate,  but  to  better  liv- 
ing conditions.  Thanks  to  better  med- 
ical care,  the  death  rate  has  dropped 
50%.  The  typical  Indian  simply  stays 
on  earth  longer  and  therefore  con- 
sumes more  food  in  his  lifetime. 

There  are  signs  that  the  Gandhi 
government  has  begun  to  face  reality. 
Inflation  and  hunger  have  hurt  the 
government  in  recent  by-elections,  and 
the  ballot  box  speaks  a  language  pol- 
iticians understand.  Fakhruddin  Ali 
Ahmed,  the  hopelessly  incompetent 
food  minister,  has  been  elevated  to 
the  largely  ceremonial  job  of  presi- 
dent of  India.  His  successor  is  a  tough 
politician,  Jagjivan  Ram,  who  took  of- 
fice just  as  the  winter  rains  arrived 
in  copious  quantity;  a  good  augury. 

The  land  redistribution  cannot  and 
probably  should  not  be  undone.  How- 
ever, there  are  a  good  many  things 
the  government  can  do  to  get  food 
production  up  quickly.  It  can  allow 
the  farmers  to  sell  their  entire  out- 
put at  market  prices;  in  India  as  else- 
where a  little  incentive  goes  a  long 
way.  If  that  puts  food  out  of  reach 
of  the  poor,  then  the  government,  not 
the  struggling  farmers,  will  have  to 
subsidize  them.  And  the  government 
can  subsidize  fertilizer,  which  is  cur- 
rently priced  almost  out  of  the  mar- 
ket. Better  to  subsidize  food  produc- 
tion than  steel  production.  It  can 
switch  tractor  production  from  the 
present  30  hp  models  to  15  hp  or  20 
hp  models  such  as  the  Japanese  make. 
And  it  can  concentrate  on  generating 
more  power,  so  that  there  is  enough 
to  operate  the  tubewells. 

Belatedly,  the  government  may  re- 
alize that  while  socialist  slogans  are 
potent  vote-getters,  full  stomachs  are 
even  better.  There  is,  after  all,  more 
social  justice  in  a  loaf  of  bread  than 
in  schemes  for  the  fairer  distribution 
of  wealth.  Putting  it  another  way, 
the  people  who  run  India  are  begin- 
ning to  understand  that  Adam  Smith, 
however  unfashionable,  can  feed  more 
people  than  Karl  Marx  can.   ■ 


Thanks  to  expensive  imported  grain 
and  granary  states  like  Haryana, 
Punjab  and  a  couple  of  others,  the 
Indians  will  get  fed  this  year— after 
a  fashion.  But  these  children  and 
many  millions  of  Indians  will  suffer 
needlessly  due  to  government  mis- 
management. Unless  India  gets  mov- 
ing, the  future  could  spell  disaster. 
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As  I  See  It 


An  Interview  With  Felix  Rohatyn 


A  prominent  Wall  Streeter 
defends  his  proposal  for  a  revived 
Reconstruction  Finance  Corporation. 


Should  the  Federal  Government  buy 
common  stock  in  troubled  private  cor- 
porations in  order  to  save  lending 
banks,  and  the  economy,  from  a  pos- 
sible string  of  major  bankruptcies? 

That  idea  was  recently  proposed  in 
The  New  York  Times  by  Felix 
Rohatyn  of  Wall  Street's  Lazard 
Freres,  and  it  has  picked  up  con- 
siderable support  in  recent  weeks 
among  the  financial  establishment. 

"It  is  essential  that  we  move  in  this 
direction,"  commented  William  Mc- 
Chesney  Martin,  former  head  of  the 
New  York  Stock  Exchange,  in  a  sub- 
sequent letter  to  the  Times. 

"I  agree  emphatically,"  wrote  Gus- 
tave  Levy,  managing  partner  of  Wall 
Street's  Goldman,  Sachs. 

The  idea  deserves  careful  study, 
agreed  Alfred  Hayes,  president  of  the 
Federal  Reserve  Bank  of  New  York. 
A  few  days  later,  Chairman  Roy 
Garrett  of  the  Securities  &  Exchange 
Commission  threw  the  SEC's  weight 
behind  Rohatyn's  proposal. 

What  is  going  on  here?  Should 
scarce  capital  be  allocated  arbitrarily 
to  the  weakest  links  in  the  economy? 
Do  we  really  want  partial  nationali- 
zation of  major  U.S.  corporations? 
Should  corporations  be  rescued  from 
their  own  follies? 

Forbes'  Geoffrey  Smith  put  these 
questions  to  Felix  Rohatyn,  merger 
maker  for  International  Telephone  & 
Telegraph  and  recently  the  architect 
of  the  proposed  Lockheed/Textron 
association. 


Apparently  you  fear  there  may  be 
major  bankruptcies  on  a  large  scale 
this  year. 

Rohatyn:  Yes,  that's  true.  I've  felt 
so  for  some  time.  You  have  major 
airlines  and  some  major  manufactur- 
ing companies  that  are  highly  over- 
leveraged  and  are  in  a  situation  that 
is  structurally  unhealthy.  They  have 
no  way  to  raise  equity  because  of  the 
death  of  the  equity  market,  and 
they're  locked  into  tremendous  debt 
structures  and  tremendous  interest 
charges.   Now  the  banking  structure 


of  this  country  is  sufficiently  fragile 
today  that  I  think  the  banks  are  an 
area  of  genuine  concern,  when  you 
consider  the  size  of  some  of  these 
overleveraged  companies. 

Now  my  proposal  .  .  .  I'm  just  look- 
ing for  some  tools  to  cushion  this  eco- 
nomic transition  that  might  be  much, 
much  steeper  and  much,  much  harsh- 
er than  we  think.  We  have  a  world 
crisis  today.  The  Arab  oil  money  sit- 
uation, which  I  find  totally  unwork- 
able conceptually,  is  causing  signifi- 
cant problems  that  are  going  to  take 
some  time  to  work  out. 

You  feel  there's  a  serious  threat  of 
a  bank  panic  this  year? 

Rohatyn:  I  would  think  there  is  a 
risk,  yes.  Look,  when  you  see  a  little 
bank  like  Security  National  and  when 
the  Chemical  takes  them  over  they 
write  off  over  $140  million  of  their 
loan  portfolio.  .  .  .  You  look  at  the 
real  estate  investment  trusts,  you  look 
at  the  pension  funds,  you  look  at  city, 
state  and  federal  indebtedness  and 
the  money  that  is  going  to  be  re- 
quired just  to  keep  those  government 
bodies  going,  you  have  to  inquire 
how  you're  going  to  make  all  this 
come  out. 

That's  the  Fed's  problem,  isn't  it? 

Rohatyn:  The  Fed  can  pump  money 
into  the  Franklin  National  to  make 
up  for  withdrawals.  But  the  Fed  can't 
do  anything  to  the  bank's  capital 
structure  that  all  of  a  sudden  gets 
out  of  whack  because  there  is  an 
enormous  default  and  it  has  to  write 
down  surplus,  even  though  no  cash 
is  going  out.  If  I  recall  correctly,  the 
Reconstruction  Finance  Corporation 
bought  bank  preferred  stock  in  the 
Thirties  to  shore  up  bank  capital 
structures.  There  isn't  anybody  around 
today  that  can  do  that.  I  think  that 
was  Al  Hayes'  point  the  other  day. 

Why  should  the  Federal  Govern- 
ment buy  common  stock  in  compa- 
nies on  the  verge  of  bankruptcy?  Why 
not  just  have  the  Government  guar- 
antee their  debt? 


Rohatyn:  Because  if  you  just  run  to 
Congress  and  ask  them  to  lend  more 
money  or  guarantee  more  loans,  you're 
just  perpetuating  the  problem.  What 
Lockheed  needs  is  not  another  $100 
million  in  credits  on  top  of  the  credits 
it  already  has.  That  just  increases  the 
crushing  amount  of  debt  and  interest 
charges. 

In  effect,  you're  asking  the  Federal 
Government  to  undertake  out-of-court 
Chapter  11  bankruptcy  refinancings. 

Rohatyn:  In  a  way  that's  correct. 
You  see,  what  we  discovered  in  the 
restructuring  of  the  Lockheed  Aircraft 
company  is  that  a  relatively  small 
amount  of  equity,  properly  infused, 
can  trigger  significant  conversions  of 
debt  to  equity  by  the  banks,  and  re- 
lieve the  corporation  of  very  signifi- 
cant amounts  of  interest  charges.  At 
Lockheed,  we  turned  an  investment 
of  $100  million  by  Textron  into  a  con- 
version by  the  banks  of  $275  million 
of  debt  to  preferred  stock,  and  that 
$275-million  conversion,  plus  other 
reductions  in  interest  charges,  re- 
duced the  interest  cost  to  Lockheed 
by  $100  million  for  the  first  two  years 
after  restructuring.  Plus  that  $100 
million  in  equity  releases  $250  mil- 
lion of  government-guaranteed  debt. 
So  you  could  argue  that  from  the 
Government's  point  of  view,  that's 
$150  million  plus. 

But  the  free  market  saved  Lock- 
heed. You  were  able  to  persuade 
Miller  to  invest  $100  million  of  T( 
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tron  capital  in  the  company.  Why 
should  the  Government  step  in  and 
do  that? 

Rohatyn:  Well,  $100  million  is 
bumping  up  there,  as  far  as  Textron 
is  concerned.  Suppose  the  necessary 
amount  had  been  $150  million, which 
is  not  inconceivable.  Then  what  do 
I  do?  I  mean  I  just  don't  believe  it's 
feasible  in  this  economy  to  be  totally 
dogmatic  and  say  the  marketplace  is 
what  makes  us  work,  and  if  huge 
companies  go  down  the  drain,  the 
hell  with  it! 

You  know,  in  the  summer  of  1970 
the  question  arose  as  to  whether  we 
should  let  Hayden,  Stone  go  under. 
People  in  my  industry  argued  with 
great  conviction:  "Let  it  go!  Why 
should  we  put  up  these  monies  for 
these  idiots?  Nothing's  going  to  hap- 
pen. There  won't  be  a  ripple."  The 
position  we  took  was:  "O.K.  That 
might  really,  be  the  case.  But  look  at 
the  risk  of  jt  not  being  the  case."  If 
they  were  wrong,  there  was  no  way 
to  put  that  thing  together  again. 

You're  talking  about  confidence, 
really.  Two  or  three  major  bank- 
ruptcies in  this  climate,  leaving  aside 
the  banks,  would  not  be  a  negligible 
factor  in  consumer  confidence. 

The  world  didn't  grind  to  a  halt 
when  Penn  Central  went  under.  .  .  . 

Rohatyn:  No,  but  you  might  find 
that  if  you  had  had  an  instrument 
like  the  RFC  at  the  time  of  the  Penn 
Central  it  might  have  been  possible 


to  restructure  it  and  really  bring  it 
back  to  its  feet  over  a  period  of  two, 
three  years.  I  think  we're  going  to  be 
paying  for  the  Penn  Central,  as  tax- 
payers, for  the  next  50  years. 

The  management  of  a  troubled 
company  won't  have  to  worry  about 
solving  the  problem  themselves.  The 
RFC  will  take  care  of  everything. 

Rohatyn:  No,  because  that  manage- 
ment is  not  going  to  be  around. 

r  Theoretically,  business  failures  are 
capitalism's  occasionally  harsh  way 
of  correcting  maldistributions  of  capi- 
tal, right? 

Rohatyn:  That  would  probably  be 
true  if  you  were  talking  about  a  free- 
market  mechanism.  But  let's  take 
Lockheed  again.  Partly  it  was  their 
own  fault,  but  partly  it  was  outside 
factors.  You  had  a  C-5A  settlement. 
Th^  Rolls-Royce  bankruptcy.  A  fall- 
off  in  airline  buying  because  of  fuel 
cost.  I  wouldn't  say  that  was  simply 
a  case  of  free-market  forces  working 
their  will. 

It  was  investment  bankers  like  you 
who  told  them  they  weren't  leveraged 
enough,  just  a  few  years  ago.  .  .  . 

Rohatyn:  I  don't  say  the  financial 
community  is  blameless.  The  greed 
of  the  investors.  The  earnings-per- 
share  game  that  went  on  in  the  Six- 
ties, which  drove  companies  berserk 
so  that  they  were  leveraging  them- 


selves to  the  hilt  in  order  to  improve 
their  earnings  per  share  because  that's 
what  the  analysts  wanted.  And  some 
of  these  companies  should  have 
learned  their  lesson  in  1970.  But  here 
they  were  last  year  buying  in  their 
own  stock  because  it  looked  cheap 
and  it  was  going  to  mean  earnings 
per  share  and  the  hell  with  the  bal- 
ance sheet. 

And  now  the  taxpayer,  who  has 
lost  his  shirt  in  the  supermarket  as 
well  as  in  the  stock  market,  should 
cough  up  some  more  cash  to  bail  out 
these  companies? 

Rohatyn:  I  wasn't  really  suggesting 
that  the  Government  pay  for  this.  I 
was  suggesting  that  the  equity  in  the 
RFC,  or  whatever  you  want  to  call 
it,  be  subscribed  to  by  the  Treasury 
in  the  amount  of  $5  billion,  but  that 
that  amount  be  repaid  to  the  Trea- 
sury by  a  tax  of  1%  on  the  pretax  prof- 
its of  businesses  earning  over  $1  mil- 
lion. I  don't  think  it  ought  to  be  in- 
flationary and  just  taking  money 
away  from  the  Treasury.  I  also  rec- 
ommended that  the  RFC  have  the 
authority  to  offer  up  to  $10  billion 
in  government-guaranteed  bonds— the 
sort  of  thing  you  might  get  some  of 
the  Arab  countries  to  invest  their 
surplus  oil  funds  in. 

So  you'd  be  taxing  IBM,  and  per- 
haps peddling  bonds  to  King  Faisal, 
for  the  purpose  of  bailing  out  W.T. 
Grant?  Lots  of  luck. 

Rohatyn:  From  an  industrial  point 
of  view,  I'm  not  sure  that  the  survival 
of  W.T.  Grant,  certainly  in  its  present 
form,  is  particularly  vital.  But  on  the 
other  hand  I  don't  know  what  impact 
its  problems  would  have  on  the  ma- 
jor banks  in  this  country.  I  don't  know 
the  company  well  enough.  The  point 
is,  I  don't  believe  this  RFC  would  be 
"bailing  out"  terminal  cases.  If  there 
is  no  economic  justiLcation  for  the 
life  of  a  particular  company  because 
its  products  are  no  damned  good,  or 
because  they're  priced  wrong  or  be- 
cause of  other  factors  that  make  it 
obsolete,  then  you  just  wouldn't  do 
it— unless  they  were  such  a  large 
creditor  of  such  a  large  bank  that 
there  would  be  some  obvious  reasons 
for  trying  to  do  something. 

Who  decides  whether  a  company 
has  an  economic  reason  for  being? 

Rohatyn:  Well,  I  suggested  that  the 
board  of  the  RFC  ought  to  include 
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the  Secretary  of  the  Treasury,  the 
chairman  of  the  Economic  Council, 
the  chairman  of  the  SEC  and  the 
chairman  of  the  Federal  Reserve 
Bank.  Now  I  agree  the  thing  you 
have  to  be  most  careful  about  is  the 
potential  for  corruption  and  political 
influence-peddling.  But  I  have  to  be- 
lieve one  can  get  some  good  people. 
And  let's  put  a  cutoff  on  it.  Five 
years,  say.  Whatever  happens,  you 
liquidate  it  and  turn  its  portfolio 
over  to  the  Treasury,  so  people 
wouldn't  make  a  career  of  this. 

Suppose  a  small  company  like 
hazard  F teres  was  in  "structural  dif- 
ficulty"? Should  it  be  bailed  out? 

Rohatyn:  I  think  it's  irrelevant  from 
the  point  of  view  of  national  interest 
whether  Lazard  Freres  is  in  business 
three  years  from  now.  Or  even  wheth- 
er Merrill  Lynch  is  in  business  three 
years  from  now.  But  I  do  believe  it 
makes  a  difference  if  a  company  em- 
ploys 50,000  or  100,000  people,  and 
if  at  the  same  time  its  pension  fund 
is  $300  million  to  $400  million  under- 
funded because  the  stock  market's 
gone  to  pieces,  if— in  the  middle  of 
an  economic  recession— we  shut  that 
company  down,  put  those  people  out 
in  the  streets,  and  then  find  the 
pensions  they  were  looking  for  are 
no  longer  there. 

Wouldn't  this  create  a  great  op- 
portunity for  speculators?  Pan  Ameri- 


Frightened  depositors  massed  outside 
a  troubled  bank  in  the  Depression.  It 
could  happen  again,  warns  Rohatyn. 

can  Airlines  paper  would  take  off  the 
very  day  an  RFC  was  created. 

Rohatyn:  We  may  be  seeing  great 
economic  opportunities  in  terms  of 
equity  investments,  if  properly  made. 
That  is,  providing  companies  can  be 
restructured.  Remember  that  the 
RFC  would  own  part  of  the  equity 
and  ultimately  will  make  many  bil- 
lions of  dollars  on  its  investments.  And 
that's  taxpayers'  money  that  we  are 
talking  about  here! 

So  it's  sort  of  a  self-fulfilling  proph- 
ecy! The  troubling  thing  is  that  it 
amounts  to  nationalization  of  major 
U.S.  corporations. 


Rohatyn:  Because  they  might  own 
25%  of  a  company?  O.K.  Maybe.  But  J 
don't  you  think  that  the  Defense  De- 
partment has  effective  control  over 
defense  contractors  today?  Or  that 
the  Government  has  semicontrol  over 
the  airlines  industry  by  its  granting 
of    routes    and    its    setting    of   rates? 

The  performance  of  national- 
ized companies  in,  say,  Britain  is 
scarcely  encouraging. 

Rohatyn:  Oh,  it's  a  disaster!  R's 
hardly  conceivable  to  run  something 
worse  than  the  way  the  Government 
runs  something!  If  the  RFC  works,  it 
won't  be  a  first  step  in  that  direction, 
however.  Just  the  opposite.  We're 
talking  about  temporary  equity  in- 
vestments by  the  Government.  Two, 
three  years  might  be  sufficient  for  a 
Lockheed  or  a  major  airline  that  may 
have  a  temporary  problem. 

Are  you  saying  that  if  we  don't  get 
an  RFC  we're  in  for  a  full-scale  eco- 
nomic collapse? 

Rohatyn:  I'm  saying  that  the  present 
situation  is  serious  enough  so  that  I 
would  like  to  have  an  additional  con- 
tingency instrument  that  can  be  used 
for  certain  types  of  cures— as  insur- 
ance at  least. 

As  a  boardroom  philosopher  once 
remarked:  Socialize  the  losses  and 
keep  the  profits  private!  ■ 


A  Formula  For  Buggy  Whips? 


How  will  this  year's  far  more  liberal 
Congress  react  to  the  idea  of  a  revived 
Reconstruction  Finance  Corporation? 
Felix  Rohatyn  predicts  a  "sympathetic 
reaction— certainly  among  the  Demo- 
crats, and  among  a  fair  number  of 
Republicans  as  well." 

Rohatyn  is  rather  out  of  touch  with 
Washington  realities. 

Newly  elected  House  Banking 
Committee  Chairman  Henry  Reuss 
(Dem.,  Wis.)  is  already  on  record 
against  the  proposal:  "The  Treasury 
of  the  United  States  is  not  a  fund  to 
bail  out  business  mismanagement  or 
the  production  of  products  that  cus- 
tomers don't  want  to  buy."  Fellow 
Wisconsin  Democrat  Senator  William 
Proxmire,  chairman  of  the  Senate 
Banking  Committee,  has  dismissed  it 
as  "a  formula  for  protecting  buggy 
whip  manufacturers." 

That  view  is  widely  shared  on 
Capitol  Hill,  says  a  senior  staffer  for 


the  House  Banking  Committee:  "If 
Lockheed  is  the  kind  of  example 
Rohatyn  is  thinking  of,  he's  dead  be- 
fore he  starts!  Remember  the  vote  on 
the  Lockheed  debt  guarantees?  It 
passed  by  one  vote  in  the  House  and 
two  votes  in  the  Senate.  Today  the 
leadership  wouldn't  even  bring  it  up!" 

The  Banking  Committee  staff  mem- 
ber recalls  that  David  Packard,  when 
deputy  secretary  of  defense,  "sabo- 
taged the  hell  out  of  the  proposal" 
to  rescue  Lockheed. 

What  about  saving  all  those  jobs 
at  W.T.  Grant?  "That  would  go  over 
like  a  lead  balloon,"  the  staff  member 
replied.  "A  lot  of  them  would  say: 
'Jesus  Christ!  You're  talking  about 
1,100  five-and-dime  stores?  I  just 
can't  believe  we've  got  to  save  that!' 
Look,  the  unemployment  thing  works 
very  well  politically  where  you  have 
a  concentration  of  employment. 
Southern   California  is   going  to  col- 


lapse—the Lockheed  argument.  Or  De- 
troit is  going  to  collapse.  But  W.T. 
Grant?  Forget  it." 

The  RFC  idea  is  in  trouble  on  two 
fronts.  Conservatives  fear  it  would  just 
mean  socializing  major  elements  of 
the  economy.  Liberals  worry  that  it 
would  be  a  bailout  for  Wall  Street. 

"Look,"  the  Banking  staffer  adds, 
"Rohatyn's  proposal  will  be  a  big  is* 
sue.  There  will  be  a  battle  over  the 
equity  thing.  But  the  general  feel- 
ing here  is  that  we  need  something 
along  the  lines  of  a  development 
bank,  a  lending  institution.  Some  kind 
of  government  vehicle  to  help  finance 
investment  in  energy,  housing,  small 
business,  state  and  local  bond  issues 
and  technological  innovation.  There's 
a  growing  and  generally  sympathrtii 
feeling  toward  this.  But  not  big  bus! 
ness.  There's  very  little  talk  that  this 
should  be  set  up  for  Chrysler  or  Lock- 
heed or  anything  like  that." 
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The  Awful  Truth 


Banks  overstate  their  reserves  for  loan  losses. 

Required  loan-loss  reserves  are  inadequate  to  begin  with 
under  today's  conditions. 

Banks  overstate  their  assets. 

Banks  can  easily  overstate  their  earnings. 

You  don't  believe  all  these  things  could  be  wrong  with 
bank  reporting?  Neither  did  we.  But  just  have  a  seat 
for  a  moment,  and  we'll  walk  you  through  it.  All  four 
statements  are  fact. 

The  last-minute  rescue  of  Security  National  by  the 
Chemical  Bank  got  us  thinking  about  bank  financial  state- 
ments in  a  hurry.  We  should  have  done  it  a  long  time 
ago.  We  don't  like  what  we  found. 

Let's  start  with  Security's  1973  annual  report— its  last. 
Put  aside  for  the  moment  the  $140  million  worth  of  Se- 
curity loans  that  the  Chemical  has  termed  "questionable." 
We'll  get  to  that  in  a  moment.  Look  at  the  1973  report. 
The  first  thing  we  find  is  that  outside  auditors,  Arthur 
Young  &  Co.,  had  slapped  a  "subject  to"  on  Security. 
That's  trouble.  A  "subject  to"  is  virtually  unheard  of  in 
bank  financial  statements.  The  auditors  were  telling  share- 
holders they  were  worried  about  whether  Security  would 
ever  collect  on  $13  million  in  loans  to  real  estate  wonder- 
boy  Walter  Kassuba  (Forbes,  Oct.  1,  1974). 

O.K.  Suppose  those  loans  go  sour.  Security's  balance 
sheet  shows  a  "Reserve  for  Possible  Losses  on  Loans"  of 
over  $21  million.  Surely  enough  to  cover  Kassuba's  ques- 
tionable $13-million  borrowing,  right?  Wrong.  In  fact,  Se- 
curity had  set  aside  far  less  than  $21  million  to  cover  bad 
loans.  How  much  less,  one  can  only  guess. 

How  come  Security  was  allowed  to  overstate  its  loan- 
loss  reserve?  The  same  way  every  other  bank  and  bank 
holding  company  in  the  country  does:  by  using  tax-ac- 
counting numbers  rather  than  financial  statements. 

It  works  like  this:  Like  every  other  company,  a  bank 
keeps  two  sets  of  books,  one  for  shareholders  and  one  for 
the  Internal  Revenue  Service.  But  here's  the  catch.  When 
it  comes  to  the  loan-loss  provision,  the*  shareholders  and 
the  IRS  are  given  the  same  numbers.  The  IRS  allows 
banks  to  show  a  tax-free  reserve  for  loan  losses.  The  IRS 
formula  multiplies  an  average  loss  experience  over  a  20- 
year  period  by  the  bank's  "eligible"  loans  (all  loans  ex- 
cept federal  funds  sold,  loans  backed  by  U.S.  Government 
securities  or  passbooks  and  FHA  or  VA  mortgages ) ;  the 
current  ratio  is  1.8%  for  all  banks. 

But  bank  regulators  and  bank  auditors  figure  differently. 
They  say,  for  financial  statement  purposes,  banks  should 
use  a  five-year  average  loan-loss  experience  to  determine 
the  minirnum  reserve.  So  what?  Well,  loss  ratios  have  been 
declinin glover  the  years  (at  least  until  this  year).  So  the 
reserve  allowed  for  tax  purposes  is  generally  larger  than 
the  reserve  required  by  state  and  federal  bank  examiners 
and  outside  auditors.  Quite  a  bit  larger. 

Suppose,  for  example,  a  bank  had  $100  million  worth 
of  loans  out  at  the  end  of  1973.  Auditors  would  have 
said  that  a  loan-loss  reserve  of  $250,000  was  adequate  as 
long  as  the,  bank  expected  1974  to  be  a  more  or  less 
normal  year.  After  all,  the  five-year  median  loan  losses  for 
the  84  banks  tracked  by  bank  analysts  Keefe,  Bruyette  & 
Woods  was  somewhere  between  0.21%  and  0.30%  of  total 
loans  outstanding  in  1973.  Call  it  0.25%. 

The  IRS  is  more  generous.  It  would  have  allowed  that 
same  bank  to  claim  $1.8  million  in  loan-loss  reserves,  be- 


cause the  20-year  loan-loss  ratio  is  1.8%.  No  tax  on  that 
$1.8  million.  And  only  the  five-year  formula-derived  re- 
serve would  have  to  come  out  of  earnings;  the  rest  could 
be  debited  directly  to  earned  surplus.  Normally,  accoun- 
tants will  not  permit  a  retained-earnings  reserve.  They  say 
all  expenses,  such  as  bad-loan  losses  and  the  reserves 
created  to  absorb  them,  must  flow  through  the  income 
statement.  But,  because  of  the  IRS,  accountants  allow 
banks  to  lump  the  retained-earnings  reserve  and  the  valua- 
tion reserve  (created  by  charges  to  income)  together. 

So  what  happens?  The  bank  tells  its  shareholders  that 
it  has  a  reserve  for  possible  loan  losses  of  $1.8  million, 
but  only  $250,000  appears  as  an  expense  on  the  income 
statement;  the  other  $1.55  million  comes  out  of  stock- 
holders' equity. 


Back  to  Security  National  for  a  moment.  In  1973  the 
bank  suffered  actual  net  loan  losses  of  over  $12  million. 
Meanwhile,  the  auditors  were  warning  that  another  $13 
million  looked  pretty  shaky.  (That  was  putting  it  mild- 
ly.) So  what  does  Security  do?  It  takes  $7.6  million  out 
of  pretax  earnings  and  $5.5  million  out  of  stockholders' 
equity  and  throws  it  at  the  $12-miUion  loss.  That  leaves 
$1  million  over  the  total  loan-loss  reserve,  which  increases 
from  $20  million  to  $21  million.  The  bank  reports  net  in- 
come of  $9.2  million.  In  actual  fact,  there  were  probably 
no  real  earnings  at  all.  And  Security  didn't  bother  to  re- 
duce its  loans  by  even  the  amount  it  had  set  aside  for 
bad  loans— the  bank  let  the  full  $1.3  billion  sit  on  the 
balance  sheet  as  assets.  As  one  bank  accountant  explains: 
"The  major  purpose  of  a  valuation  reserve  is  to  reduce  an 
asset— accounts  receivable— to  its  current  value." 

Has  the  shareholder  been  misled?  "He  certainly  has," 
says  a  Security  &  Exchange  Commission  accountant, 
Charles  Oglebay  Jr.  "This  is  totally  improper  accounting." 
The  same  improper  accounting  every  U.S.  bank  can  use. 

Now  we  discover  that  the  Arthur  Young  "subject  to" 
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qualification  in  Security's  annual  report  was  far  more  se- 
rious than  it  appeared  to  be  at  first  glance. 

"If  that  annual  report  had  come  to  us,"  says  Oglebay, 
"the  first  thing  we  would  have  done  was  telephone  man- 
agement and  tell  them  to  get  that  'subject  to'  out  of  there." 

But  Security  National's  annual  report  didn't  go  to  the 
SEC,  because  it  was  a  bank,  not  a  bank  holding  compa- 
ny. The  $2.4-billion  assets  (1973)  Citizens  &  Southern 
Bank  of  Atlanta  doesn't  have  to  send  its  annual  report 
to  the  SEC  either,  even  though  it  is  a  bank  holding 
company.  Why?  Because  the  bank  owns  the  bank  hold- 
ing company.  But  that's  another  matter. 

Suppose  we  want  to  decide  for  ourselves  whether  a 
bank's  loan-loss  reserves  are  adequate.  Let's  take  Chase 
Manhattan  Corp.  this  time.  About  36%  of  Chase's  loans, 
$8  billion  or  so,  are  accounted  for  by  overseas  offices. 
That  we  can  find  out  in  a  copy  of  Chase's  annual  SEC 


The  shareholder  has  certainly  been  misled, 
says  Securities  &  Exchange  Commission 
Accountant  Charles  Oglebay  Jr. 
This  is  totally  improper  accounting/ 


// 
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Form  10K,  a  public  document.  Now  banks  have  been  hav- 
ing some  problems  with  overseas  loans  lately.  How  much 
of  Chase's  $8  billion  overseas  is  in  tankers,  for  example? 
How  much  was  loaned  to  the  shaky  Italian  government? 
Or  to  Burmah  Oil  (see  p.  21)? 

Sorry.  That  information  is  impossible  to  get.  The  only 
thing  an  investor  can  possibly  learn  about  over  a  third 
of  Chase's  loan  assets  is  simply  that  they  exist— or,  more 
accurately,  that  they  did  exist  as  of  the  date  of  Chase's 
last  Form  10K. 

Things  aren't  quite  that  bad  when  it  comes  to  domestic 
loans.  By  law,  banks  are  required  to  file  semiannual  State- 
ments of  Condition  with  the  Federal  Reserve— "Call  Re- 
ports" as  they  are  known  in  the  trade.  Forget  the  front 
of  the  call.  You  already  have  that  information  in  the 
bank's  annual  report.  You  want  the  back  of  the  call,  which 
breaks  the  bank's  loan  assets  down  into  22  different  cate- 
gories. Domestic  loans,  that  is. 

Remember  Franklin  National?  The  back  of  the  call 
would  have  told  you  that,  as  of  June  30,  1974,  over  10% 
of  Franklin's  $2  billion  in  loans  was  placed  with  nonbank 
financial  institutions  (which  includes  real  estate  invest- 
ment trusts),  and  another  10%-plus  was  in  real  estate 
secured  by  nonfarm,  nonresidential  properties.  Useful  in- 
formation, that,  for  anyone  who  had  an  inkling  of  just 
how  bad  real  estate  was. 

Call  reports  are  public  documents  like  SEC  Form  lOKs. 
If  you  have  the  time  and  the  patience,  you  can  ask  the 
Federal  Reserve,  or  the  Federal  Deposit  Insurance  Corp., 
or  the  Comptroller  of  the  Currency  to  send  them  to  you. 
Sometimes  that  works.  Sometimes  it  doesn't.  We  requested 
the  call  report  for  Security  National,  and  when  it  arrived 
part  of  the  crucial  "back  of  the  call"  (Schedule  A,  the 
loan  breakdown )  w  as  missing. 

Enterprising  bank  analysts,  however,  can  get  the  full 
call  report  on  computer  tape  (at  $50  a  bank).  Seven 
years  ago  Harry  Keefe  of  Keefe,  Bruyette  &  Woods  con- 
trolled what  was  then  the  largest  block  of  Security's  stock. 
Then  he  looked  at  the  back  of  the  call  for  Royal  National 


Bank  (a  bank  Security  eventually  merged  with)  and  lost 
little  time  selling  his  stock  to  another  bank  stock  analyst. 

Great  stuff,  the  call  report— if  you  can  get  it. 

You  don't  need  a  call  report  to  tell  you  that  required 
loan-loss  reserves  may  be  inadequate  for  most  banks. 

Just  read  through  this  and  recent  issues  of  Forbes  for 
graphic  accounts  of  how  shaky  billions  in  loans  now  look. 
And  that's  the  trouble  with  bank  loan  reserves.  They  are 
based  on  "average"  losses,  but  when  they  are  really  needed, 
losses  are  usually  far  above  average.  Loan  losses  have  been 
accelerating  sharply  in  recent  months,  and  worse  may 
be  yet  to  come.  For  example,  as  against  that  1.8%  of  loan 
portfolios  the  IRS  allows,  or  the  0.25%  that  many  banks  de- 
ducted from  earnings  in  1973,  Security  National's  losses 
ran  perhaps  as  high  as  6%  of  its  loan  portfolio.  Security 
National  was  an  extreme  case,  of  course,  but  it  is  very 
far  from  being  the  only  bank  to  have  been  caught  with 
too  many  real  estate  loans. 

Remember  this,  too:  "Average"  experience  covers  a  pe- 
riod when  banks  were  more  conservative  than  they  are 
now.  The  average  experience  simply  does  not  cover  some 
of  the  go-go  lending  that  became  fashionable.  A  study 
by  Keefe,  Bruyette  &  Woods  indicates  that  during  1969- 
1973  loan  losses  as  a  percent  of  loans  outstanding  dou- 
bled, while  the  reserves  set  up  for  sour  loans  have  de- 
clined sharply.  For  example,  Chase  Manhattan's  net  loan 
losses  increased  by  95%  from  1972  to  1973.  But  the  val- 
uation portion  of  its  reserves  fell  from  $209  million  to 
$195  million.  We'll  put  it  bluntly: 

Unless  business  conditions  improve— real  estate  in  par- 
ticular—the banks  will  have  to  take  losses  over  the  next 
few  years  that  are  out  of  all  proportion  to  past  experience 
and  out  of  all  proportion  to  their  required  reserves.  This 
is  not  to  say  that  the  banks  will  go  broke;  merely  that 
their  earnings  may  well  come  under  pressure  and  their 
retained  earnings  accounts  may  drop  considerably. 

There's  no  getting  away  from  it:  Bank  financial  state- 
ments are  inadequate  in  terms  of  disclosure  and  seriously 
misleading  as  well.  Some  improvement  is  in  the  wind,  to 
be  sure.  In  a  letter  to  the  SEC  dated  Dec.  4,  1974,  the 
IRS  appears  to  be  willing  to  grant  banks  their  full  loan- 
loss  reserve  tax  break  even  if  banks  use  proper  accounting 
for  that  reserve  in  their  shareholder  reports.  SEC  Chief 
Accountant  Sandy  Burton  in  another  recent  release  urged 
banks  to  "furnish  in  the  balance  sheets  or  notes  thereto 
an  additional  analysis  of  loan  categories"— similar  to  the 
breakdown  in  call  reports.  And  last  October  Congress 
passed  an  act  tentatively  requiring  bank  regulators  to  fol- 
low SEC  disclosure  rules— unless  the  regulators  can  come 
up  with  a  good  reason  not  to.  The  regulators  have  until 
the  end  of  this  month  to  find  that  reason.  And  what  about 
all  that  overseas  business?  "I  certainly  agree  that  it 
would  be  useful  to  get  some  breakdown  of  international 
loan  portfolios,"  concedes  Burton  of  the  SEC.  But  how 
soon  that  will  happen  is  anyone's  guess. 

For  as  long  as  they've  been  in  existence,  banks  have 
fought  increased  disclosure  with  the  old  saw  that  theirs  is 
a  business  of  faith.  Maybe  so.  But  if  there  had  been 
more  disclosure  and  less  secrecy,  the  credit  situation  might 
not  have  gotten  so  far  out  of  hand.  There  might  have 
been  less  risky  real  estate  lending,  less  financing  of  col 
porate  takeovers,  fewer  go-go  loans  overseas.  Man)  <>|  tin- 
bankers  were  eager  to  prove  to  investors  that  they  were 
a  brand-new  breed.  They  might  have  been  a  bit  less 
eager  had  they  been  required  to  show  how  far  out  the) 
were  going  on  a  limb.  ■ 
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The  Milkers  Get  Milked 

For  a  while,  the  fire  &  casualty  companies  were 
great  cash  cows  for  their  acquirers.  But  no  longer. 


It  looked  smart  in  the  late  Sixties 
when  Henry  Singleton,  the  opinion- 
ated boss  of  Teledyne,  Inc.,  bought 
a  brace  of  insurance  companies  (Ar- 
gonaut and  Unicoa).  But  as  The  Wall 
Street  Journal  noted  last  month,  Ar- 
gonaut is  staggering  under  mounting 
underwriting  losses  and  shrinkage  in 
its  capital  surplus. 

Teledyne  isn't  alone.  Many  U.S. 
corporations  eagerly  bought  up  fire  & 
casualty  companies  in  the  Sixties.  "It's 
a  good  business,"  they  said.  But  the 
conglomerates  had  other  reasons. 
They  could  use  the  large  underwrit- 
ing losses  as  tax  credits,  and  they 
could  get  their  hands  on  the  hefty 
surpluses  resulting  from  a  rising  mar- 
ket. Over  $2.5  billion  in  capital,  fig- 
ured insurance  analyst  A.M.  Best  & 
Co.,  was  upstreamed  by  parent  com- 
panies from  insurance  subsidiaries  be- 
tween 1969  and  1973. 

The  list  was  long:  City  Investing 
(Home  Insurance),  Avco  (Paul  Re- 
vere), Saul  Steinberg's  Leasco  (which 
bought  Reliance  Insurance,  changing 


its  own  name  to  Reliance  Group). 
Wyly  Corp.  acquired  Gulf  Insurance. 
International  Telephone  &  Telegraph 
was  so  keen  to  stay  in  the  business 
that  it  agreed  to  divest  some  holdings 
(including  Avis  and  Levitt)  to  keep 
Hartford  Fire  Insurance.  American  Ex- 
press and  Textron  got  into  the  act. 

Alarmed  at  the  takeover  threat, 
many  large  insurance  companies  set 
up  holding  companies  and  proceeded 
to  upstream  "excess  surplus"  to  their 
new  parents.  New  York's  Continental 
Corp.  upstreamed  $286  million, 
INA  Corp.  $270  million  in  1969. 
CNA  Corp.  moved  $200  million  over 
five  years. 

Even  with  their  capital  thus  di- 
minished, the  insurance  companies 
felt  emboldened  to  write  huge  gobs  of 
new  insurance.  In  a  business  where 
conservative  management  tries  to  keep 
50  cents  in  surplus  per  dollar  of  pre- 
miums written— a  2-to-l  ratio— aver- 
age ratios  gradually  approached  3-to- 
1.  St.  Paul  Fire  &  Marine  went  as  high 
as  6-to-l. 


Then  everything  went  wrong.  Port- 
folio losses  rose.  There  were  big  un- 
derwriting losses  as  inflation  swelled 
claims  and  price  competition  kept 
premiums  low.  By  year's  end  the  F&C 
industry  had  lost  a  frightening  $2.1 
billion  after  dividends  to  property 
holders,  its  largest  loss  in  history. 

So  now  the  capital  flows  the  other 
way,  back  to  the  insurance  subsid- 
iaries. ITT  has  put  $90  million  in 
not-so-liquid  bonds  into  Hartford. 
City  Investing  had  to  bolster  Home 
Insurance  with  the  stock  of  its  Ster- 
ling Forest  real  estate  subsidiary. 
CNA  avoided  collapse  with  the  aid  of 
a  cash  infusion  from  Loews  Corp., 
which  thereby  gained  control. 

To  help  offset  accumulated  losses, 
and  also  to  stem  further  portfolio 
erosion  in  last  year's  disastrous  mar- 
ket, many  companies  sold  stocks  heav- 
ily. Why?  The  sales,  though  at  a  loss, 
yielded  tax  credits  that  could  go  at 
once  into  their  depleted  surpluses. 
Two  big  sellers  were  St.  Paul  Cos. 
($162  million)  and  Boston's  Commer- 
cial Union  ($120  million). 

A.M.  Best  estimates  that  $400  mil- 
lion has  already  gone  home  to  the 
casualty  companies  from  their  par- 
ents. With  the  market  rallying,  that  in- 
put may  be  all  that's  necessary.  But 
it's  a  good-sized  "maybe."  ■ 


PLANNED  GROWTH  CONTINUES 


3  MONTHS  ENDED  DEC.  31*       1974        1973 


12  MONTHS  ENDED  DEC.  31*     1974        1973 


NET  SALES  (Millions) 
NET  INCOME  (Millions) 

primary  Earnings 
per  share 


$289.1    $248.1 
17.0  7.4 

$3.35      $1.43* 


NET  SALES  (Millions) 

NET  INCOME  (Millions) 

PRIMARY  EARNINGS 
PER  SHARE 


$1,144.0    $947.1 
56.1         20.6 

11.05t    $3.93t 


*Unaudited.  (Adjusted  for  2%  stock 
dividend  paid  February,  1974. 
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Jacob  Bronowski  in  his  study  at  La  Jolla, 


'TV  IS  NOT 
A LANTERN 
LECTURE- 
IT  IS 
ACONVERSATION' 

In  his  last  interview,  a  great 
scientist  and  humanitarian  tells 
how  he  used  television  to 
explain  The  Ascent  of  Man' 


A  small,  gnomelike,  joyfully  intense  man  with 
a  head  that  seems,  perhaps  appropriately, 
too  large  for  his  body  stands  in  a  vast  tree- 
less wasteland  peering  into  the  lens  of  a 
color  camera. 

"If  I  were  telling  the  story  of  Genesis  now,  I 
should  be  standing  in  the  Garden  of  Eden. 
But  this  is  manifestly  not  the  Garden  of 
Eden,"  he  is  saying  excitedly,  cradling  the 
encrusted  skull  of  a  child,  the  so-called 
Taung  baby,  thought  to  be  over  2,000,000 
years  old.  "I  am  at  the  navel  of  the  world,  at 
the  birthplace  of  man.  ...  In  a  parched 
African  landscape  like  this,  man  first  put  his 
foot  to  the  ground  and  walked  upright." 

Thus  begins  The  Ascent  of  Man,  the  long- 
delayed  13-part  BBC  series  that  does  for 
science  what  Kenneth  Clark's  Civilisation 
did  for  art.  Its  goal,  its  creator  tells  us  early 
on,  is  to  demonstrate  "the  uniqueness"  of 
man,  the  only  animal  with  an  imagination:  to 
illuminate   his  discoveries   by   placing   the 
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viewer  "at  the  elbow  of  the  discoverer"  and 
to  share  with  him  the  fierce  elation— and 
sometimes  agony— that  accompanies  man's 
endless  quest  to  know  himself  and  his  en- 
vironment. 

Who  was  the  man  with  this  extraordinary 
vision,  and  how  did  he  happen  to  make  The 
Ascent  of  Man'?  He  was  a  physical  scientist 
(one  of  many  like  him)  who,  after  having  seen 
for  himself  and  written  a  report  of  the  effects 
of  the  atom  bombs  at  Hiroshima  and 
Nagasaki,  had  out  of  conscience  switched  to 
the  life  sciences.  That  is  how  the  Polish- 
born,  British-educated  mathematician- 
turned-biologist-poet  Jacob  Bronowski  — 
Bruno  to  his  friends  — happened  to  come  to 
the  Salk  Institute  in  La  Jolla,  Cat.,  in  1964  to 
head  its  Council  for  Biology  in  Human 
Affairs.  As  he  was  later  to  write:  "From  that 
time  my  ambition  had  been  to  create  a 
philosophy  which  shall  be  all  of  a  piece." 

The  Ascent  of  Man,  seen  by  millions  in 


England  and,  starting  this  week  on  PE  i 
millions  more  in  the  U.S.,  became  one  imp<  t: 
tant  step  in  that  direction. 

I  interviewed  Bruno  Bronowski  in  July,  ji 
a  few  weeks  before  his  death  from  a  he 
attack.  Our  meeting  place  was  his  home 
La  Jolla,  a  house  notable  for  its  view  of  t  I: 
Pacific   and    for    its   modern    painting    ai|fc 
sculpture,  some  of  it  the  work  of  his  wi 
He  recalled  with  amusement  how  he  hi 
nearly  turned  down  the  offer  of  the  BBC,  f 
which  he  had  done  programs  since  the  la 
'40s,  to  make  The  Ascent  of  Man. 

"It  was  Aubrey  Singer,  now  director  of  tl^<: 
BBC's  second  — the  so-called  culture 
channel,  who  first  broached  the  idea  to 
in  1967,"  he  was  saying.  "He  was  plannir  s 
'something  on  art  with  Kenneth  Clark,' 
remember  his  saying.  He  wanted  me  to  cf* 
the  same  'something,'  but  paying  more  at- 
tention to  science. 

"Naturally  I  said  no.  People  say  thesfr* 


ngs,  and  I  didn't  take  it  seriously.  There 
;  matter  lay  until  1968,  when  he  offered  to 
ow  me  two  roughcuts  of  Civilisation.  I  was 
inned.  I  had  no  idea  they  were  on  such  a 
iuIous  scale.  My  attitude  underwent  a 
ange.  They  assigned  Adrian  Malone  to 
>duce.  We'd  worked  together  before  on 
i  Leonardo  show  and  one  about  William 
ike,  the  poet.  But  I  still  had  trouble 
ualizing  it. 

'Then  one  day  in  1969  someone  at  the 
C  happened  to  remark  that  'Science 
esn't  turn  the  kids  on.'  I  knew  right  then  I 
s  going  to  do  this  program.  As  I  began  to 
nk  about  it,  there  was  no  doubt  what  Its 
m  should  be.  The  programs  had  to  be 
ually  beautiful  and  dramatically  exciting 
ough  to  turn  everybody  on.  So  a  very  large 
dy  of  people  was  committed  for  three 
ars." 

f  Bronowski  had  at  first  seemed  doubtful 

out  television,  it  was  only  because  of  the 

nal  use  being  made  of  the  medium.  "It  is 

if  the  printing  press  had  been  used  ex- 

isively  to  print  comic  strips." 

\s  the  work  progressed  and  his  involve- 

nt  became  more  intense,  he  reached  cer- 

n  conclusions.  "TV  is  not  a  lantern  lec- 

e— it  is  a  conversation,"  he  decided.  "A 

id  of  fireside  chat,  if  you  will.  In  the  sense 

a  script,  none  existed.  If  you  want  to 

gage  people  you  must  do  so  on  a  personal 

el.  That  means  improvising  and  feeling 

t  on  the  spot.  I  call  it  the  medium  of  pres- 

ce.  Now  obviously  the  camera  can't  be 

sent   when   the  great  discoveries  are 

de.  But  we  can  take  the  viewer  with  us 

lie  we  come  upon  the  place  where  it  all 

opened  and  re-create  the  aura." 

-'or  this  purpose  he  takes  us  not  only  to 

e  navel  of  the  world"  (the  Omo  Valley)  but 

[such  widely  diverse  places  as  the  Canyon 

Chelly  in  Arizona,  the  Machu  Picchu  in 

ru,  Auschwitz,  Hiroshima,  Easter  Island, 

icho,    Newton's    London    and   Galileo's 

nice.  "I  call  it  a  bjcultural  history  empha- 

ing  man's  two  abilities— the  scientific, 

Je  by  side  with  the  poetic.  TV  is  perfect  for 

k" 

inowski  said  that  The  Ascent  of  Man  is  in- 
ded  to  be  a  celebration  of  those  "turning 
ints"  that  occur  in  every  age,  new  ways  of 
3ing  and  asserting  the  coherence  of  the 
rid. 


Notably  missing  is  any  reference  to  psy- 
chology or,  even  more  surprising,  to  space 
travel.  "No,  I  don't  deal  with  either  of  them," 
he  told  me.  "I  must  do  what  I  can  to  convey 
my  own  sense  of  human  innovation.  There 
is  nothing  in  the  space  program  that  hadn't 
already  been  said  by  Isaac  Newton.  It's 
not  that  kind  of  achievement.  Astronauts 
are  mere  mechanics.  And  there  is  nothing 
more  there  than  a  superb  conjunction  of 
talents." 

The  Galileo  show  (the  sixth  of  the  series) 
is  much  more  to  the  point  as  far  as 
Bronowski  is  concerned.  And  it  is  perhaps 
the  most  dramatic  of  the  13  shows:  "I  sit  in 
the  chair  in  which  Galileo  was  tried.  How  bet- 
ter to  dramatize  the  scientific  revolution?" 
The  scientist  as  hero?  "No,"  corrected  Bro- 
nowski, "the  independent  mind  as  hero." 

Organizing  the  series  was  no  easy  task. 
Particularly  when  people  tend  to  have  pre- 
conceived notions  about  what  science  is.  "If 
you  can  imagine,"  Bronowski  said,  "sitting 
down  with  20  or  30  people  in  London  and 
asking  yourself,  What  are  we  going  to  do 
other  than  make  pretty  pictures? 

"My  answer  was  that  science  is  not  about 
laboratories.  It  is  about  nature  and  natural 
forces,  an  attempt  to  read  the  riddle  of 
nature.  If  that  is  the  case— and  it  is— then  it 
must  play  in  the  natural  setting.  That  means 
a  series  of  decisions,  trying  to  be  in  the  right 
place  at  the  right  time.  To  me  every  civiliza- 
tion comes  alive  when  you  ask  how  and  what 
did  they  think  about  the  world,  and  why. 

"One  thing  especially  had  helped  shape 
the  show.  My  work  at  Salk  Institute  had 
focused  on  those  individual  ways  of  man 
that  he  doesn't  share  with  other  animals. 
That  preoccupation  had  become  dominant 
by  1 969.  Particularly  in  regard  to  inventive- 
ness as  already  manifest  in  the  earliest 
civilizations— fire,  the  wheel,  and  so  on. 

"And,  of  course,  the  really  nagging  ques- 
tions: Who  invented  the  shoelace?  The  but- 
ton? Could  I  have  invented  the  tying  of  a 
knot? "These  marvelous  inventions  are  not 
made  by  committee  but  by  individuals.  But 
you  will  notice  they  instantly  become  com- 
munity property.  Thus  that  incredible  genius 
who  took  a  nail  and  turned  it  into  a  screw  is 
lost  to  us  forever." 

During  the  television  season  of  1972-73  The 


Ascent  of  Man  made  Bronowski  a  celebrity 
in  England  of  a  stature  surpassed  only  by 
Lord  Clark  himself.  Shopgirls  wrote  to  tell 
him  he  had  "changed  my  life."  Why,  then,  did 
it  take  so  long  for  the  series  to  make  it  to 
America? 

It  turns  out  that  it  took  that  long  to  sell  the 
show— or,  rather,  attempt  to  sell  the  show,  to 
American  commercial  TV.  Peter  Robeck, 
then  of  Time-Life  Films,  representing  the 
property  in  this  country,  spent  a  year  of  his 
life  trying  to  bring  this  about.  "It  was  the 
most  significant  TV  series  I'd  ever  had  any- 
thing to  do  with,"  Robeck  told  me  later.  "The 
networks  simply  would  not  buy.  Why?  The 
usual  reason:  it  was  not  going  to  be  a  barn- 
burner rating-wise." 

If  Bronowski  shared  Robeck's  disappoint- 
ment at  the  commercial  networks'  rejection, 
he  did  not  let  on  during  the  morning  we  spent 
together.  He  was  happy  to  see  the  series 
surfacing  at  long  last.  The  networks'  loss 
would  be  public  television's  gain. 

He  expressed  wry  amusement  about  an 
attack  on  his  show  by  the  British  writer  and 
gadfly  Malcolm  Muggeridge.  It  seems  that 
Muggeridge  was  nonplussed  by  Bronowski's 
telescoping  of  knowledge  for  popular  con- 
sumption, and  unamused  by  everything 
"from  the  fossil  lemur  to  modern  man  goop- 
ing  at  Dr.  Bronowski  from  his  television 
screen.  Neither  God  nor  Christ  figures  in  the 
narrative,"  grumped  Muggeridge. 

"I  see  that  Muggeridge  is  still  reviewing 
Darwin's  'Descent,'"  sniffed  Bronowski, 
"and  that  was  published  in  1871." 

Bronowski  was  much  more  up-to-date 
than  that.  He  was  not  above  liking  television 
as  a  medium  and,  if  pressed,  defending  it: 
"People  say  there  is  violence  on  TV,  that  it  is 
responsible  for  real-life  crimes  of  violence. 
That's  like  holding  the  Marquis  de  Sade 
responsible  for  all  the  sex  crimes  in  England. 
To  which  the  obvious  answer  is,  who  did  the 
Marquis  de  Sade  read? 

"My  real  regret  is  that  there  is  so  little  to 
be  found  [on  TV]  to  give  a  sense  of  the 
culture  of  our  day  except  possibly  for  the 
padding  about  of  fat,  elderly  detectives.  One 
is  so  portly  he  is  confined  to  a  wheelchair. 
Man  can  be  more  involved  than  that.  Tele- 
vision should  and  must  help  him  do  this.  It  is 
as  powerful  a  source  of  information  as  the 
world  has  ever  known."© 
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Good  Timing? 


Is  the  solid-state  watch  just  a  fad?  GE  and  a  passel  of  other  giant 
corporations  are  betting  it  is  an  admission  ticket  to  a  $2-billion  market. 


Robert  Mohr  was  president  of 
Timex  Corp.'s  Multi  Products  division 
and  its  top  marketing  man  before  de- 
parting in  a  shakeup  last  December. 
In  his  New  York  hotel  suite  last 
month,  Mohr  suddenly  sat  up,  un- 
strapped a  stainless-steel  wristwatch 
with  flashing  red  digits  and  said: 

"This  watch  is  made  by  Rockwell 
International.  Rockwell  is  one  of  three 
or  four  companies  that  are  going  to 
shake  up  the  watch  industry  this  year. 
And  I  mean  shake  up." 

Rockwell  International?  The  auto 
parts  and  defense  contractor?  Rock- 
well in  the  domain  of  Rolex,  Omega, 
Bulova  and  the  like?  That's  right. 
And  not  only  Rockwell.  General  Elec- 
tric is  getting  into  the  watch  busi- 
ness, and  so  are  Zenith  Radio,  Texas 
Instruments,  Textron  and  several  oth- 
er major  companies. 

Worldwide,  watchmaking  is  a  big 
market,  a  $3.7-billion-a-year  business. 
In  the  U.S.  right  now  the  business  is 
dominated  by  two  companies:  Timex, 
which  last  year  produced  35  million, 
mostly  cheap,  watches  and  grossed 
$384  million  worldwide;  and  Bulova, 
5  million  watches  and  over  $230  mil- 
lion in  sales.  Timex  has  44%  of  the 
U.S.  market  in  units;  Bulova  13%.  The 
rest  of  the  U.S.  market  is  divided 
chiefly  among  Elgin,  Waltham  and 
16  other  companies,  none  of  which 
gets  over  3%. 

Solid-state  electronics  is  providing 
the  opening  that  GE  and  the  others 
hope  to  exploit.  There  is  only  one 
such  widely  marketed  watch  today, 
HM W  Corp.'s  Pulsar,  but  it  is  early. 


The  solid-state  watch  is  not  mere- 
ly evolutionary  as,  say,  the  self-wind- 
ing watch  or  Bulova's  Accutron  were. 
It  is  an  entirely  different  land  of  time- 
keeper. Gone  are  the  springs  and  cogs  * 
that  have  traditionally  stored  and 
transmitted  the  power  to  move  the 
hands.  In  their  place  is  a  quartz  bar 
that  vibrates  at  a  predictable  rate; 
the  energy  is  provided  by  tiny  silver 
or  mercury-oxide  batteries.  Properly 
made  and  adjusted,  the  watch  can  be 
made  accurate  to  within  a  minute  a 
year.  Press  a  button  and  the  watch 
face  shows  the  hour,  minute,  second 
—and  even  the  day  and  the  date. 

It's  the  latest  triumph  of  integrated 
circuitry,  a  technology  in  which  the 
U.S.  has  a  big  lead.  "The  Swiss  and 
Japanese  are  way  behind  U.S.  semi- 
conductor companies  in  advanced 
watchmaking  techniques,"  says  a 
Chicago  executive. 

The  solid-state  digital  watch  is  still 
a  novelty.  Only  700,000  of  them,  most- 
ly Pulsars,  were  sold  in  the  U.S.  last 
year.  At  the  moment  they  are  a  lux- 
ury item,  ranging  from  $100  to  $250. 

However,  no  one  expects  $200 
watches  to  sweep  the  market.  In  oth- 
er words,  don't  buy  now— wait.  What 
happened  with  calculators  is  a  good 
indication  of  what  may  happen  in  sol- 
id-state watches.  Early  calculators  cost 
$300  or  more;  today  they  go  for 
$19.95  or  less.  "We  will  have  a  digi- 
tal watch  below  $50  this  year  and 
below  $30  in  1978,"  says  inventor 
Henry  Boreen,  whose  Solid  State  Sci- 
entific, Inc.  is  a  partner  of  GE  in  the 
solid-state  watch  field. 


Many  watch  users  object  to  the  dig- 
ital display  feature,  regarding  it  as 
gimmicky.  Others  call  the  digitals 
heavy  and  clumsy.  But  GE,  Pul- 
sar and  others  are  working  on  slim 
ladies'  models. 

The  big  companies  can  enter  the 
watch  market  two  ways:  They  can 
get  in  as  suppliers  of  the  basic  mod- 
ules or  as  marketers  of  end-products. 
GE's  director  of  venture-capital  proj- 
ects, Walton  Storm,  says:  "The  deci- 
sion must  be  made  shortly  whether  to 
sell  modules  or  get  a  marketing  orga- 
nization." One  gambit  GE  is  consid- 
ering: a  joint  venture  with  a  major 
company  experienced  in  marketing 
through  mass  outlets— a  company  like 
Gillette,  perhaps. 

Far  and  away  the  leader  at  the 
moment  is  HMW,  a  successor  to  the 
old  Hamilton  Watch  Co.  HMW  pro- 
duces the  Pulsar  at  a  plant  in  Lan- 
caster, Pa.,  building  it  around  a  mod- 
ule it  designs  and  assembles  itself. 
The  Pulsar  success  gave  HMW  a  prof- 
it of  over  $4  million  in  1974,  vs.  a 
$2-million  loss  in  1972. 

The  new  type  watch  is  shaking  the 
existing  watchmakers.  Bulova,  the 
U.S.'  quality  manufacturer,  still  dis- 
misses solid-state  watches  as  just  a 
fad.  But  Bulova  President  Harry  B. 
Henshel  is  taking  no  chances.  He  is 
already  selling  an  electronic  digital 
watch  of  his  own  (built  around  a 
module  that  is  made  by  Hughes  Air- 
craft but  modified  by  Bulova)  and  has 
made  an  investment  in  a  small  Cali- 
fornia firm  making  integrated  circuits. 

On  the  other  hand,  Benrus,  one  of 
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Bulova's  smaller  and  less  successful 
competitors,  has  gone  all  the  way  to 
solid-state,  and  no  longer  manufac- 
tures mechanical  watches.  "At  least," 
says  Chairman  Victor  Kiam,  "this  gives 
us  another  crack  at  the  market." 

And  Timex  has  been  hurt  badly. 
Last  year  it  test-marketed  an  elec- 
tronic watch  for  $85.  But  the  watch 
performed  badly  and  the  company 
had  to  take  thousands  of  them  back. 
Unless  Timex  can  do  better,  its  posi- 
tion as  the  U.S.'  biggest  marketer  of 
watches  could  be  in  serious  jeopardy. 

The  Swiss,  with  40%  of  the  world 
market  and  the  biggest  investment  in 
traditional  watchmaking,  have  been 
reluctant  to  switch  to  digitals.  "We 
feel,"  says  Francis  Diedier,  spokesman 
for  the  Watchmakers  of  Switzerland 
Association  in  New  York,  "that  elec- 
tronic watches  aren't  good  enough  yet 
to  be  marketed  under  our  brands.  We 
hope  eventually  to  come  out  with  a 
better  type  of  watch." 

Japan's  K.  Hattori,  maker  of  Seiko 
watches,  is  marketing  a  digital  model 
in  the  Far  East,  which  it  expects  to 
bring  to  the  U.S.  early  this  spring.  On 
the  horizon:  an  electronic  watch  from 
Russia.  Russia  already  has  12%  of  the 
traditional  watch  market  in  the  West 
and  is  particularly  strong  in  Britain 
and  Canada. 

From  watches  it  is  only  a  short 
step  to  clocks,  clock-radios  and  other 
solid-state  consumer  products.  In  ap- 
pliances, General  Motors'  Frigidaire 
division  has  begun  putting  electronic 
digital  panels  on  some  stoves.  Ford 
Motor  is  looking  into  a  solid-state 
dashboard  that  includes  an  electronic 
map  reader.  And  so  on. 

"We  can  see,"  says  Donald  Atwood, 
general  manager  of  GM's  Transporta- 
tion Systems  division,  "the  day  coming 
when  digital  displays  will  tell  a  driver 
his  speed,  the  car's  temperature  and 


Profitless  Prosperity  — 

Fragmented,  easy  to  enter  and  hard 
hit  by  the  gathering  world  recession, 
the  watch  business  is  in  bad  shape. 
Timex,  after  two  decades  of  prosperi- 
ty built  on  cheap,  disposable  watches, 
is  in  the  throes  of  a  major  shakeup. 
Bob  Mohr,  for  years  Timex'  market- 
ing boss,  left  the  company  in  Decem- 
ber after  28  years,  and  so  did  founder 
Joakim  Lehmkuhl,  the  brilliant  Nor- 
wegian engineer  who  set  up  the  com- 
pany in  the  Forties.  Timex  is  now 
controlled  by  Norwegian  shipping 
magnate  Thomas  Olsen.  It  won't  say 
how  it  fared  last  year.  In  1973  its 
worldwide  sales  rose  16%,  but  earnings 
were  flat  at  around  $24  million  even 
after  a  sizable  one-time  capital  gain. 

For  the  industry  overall,  sales  re- 
main high,  but  profits  are  pinched— 
a  classic  case  of  profitless  prosperity. 

Bulova,  the  U.S.'  quality  manufac- 
turer, reported  a  32%  drop  in  profits 
in  the  nine  months  ended  Dec.  31, 
from  $5.9  million  in  1973  to  $4  mil- 
lion. Bulova's  sales  have  been  good, 
but  tight  and  expensive  money  has 
taken  a  huge  toll.  Quality  watches 
are  a  credit  business;  trade  terms  to 
jewelers  often  are  six  months  net.  Bul- 
ova's   Swiss    competitors    enjoy    what 


amounts  to  subsidized  credit  spon- 
sored by  a  government  eager  to  main- 
tain Switzerland's  exports.  Bulova  has 
no  such  advantage.  At  $12  million  last 
year,  its  interest  costs  on  short-term 
debt  exceeded  its  pretax  earnings. 

With  its  stock  in  the  dumps  (7%  re- 
cently, vs.  a  book  value  of  more  than 
$21  a  share),  Bulova  attracted  the 
attention  of  bargain-hunter  Charles 
Bluhdorn's  Gulf  &  Western  Indus- 
tries, which  now  owns  20%  of  its  3.7 
million  shares.  But  Bluhdorn's  aver- 
age price  was  $18  a  share.  "We've 
got  to  be  Bluhdorn's  worst  buy,"  says 
Bulova  President  Harry  Henshel. 

And  now  watch  technology  is 
changing.  The  smallish  conventional 
manufacturers  face  a  well-financed  on- 
slaught from  corporate  giants.  As  for 
Timex  and  Bulova,  given  their  en- 
trenched trade  positions,  nobody 
doubts  their  ability  to  survive.  Still, 
even  they'll  have  to  tread  carefully 
through  minefields  of  .expensive  mon- 
ey and  tricky  technology.  The  worst 
thing  you  could  say  about  Bulova  or 
Timex  is  that  either  would  make  a 
lovely  merger  partner  for  an  electron- 
ics manufacturer  who  wants  to  get 
into  watches. 


also  indicate  if  he's  accelerating  cor- 
rectly to  get  the  best  fuel  use." 

As  for  watches,  the  optimists  ex- 
pect solid-state  to  take  a  full  one-third 
of  the  market  by  1980.  This  would 
mean  well  over  90  million  units  a 
year  worldwide  and  a  business  worth 
$2  billion  or  more.  No  wonder  this 
fragmented,  specialized  business  at- 
' tracts  the  Rockwells,  Zeniths  and  GEs. 
For  the  retailer,  the  solid-state 
watch  means  guaranteed  follow-up 
trade.  The  batteries,  made  by  Union 


Carbide,  ESB  (Ray-O-Vac)  and  Mal- 
lory,  last  about  a  year.  Each  watch 
takes  two,  now  $5  a  pair;  so  200 
million  solid-state  watches  mean  a 
$l-billion  battery  market  yearly. 

What  happens  if  your  solid-state 
watch  breaks  down?  In  the  not-so- 
distant  future  you'll  just  walk  into 
your  nearest  watch  shop  and  get  a 
new  module.  When  that  day  comes, 
the  watch  repairman  will  probably 
go  the  way  of  the  blacksmith  and 
the  town  crier.     ■ 


\  -. 
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New  Faces.  The  space  age  came  to  watchmaking  in 
1960  with  Bulova's  tuning  fork  Accutron  (below). 
Now  even  greater  accuracy  is  claimed  for  electronic 
digitals.  They  come  in 
two  types.  One  is  the 
IED  (light-emitting  di- 
ode) like  the  Pulsar 
(far  right),  whose  dig- 
its show  when  turned 
on.  This  makes  for 
two-handed  time-tell- 
ing, which  is  why  GE, 
among  others,  is  push- 
ing the  LCD  (liquid 
crystal  display)  type 
that  reflects  available 
light.  Fine  on  sunny 
days,  not  at  night. 
Next  step:  an  LCD- 
LED  combination. 
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Faces  Behind  the  Figures 


You  Can't  Win  'Em  All 

One  day  last  month,  attorney  Floyd 
Walker  lost  $52  million.  When  a  Den- 
ver appeals  court  overturned  his  cli- 
ent's antitrust  judgment  against  In- 
ternational Business  Machines,  Wal- 
ker's legal  fee  plummeted  from  20% 
of  $259.5  million  to  20%  of  nothing. 
Walker  took  the  Telex  case  for  a  con- 
tingency fee,  and  if  he  had  won,  his 
payment  would  have  been  the  big- 
gest legal  fee  ever  paid  to  a  single 
lawyer. 

Walker  is  working  busily  on  an  ap- 
peal to  the  Supreme  Court— a  real  long 
shot.  Yet  he  doesn't  seem  too  dis- 
turbed about  the  fact  that  his  mil- 
lions seem  gone  forever.  All  hell  prob- 
ably get  for  18  months  of  12-hour-a- 
day  work  is  expenses. 

"Sure,  this  is  a  disappointment,"  says 
the  55-year-old  lawyer,  "but  after  try- 
ing cases  for  20  years,  you  learn  that 
judgments  and  fees  are  never  certain 
things." 

Walker  just  built  an  expensive  home 
outside  Tulsa,  but  he  claims  the 
thought  of  a  prospective  $52  million 


didn't  really  change  his  life.  He  says: 
"You  never  spend  it  until  you  get  it." 
And  then  adds:  "I'm  in  this  business 
because  I  like  it,  and  I  would  have 
kept  right  on  working." 

A  graduate  of  the  University  of 
Tulsa,  Walker  isn't  one  of  the  giants 
of  the  legal  profession.  Colleagues  < 
say  he's  hard-driving,  methodical— not 
the  flamboyant  country  lawyer  you 
might  expect.  His  biggest  previous 
case  was  a  $600,000  judgment  against 
International  Harvester,  won  for  an 
accident  victim. 

One  of  Walker's  major  accomplish- 
ments was  preparing  his  case  in  just 
14  months.  Then,  during  the  two- 
month  trial,  he  bested  an  army  of 
IBM  lawyers.  There  were  so  many 
of  them  that  they  moved  into  an 
apartment  building  and  staffed  their 
office  round  the  clock. 

Experts  doubt  that  the  Supreme 
Court  will  decide  to  hear  Walker's 
appeal.  If  that  is  so,  Walker  will  lose 
only  his  fee.  Telex  may  lose  a  good 
deal  more.  Telex'  suit  against  IBM 
provoked  a  countersuit,  accusing  Tel- 
ex of  stealing  trade  secrets.  IBM  won, 


Telex  Lawyer  Walker 


was  awarded  $17.5  million  and  the 
appeals  court  let  the  judgment  stand. 
Telex,  whose  working  capital  is  only 
$15.5  million,  will  really  have  to 
scrape  to  pay  the  sum. 

As  "Amos  'n'  Andy's"  old  attorney, 
Algonquin  J.  Calhoun,  would  say:  It's 
a  case  of  the  obligatee  getting  eat- 
en by  the  obligator.  ■ 


The  Perils  Off  Vepco 

"My  idea  of  reincarnation,"  says  tall,  bouncy  T.  (for 
Thomas)  Justin  Moore  Jr.,  49,  president  of  Virginia  Elec- 
tric &  Power  Co.,  "is  to  be  president  of  a  utility  from  1962 
to  1968.  But  you  need  a  nice  sense  of  timing."  Veteran 
engineer  John  M.  McGurn,  61,  Vepco's  leathery  chairman 
and  chief  executive,  puts  it  this  way:  "I  sleep  like  a  baby- 
quietly  for  the  first  hour,  then  cry  for  the  rest  of  the  night." 
Which  shows  how  times  have  changed  since  utility 
presidencies  were  considered  cushy  jobs.  After  all,  what 
did  the  boss  have  to  do  in  the  old  days?  Just  inform  the 
stockholders  every  year  that  he  had  made  more  money 
than  the  year  before.  And  inform  the  customers  that  rates 
were  coming  down— again.  Take  Vepco.  Its  earnings  went 
up  every  year  between  1951  and  1974,  and  during  most 
of  these  years  its  rates  dropped.  But  that  was  pre-OPEC, 


Moore  and  McGurn  of  Virginia  Electric 


pre-10%-plus  interest  rates,  pre-environmentalism. 

The  current  script  came  from  the  pen  of  the  guy  who 
wrote  The  Perils  of  Pauline.  Says  Vepco's  Moore:  "We 
had  a  very  close  call  last  year."  Close  indeed.  In  August 
the  big  utility  asked  for  a  22%  rate  hike  that  would  have 
yielded  it  an  average  $10  million  a  month.  But  the  Virginia 
rate  commission  sat  on  the  request  until  October  when  it 
finally  came  through,  not  with  $10  million  a  month  but 
$8  million.  It  was  too  late  to  prevent  Vepco  from  having 
a  bad  year,  with  earnings  slumping  from  $2.13  to  $1.62 
before  extraordinary  items.  But  without  the  increase,  the 
drop  would  have  been  worse.  Moore  and  McGurn  will  get 
a  further  break  from  declining  interest  rates,  which  may 
enable  the  company  again  to  raise  money  at  costs  the  cus- 
tomers are  willing  to  bear. 

The  troubles  are  not  over,  however.  Coal  and  oil  costs 
remain  high,  the  former  up  200%,  the  latter  up  300%  since 
1972.  And  construction  costs  in  Vepco's  fast-growing  area 
remain  almost  prohibitive.  Vepco's  common,  a  favorite 
once,  is  bombed  out,  selling  at  a  47%  discount  from  book 
value  and  yielding  10%. 

Is  there  no  answer?  Vepco  thinks  there  is.  Since  the 
middle  Sixties,  McGurn  has  been  emphasizing  nuclear 
power.  It  is  a  good  deal  cheaper  in  fuel  costs,  and  the 
capital-cost  differential  between  nuclear  and  fossil  fuel 
plants  is  narrowing.  Vepco  is  already  25%  nuclear— three 
times  the  national  average.  By  1977  it  hopes  to  be  50% 
nuclear— five  times  the  projected  national  average.  The 
idea  is  to  make  the  base  load— the  part  that  runs  day  and 
night— entirely  nuclear.  Fossil  fuels  will  be  used  only  for 
peak  loads.  The  result  should  be  a  big  drop  in  fuel  costs. 

It's  a  bold  gamble;  nuclear  power,  after  all,  has  plenty 
of  enemies.  But  if  it  pays  off,  Vepco  may  once  again  have 
smiling  stockholders  and  contented  customers- and  its 
bosses  may  be  sleeping  well  again.   ■ 
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The  aim  of  any  system  in  the 
maintenance  of  stockholder  records  is 
speed  and  accuracy 

Who  has  the  people  and  equipment  that 
are  right  on  target? 

Irving  Trust  Company  Where  there's  more 
to  banking  than  just  money 


Irving  Trust    A  Charter 
Company        New  York  Bank 


Number  One  Wall  Street. 


WHEREVER  IN  THE  WORLD  YOU  DO  BUSINESS 


LONG  DISTANCE  IS  THE  NEXT  BEST 
THING  TO  BEING  THERE. 


Faces  Behind  the  Figures 


A  Nose  For  Profits 

U.S.  Tobacco  is  the  International 
Business  Machines  of  snuff.  That's 
right— snuff!  You  probably  assume 
that  LIST'S  product  niche  is  about  as 
desirable  as  a  near-monopoly  in  used 
buggy  whips.  But  look  at  the  record. 

Last  year  UST  netted  $13.6  mil- 
lion on  revenues  of  $126  million.  Sales 
of  its  moist  snuffs— Copenhagen,  Hap- 
py Days  and  Skoal— are  half  of  the 
company's  business.  Their  use  is  grow- 
ing 5%  annually,  almost  twice  as  fast 
as  cigarette  consumption.  (Demand 
for  dry  snuffs,  made  primarily  by 
Conwood  Corp.  and  Helme  Products, 
is  steadily  dropping. ) 

UST  has  operating  margins  of  24% 
—higher  than  any  other  tobacco  com- 
pany and  roughly  twice  that  of  Phil- 
ip Morris,  Wall  Street's  premier  cig- 
arette stock.  What's  more,  UST  has 
raised  its  dividends  45%  in  the  past 
two  years. 

Surprised?  Well,  to  tell  the  truth, 
so  are  UST's  own  executives.  "When 
we  started  to  diversify,"  explains 
President    Louis    Bantle,    "there    was 


Bantle  of  U.S.  Tobacco 


the  feeling  that  someday  there  just 
isn't  going  to  be  any  snuff  used  in 
this  country."  Thus,  UST  (which  was 
formed  when  Teddy  Roosevelt  broke 
up  the  tobacco  trust  in  1911)  now 
markets  a  variety  of  related  products, 
including  Borkum  Riff  pipe  tobacco 
and  Dr.  Grabow  pipes,  as  well  as  pet 
foods,  writing  instruments  and  Wash- 
ington State  wines. 

Savvy  marketing  helped  UST  to 
sniff  at  the  general  snuff  downtrend. 
UST's  pitch— with  TV  spots  featuring 
football  and  rodeo  star  Walt  Garri- 
son—is aimed  mostly  at  blue-collar 
workers  who  can't  smoke  on  the  job. 
Bantle  claims  a  growing  base  of 
some  6.5  million  steady  users.  He  feels 
their  low-cost  (20-cent-a-day)  habit, 
coupled  with  the  company's  20%  debt- 
to-equity  ratio,  makes  UST  virtually 
recession-proof. 

However,  the  appeal  of  snuff  clear- 
ly isn't  universal.  Bande— along  with 
most  UST  executives— keeps  a  brass 
spittoon  in  his  posh  Connecticut  of- 
fice. But  he  prefers  puffing  Kools  to 
a  pinch  of  Skoal.  "It  makes  me  sicker 
than  a  dog,"  he  confides.  ■ 


All's  Well 
That  Ends  Well 

Not  all  small  conglomerates  come 
to  a  bad  end.  There  is  Clarence  J. 
Woodard's  Rucker  Co.  In  the  early 
Sixties,  when  conglomeration  was  the 
in  thing/  Woodard  took  public  his 
$ll-million-revenues  Oakland,  Calif, 
technology  company.  He  then  used  its 
high-flying  stock  to  make  26  different 
acquisitions  in  such  fields  as  farm  irri- 
gation, data  processing  and  aircraft 
flight  controls.  But  by  1970  the 
hodgepodge  was  in  the  red,  and  its 
stock  had  collapsed  from  66  to  4. 

But  Rucker  didn't  bite  the  dust. 
Woodard,  51,  an  engineer  by  train- 
ing, realized,  that  there  still  was  a 
solid  core  to"  Rucker  Co.,  the  petro- 
leum drilling  and  service  operation 
that  grew  out  of  the  original  aero- 
space business.  He  realized,  too,  some 
of  the  acquisitions  were  mistakes,  but 
not  irreversible  ones.  Out  the  win- 
dow went  the  unprofitable  ones.  By 
1972  Rucker  was  barely  half  its  1969 
size  and  the  losses  had  wiped  out  most 
of  its  net  worth,  which  dropped  from 
$22.5  million  all  the  way  down  to 
about  $3  million.  Rucker  was  barely 
solvent. 

Meanwhile,  however,  Woodard's 
engineers  had  devised  innovations  for 


the  specialized  rigs  used  for  offshore 
drilling  operations.  They  developed 
improved  devices  to  contain  deep-sea 
well  blowouts  and  equipment  to  com- 
pensate for  the  rise  and  fall  of  ocean 


Woodard  of  Rucker  Co. 


swells.  With  operating  costs  of  semi- 
submersible  rigs  running  up  to 
$45,000  a  day,  this  drilling  gear  of- 
fered protection  against  expensive 
downtime.  A  single  seagoing  vessel 
can  carry  up  to  $2.3  million  in  Rucker 
equipment. 

With  "easy"  oil  no  longer  plentiful 
and  offshore  exploration  accelerating, 
Rucker  has  a  healthy  piece  of  a  boom- 
ing market.  Some  100  floating  vessels 
are  planned  for  construction  between 
1975  and  1978,  and  Woodard  thinks 
Rucker  can  supply  items  for  most  of 
them.  "Our  backlog,"  he  says,  "stands 
at  $90  million"— nearly  a  year's  sales 
at  the  current  rate. 

With  a  big  bulge  last  year,  Rucker's 
revenues  surged  past  the  old  mark 
established  when  it  wus  a  conglom- 
erate, and  its  earnings,  at  about  $2  a 
share,  will  be  a  record.  Things  were 
looking  so  good  that  Rucker  last  May 
was  able  to  sell  300,000  shares  of  new 
stock  to  the  public,  raising  some  $2.3 
million  for  the  company  and  rebuild- 
ing its  net  worth,  which  had  become 
dissipated  in  the  conglomeration  and 
divestiture.  What  is  even  more  re- 
markable in  this  stock  market,  the 
stock  recently  sold  at  around  15,  up  a 
solid  66%  from  the  offering  price. 

Rucker  is  now  a  healthy  company 
that  planned  its  way  back  from  the 
brink.  ■ 
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Faces  Behind  the  Figures 


Don't  Blame 
The  Sheiks! 

"It  gives  me  almost  the  creeps!"  says 
Gottfried  Haberler,  in  an  Austrian  ac- 
cent scarcely  softened  by  35  years  of 
teaching  economics  at  Harvard.  "If 
taxes  are  now  reduced  by  $30  bil- 
lion, we  get  a  budget  deficit  of  $50 
billion  or  more.  That  frightens  me." 

For  a  moment  the  74-year-old 
economist  looks  thoughtfully  out  the 
window  of  his  office  at  the  American 
Enterprise  Institute  in  Washington, 
D.C.  "If  you  now  stimulate  too  much, 
you  certainly  bring  unemployment 
down  a  little  bit.  But  in  a  year  or 
so  we  will  have  15%  inflation,  or,  like 
the  British  and  the  Italians,  20%  infla- 
tion. And  trying  to  stop  20%  inflation 
next  year  will  be  harder  than  trying 
to  stop  10%  inflation  now." 

Haberler  has  little  patience  tor 
those  who  blame  the  inflation  rate 
on  oil.  "Just  look  at  the  figures,"  he 
says  sternly.  "The  additional  amount 
the  industrialized  countries  have  to 
pay  the  Arabs  over  what  they  paid  in 
1973  is  about  2%  of  their  combined 


Haberler  of 

American  Enterprise  Institute 

gross  national  product.  Half  a  year's 
normal  growth!  This  is  not  an  intol- 
erable burden.  Every  year,  for  the 
last  three  or  four  years,  our  govern- 
ment spending  on  goods  and  services 
has  risen  by  that  much!  I  would  say 
not  more  than  two  or  three  percent- 
age points  of  our  current  inflation  rate 
is  directly  due  to  outside  factors  like 
oil  prices,  Russian  wheat  sales  and 
disappearing  Peruvian  anchovies— 
which  have  returned,  by  the  way. 


"What  caused  our  inflation?  Three 
things:  The  war  in  Vietnam.  Presi- 
dent Johnson's  Great  Society.  And  the 
tax  cut." 

The  best  solution,  Haberler  feels, 
is  a  painful  but  short  depression  like 
that  of  1920  (Forbes,  Oct.  1,  1974), 
when  wages  fell  very  sharply.  "But 
that  doesn't  happen  any  more  because 
of  the  unions,"  he  says.  "The  advo- 
cates of  wage  and  price  controls  in 
Congress  realize  this.  I'm  much  afraid 
we'll  see  a  return  of  controls.  They 
won't  work,  of  course.  Everyone 
knows  how  to  evade  them.  Already 
you  see  the  advance  effects.  Many 
prices  would  come  down  now,  but 
people  are  afraid  controls  will  be  im- 
posed and  don't  want  to  get  caught. 

"Look  at  Germany,"  he  goes  on. 
"The  country  that  has  done  the  best 
job  of  controlling  inflation.  Absolute- 
ly no  controls.  The  difference  is  Ger- 
man labor  has  the  memory  of  two 
disastrous  inflations,  and  they  know 
if  they  ask  too  much  the  export  mar- 
ket—25%  of  their  GNP— goes  down. 
So  they  are  more  reasonable." 

He  shakes  his  head  sadly.  The  an- 
swer is  so  simple— and  so  impossible.  ■ 


Encore!  Encore! 

George  A.  Strichman's  chief  prob- 
lem these  days  is:  What  does  he  do 
for  an  encore?  Last  year,  his  steel-and- 
capital-goods  conglomerate,  Colt  In- 
dustries, earned  more  money  than  it 
had  in  the  five  preceding  years  put 
together— and  several  of  those  had 
been  pretty  good  years.  On  sales  of 
$1.1  billion,  Colt  reported  earnings  of 
$10.95  a  share— an  outstanding  return, 

Strichman  of  Colt  Industries 


considering  that  stockholders'  equity 
was  only  $24.65  a  share  at  the  be- 
ginning of  the  year. 

Of  course,  nearly  everybody  who 
made  steel  and  capital  goods  did  well 
last  year,  but  few  if  anybody  earned 
44%  on  stockholders'  equity. 

The  biggest  thing  that  Strichman 
had  going  for  him  was  his  big  Cru- 
cible specialty-steel  division,  over  50% 
of  sales.  The  specialty  steel  got  into 
high  gear  last  year  with  its  product  in 
huge  demand,  price  controls  off  for 
most  of  the  year  and  foreign  imports 
at  a  much  lower  level  than  before. 
Also  doing  well  were  Colt's  Trent 
Tube,  Pratt  &  Whitney  machine  tools 
and  Fairbanks  Morse  diesel-engines 
divisions. 

But  what  about  1975?  Obvious- 
ly, there  is  no  way  Strichman  and 
President  David  Margolis  can  match 
1974.  For  one  thing,  Crucible  made 
so  much  money  in  1974  that  its 
stockholders'  equity  is  way  up— which 
means  that  even  if  earnings  remain 
high,  return  on  equity  will  drop.  But 
this  is  a  high-class  worry.  More  trou- 
blesome to  Strichman  and  Margolis 
are  the  auto  slump  and  the  first  signs 
of  a  new  influx  of  foreign  stainless 
steel  into  the  U.S.  The  auto  slump 
hurts,  because  Colt's  Holley  Carbure- 
tor division  is  big  in  original  equip- 


ment for  Detroit.  Also  worrisome:  the 
continuing  housing  slump,  which 
hurts  the  distribution  transformer 
business,  plus  the  prospects  that  to- 
day's high  machine-tool  backlogs  will 
erode  if  the  recession  deepens. 

But  that  doesn't  mean  Colt  isn't 
going  to  do  well.  "Analysts,"  says 
Strichman,  "are  talking  about  $9  a 
share  for  1975."  Strichman  doesn't 
quarrel  with  their  forecasts.  The  steel 
industry  is  holding  up  better  than 
most,  and  Colt's  Trent  Tube  division 
is  already  booked  solid  for  the  year; 
Trent  makes  stainless-steel  pipe  for  the 
natural  gas  and  petroleum  industries 

The  thing  to  watch  will  be  steel. 
Eugene  March,  Crucible's  specialty- - 
steel  group  vice  president,  is  looking 
for  a  decline  of  anywhere  from  5% 
to  15%.  If  the  decline  is  on  the  high 
end,  Colt  may  not  hit  that  $9;  if  it 
is  on  the  low  side,  it  should  make  il 
quite  easily. 

And  $9  a  share,  on  a  stock  with  hook 
value  of  around   $35,   is   nothing   to 
sneer  at.  Not  considering  the  ups  and 
downs  that  have  afflicted  Colt  in  tin 
decade  since  Strichman,  58,  and  Mai 
golis,  45,  left  International  Tolephone 
&  Telegraph  to  take  over  Coll    Saya 
Strichman,  happily:   "We're  just  gel 
ting  around  to  getting  the  place  re* 
sonably  fixed  up."  ■ 
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Opera  In  The  Black 


Adler  of  San  Francisco  Opera 


Opera  is  for  the  few  and  it's  always 
in  the  red,  right?  Wrong,  proves  Vien- 
na-born Kurt  Herbert  Adler,  maestro 
of  the  thriving  San  Francisco  Opera. 
At  a  time  when  New  York's  Metro- 
politan Opera  faces  a  $9-million  def- 
icit, its  western  counterpart  is  in  the 
black  for  the  third  straight  year. 

"Opera  can't  survive  as  an  art  form 
for  the  establishment,"  says  Adler,  a 
bouncy  69.  "The  establishment  can 
no  longer  afford  to  finance  it  alone." 

So  Adler  has  literally  taken  his 
opera  to  the  people.  One  or  another 
of  the  three  subsidiary  companies  Ad- 
ler sponsors  performs  regularly  in  the 
streets  of  such  disparate  neighbor- 
hoods as  Haight-Ashbury,  the  Tender- 
loin and  Maiden  Lane.  Joan  Suther- 
land sang  in  Union  Square.  The  Brown 
Bag  Opera  Co.  visits  corporations  to 
perform  in  employee  lunchrooms  at 
noon.  Come  spring,  Adler  takes  over 
a  downtown  theater  to  present  operas 
in  English,  with  ads  that  promise 
"the  lusty  splendor  of  a  Turkish 
palace"  and  "passionate  conflicts  of 
human  love  and  betrayal." 

The  result,  when  the  fall  season 
opens  at  the  War  Memorial  Opera 
House,  is  standing  room  only.  At- 
tendance has  been  over  100%  for  the 
last  three  years— standing  room  only 
at  most  performances.  San  Francisco's 
Opera  earns  a  higher  percentage  of 
its  budget  at  the  box  office-62%- 
than  any  other  major  company  in  the 
world.  The  average  for  comparable 
U.S.   opera  companies  is  50.8%.   San 


Francisco  reportedly  has  the  second- 
largest  opera  attendance  in  the  U.S. 
after  New  York. 

As  for  the  other  38%  of  his  budget, 
Adler  has  had  the  leverage  of  a  $1- 
million,  four-year  Ford  Foundation 
grant  to  spur  contributions  from  the 
corporate  rich  and  socially  prominent. 
The  Foundation  hands  out  working 
capital  for  each  upcoming  year— if 
local  sources  have  replaced  the  previ- 
ous year's  grant  and  kept  the  compa- 
ny solvent. 

Adler  concedes  he  operates  his  com- 
pany with  "extreme  stinginess."  Stage- 
hands, for  example,  must  record  on 
their  time  cards  what  opera  they're 
working  on  each  hour.  "If  I  see  a 
Bohdme  when  we're  not  doing  Bo- 
heme,"  he  says,  "back  it  goes."  He 
refuses  to  invest  lavishly  in  sets  for  a 
new  production. 

Because  of  its  abbreviated  formal 
season  (the  company  must  vacate  on 
Dec.  1  the  house  it  shares  with  the 
symphony),  the  Opera  keeps  a  full 
orchestra  on  payroll  only  three 
months.  The  spin-off  companies  hire 
musicians  on  a  more  casual  basis. 

Adler  began  his  study  of  music 
with  the  theory  of  Arnold  Schonberg 
at  age  6.  He  conducted  opera  in  Ger- 
many and  Italy  before  coming  to  the 
U.S.  in  1938.  He  took  over  the  San 
Francisco  company  in  1954,  after 
his  predecessor  died  in  the  middle  of 
conducting  Madame  Butterfly.  Adler 
has  proved  himself  as  adept  with  a 
balance  sheet  as  with  a  baton.  ■ 


Get  Going,  Fellows 

Barry  Bosworth,  a  highly  respect- 
ed Brookings  Institution  economist 
now  teaching  at  Berkeley,  has  a  mes- 
sage for  corporate  executives.  It  is 
that  they  are  picking  the  wrong  time 
to  cut  back  on  capital  spending. 

"Companies  are  getting  all  the 
wrong  signals  right  now,"  he  com- 
plains. "They  should  be  using  this 
slack  period  to  reinvest,  not  to  cut 
back  on  capital  spending.  The  paper 
industry  was  suffering  from  capacity 
shortages  in  the  early  Seventies.  As 
soon  as  demand  climbs  again,  it  will 
be  the  same  story  all  over  again— not 
enough  paper  to  go  around." 

The  shortages  and  soaring  prices 
of  the  early  Seventies  were  at  least 
partly  caused  by  business'  timidity  in 
expanding  in  the  late  Sixties,  he  says. 

Bosworth,  a  slim  man  of  32  who 
studied  at  the  University  of  Michi- 
gan, does  not  blame  the  entire  infla- 


tion on  lack  of  capital  spending.  The 
quadrupling  of  energy  prices  played 
a  major  role.  So  did  weather  condi- 
tions, which  reduced  harvests  and 
produced  a  world  food  shortage.  But 
many  of  the  other  shortages  could 
have  been  avoided  if  business  had 
built  more  capacity— and  if  the  Gov- 
ernment had  created  conditions  favor- 
ing capital  investment. 

On  the  other  side  of  the  current 
slump,  Bosworth  sees  a  recovery,  but 
a  recovery  with  a  difference.  "The 
shift  in  prices  of  goods  and  services  re- 
lated to  their  energy  needs  is  going  to 
lead  to  faster  expansion  in  certain  in- 
dustries." He  cites  railroads  as  an  ex- 
ample. By  the  same  token,  some  in- 
dustries—like the  fuel-intensive  truck- 
ing industry— will  be  slowed  down. 

But,  says  Bosworth,  if  you  are  in 
the  right  industry  and  if  you  have 
the  money  and  the  courage,  the  time 
to  expand  is  now.  Not  when  business 
picks  up.  Bight  now.   ■ 


Economist  Bosworth 
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The  people  who  brought  you 
Deutschemarks,  Francs,  Pounds, 
Dollars,  Pesos,  Guilders  and  Yen, 


Gold  is  international  money.  We  are  the  international 
money  market.  We  have  been  preparing  for  gold  fu- 
tures trading  for  a  number  of  years.  It  has  not  been  in 
vain.  We  are  now  the  volume  leader  among  all  ex- 
changes offering  gold  futures  contracts. 

The  International  Monetary  Market  has  proved  itself 
to  be  the  most  liquid  gold  futures  market  in  the  world. 
Greater  liquidity  is  the  customer's  best  assurance  of 
having  his  buy  and  sell  orders  executed  quickly  at  a 


now  bring  you 
the  world's  most 
active  GOLD 
futures  contract! 


price  near  the  current  market.  In  short,  liquidity  means 
the  ability  to  "get  in  and  get  out". 

And,  of  course,  you  can  trade  on  the  IMM  through 
any  one  of  thousands  of  member  firm  branch  offices 
located  in  every  corner  of  the  globe.  A  simple  call  to 
your  broker  is  all  that's  necessary. 

If  you're  considering  gold  futures  trading,  you  owe  it  to 
yourself  to  read  our  free  32-page  booklet  "Understand- 
ing Gold  Futures  Trading".  Just  send  us  the  coupon. 


„MAT, 


,  INTERNATIONAL  MONETARY  MARKET  ! 


rARY 


OF  THE  CHICAGO  MERCANTILE  EXCHANGE 
£  444  West  Jackson  Blvd.,  Chicago,  Illinois  60606 

^v*"    Gentlemen:  Dept.  3381 

Please  send  me  a  copy  of  "Understanding  Gold  Futures  Trading." 
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Composed  of  the  following: 

Production 

How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 
What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 
How  intensively  are  we  building?  (Dept.   of 


Commerce  privately  owned  housing  starts) 

Consumption 

How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 
To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 
How  costly  are  services?  (Dept   of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market  Comment 


Adjusting  To  1975 


By  L.  O.  Hooper 


This  isn't  1968;  nor  is  it  1974.  Intel- 
ligent investors  must  adjust  to  1975— 
and  try  to  adjust  to  1976  and  beyond. 
Everyone  knows  that  1968's  the-sky's- 
unlimited  attitudes  are  obsolete;  but 
I'm  afraid  too  many  still  think  that 
1975  is  like  1974.  In  the  stock  market, 
as  soon  as  any  pattern  of  thought  be- 
comes overwhelmingly  accepted,  that 
pattern  is  almost  always  obsolete.  The 
accepted  pattern  usually  is  six  months 
or  so  behind sthe  actual  situation. 

It  takes  time  to  change  the  con- 
sensus. The  public  is  always  reluctant 
to  accept  the  end  of  a  bull  market; 
it  is  equally  reluctant  to  recognize 
that  a  bear  market  has  hit  bottom. 

Broadly  speaking,  the  money  policy 
of  the  Federal  Reserve  has  been  re- 
versed from  deflationary  to  inflation- 
ary; and  Washington  has  become  anti- 
depression  instead  of  anti-inflation. 
Historically,  the  flow  of  funds  has  de- 
termined the  trend  of  stock  prices. 
That  does  not  mean  that  we  are  go- 
Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


ing  to  return  to  the  conditions  of 
1968,  1969  and  1970.  The  depressant 
of  the  psychology  of  1974,  if  nothing 
else,  will  prevent  that.  So  will  the 
chastened  attitude  of  stock  owners. 
Count  in  also  the  negative  influence 
of  declining  profits  and  unfavorable 
dividend  news. 

The  stock  market  no  longer  has  a 
red  light,  but  it  will  encounter  many 
amber  lights  in  between  the  pro- 
longed green  signals. 

You  will  recall  that  last  year,  when 
reported  earnings  were  in  a  steady 
and  rather  emphatic  uptrend,  stocks 
were  going  down— rapidly  most  of  the 
time.  The  market  was  discounting 
1975  in  advance.  This  year  stocks  are 
doing  two  things:  They  are  correct- 
ing part  of  1974's  extreme  pessimism; 
and  they  are  discounting  improve- 
ment in  late  1975  and  1976. 

It  is  the  broader  trend  and  the 
values  in  individual  issues  that  count. 
It  is  often  wise,  I  find,  to  stress  val- 
ues in  unpopular  issues  rather  than 
to  depend  largely  on  technicians  who 


try  to  identify  short-term  and  inter- 
mediate-term trends.  You  can't  do 
much  about  the  short  term  (trading) 
in  a  column  like  this  which  appears 
only  twice  a  month. 

One  obvious  factor  today  is  the 
worldwide  shortage  of  food,  especial- 
ly readily  available  protein.  There's 
a  relatively  new,  and  certainly  not 
wholly  developed,  source  of  protein 
in  soybeans.  One  of  the  largest  and 
best  managed  developers  of  soybean 
technology  is  Archer-Daniels-Midland 
(19).  Another  is  Central  Soya  (11). 
Soybeans  promise  to  provide  nutri- 
tion more  cheaply  than  that  from 
milking  cows,  beef,  pork  and  poul- 
try. The  idea  is  catching  on  fast  and 
seems  to  promise  long-term  growth. 

In  regard  to  this  nutrition  problem, 
perhaps  the  fertilizer  industry  is  being 
neglected,  even  though  current  high 
earnings  of  a  companv  like  Interna- 
tional Minerals  (32)  may  have  to 
come  down  a  little.  IGL  is  expected 
to  show  $10  a  share  or  more  earned 
in  the  year  to  end  June  30.  I  suppose 
one  reason  for  the  low  price  of  this 
stock  is  that  earnings  now  are  "a  bird 
in  the  hand"  rather  than  "a  bird  in  the 
bush,"  and  the  stock  market  will  al- 
ways pay  more  for  the  latter. 

I  often  refrain  from  mentioning  an 
over-the-counter  stock  with  a  thin 
market  for  fear  that  I  will  influence 
its  price  shortly  after  publication- 
something  I  seek  never  to  do.  None- 
theless, without  looking  for  quick  re- 
sults, I  like  Kansas  City  Life    (cur- 
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The  Two-Tier  Bond  Market 

Unusual  Opportunities  With  Selected  Convertibles 


A  deepening  recession  has  caused 
the  nervous  investment  communi- 
ty to  create  a  two-tiered  bond 
market  much  like  the  two-tiered 
market  for  common  stocks.  But  as 
the  light  becomes  visible  at  the  end 
of  the  economic  tunnel,  this  situa- 
tion is  apt  to  be  corrected  and  cer- 
tain selected  convertible  securities 
will  be  big  beneficiaries. 

Diverging  Rates 

The  spreads  between  returns  on 
high-,  medium-,  and  low-grade 
bonds  have  widened  enormously 
over  the  past  year.  As  the  business 
cycle  sinks  into  recession,  investors 
are  shunning  issues  of  companies 
with  burdensome  debt  loads  for 
fear  that  we  may  witness  some 
defaults  before  things  get  better. 
Bonds  issued  by  stronger  com- 
panies, where  default  is  not  per- 
ceived as  a  real  threat,  are  in  de- 
mand. The  magnitude  of  the 
spreads  between  yields  may  there- 
fore be  viewed  as  a  cyclical 
phenomenon  —  something  that 
will  last  no  longer  (and  probably 
much  shorter)  than  the  current 
recession. 

Combination  of  Forces 

All  types  of  fixed-income  securities 
will  rally  as  long-term  interest 
rates  continue  to  decline  from  re- 
cent record  levels.  And  con- 
vertible debentures  and  pre- 
ferreds  will  enjoy  the  extra  benefit 
of  a  probable  concurrent  rally  by 
their  underlying  stocks.  But  in- 
vestors who  can  afford  to  take  the 
added  risks  inherent  in  lower- 
quality  convertible  bonds  will  reap 
the  added  bonus  of  an  upward 
revaluation  of  investment  values 
as  the  market  begins  to  realize  that 
the  issuing  companies  will  survive 
the  recession.  Of  course,  in  some 
instances,  the  risk  of  default  is  too 
great  to  justify  purchase.  We  have 
selected  a  list  of  lower-grade  con- 
vertibles which  we  believe  will  not 
default  and  which  merit  considera- 
tion on  the  basis  of  the  points  just 
discussed.  In  each  of  these  situa- 
tions, the  convertible  provides  a 
very  high  current  yield  and  the  un- 
derlying common  stock  has  bright 
prospects. 

Suitability  Considerations 

We  caution  readers  that  the  par- 
ticular issues  we  have  in  mind  en- 
tail the  possibility  of  considerable 
market  fluctuation.  These  par- 
ticular issues  are  not  suitable  in- 


vestments for  proverbial  widows 
and  orphans.  But  conservative  in- 
vestors will  find  a  good  selection  of 
suitable  convertibles  from  among 
our  specific  recommendations  for 
modest  profit  potential  and  low 
risk. 

We  invite  you  to  judge  for 
yourself  the  value  of  our  approach 
to  convertible  investing  with  the 
special  offer  below. 

50%  Saving  Plus  $12  Bonus 

We  will  send  you  all  forthcom- 
ing issues  of  The  Value  Line 
Convertible  Survey  for  the  next 
three  months  —  12  issues,  32  pages 
each  —  bringing  you  continually 
updated  evaluations  of  more  than 
700  convertibles  and  warrants  .  .  . 
plus  specific  buy-hold-sell 
recommendations. 

This  introductory  trial  subscrip- 
tion comes  to  you  for  only  $29  —  a 
full  50%  off  the  regular  rate. 

In  addition,  you  will  receive  — 
entirely  as  a  bonus  —  our  com- 
prehensive, easy-to-understand, 
132-page  guide,  More  Profit  and 
Less  Risk  —  Convertible 
Securities  and  Warrants  (sold 
separately  for  $12). 

r 1 

Yes,  I  would  like  to  try  The  Value 
Line  Convertible  Survey.  As  a  triple 
bonus,  at  no  additional  cost,  also 
send  me  your  selected  list  of  lower- 
grade  convertibles  for  taking  advan- 
tage of  the  two-tier  bond  market  (as 
well  as  your  recommendations  for 
more  conservative  investors),  a  copy 
of  your  132-page  book  'More  Profit 
and  Less  Risk  —  Convertible 
Securities  and  Warrants',  and  a 
custom  binder  for  filing  the  service. 

□  3  months  for  $29  (12  issues).  This  offer 
is  available  only  once  to  any  household. 
Check  or  money  order  for  $29  must  ac- 
company order. 

D  1  year  $225  (48  issues) 

D  Payment  enclosed.  □  Bill  me  for  $225. 

N.Y.  residents  please  add  applicable  sales 
tax.  Foreign  rates  available  on  request. 
Subscription  fees  are  fully  tax-deductible. 
This  agreement  will  not  be  assigned 
without  subscriber's  consent. 


J16CJ2  Bonus  J 


Name 
(please  print) 

Address   


City 


State 


Zip 


Signature 


The  Value  Line 
Convertible  Survey 

5  East  44th  St.,  New  York.  N.Y.  10017 


rently  at  22).  It  is  a  conservative 
old-line  company,  with  no  unprofit^ 
able  fire  and  casualty  emphasis,  slighl 
medical  reinsurance  penetration  and 
high  individual  whole  life  concen-l 
tration.  Earnings  last  year  appear  td 
be  about  $5  a  share,  and  the  divi- 
dend rate  is  $1.20.  I  have  owned 
some  of  it  for  many  years,  and  it 
.  has  been  good  to  me. 

Better  Than  The  Market 

Some  months  ago,  in  a  column  en 
titled  "Investing  In  The  Inevitable,"  I 
called  attention  to  the  railroad  equip- 
ment issues.  Annual  reports  now  com- 
ing in  show  that  the  companies  have 
performed  better  than  the  stocks  and 
that  the  backlogs  of  unfilled  orders 
continue  to  increase.  There  still  is  a 
great  shortage  of  rolling  stock,  which 
is  absolutely  necessary  to  move  crops 
and  coal,  and  rail  transportation  is 
much  cheaper  in  terms  of  precious 
energy  than  is  shipment  by  truck  or 
any  other  way.  I  still  like  Pullman 
( 44 ) ,  ACF  Inc.  ( 41 ) ,  General  Ameri- 
can Transportation  (31)  and  Am 
sted  Industries  (46).  These  are 
among  the  few  companies,  a  small 
minority  indeed,  which  should  earn 
more  in  1975  than  in  1974. 

I  think  that  only  a  small  minority 
of  the  former  glamour  stocks  are 
now  attractive.  For  some  months  they 
have  done  worse  than  the  market 
Too  many  institutions  own  more  of) 
them  than  they  want  to  keep;  they 
are  now  interested  in  income,  which 
the  glamours  do  not  supply  in  ade- 
quate amounts.  But  there  is  another 
market  factor:  Glamour-stock  analysts 
seem  to  think  that  a  single  poor  (or 
just  poorer)  quarter  means  that  a 
glamour  stock  should  be  sold.  Glam- 
our-company earnings  are  not  exempt 
from  having  poor  quarters  in  a  busi- 
ness situation  such  as  the  one  we  are 
experiencing  now. 

Another  of  my  nonconformist  ideas 
is  that,  at  least  for  an  investor  rather 
than  a  trader,  it  is  better  to  buy  a 
desirable  stock   after  it  has   encoun- 
tered profit-taking  and  declines  a  lit- 
tle rather  than  to  buy  it  on  strength. 
Stocks    of    that    type    currently    ard 
Freeport   Minerals    (23),    Union   Pi 
cific    (65),   Hughes   Tool    (67)    an 
perhaps   Halliburton    (130),  in   spit 
of  its  glamour  characteristics. 

I  want  it  understood  that  I  am  not 
writing  off  the  possibility  of  some  not- 
too-selective   sinking   spells   in   stocks 
this    year.     Profits,    even    short  Inn, 
profits,   are   easy   to   take   when    von 
have  losses   to  accrue  against  them. 
There  are  bound  to  be  times  wlni 
the  market  gets  a  little  ahead  oi   il 
self  and  when  the  news  will  be  dil 
couraging,  or  even   frightening.    Bfl 
remember,  1975  is  not  1974.   ■ 
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Opportunity  Missed 

By  Heinz  H.  Biel 


Future  economic  historians  will  see 
the  winter  of  1975  as  the  period  when 
the  U.S.  missed  a  golden  opportunity 
to  curb  inflation  and  to  place  its  fi- 
nancial house  once  again  on  a  solid 
foundation.  This  country  is  about  to 
sacrifice  the  long-term  goal  of  mone- 
tary soundness  and  stability  to  the 
short-term  objective  of  abbreviating  a 
recession.  The  present  recession,  of 
course,  is  the  price  we  have  to  pay 
for  having  lived  far  too  long  beyond 
our  means. 

I  was  afraid  that  this  might  hap- 
pen. Many  months  ago  I  wrote  in  this 
column  that  this  country  would  have 
the  choice  of  undergoing  a  painful 
but  health-restoring  operation,  i.e.,  a 
deep  recession,  or  of  suffering  the 
lingering  death  caused  by  increasing- 
ly uncontrollable  inflation.  It  seems 
that  we  have  made  the  choice  with- 
out being  certain  that  even  this 
limited  objective  of  shortening  the  re- 
cession will  be  achieved. 

The  mere  thought  of  a  $52-billion 
deficit  next  year  is  stupefying,  pre- 
posterous. The  Ford  Administration 
seems  to  have  lost  all  sense  of  propor- 
tion—and direction.  The.  Federal  Re- 
serve, willy-nilly,  has  no  choice  but  to 
be  a  handmaiden  to  this  fiscal  ir- 
responsibility. 

Far  be  it  from  me  to  be  a  scare- 
monger, but  it  is  high  time  to  under- 
stand that  once  the  money  printing 
press  has  been  turned  on  full  blast,  it 
is  very  hard  to  stop.  Just  look  at  what 
is  happening  in  Brazil  or  Chile.  I 
lived  through  the  world's  worst  in- 
flation in  1923  in  Germany  when 
there  wasn't  even  enough  time  to 
print  new'  bank  notes  or  postage 
stamps.  Ju^t  a  red  overprint  made  a 
million  out  of  a  thousand,  and  then 
a  billion,  and  then  a  trillion.  It  is  not 
safe  to  say  that  it  can't  happen  here. 

Some  people,  including  numerous 
well-known  liberal  economists,  com- 
plain that  the  Administration's  anti- 
recession program  does  not  go  far 
enough.  They  are  so  myopic  that  they 
can't  see  what  is  happening  to  our 
dollar.  During  just  one  year  the  price 
of  a  Swiss  franc  has  risen  from  less 
than  30  cents  to  over  40  cents.  So 
great  has  been  the  flood  of  dollars 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


into  "safer"  currencies  that  Switzer- 
land, in  self-defense,  imposed  a  40% 
negative  interest  rate  on  foreign  franc 
deposits.  Other  countries  may  want  to 
take  similar  measures. 

Turn  To  The  Market 

If  the  dollar  continues  to  lose  both 
status  and  value,  our  Arab  friends 
may  not  even  want  to  accept  and  hold 
their  billions  of  petrodollars.  What 
happens  then? 

Americans  have  been  fortunate  in 
the  past.  We  have  never  experienced 
the  kind  of  inflation  that  has  been 
rampant  time  and  again  in  Europe, 
Asia  and  Latin  America.  We  have 
never  had  to  put  up  with  foreign  ex- 
change restrictions  that  impede  the 
transfer  of  funds  from  one  country  to 
another.  Because  of  this  lack  of  per- 
sonal experience  we  are  not  nearly  as 
sophisticated  as  those  who  had  to 
learn  the  hard  way.  Who,  for  in- 
stance, would  think  of  buying  Swiss 
securities,  which  foreigners  can't  buy 
in  Switzerland,  in  the  "black  market" 
in  Frankfurt?  Or  simply  buy  Swiss 
bank  notes  and  put  them  in  a  safe 
deposit  box,  here  or  abroad? 

Of  course,  there  are  exceptions. 
■Accurate  data  obviously  is  unavaila- 
ble, but  I  suspect  that  thousands  of 
Americans  have  stashed  away  many 
billions  of  dollars  worth  of  gold,  for- 
eign securities  and  bank  notes  outside 
this  country.  The  now  extinct  Interest 
Equalization  Tax,  introduced  by 
President  Kennedy  a  dozen  years  ago, 
was  the  warning  tip-off.  The  average 
American,  however,  lacks  both  the  ex- 
pertise and  inclination  to  take  his 
money  out  of  the  country,  and  most 
of  us  still  abhor  the  thought  of  in- 
vesting in  something  as  sterile  as  gold. 
The  failure  of  the  widely  touted  Bar 
of  Gold  fund  and  similar  investment 
media  for  gold  to  see  the  light  of  day 
reflects  this  general  attitude. 

The  growing  realization  that  nei- 
ther cash  nor  bonds  provide  long- 
range  protection  against  the  steady 
erosion  of  the  dollar's  value  seems  to 
have  been  the  underlying  cause  for 
last  month's  stock  market  explosion. 
The  advance  in  that  record-breaking 
last  week  of  January  was  extremely 
broad— 1,594  ups  vs.  only  296  downs 
—giving  substance  to  my  comment  a 


month  ago  that,  in  a  deeply  depressed 
market,  "dart  throwing"  can  be  as 
good  a  method  of  stock  selection  as 
any  other. 

But  there  is  a  caveat.  It  is  vital  to 
keep  in  mind  that  this  country  is  in  a 
rather  serious  recession.  Some  compa- 
nies may  not  make  it.  Furthermore, 
although  credit  conditions  have  eased 
dramatically  in  the  past  several 
months,  such  credit  is  more  readily 
available  to  those  who  don't  need  it 
than  to  those  who  need  it  desperately. 
For  this  reason  it  is  more  imperative 
than  ever  to  study  a  company's  bal- 
ance sheet  (and  its  lease  obligations) 
before  buying  its  stocks.  It  is  also 
helpful  to  investigate  how  a  company 
has  managed  its  affairs  in  previous 
periods*  of  rough  times.  An  un- 
blemished dividend  record  often  pro- 
vides a  reliable  clue.  There  are  ex- 
ceptions, to  be  sure,  as  in  the  case  of 
Penn  Central,  which  had  been  paying 
dividends  for  120  years  before  disaster 
struck.  W.T.  Grant  is  another  horrible 
example;  after  67  years  it  is  now  on 
the  brink  of  insolvency.  By  and  large, 
however,  a  company's  ability  to  main- 
tain its  dividend  payments  in  bad 
times  as  well  as  in  good  is  a  strong 
plus  factor. 

The  stock  market's  action  so  far  this 
year  is  reassuring.  It  has  become  a 
virtual  certainty  that  the  bear  mar- 
ket did  end  last  fall.  The  major  trend 
is  now  presumed  to  be  up,  and  in- 
vestors should  adjust  their  investment 
strategy  accordingly. 

Caution 

However,  I  see  no  need  to  rush  in- 
to the  market  in  great  haste.  Don't 
chase  the  rally.  The  market  won't  run 
away.  Just  as  there  are  rallies  in  a 
bear  market,  there  will  be  setbacks 
in  a  rising  market.  Technically,  the 
market  is  now  in  an  overbought  con- 
dition, and,  if  you  take  a  look  at  the 
DJI  chart,  you  will  see  the  seven-point 
"gap"  between  671  and  678;  accord- 
ing to  the  mystique  of  the  chart  read- 
ers, that  will  have  to  be  closed  soon- 
er or  later. 

Even  after  the  mosc  recent  upsurge 
there  are  many  stocks  (in  addition  to 
those  mentioned  in  the  previous  col- 
umn) which  are  conservatively  priced 
and  desirable  as  investments,  such 
as  Brockway  Glass  Co.  (15)  with  a 
price/earnings  ratio  of  6  and  a  6M% 
yield;  Carborundum  (33)  P/E  4.7, 
yield  5.2%;  Ethyl  Corp.  (29)  P/E 
4,  yield  434%;  Gould  Inc.  (17)  P/E  4.7, 
yield  6.4%;  Heublein  (29)  P/E  10.5, 
yield    3.8%;    Jim    Walter    (29)    P/E 

7.6,  yield  2.8%;  Papercraft    (8)    P/E 

4.7,  yield  7%  plus  stock;  Trans  Union 
(35)  P/E  10.5,  yield  434*;  United 
Aircraft  (34)  P/E  5.1  and  yield- 
ing 5.93.  ■ 
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The  Dines  Letter 
has  never  been 
more  bullish  on 
Gold  and  Silver. 


The  Dines  Letter,  a  New  York- 
based  weekly  financial  newsletter, 
believes  that  GOLD  and  SILVER 
are  the  only  paths  to  safety  in  the 
coming  depression,  and  that  they 
are  on  the  verge  of  an  historic  ad- 
vance. 

No  written  message  is  neces- 
sary. Just  send  this  ad  with  your 
name,  address  and  $10  (Payment 
MUST  be  enclosed)  for  a  4-issue 
trial  subscription  and  a  large 
variety  of  recent  Dines  Letter  fea- 
tures to: 

The  Dines  Letter 

18  East  41st  St., 
New  York,  N.Y.  10017 

(Not  assignable  without  your  consent.)         J25M2 
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Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  January  17,  1975, 
declared  a  regular  quarterly  divi- 
dend of  Iwenty-nine  cents  (29c) 
per  share  on  the  Corporation's 
Common  Stock.  This  dividend 
which  represents  an  increase  of 
1  cent  per  share  over  the  quarterly 
rate  paid  in  1974,  is  payable  Feb- 
ruary 28,  1975  to  stockholders  of 
record  January  31,  1975. 

LEROY  J.  SCHEUERMAN 

Secretary  and  Treasurer 

central  and  south  west 
Corporation 

Wilmington,  Delaware  19899 


JETS 


BID  and  ASK  activity 
on  most  biz-jets  daily 


Omni  s  Trading  Floor 

BE  SURE  .  .  .  (202)  331-8000 


Technician's  Perspective 


In  Step  With  The 
Party  Line 

By  John  VV.  Schulz 


More  than  100  years  ago,  Alexandre 
Dumas  coined  the  phrase  "nothing 
succeeds  like  success,"  and  Ralph 
Waldo  Emerson  wrote  that  "a  foolish 
consistency  is  the  hobgoblin  of  little 
minds."  Without  laying  claim  to  orig- 
inality, I  nominate  them  co-patron 
saints  of  stock  market  commentators. 

When  the  Dow  Jones  industrials, 
late  last  month,  broke  out  into  the 
700s  to  the  accompaniment  of  record 
share  turnover  on  the  New  York  Stock 
Exchange,  the  voice  of  the  ultra-bear 
was  suddenly  stilled.  Analysts  turned 
all  but  unanimous  in  conceding  that 
the  chances  of  the  bear  market  hav- 
ing ended  at  an  October-December 
1974  DJI  double  bottom  near  570 
were  greatly  improved.  The  consen- 
sus I  described  in  the  preceding  col- 
umn almost  overnight  took  on  a  de- 
cidedly bullish  tinge.  For  the  inter- 
mediate term,  the  new  "party  line" 
was  that  the  Dow  could,  as  previous- 
ly expected,  keep  rallying  toward  750 
(maybe,  just  to  allow  for  sheer  up- 
side momentum,  into  the  high  700s) 
and  then  "correct"  the  advance  by 
dropping  back  to  around  650.  That 
reaction  would  broaden  the  base  for  a 
potential  new  bull  market  and  pro- 
vide a  new  buying  opportunity. 

Again,  I  find  it  difficult  to  quarrel 
with  this  scenario  from  any  sensible 
point  of  view,  technical  or  funda- 
mental. Besides,  it  reflects  a  shift  to- 
ward the  "anticonsensus  scenario"  I 
sketched  here  two  weeks  ago,  though 
obviously  much  sooner  than  I  had  ex- 
pected. New  party  lines  in  the  stock 
market  seem  to  crystallize  more  quick- 
ly these  days  than  they  used  to,  and 
I  still  have  a  hard  time  adjusting 
to  this  development.  But  perhaps 
that's  only  a  temporary  phenomenon, 
typical  of  a  manic-depressive  market 
trying  to  figure  out  whether  it  should 
still  be  bearish  or  already  bullish, 
longer-term.  Whatever  the  reason,  it 
keeps  you  on  the  jump  if  you  try  to 
take  the  contrary-opinion  approach. 

By  virtually  any  conventional  tech- 
nical yardstick,  January's  "breakout" 
through  Dow  700  was  clearly  encour- 
aging. Even  a  novice  technician  could 
effortlessly  tick  off  the  bullish  as- 
pects. It  rang  up  a  "Dow  Theory" 
bull  market  signal,  buttressed  by  rec- 
ord-high trading  volume  (low- volume 


breakouts  can  be  treacherous).  The 
volume  factor  alone  could  point  to  a 
new  bull  market:  Such  uptrends  typi- 
cally end  with  trading  activity  dimin- 
ishing rather  than  posting  a  new  high. 
A  strong  January  has,  in  the  past, 
tended  to  foreshadow  a  rising  stock 
market  for  the  whole  calendar  year, 
especially  if  the  preceding  year's  low 
could  remain  intact  during  February 
and  March.  This  time,  even  though 
February  is  historically  a  poor  month 
for  stock  prices,  the  January  advance 
probably  has  established  a  "margin  of 
safety"  wide  enough  to  make  new 
bear-market  lows  before  the  end  of 
March  unlikely.  Besides,  there  is  the 
so-called  decennial  pattern,  which 
suggests  that  the  midyear  of  a  decade 
is  more  apt  to  produce  an  uptrend 
than  a  downtrend  in  stock  prices.  Add 
to  these  considerations  all  the  evi- 
dence (see  my  Forbes  articles  during 
the  past  three  months)  pointing  to 
an  extraordinarily  strong  technical  sit- 
uation in  a  long-term  sense,  plus  col- 
lapsing short-term  interest  rates  (due 
to  an  aggressively  easier  FRB  credit 
policy  combined  with  shrinking  busi- 
ness loan  requirements)  and  new  Ad- 
ministration efforts  to  turn  the  econo- 
my around,  and  you  can  really  be- 
come very  bullish. 

Goodbye  To  The  Bear? 

Well,  I'm  bullish  enough  to  think, 
too,  that  the  Dow's  October-Decem- 
ber lows  near  570  quite  probably  did 
mark  the  end  of  this  century's  long- 
est bear  market.  If  this  is  so,  the  long- 
term  trend  of  the  overall  stock  price 
movement  ought  to  be  up.  Even  so, 
I  can  still  see  a  lot  of  technical  and 
fundamental  problems  that  could 
make  this  trend  extraordinarily  chop-  I 
py  for  a  good  many  months  to  come,  i 
possibly  well  into  next  year. 

For  one  thing,  as  I  have  pointed 
out  here  repeatedly,  it  should  take 
more  than  a  four-  to  five-month  base 
to  reverse  a  bear  market  that,  for  a  ' 
large  majority  of  stocks,  dates  from  ' 
highs  posted  as  long  ago  as  1968. 
Measured  fairly  generously  by  one 
technical  yardstick  or  another,  the 
base  under  Dow  700  could  suggest 
a  potential  advance  into  the  lower 
800s,  not  yet  enough  to  imply  an 
eventual  successful  push  through  tin- 
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trading  range  between,  roughly,  785 
and  905  where  the  Dow  fluctuated 
from  November  1973  until  July  1974. 
That  means,  to  my  mind,  the  Dow 
should  still  have  to  do  much  more 
base  building  below  this  trading  range 
by  fluctuating  in  a  wide  band  be- 
tween, say,  725-750  and  600-625. 
These  are  tentatively  projected  tech- 
nical parameters,  suggested  by  down- 
trend lines  which  can  be  plotted  on 
the  Dow  chart  and  by  the  assump- 
tion that  new  bear  market  lows  will 
be  avoided  by  at  least  a  5%  margin. 
But  they  seem  plausible  on  non- 
technical grounds  as  well,  inasmuch 
as  the  Dow  could  look  amply  priced 
in  the  mid-700s,  and  relatively  cheap 
in  the  low  600s,  on  1975  earnings 
that  might  now  be  variously  estimat- 
ed at  $70  to  $80  per  share.  True,  a 
business  recovery  into  1976  presuma- 
bly would  mean  a  new  earnings  up- 
trend toward  last  year's  record.  But 
investors  probably  won't  pay  more 
than  a  relatively  moderate  multiple 
for  such  1976  earnings  prospects  un- 
less they  can  think  of  them  as  part 
of  a  new  longer-term  growth  trend, 
and  it  seems  too  early  to  think  of  that. 

The  Money  Problem 

Another  problem  which  remains 
unsolved  at  this  time  has  to  do  with 
the  growth  of  the  money  supply  (de- 
mand deposits  and  currency  held  by 
the  nonbanking  public  as  it's  techni- 
cally defined).  Curiously,  the  money 
stock  has  refused  to  expand  since 
early  December  and,  last  month,  was 
barely  greater  than  during  the  sum- 
mer of  1974.  In  fact,  demand  deposits 
were  at  the  lowest  level  since  May, 
even  though  the  Federal  Reserve  was 
just  about  going  all-out  to  force  short- 
term  interest  rates  down  and  thus 
ease  conditions  in  the  money  markets. 

Ordinarily,  lack  of  money  growth 
could  be  expected  to  affect  stock 
prices  adversely.  In  the  present  situa- 
tion, however,  investors  could  draw 
on  ample  reserves  of  temporarily  side- 
lined buying  power  and  apparently 
were  paying  more  attention  to  col- 
lapsing short-term  money-market  rates 
than  to  the  money-supply  statistics. 
Sooner  or  later,  nevertheless,  a  new 
and  vigorous  rate  of  money  growth 
should  be  needed  to  meet  the  credit 
requirements  of  a  recovering  econo- 
my, plus  a  ballooning  federal  deficit, 
plus  rising  stock  prices.  Whether, 
when  and  how  the  money  managers 
at  the  Fed  would  foot  this  triple  bill 
remains  to  be  seen. 

So,  for  one  reason  or  another,  I 
find  myself  again  in  step  with  the 
party  line,  wondering  whether  it  may 
be  wrong  and  what  direction  it  will 
take  next  in  these  days  of  fast-chang- 
ing consensuses.    ■ 
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Wall  Street  View 


Earnings  Down, 
P/E  Ratios  Up 

By  Robert  Stovall 


January  was  a  powerful  month  in 
the  market,  but  why?  The  script 
for  1975-76  seems  to  swing  between 
maxi-recession  and  mini-depression. 
The  public  seems  to  have  been  more 
aggressive  in  the  early  1975  market 
rally  than  have  been  the  institutions. 
The  latter  fought  the  bear  market  in 
growth  stocks  all  the  way  down  and 
now  seem  to  be  fighting  the  rally  on 
the  way  up. 

During  the  eventual  resumption  of 
the  long-term  equity  market  upswing, 
share  prices  are  expected  to  bear  the 
correlation  with  corporate  earnings 
they  have  had  in  the  past.  Corporate 
profits  are  universally  expected  to  be 
down  in  1975,  with  a  peak-to-trough 
decline  (third  quarter  1974  through 
second  quarter  1975)  of  from  30%  to 
50%.  In  the  60  years  since  1915,  earn- 
ings of  the  Dow  Jones  industrials  have 
declined  20  times  on  a  year-to-year 
basis.  With  the  exception  of  1969-70, 
the  price/ earnings  ratio  has  risen  in 
the  year  during  which  earnings  of  the 
DJI  declined  (see  table). 

The  reason  for  the  1969-70  diver- 
gence is  probably  the  institutional 
domination  of  the  marketplace  (up 
to  70%  of  average  daily  volume  vs. 
30%  in  the  mid-1960s),  and  the  pro- 
fessional money  manager's  preoccu- 
pation with  growth  stocks  in  the  early 
1970s.  The  DJI  has  only  five  compo- 
nents that  could  be  considered  growth 
stocks  and  thus  does  not  adequately 
reflect  this  situation,  which  in  any 
event  no  longer  prevails  to  the  ex- 
tent it  did  during  the  early  Seventies. 
This  year,  I  would  expect  a  return 
to  more  normal  experience:  price/ 
earnings  ratios  up  while  earnings  dip, 
in  anticipation  of  recovery.  Institu- 
tions seem  to  have  backed  away  from 
the  growth  fetish,  hence  this  old  rule 
has  a  good  chance  of  working  again. 
The  Dow  is  used  in  this  study  be- 
cause it  is  the  best-known  average 
and  because  it  has  been  published 
since  1897.  Further,  the  30  big-com- 
pany components  do  not  change  often 
enough  to  reduce  the  validity  of  his- 
torical P/  E  relationships. 


reluctant  to  point  with  pride  to  a 
winning  idea,  but,  since  space  limita- 
tions prevent  me  from  listing  all  my 
losers,  and  since  I  think  the  idea  still 
has  merit,  I  will  overcome  my  scru- 
ples and  do  so.  And,  as  the  late  Dizzy 
Dean  believed,  if  you  really  did  it, 
it  ain't  bragging. 

In  the  column  preceding  the  Octo- 
ber market  low  (Forbes,  Sept.  15, 
1 974 ) ,  I  confessed  that  I  did  not  know 
which  industry  groups  would  lead  the 
inevitable  bear  market  recovery.  I  al- 
so concluded  that  it  made  little  point 
to  try  to  guess.  Instead,  it  should  be 
apparent  that  the  rising  trading  vol- 
umes which  are  necessary  for  higher 
stock  prices  would  do  wonders  for 
the  brokerage  houses.  Labeled  unusual 
speculations  for  high-risk  recovery  at 
the  time,  shares  of  most  publicly 
owned  brokerage  houses  have  done 
well  in  the  ensuing  months.  Approxi- 
mate recent  prices  vs.  those  prevailing 
last  September,  and  the  alltime  highs 
achieved  in  1971-72,  are:  Merrill 
Lynch  (recent  13— September  1974, 
7-alltime  high  46);  Bache  (5-3-18); 
E.F.  Hutton  (9-5-26);  Dean  Witter 
(8-4-32);  Paine,  Webber  (4-2-16); 
Reynolds  Securities  Inc.  (9-5-31); 
and  Donaldson,  Lufkin  6-  Jenrette 
(3X-3-18). 


These  stocks  still  sell  at  discounts 
from  book  value  and  possess  substan- 
tial operating  leverage.  Personnel 
have  left  the  securities  industry,  but 
most  electronic  communication,  order- 
processing  and  reporting  equipment 
remains  in  place.  Believing  that  price 
is  a  function  of  volume,  a  continua- 
tion of  January's  market  recovery  in 
the  months  ahead  would  bring  av- 
erage daily  volume  substantially  in 
*  excess  of  1974's  13.9  million  shares  on 
the  New  York  Stock  Exchange.  The 
industry's  operating  performance  dur- 
ing the  record-activity  days  of  Jan- 
uary shows  that  the  "back  office" 
problems  of  the  late  1960s  no  longer 
prevail.  No  matter  what  stock  price 
patterns  develop  in  1975,  the  bond 
underwriting  business  seems  sure  to 
be  at  record  levels.  Publicly  offered 
corporate  bonds  moved  out  to  inves- 
tors at  record  numbers  last  quarter 
and  are  currently  running  at  alltime 
monthly  high  levels  of  between  $3.5 
billion  and  $4  billion. 

Some  broker  stocks  are  paying  div- 
idends that  still  return  respectable 
yields.  Generally  speaking,  the  securi- 
ties firms  that  have  applied  their 
energies  to  their  traditional  roles- 
raising  new  capital  for  government 
and  industry,  making  markets  in  sec- 
ondary securities,  and  acting  as  agent 
for  stocks,  bonds,  options  and  com- 
modities—have come  through  the  post- 
1968  bear  market  with  better  balance 
sheets  and  profit-and-loss  statements 
than  have  those  which  ventured  far 
afield  into  esoteric  tax  shelters  and 
real  estate  management  just  short  of 
burial  plot  sales.  For  1975,  and  the 
days  of  free-form  rate  structures,  stay 
away  from  brokers  with  too  heavy  a 
dependence  on  institutional  business. ■ 
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Mr.  Stovall  is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 
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Let  Value  Line  Help  You  Pinpoint 

STOCKS  WITH  9%  YIELDS  PLUS 
SUPERIOR  RECOVERY  POTENTIAL 


The  opportunities  for  rich  dividend  yields 
available  in  today's  stock  market  may  not  be 
seen  again  in  this  generation.  And  they  may 
not  last  much  longer. 

When  stock  prices  climb,  percentage  yields 
decline.  So,  for  investors  who  want  to  take  ad- 
vantage, time  may  be  crucial.  Here  is  how 
things  stand  now: 

At  their  recent  prices,  405  stocks  of  the 
more  than  1500  under  continuous  review  by 
Value  Line  were  yielding  9%  or  higher — on  the 
basis  of  the  dividend  payments  we  estimate  in 
the  next  12  months;  100  were  yielding  12.7% 
or  higher.  (The  Value  Line  Investment  Survey 
12/13/74.)  This  is  an  extraordinary  situation. 


Important  Warning 

But  it  could  be  a  sad  mistake  to  rush  into 
stocks  on  the  basis  of  high  yields  alone.  You 
need  to  know  a  lot  more. 

For  instance,  some  high-yielding  stocks 
have  shaky  earnings  and  may  be  hard  pressed 
to  maintain  present  dividend  levels,  let  alone 
increase  them.  Others,  faced  with  huge  capital 
requirements,  may  have  to  retain  a  larger  por- 
tion of  earnings. 

Moreover,  nearly  40%  of  the  405  stocks 
yielding  9%  and  up  are  now  ranked  un- 
favorably by  Value  Line  for  Probable  Market 
Performance  in  the  Next  12  Months,  relative 
to  all  1500  stocks  under  regular  review. 
Regardless  of  their  yields,  these  stocks  should, 
we  think,  be  avoided  for  the  time  being. 

39  "Combination"  Stocks 

Only  39  of  the  405  high-yielding  stocks  are 
also  (a)  ranked  favorably  for  next-12-months 
Probable  Market  Performance  AND  (b) 
ranked  average  or  better  for  long-term  invest- 
ment Safety.  (Value  Line  12/13/74.)  The 
Value  Line  Survey  also  shows.  .  . 

•  The  current  yields  of  these  39  "com- 
bination" stocks  range  from  9%  to  14.8%. 
The  average  for  all  of  them  is  10.7%. 

•  In  most  cases,  their  dividends  are  well 
"covered"  by  earnings.  On  average,  they 
are  paying  out  less  than  40%  of  net  income 
in  dividends. 

•  Based  on  our  estimates  of  their  future 
dividends,  these  stocks — //  purchased  at 
current,  prices — will  be  yielding  today's 
buyer  an  average  of  14%  within  the  next  3 
to  5  years;  16  of  them,  we  estimate,  will  be 
in  the  15%  to  20%  yield  range. 

•  These  stocks  also  offer  worthwhile  capital 
growth  possibilities.  Our  estimates  of  their 
future  earnings  and  P/E  ratios  indicate  an 
average  Appreciation  Potentiality  in  the 
next  3  to  5  years  of  over  200%. 

For  Example . . . 

A  steel  stock,  at  its  recent  price  of  14, 
currently  yields  11.4%  (based  on  estimated 
dividends  of  $1.60  per  share  in  the  next  12 
months).  The  dividend  payout  comes  to  only 
30%  of  estimated  net  income.  Within  3  to  5 
years,  we  project  annual  dividends  around 
$3.00  per  share— for  about  a  20%  yield  against 
the  stock's  recent  price  of  14.  Within  the  same 
period,  we  calculate  the  stock's  Appreciation 
Potentiality  at  about  250%.  This  stock  is  also 


ranked  Above  Average  by  Value  Line  for 
year-ahead  Market  Performance  and  Average 
for  Safety  (Value  Line  12/13/74). 

How  The  Ranks  Work 

Every  week  Value  Line  ranks  more  than  1500 
stocks — each  relative  to  all  the  others — for  in- 
vestment Safety  and  for  Probable  Market  Per- 
formance in  the  Next  12  Months.  The  ranks 
range  from  I  (Highest)  down  to  5  (Lowest), 

The  Safety  rank  primarily  reflects  the 
degree  to  which  a  stock  typically  fluctuates 
above  and  below  its  own  long-term  price 
trend.  The  higher  the  rank,  the  greater  the 
price  stability. 

The  rank  for  Probable  Market  Perfor- 
mance segregates  stocks  into  five  groups  as 
follows: 

100  stocks  are  ranked  I  (Highest) 
300  stocks  are  ranked  2  (Above  Average) 
700  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below  Average) 
100  stocks  are  ranked  5  (Lowest) 

The  higher  the  rank,  the  stronger  the 
relative  price  performance  we  expect  in  the 
next  12  months.  While  not  every  stock  will 
always  perform  exactly  in  accord  with  its 
rank,  such  a  large  majority  have  in  the  past 
that  we  believe  no  serious  investor  can  in- 
telligently afford  to  ignore  these  ranks. 

Whatever  else  you  are  looking  for  in 
stocks,  we  recommend  that  you  con- 
centrate on  stocks  which  are  also  rank- 
ed 1  (Highest)  or  2  (Above  Average)  by 
Value  Line  for  Probable  Market  Per- 
formance in  the  Next  12  Months. 

-Updated  Every  Week 

Every  week — for  EACH  of  more  than  1500 
stocks — the  Value  Line  Survey  updates.  .  . 

a)  Rank  for  Probable  Market  Performance 
in  the  Next  12  Months; 

b)  Rank  for  investment  Safety; 

c)  Estimated  Yield  in  the  next  12  months; 

d)  Estimated  Appreciation  Potentiality  in 
the  next  3  to  5  years; 

e)  Latest    price,    earnings,  price/earnings 
ratio  and  dividend  data. 

In  addition,  each  of  the  more  than  1500 
stocks  is  the  subject  of  a  comprehensive  new 
full-page  report  at  least  once  every  three 
months — including  23  series  of  vital  financial 
and  operating  statistics  going  back  10  years 
and  estimated  3  to  5  years  into  the  future. 


All  told.  Value  Line  gives  you  more 
meaningful  data  and  evaluations  on  each  of 
1 500  stocks  than  any  other  investment  source 
we  know  of.  And  it's  organized  for  quick  and 
easy  reference.  (With  the  latest  weekly  Value 
Line  Survey,  for  instance,  it  would  take  you 
just  minutes  to  check  which  stocks  currently 
yield  8%  or  9%  or  10%  or  more.) 

Special  $29  Offer 

You  can  now  receive  the  complete  Value  Line 
Investment  Survey  for  the  next  13  weeks  for 
only  $29.  Your  introductory  trial  will  bring 
you  everything  that  goes  to  the  full-term  sub- 
scribers, including  .  .  . 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (24  pages) . . .  showing 
the  current  ratings  of  more  than  1500  stocks 
for  future  relative  Price  Performance  and 
Safety — together  with  their  Estimated  Yields 
and  the  latest  earnings,  dividends  and  P/E 
data. 

EVERY  WEEK  a  new  RATINGS  & 
REPORTS  section  (144  pages)...  with 
full-page  analyses  of  about  1 20  stocks,  during 
the  course  of  every  1 3  weeks,  new  full-page 
reports  like  this  are  issued  on  every  one  of  the 
more  than  1 500  stocks  under  regular  review. 
(It  takes  but  a  minute  a  week  to  file  the  new 
reports  in  your  Value  Line  binder.) 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (4  pages)  . . .  with  a 
detailed  analysis  of  an  Especially 
Recommended  Stock — plus  a  wealth  of  in- 
vestment background  including  the  Value  Line 
Average  of  more  than  1500  stocks. 

PLUS  THIS  BONUS  . . .  Value  Line's  com- 
plete 1800-page  Investors  Reference  Service 
(sold  separately  for  $35),  with  our  latest  full- 
page  reports  on  all  stocks  under  review — fully 
indexed  for  your  immediate  reference.  This 
two-volume  bonus  will  be  shipped  to  you  by 
special  handling. 

Money  Back  Guarantee. 

You  take  no  risk  in  accepting  this  special 
offer.  If  you  are  not  completely  satisfied  with 
the  Value  Line  Survey,  just  return  the  material 
you  have  received  within  „0  days  for  a  full  re- 
fund of  your  fee. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  coupon  today.  Time  is  important. 


^The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44th  STREET  •  NEW  YORK.  NY.  10017 


Yes,  I  would  like  to  try  The  Value  Line  Investment  Survey 
for  the  next  13  weeks  at  the  special  trial  rate  of  $29  .  .  .  and 
understand  that  I  will  also  receive,  as  a  bonus,  the  1800- 
page  Investors  Reference  Service  at  no  additional  cost.  In 
addition,  I  understand  that  if  dissatisfied  for  any  reason,  I 
may  return  the  material  within  thirty  days  and  my  money 
will  be  refunded  without  question. 

This  special  offer  is  limited  to  new  subscriptions  and  is 
available  only  once  to  any  household  every  two  years. 
D  S29  Payment  enclosed  (Trial  subscriptions  must  be  ac- 
companied by  payment). 

Subscription  fees  are  fully  tax-deductible  Foreign  rates  upon  re- 
quest. No  assignment  of  this  agreement  will  be  made  without  sub- 
scriber's consent. 
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ADDRESS 


CITY 


STATE 
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N.Y.  residents,  please  add  applicable  sales  tax.        J 


4SSIH  Dividend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 
Consecutively  Paid 
For  Over  107  Year* 

A  quarterly  dividend  of 
forty-two  and  one-half  cents 
(42V&0)  a  share  will  be  paid 
March  14,  1975  to  stockhold- 
ers of  record  February  7. 
1975. 

SAMUEL   B.   CASEY.    JR. 

President 

M.  W.  Kellogg 
Pullman-Standard 
Pullman  Transport 

Leasing  Company 
Swindell-Dressier 
Trailmobile 


Berry  Metal  Company 
The  Canadian  Kellogg 

Company,  Limited 
Canadian  Trailmobile  Limited 
Empresas  Tecnicas  Asociadas 

Pullman,  S.  A.  (Mexico) 
Heat  Research  Corporation 
Kellogg  Continental  B.  V. 
Kellogg  International 

Corporation 
Mahon  Industrial  Corporation 
F.  C.  Torkelson  Company 
Trailmobile  Finance  Company 
Trailor,  S.  A.  (France} 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIOEND   NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  30C  per  share 
on  the  outstanding  Common  Stock, 
payable  on  March  1,  1975  to  stock- 
holders of  record  on  February  10, 
1975.  The  transfer  books  will  not  close. 
January  30,  1975 

RAMSEY    E.  JOSLIN, 
Vice  President-Financial 
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DIVISIONS  NATIONAL  DISTILLERS  PRODUCTS  CO 
U  S.  INDUSTRIAL  CHEMICALS  CO. 
BRIDGEPORT  BRASS  CO. 
ALMADEN  VINEYARDS.  INC. 
TEXTILE 


s 


BEAT  THE" 


DICE  TABLES  Jrtft 

Make  Dough  . .  .  Like  a  "PRO"      4$?J 
n  all   Legalized  Casinos  ^Tru 


S/f        Double- Your  Money-Back-Guarantee!  /  I  y 

Place  only  5  bets:  All  numbers  are  in  your  favor     ' 
including  7. ..2,  3,  4,  5,  6,  7,  8,  9,  10,  11,  12 
You  win  every  roll! 
Send  For  FREE  Details 
M.  C.  CORBiN  CO.,  Dept.  FO-1 
_P0.  Box  869,  Radio  City  Sta.  N.Y.  10019_ 


Overseas  Commentary 

A  New  Bull  Market 
For  Japan 

By  Walter  Oechsle 


Just  having  returned  from  a  short 
visit  to  Japan,  I  have  good  news  and 
bad  news  to  report.  The  bad  news  is 
that  some  of  the  problems  of  the 
Japanese  economy  that  you've  been 
reading  about  in  the  papers  do  in- 
deed exist  in  some  form.  The  good 
news  is  that  the  bad  news  has  been 
greatly  exaggerated— as  Forbes  re- 
ported in  its  issue  of  Dec.  15  ("Nip- 
pon Psyches  Up  To  Fight  Back"). 

Most  economic  analyses  still  lump 
Japan  with  Italy,  Great  Britain  and 
Denmark  as  the  countries  hardest  hit 
by  the  energy  crisis  and  destined  to 
grapple  with  this  problem  for  years 
to  come.  Well,  as  far  as  Japan  is  con- 
cerned, nothing  could  be  further  from 
the  truth.  It  is,  in  my  view,  emerging 
as  the  strongest  non-Communist  econ- 
omy in  the  world  and  is  likely  to  re- 
tain that  enviable  position  in  the  in- 
definite future.  This  is  still  not  a 
widely  held  view,  but  I'm  convinced 
that  it  will  become  orthodoxy  within 
six  months  or  a  year. 

I  am  not  exactly  unhappy  with  my 
past  economic  and  stock  market  fore- 
casting record  on  Japan.  Only  two  or 
three  years  ago,  when  Japan's  incred- 
ible growth  record  of  the  1960s  was 
being  projected  indiscriminately  and 
indefinitely  into  the  future,  I  cau- 
tioned against  excessive  optimism. 
Now  the  roles  are  reversed.  But  just 
as  it  took  most  of  the  rest  of  the  world 
some  time  to  agree  with  Walter 
Oechsle's  more  moderate  view  of 
Japan's  prospects  then,  so  it  may  now 
take  a  while  for  a  more  optimistic 
and  realistic  appraisal  to  emerge. 
From  the  investor's  point  of  view,  this 
is  all  to  the  good.  The  excessive  op- 
timism in  1972  provided  ample  op- 
portunity to  bail  out  of  an  overvalued 
market.  The  currently  prevailing  pes- 
simism is  equally  reflected  in  an  un- 
dervalued stock  market  that  should 
provide  considerable  investment  op- 
portunities for  some  time. 

But  back  to  the  Japanese  economy: 
A  year  ago  it  seemed  that  inflation 
was  out  of  hand,  as  evidenced  by  a 
jump  in  wholesale  prices  of  nearly 
20%  over  a  mere  three-month  period. 
At  the  same  time,  it  seemed  incon- 
ceivable  that   Japan   would   be   able 

Mr.  Oechsle  is  associated  with  Putnam  Management, 
Boston,  Mass 


to  pay  the  staggering  costs  of  her  im- 
ported energy  requirements.  These 
problems  were  indeed  serious,  but 
their  existence  did  not  escape  the 
Japanese  government.  So  while  most 
governments  went  about  dilly-dally- 
ing and  theorizing  about  oil-induced 
balance-of-trade  problems  versus 
overall  balance-of-payments  consider- 
ations and  "beggar-thy-neighbor" 
policies,  the  Japanese  government  did 
something  about  its  problems.  In  a 
merciless  application  of  "total-de- 
mand management,"  i.e.,  strong  mon- 
etary and  fiscal  restraint,  the  economy 
was  thrown  into  reverse.  From  a 
growth  rate  of  8%  in  real  gross  na- 
tional product  in  1973,  Japan  went 
to  real  growth  of  minus  3%  in  1974. 

Explosive  Earnings  Gains 

The  results?  Japan's  two  biggest 
problems,  the  record  rate  of  inflation 
and  the  balance  of  trade,  have  in  fact 
been  solved.  By  March  the  year-to- 
year  increase  in  the  wholesale  price 
index  will  have  been  pared  to  the  6% 
to  8%  range,  while  the  consumer  price 
index  will  still  be  up  on  the  order  of 
15%,  but  ninning  at  a  much  lower  an- 
nual rate.  Only  a  few  months  ago, 
the  same  figures  were  well  up  in  the 
30s  and  20s,  respectively.  As  to  the 
balance  of  trade:  In  fiscal  1975, 
which  starts  Apr.  1,  there  will  be  a 
surplus  of  at  least  $5  billion  and  pos- 
sibly as  much  as  $10  billion.  This 
means  that  the  government's  tight 
monetary  and  fiscal  policies  now  can 
be,  and  will  be,  relaxed.  It  will  also 
mean  a  return  to  real  GNP  growth 
of  at  least  5%  in  fiscal  1975  and  pos-. 
sibly  as  much  as  8%  to  10%  in  fiscal 
1976.  More  importantly,  for  the  stock 
market  it  should  mean  a  halt  to  a 
two-year  decline  in  profits  by  the 
third-calendar  quarter  of  this  year, 
and  explosive  earnings  gains  by  1976. 

Too  good  to  be  true?  I  do  have 
some  concern  on  this  count  and  won- 
der if  I'm  overlooking  something. 

What  if  the  economy  spirals  out  of 
control  on  the  downside?  Highly  un- 
likely; there  is  so  much  leverage  in 
the  economy  that  it  will  respond  very 
quickly  to  a  change  in  policy. 

What  if  there  is  a  collapse  in  world 
trade,  if  Japan's  trading  partner!  In) 
pose  import  controls?  Again,  very  un 
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likely.  All  the  major  economies  are 
being  reflated.  Moreover,  interna- 
tional petrodollar  recycling  devices 
will  buy  time.  The  net  effect  will  be 
for  the  strong  economies  to  grow 
stronger  and  the  weak  weaker. 

What  if  there  is  an  early  resump- 
tion of  the  inflationary  spiral?  This 
may  be  a  soundly  based  concern,  but 
there  are  mitigating  circumstances. 
Surely  wages  will  go  up  by  some  20% 
in  April,  but  the  wage  content  in  the 
Japanese  economy  is  still  small  and  an 
increase  of  this  magnitude  is  much 
less  inflationary  than  it  would  be  in 
the  U.S.,  for  instance.  It  is  perhaps 
best  to  focus  on  the  fact  that  real  dis- 
posable income  will  increase  by  some 
6%  or  8%  in  fiscal  1975,  which  bodes 
well  for  consumer  spending. 

A  50%  Appreciation? 

Isn't  the  Tokyo  market,  with  its 
"Dow  Jones"  at  3800  (13-14  times 
earnings),  fully  reflecting  the  favor- 
able prospects  for  the  economy?  I 
don't  think  so.  First,  the  quality  of 
Japanese  corporate  earnings  is  higher 
than  in  most  countries.  Second,  if 
you  consider  the  strong  probability  of 
an  earnings  explosion  in  1976  versus 
earnings  prospects  in  many  other 
countries,  the  Japanese  valuation  may 
well  be  modest. 

How  high  can  the  Tokyo  market 
go?  My  guess  is  that  it  could  easily 
go  to  a  new  high  in  1975,  which 
would  mean  nearly  a  50%  gain  from 
current  levels.  Of  course,  many  stocks 
will  do  considerably  better,  and  I 
rather  expect  some  of  my  favorites  to 
be  among  them.  When  I  last  men- 
tioned Japan  favorably  (Forbes, 
Dec.  15,  1974),  I  named  Dai-ei, 
Marui,  Matsushita  Electric  Works, 
Toto,  Tokio  Marine  and  Sumitomo 
Bank.  While  the  overall  market  hasn't 
done  a  great  deal  in  the  meantime, 
these  stocks  have  risen  anywhere  from 
10%  to  25%.  I  still  like  them. 

As  the  bull  market  that  I  envisage 
unfolds,  I  would  also  suggest  going 
somewhat  further  afield  in  future 
months.  Two  stocks  that  many  Ameri- 
cans have  had  bad  experience  with 
are  Sony  and  Matsushita  Electric  In- 
dustries. I  cautioned  against  them 
when  optimism  was  rampant.  Now, 
neither  stock  has  any  American 
friends  left,  and  the  gloom  is  thick. 
Particularly  in  view  of  increased  con- 
sumer spending  power  in  Japan,  pros- 
pects for  a  turnaround  are  quite  good. 
I  suggest  some*  "nibbling"  at  current- 
ly depressed  prices. 

Finally,  if  all  the  above  isn't  enough 
of  a  bullish  story,  the  yen  is  likely  to 
be  one  of  the  stronger  currencies  in 
1975.  So  the  chances  of  compounding 
stock  market  profits  with  currency 
gains  are  another  plus.  ■ 
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278  th  COMMON  DIVIDEND 

A  regular  dividend  at  the  increased  rate  of  Sixty-seven  Cents  (67<?) 

per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  March  1,  1975,  to 

stockholders  of  record  at  the  close  of  business  February  7,  1975. 

Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  President— Finance 
January  28,  1975 

OPERATING  UNITS:  ' 

GALLAHER     LIMITED 

tflamrsTBvJlJram  Jilistillma  (fa. 


^ivUiau*ie- 


/A/C- 


Master  Lock  Company 

DUFFY -MOTT   COMPANY,  INC. 
The  Andrew  Jergens  Company 


visible]  records  inc. 

Sunshine  Biscuits,  inc. 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK,  NY.  10017 


Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

Pipe  Line  Company 

Quarterly  Dividend 
500  per  Common  Share 

Payable  March  15,1975 
Record  February  14, 1975 
Declared  January  29, 1975 

Cyril  J.Smith 
Secretary 


Houston,  Texas 


WHICH 

NO  LOADS 


(no  broker  fee) 


ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


GROWTH  FUND  GUIDE  is  an  advisory  service 
that  tells  you  what  it  thinks  and  why.  No 
doubletalk. 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
charts,  ratings,  risk  and  strength  comparisons, 
and  information  on  Aggr  ssive,  Growth,  Quality 
and  Cash  Haven  Funds. 

SPECIAL  $1  OFFER 

will  bring  you  immediately  by  return  mail 
Our  current  issue  Reg.  $3.00 

+  Bonus  report  No  Load  vs.  Load  Reg.  $2.25 
Simply  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-7B    P.O.  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 


THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 
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GROWTH... 

GROWTH. . . 

GROWTH... 

. .  .  From  a  scrappy  little  pipeline  company  with 
$12  million  of  revenue  in  1962  to  a  diversified, 
integrated  energy  and  pollution  control 
company  with  sales  and  revenues  of  over 
$200  million  in  the  12  months  ending 
September  30,  1974.  There's  more  to  come. 
Write  for  our  latest  report  to  investors. 

mapco 

m  inc. 

1437  S.  Boulder 
Tulsa,  Oklahoma  74119 

SYMBOL  MDA 

NYSE  •  MW'SE  •  PSE 


RJReynolds  Industries,  Inc. 

Common  Stock  Dividend 

A  quarterly  dividend  of  72  cents  per  share  has  been  declared 
on  the  Common  Stock  of  the  Company,  payable  March  5, 
1 975  to  stockholders  of  record  at  the  close  of  business 
February  10,  1975. 

WILLIAM  R.  LYBROOK 
Senior  Vice  President  and  Secretary 
Winston-Salem.  N  C  .  January  16,  1975 

Seventy -Five  Consecutive  Years  of  Cash  Dividend  Payments 

Tobacco  Products  Aluminum  Products 

Food  Products  Packaging  Materials 

Fruit  Beverages  International  Petroleum 
Containerized  Freight  Transportation 


Trends  &Tangents 
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( Continued  from  page  8 ) 
Wrong  Number 

The  automakers  and  the  Environ- 
mental Protection  Agency  made  a  ma- 
jor error  in  their  specifications  for 
1975  cars,  according  to  Gulf  Oil 
President  Z.D.  Bonner,  quoted  in  The 
Oil  Daily.  The  new  cars  were  de- 
signed and  tested  for  use  with  95-  or 
96-octane  gasoline,  while  the  unlead- 
ed gas  now  provided  for  them  is  91- 
octane.  The  result  is  excessive  knock. 
Bonner  estimated  that  an  additional 
half-million  barrels  of  crude  oil  daily 
would  be  needed  to  raise  to  94  the 
octane  rating  of  all  unleaded  gas. 

Boom  Time  In  'Bama 

Getty  Oil  has  turned  coy  these  days 
about  its  huge  gas  find  northeast  of 
Mobile,  Ala.  Its  latest  releases  suggest 
the  producing  zones  are  a  mere  40 
feet  deep  instead  of  the  300  feet  they 
are.  But  there's  no  doubt,  say  oilmen, 
that  Getty  has  a  major  field.  Based 
on  seismographic  mapping  of  the 
area  and  data  from  Getty's  discovery 
well,  the  reserves  could  easily  turn  out 
to  exceed  Exxon's  Jay  oilfield  in  near- 
by Florida,  the  biggest  onshore  U.S. 
discovery  in  years.  No  Prudhoe  Bay 
this,  but  a  bonanza  for  Getty  and  a 
boom  for  Mobile.  Says  a  Mobile  bank- 
er: "I  can't  get  into  the  courtroom 
with  the  crowds  after  leases." 

No  Oak 

Is  Union  Carbide  mounting  a  major 
invasion  of  the  U.S.  light  bulb  busi- 
ness so  long  dominated  by  General 
Electric,  Westinghouse  and  Sylvania? 
No  way,  says  Allan  C.  Egler,  head  of 
Carbide's  home  and  automotive  prod- 
ucts division.  He  sees  Carbide's  re- 
cent move  to  go  into  general  purpose 
lamps  as  "simply  a  test."  More  like- 
ly to  crash  the  party  is  North  Ameri- 
can Philips,  which  is  already  a  pri- 
vate-label supplier  to  Carbide  and 
whose  Dutch  parent,  Philips  Lamp, 
knows  as  much  about  light  bulbs  u 
anybody  on  earth. 

Good  Pickings 

Occidental  Petroleum's  apparent  at- 
traction for  Standard  Oil  of  Indiana 
— Oxy's  coal  and  chemical  business- 
proved  to  be  amply  supported  by 
the  numbers.  Hooker  Chemical  and 
Island  Creek  Coal  brought  in  60% 
of  Oxy's  1974  earnings.  Even  after  an 
inventory  adjustment,  the  subsidiaries 
earned  $103  million  and  $101  million, 
respectively.  And  this  year,  when  most 
oils  expect  earnings  to  fall,  Occidei) 
tal's  two  big  nonpetroleuin  subsidiaries 
might  loom  even  larger  in  the  com 
pany's  earnings  picture.  ■ 
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I  hOUghtS . . .  Business  of  Life 


Beware   of   dissipating   your   powers; 

strive  constantly  to  concentrate 

them.  Genius  thinks  it  can  do 

whatever  it  sees  others  doing, 

but  it  is  sure  to  repent 

of  every  ill-judged  outlay. 

Goethe 


A  man  begins  cutting  his  wisdom 
teeth  the  first  time  he  bites  off 
more  than  he  can  chew. 
Herb  Caen 


The  successful  man  lengthens  his 
stride  when  he  discovers  the 
signposts  have  deceived  him.  The 
weakling  sits  down  and  complains. 
Arnold  Glasow 


Looking  back  on  his  past  crises 
and  turning  points,  a  man  can  see 
clearly  what  big  chances  he  took 
and  how  a  little  bad  luck 
might  have  knocked  him  out. 
William  Feather 


In  my  mind,  talent  plus  knowledge, 
plus  effort  account  for  success. 
Gertrude  Samuels 


There  hath  grown  no  grass  on  my 
heels  since  I  went  hence. 
Nicholas  Udall 


Not  his  job  makes  a  man  little  or  big, 

it  is  himself,  his  spirit, 

his  character.  If  these  be  right, 

then  his  job  will  sooner  or  later 

reflect  the  fact. 

He  will  not  forever  be  kept  down 

when  his  merits  entitle  him 

to  be  raised  up.  The  wait  may  be 

long,  but  it  won't  be  heartbreaking. 

His  inner  consciousness 

of  faithful  effort  will  buoy  him  up. 

Life's  "failures"  do  not  all 

wear  rags;  some  of  the  most  pitiable 

of  them  can  write  their  names 

to  seven-figure  checks. 

The  "successes"  are  not  all 

recognizable  on  sight. 

B.C.  Forbes 


Solitude  is  not  measured  by    , 
the  miles  of  space  that  intervene 
between  a  man  and  his  fellows. 
Henry  David  Thoreau 


Have  you  not  learn'd  great  lessons 
from  those  who  rejected  you 
and  braced  themselves  against  you 
or  who  treated  you  with  contempt 
or  disputed  the  passage  with  you? 
Walt  WHITMAN 


Fortune  turns  round  like  a  millwheel, 
and  he  who  was  yesterday 
at  the  top,  lies  today  at  the  bottom. 
Miguel  de  Cervantes 


There   is  no  shame  in  having  fallen. 

Nor  any  shame  to  being  born 

into  a  lowly  estate.  There 

is  only  shame  in  not  struggling 

to  rise.  And  also  shame  for 

not  wishing  to  attain  the  better. 

Or  not  dreaming  about  it 

and  praying  for  it. 

S  wiuel  Amali* 


The  gent  who  wakes  up 
and  finds  himself  a  success 
hasn't  been  asleep. 
Wilson  Mizner 


I  will  study  and  get  read) 

and  someday   my   chance   will   come. 

Abraham  Lincoln 


Habits  change  into  character. 
Ovid 


There  is  luxury  in  self-reproach. 
When  we  blame  ourselves, 
we  feel  no  one  else 
has  a  right  to  blame  us. 
Oscar  Wilde 


My  message  to  you  is: 
Be  courageous.  I  have  seen  main- 
depressions  in  business. 
Always  America  has  emerged  from 
these  stronger  and  more  prosperous. 
Be  brave  as  your  fathers  were 
before  you.  Have  faith!  Go  forward! 
Thomas  Alva  Edison 


Systems  die— instincts  remain. 
Oliver  Wendell  Holmes 


That  which  goeth  up 
must  needs  come  down;  and  that 
which  is  down  must  needs  go  up. 
But  Brahma  has  ordained 
that  the  that  that  goeth  up 
is  seldom  the  same  as  the  that 
that  hath  gone  down. 
Gautama  Sayamuni 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
8%;  New  York  City,  8%.) 


A  Text . . . 


Sent  in  by  Dolly  Varden  Erickson,  Den- 
ver, Colo.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


But  this  I  say,  He  which  sourth  gpar- 
ingly   shall  reap   also   sparingly;   and 
he    which    soweth    bountifully    shall 
reap  also  bountifully. 
II  Corinthians  9:6 
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adillac  is  no  stranger  to  hard  work. 


<       perating  efficiency  of  a  Cadillac  makes  as  much  sense  today  as  it  did  for  the 

-man  in  the  days  of  the  1933  five-passenger  Cadillac  Phaeton.  Perhaps  even  more. 
And  in  these  times,  it's  good  to  know  that  Cadillac  for  1975  offers  improved  efficiency 
that  results  in  reduced  overall  operating  costs.  Plus  Cadillac  resale  . . .  traditionally  one  of  the 
highest  of  all  U.S.  cars.  It's  all  part  of  Total  Cadillac  Value.  And  that  goes  with  you  wherever 
your  business  takes  you.  Cadillac.  Then  and  Now.  . .  an  American  Standard  for  the  World. 


Cadillac  C-^'75 
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Cadillac  Motor  Car  Division 
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If  you  were 
20  years  youngei; 

would  you  take  this 
"reaeflustment"  tying  down? 


Would  you  cancel,  shrink,  reduce?  Maybe 
you  tell  yourself  you're  "being  conservative!' 
exercising  "good  management!' 

Are  you  sure  it  isn't  those  recent  added 
years? 

There  are  always  a  few  companies  who 
turn  a  today's  readjustment  into  tomorrow's 
opportunity.  Now  when  it  won't  disrupt 
their  quieter  plants,  they  get  rid  of  machines 
they've  clung  to  — they  modernize  equipment. 

That  cuts  costs  on  today's  production  and 
so  helps  them  get  more  of  whatever  business 
there  is  now.  And  it  puts  them  in  the  low- 
cost  position  of  being^the  most  favorable 
bidder  as  business  turns  upward. 

America  is  still  young  —  it  rewards  the 
courage,  the  aggressiveness  of  youth ...  If 
you  were  20  years  younger,  would  you  take 
this  readjustment  lying  down,  or  would  you 
modernize,  and  be  ready  for  a  greater 
tomorrow? 


Teaming  a  highly  versatile  Warner  &  Swasey  N/C 
turret  lathe  with  a  W&S  numerical  control  and 
on-line  part  program  editor  increases  productive 
machine  hours.  Plugging  into  the  control,  the 
portable  editor  lets  shops  debug  and  optimize 
their  control  tapes  right  at  the  machine. 


This  advertisement  first  appeared  in  1954.  Since  then  the  men  and  companies  who  did  not  take 
that  readjustment  lying  down  have  had  the  greatest  boom  and  growth  and  prosperity  of  all  time. 
And  we  have  just  paid  our  100th  consecutive  quarterly  cash  dividend. 


THE  WARNER  &  SWASEY  COMPANY 

Executive  Offices    1 1000  Cedar  Avenue.  Cleveland.  Ohio  44106 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 


Only  one 

U.S.  airline 
can take  you 

to  all  these 

places 

Europe 
Asia 
Africa 
Australia 
South  America 
North  America 

It  doesn't  look  like  much  72  countries  on  6  continents,  ning  to  get  out  into  the  world, 

of  a  list.  But  where  else  can  we  can  probably  take  you  when  ask  your  travel  agent  to  put  you 

you  go?  it's  most  convenient.  on  Pan  Am. 

So  choosing  an  airline  for  (Just  about  every  two  The  only  U.S.  airline  t  hat 

your  trip  abroad  should  be  a  minutes,  somewhere  in  the  flies  to  all  of  it. 

very  simple  task.  world,  a  Pan  Am  jet  is  either  ^^  _^-  __  _-    -^  w^jm 

Because  not  only  can  we  taking  off  or  landing.)  wHWW  ^"^l^^l 
take  you  to  any  of  109  cities  in              So  next  time  you're  plan-  The  Spirit  of  7  5 . 

See  your  Travel  Agent. 
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Unfortunately,  the  chances  of  your  pension  plan 
taking  "early  retirement"  are  greater  than  ever  before. 

Simply  because  pension  planning  has  become  so 
complex:  growing  union  demands,  spiraling  inflation  costs, 
ever-changing  legislation.  All  good  reasons  for  a  growing 
company  to  seek  out  the  best  possible  pension  advice  and 
counsel.  As  offered  by  the  consulting  actuarial  division 
of  Alexander  &  Alexander  Inc. 

Through  first-hand,  in-person  consulting,  our  fully 
qualified,  professional  actuaries  can  show  your  company 
how  to  make  the  most  of  today's  changing  trends— and 
more  important,  tomorrow's. 


The  whole  idea  being:  to  help  your  company  pinpoint 
the  right  level  for  its  pension  costs,  streamline  its  plan 
administration,  and  let  you  get  the  most  out  of  your 
company's  hard-earned  money. 

.    For  more  information  on  pension  planning  and  other 
employee  benefits,  talk  to  us. 

We're  Alexander  &  Alexander.  Consulting  actuaries 
and  employee  benefit  specialists.  Risk  managers  for 
business  and  industry  worldwide.  Insurance  brokers,  agents 
and  consultants. 

Alexander  &  Alexander  Inc.,  Information  Services, 
Dept.  B,  1185  Avenue  of  the  Americas,  New  York,  N.  Y  10036 
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Side  Lines 


The  Harder  You  Try,  The  Worse  It  Gets   - 

A  well-meaning  friend  recently  suggested  that  Forbes  Staff  Writer 
David  Warsh,  a  2-packs-a-day  man,  should  give  up  smoking.  "You're  right," 
Dave  replied,  "but  I  can't  give  it  up."  That  set  Warsh  to  thinking. 
Wasn't  his  friend  giving  him  the  same  kind  of  advice  most  bankers  and 
economists  give  our  politicians— advice  which  may  be  theoretically  sound 
but  is  thoroughly  impractical?  Like,  for  example,  curing  inflation  by  hav- 
ing unemployment.  The  politician  who  tries  it  has  nothing  to  lose  but  his 
office;  he  gets  tossed  out  on  his  ear. 

Warsh  was  working  on  a  Forbes  assignment,  which  was:  Find  out  if 
inflation  is  truly  slowing  down.  He  quickly  came  to  the  conclusion  that 
it  probably  isn't— precisely  because  the  public  and  the  politicians  are  more 
afraid  of  the  conventional  unemployment  cure  than  of  the  disease.  "Which 
got  me  to  thinking,"  says  Warsh,  "that  since  the  logical  cure  isn't  practical, 
then  it  really  isn't  any  cure  at  all."  Warsh,  a  30-year-old  Harvard  alumnus, 
began  searching  for  unconventional 
theories  about  inflation.  He  discovered 
the  work  of  two  little-known  but  re- 
spected economists,  Earl  J.  Hamilton, 
now  retired  from  the  University  of 
Chicago;  and  Phelps  Brown,  retired 
from  the  London  School  of  Econom- 
ics. Unlike  most  economists,  these  two 
men  take  an  historical  approach  to 
their  subject;  instead  of  dealing  in  ab- 
stractions they  are  more  interested  in 
finding  out  what  actually  happened, 
and  then  figuring  out  how  and  why. 
Brown  is  convinced  that  the  current 
inflation  is  quite  different  from  past 
inflations  he  has  studied.  Hamilton  is 
the  man  who  argued  convincingly  that 
inflation  is  what  made  modern  capi- 
talism possible— the  inflation  that  re- 
sulted when  the  Spanish  treasure  gal- 
leons began  pouring  the  wealth  of 
the  Americas  into  Europe's  primitive 
16th-century  economy. 

Our  essay  on  inflation,  which  draws 
heavily  from  Phelps  and  Hamilton 
("Is  Depression  The  Only  Cure  For 
Inflation?"),  begins  on  page  20.  By 
the  way,  if  you  are  wondering  wheth- 
er David  Warsh  has  given  up  smoking,  the  answer  is  no:  Under  the  strain 
of  the  story,  he  began  smoking  more.  That  too  is  like  inflation:  The  harder 
you  fight  it  by  conventional  means,  the  worse  it  seems  to  get. 

For  a  more  conventional  analysis  of  what  to  do  about  inflation,  see 
Senior  Editor  Geoffrey  Smith's  interview  with  Economist  Karl  Brunner  on 
page  34.  Brunner  is  horrified— and  so,  he  says,  are  most  European  bankers 
—with  the  U.S.  Federal  Reserve's  failure  to  take  a  stronger  stand  against 
expanding  the  money  supply.  With  just  a  little  self-control,  Brunner  be- 
lieves, inflation  could  have  been  licked  a  long  time  ago. 

On  an  upbeat  note,  take  a  look  at  Staff  Writer  Paul  Gibson's  story  on 
"Quebec:  Texas  Of  The  North"  on  page  51.  An  upbeat  story  on  Quebec 
may  surprise  some  people.  Perhaps  they  remember  the  Quebec  of  the  Thir- 
ties, when  times  were  so  bad  many  workers  walked  to  the  U.S.  in  search  of 
jobs.  Then,  too,  they  may  recall  the  recent  newspaper  stories  about  the 
violent  separatist  movement.  But  Gibson,  who  came  to  Forbes  from  Can- 
ada, writes  that  bad  times  and  bad  politics  are  largely  things  of  the  past. 
Modern  Quebec  boasts  of  rich  resources,  current  political  stability  and 
plenty  of  room  to  grow.  Plenty  of  U.S.  businessmen  seem  to  agree.  ■ 
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If  you're  planning  a  move,  let  us 
help.  We  have  the  largest  source 
of  plant  site  information  in  the  area. 
And  we'd  like  to  share  it  with  you. 

We  serve  250,000  square  miles 
of  Texas  and  Southern  Oklahoma. 
Our  people  live  and  work  in  574 
communities  in  the  area.  So  we 
know  the  territory.  Intimately. 

For  your  convenience,  we  main- 
tain a  Site  Information  Center.  It's 
crammed  with  useful  current  plant 
site  data. 

We  can  provide  objective  infor- 
mation on  communities,  labor, 
taxes,  energy,  transportation— or 
any  of  the  factors  that  make  this 
such  a  desirable  area. 

So  drop  us  a  line.  Tell  us  what 
you  need.  You'll  find  our  staff  of 
skilled  professionals  will  handle 
your  inquiry  promptly.  And  in  con- 
fidence. 

Contact  Robert  E.  Kimbrel,  Director, 
Area  Development,  301  S.  Harwood 
Street,  Dallas,  Texas  75201  Phone 
214/741-3711. 
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Lone  Star  Gas 
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Trends  &Tangents 


Foreign 


Great  Powers . . . 

A  hint  at  the  eventual  level  of  the 
world  price  of  oil  came  recently  from 
two  surprisingly  different  sources.  The 
Soviet  Union,  which  supplies  its  East 
European  client  states  with  oil,  noti- 
fied East  Germany  and  Czechoslo- 
vakia that  the  price  was  going  up— 
but  not  up  to  the  current  level  of 
Middle  Eastern  crude,  some  $10.50  a 
barrel.  The  Russians  plan  to  charge 
the  Comecon  nations  a  price  per  bar- 
rel of  around  $7,  perhaps  for  the 
duration  of  the  next  Five-Year  Plan 
(1976-80).  Soviet  supplies  to  East 
Europe  are  linked  to  world  prices  for 
commodities,  hence  the  $7  price 
brought  a  question  of  why  the  Rus- 
sians chose  that  particular  figure. 
There  was  no  response. 

. .  .Think Alike 

Meanwhile,  U.S.  Assistant  Secre- 
tary of  State  for  Economic  and  Busi- 
ness Affairs  Thomas  O.  Enders 
stopped  off  in  London  en  route  from 
a  meeting  of  the  International  Energy 
Agency  in  Paris.  The  IEA  is  the  Un- 
supported group  of  oil-consuming  na- 
tions to  which  Henry  Kissinger  has 
recently  proposed  the  fixing  of  a  floor 
price  for  oil,  to  protect  development 
of  alternative  energy  sources  from  be- 
coming suddenly  uneconomic  in  the 
event  of  a  drastic  fall  in  the  price  of 
oil,  now  in  severe  oversupply.  Enders 
was  asked  which  of  two  possibilities 
the  U.S.  favored:  oil  prices  down  ab- 
solutely, or  down  only  to  a  certain 
level— say,  $7?  His  answer:  "Prices 
can  be  brought  down  only  to  a  de- 
gree—certainly well  below  the  current 
$11,  but  well  above  the  old  $3  price. 
Somewhere  in  the  middle  there  you 
get  a  balance  of  the  interests  of  con- 
sumers and— this  is  very  important— 
of  the  producing  nations,  too."  The 
"middle"  between  $11  and  $3  is 
mighty  like  $7. 


Business 


Dig  You  Needn't 

The  use  of  polyethylene  pipe  as 
slip-lining  for  deteriorating  metal  or 
tile  sewer  pipes  may  end  the  incon- 
venience and  expense  of  digging  up 
streets  to  make  sewer  repairs.  The 
flexible  high-density  pipe,  which  is 
extremely  resistant  to  sewer  gases  and 
liquids,  is  inserted  into  existing  pipe 
through  small  excavation  sites,  and 
thereby  completely  renovates  the  line 


with  a  minimum  of  digging.  Phillips 
Petroleum  has  developed  a  rig  that 
fuses  pipe  joints  on  the  site  and  can 
be  used  on  major  lines  up  to  60  inches 
in  diameter.  One  southwestern  city 
found  that  slip-lining  with  the  Phillips 
gear  and  pipe  reduced  repair  time 
on  a  one-mile  sewer  line  from  one 
year  to  80  workdays. 

Clean  Coal? 

Don't  hold  your  breath,  but  the 
first  successful  industrial  effort  to  re- 
fine coal  using  the  solvent  process  is 
currently  undergoing  advanced  test- 
ing in  a  Wilson ville,  Ala.  pilot  plant 
designed  by  Catalytic,  Inc.,  a  Phila- 
delphia engineering  group.  The  pro- 
cess takes  pulverized  coal,  dissolves  it 
into  a  liquid,  and  subjects  the  mixture 
to  high  pressure  and  temperatures. 
The  finished  product  is  cleaner;  the 
significant  reductions  in  both  sulphur 
(3%  to  0.6%)  and  ash  content  (12% 
to  0.15%)  make  expensive  pollution 
control  devices  unnecessary.  And  the 
resulting  product  has  a  uniform  heat 
content  of  16,000  BTUs  per  pound, 
vs.  unrefined  coal's  12,000.  The  hitch 
is  the  price.  Present  estimated  add-on 
cost  for  the  process  is  60  cents  per 
million  BTUs,  a  38%  increase  over  un- 
refined coal.  A  spokesman  concedes, 
"The  process  won't  be  economical  for 
at  least  ten  years."  ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  Q  1  year  $  1 5.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 
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City 


State 
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\buTl  find  us  where  you 
won't  find  every  other  bank. 


There  are  117  C&S  banks  in  12 
Georgia  markets,  52  Georgia  corre- 
spondent associates  and  488  banking 
correspondents  in  the  Southeast. 


So  when  you  deal  with  us  in 
Georgia  or  the  Southeast,  you  can  be 
sure  were  where  you  are  —  and  where 
a  lot  of  other  banks  aren't. 

Here  are  a  few  more  good  reasons 
to  bank  with  C&lS: 
We've  invested  over  $800 
million  in  the  Southeast  to  help 
keep  consumers  consuming. 

We've  made  it  our  business  to  keep 
retail  business  moving  in  our  area. 
Not  only  with  a  full  range  of  con- 
sumer loan  services— but  also  with 
our  11,000  merchant-member  Charge 
Card  Service.  Other  C&S  sales- 
building  services  include  factoring, 
floorplan  loans,  term  loans  to  busi- 
nesses and  receivables  financing. 
We  offer  a  full  range  of  inter- 
national services  for  Southeastern 
operations. 

With  offices  in  Peru,  Colombia, 


Nassau,  Brazil,  Costa  Rica,  Singapore, 
New  York,  New  Orleans  and  Miami 
we're  in  a  great  position  to  help  you 
with  foreign  sales  and  purchases. 
Our  float-saving  cash  action  plans. 

C&S  has  been  a  leader  in  cash  man- 
agement for  well  over  20  years,  offer- 
ing services  ranging  from  automated 
collection  and  disbursement  to  elec- 
tronic funds  transfer.  Today,  we're 
providing  tailored  service  to  500  firms 
for  an  annual  volume  of  $15  billion. 
After  helping  locate  750  new 
plants,  we're  on  familiar  ground 
in  Georgia. 

We  offer  a  statewide  plant-location 
service.  Call  on  our  Industrial 
Development  Department  for  com- 
plete information  on  site  facilities 
from  Alma  to  Zebulon. 
The  scope  and  services  of  a  major 
regional  hank. 

With  assets  of  over  $3  billion  and 
a  staff  of  5,500,  C&lS  offers  the  skills 
of  experienced  specialists  and  indi- 
vidualized service  to  help  you  with 
all  your  banking  needs. 

These  are  just  some  of  the  reasons 
why  82  of  the  top  100  U.S.  corpor- 
ations have  already  chosen  C&lS.  If 
your  firm  is  not  now  banking  with 
C&lS,  let's  talk. The  Citizens  and 
Southern  National  Bank,  99  Annex, 
Atlanta,  Georgia  30399. 


The  Citizens  and  Southern  Banks  in  Georgia 
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Members  FDIC 


The  Thrifty  Special  Account. 

Your  staff  will  like  it. 
Your  stockholders  will  love  it. 

You,  or  anyone  on  your  staff  who  uses  a  rented  car,  will  enjoy 
the  friendly  service  that's  made  Thrifty  a  favorite  rent-a-car 
company.  When  you  arrive  by  air,  give  Miss  Thrifty  a  call. 
By  the  time  you  claim  your  baggage,  there  will  be  a  car 
waiting  for  you  just  outside.  Relax  as  you  ride  out  of  the* 
airport  congestion  to  Thrifty's  nearby  office.  We'll 
load  your  bags  into  the  clean,  new  car  you  select 
(Thrifty  rents  all  sizes)  and  you're  ready  to  go. 

Your  stockholders  will  appreciate  the  greater  savings 
that  Thrifty  Special  Accounts  receive.  Thrifty's  rates  to 
the  general  public  are  already  lower  than  our 
competitors'  discounted  rates.  But  with  a  Thrifty 
Special  Account,  your  company  saves  even  more.  For 
example,  look  how  much  you  save  when  you  rent  a 
new  Chevrolet  Malibu  Classic  (or  similar  car)  under 
your  Thrifty  Special  Account  compared  to  the  major 
competitors'  discounted  rates  for  the  same  car: 

you  save  $4.40  when  you  drive  40  miles— 

you  save  $6.50  when  you  drive  75  miles  — 

you  save  $11.00  when  you  drive  150  miles. 

They  would  have  to  give  you  a  discount  up  to  40%  or  more 
to  match  Thrifty  Special  Account  Rates! 

Yet  even  with  all  this  savings,  your  Thrifty  Special  Account 
gets  you  a  new  car,  fully  equipped  with  air  conditioning. 
Thrifty  pays  for  all  gasoline.  And  you  get  ONE  MILLION 
DOLLARS  combined  single  limits  Public  Liability  and 
Property  Damage  Insurance  with  your  Special  Account. 

Don't  you  owe  it  to  yourself,  your  staff  and  your  stockholders  to  investigate 
further? 

Simply  use  the  coupon  below  or  write  on  your  letterhead  giving  us  the  brief 
information  requested  in  the  coupon.  By  return  mail,  you'll  receive  complete 
information  and  everything  you  need  to  qualify  your  company  for  all  the 
benefits  of  a  Thrifty  Special  Account.  Take  a  minute  right  now  to  let  us  hear 
from  you. 


Thrifty 

■  RENT-A-CAR 

Thrifty  Rent  A-Car  System,  Inc 
2430  North  Sheridan  Road 
Tulsa.  Oklahoma  74151 


Please  send  me  the  Special  Accounts  information  my  company  needs   I  understand 
we  are  under  no  obligation  by  making  this  request. 

Name 


Title. 


Name  of  business. 
Business  address^ 
City 


State 


Zip  code 


Readers  Say 


Get  Off  Our  Duffs 

Sir:    Re    your    articles    about    the  1 
uranium    cartel     (Jan.    15,    Feb.    2). 
Not  too  many  years  ago,  prospecting 
for  uranium  was  the  rage  in  this  coun- 
try.   So    much    so    that    our    Govern-  I 
ment,    after    stockpiling    uranium    in 
quantities,    lost    interest    in    new    ore    | 
finds.    Prospecting    waned.    Now    we 
are   advised   that   our   country    hasn't 
sufficient    uranium    for    future    needs. 
How  can  we  be  so  sure?  Instead  of 
sitting    on    our    duffs    worrying,     we 
should  be  dusting  off  our  Geiger  coun- 
ters and  do  some  more  prospecting. 

-Maurice  M.  Long 
Venice,  Fla. 

Other  Energy  Sources 

Sir:  Re  your  editorial  comment 
that  "we've  just  one  major  way  to 
go  ...  To  coal"  (Feb.  1).  What 
about  the  sun,  the  wind,  \\  a\  es.  re- 
cycling garbage? 

—  Marty  Loj  WS 
Lincoln,  Neb. 

Texan  Anger  Upon  Us 

Sir:  Re  "The  Sheiks  Ot  Texas  Are 
Upon  Us"  (Feb.  1).  Did  it  ever  oc- 
cur to  yon  that  if  the  states  along 
the  Atlantic  coastline  and  the  Pacific 
would  consent  to  "befoul"  their  shore- 
lines—as  Texas  and  Louisiana  have 
done— they  might  not  need  to  watch 
us  Texans  "licking  our  chops  oxer 
oil  money? 

— Dorothy  Lode  b 

San  Antonio.  Tex. 

Sin;  Tears  came  to  ni\  exes  as  you 
painted  a  picture  of  shivering  New 
Englanders  envying  the  new  wealth 
of  Texans.  Aren't  these  the  same 
people  who  were  offered  a  splendid 
new  oil  refinery  a  year  ago  to  process 
the  foreign  oil  they  love  so  well?  The) 
turned  down  the  offer  with  indigna 
don:  it  would  spoil  the  \  lew. 

— Wool  mow  \\  mi  i  ESID1 
( k>nzales,  I ex-. 

Felix  The  Fox? 

Sim  Felix  ltoh.it x  n's  suggestions  l<>r 
hailing   out    ailing   corporations    <   V\    / 

See   It.    Feb     />>    are   akin    to   that    ol 

a   fox   suggesting  the   farmer  restock 
his  chicken  house. 

I;  (     \i  si  i\ 

(  !<  Iimiliiis.  (  )ln<< 

Sad  Reading 

SlH:     I    wafl    saddened    to    lead    \ « mi 

Interview  with  General  Motors  new 
chairman,  Elliott  M.  Estes  I  Feb.  1 1 
Apparent!)  to  the  ( IM's  mind,  nothi 

niiniii  (I  on  page  70) 
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BILLIONS  OF  BARRELS 

OF  OIL  MAY  BE  WAITING  UNDER 

ICEBERG  ALLEY. 

WE'RE  MOVING  MOUNTAINS  TO  GET  IT. 

Mountainous  icebergs,  as  tall  as  20-story  buildings  and 
two  city  blocks  wide,  break  away  from  glaciers  in  the  Arctic  and 
stampede  down  the  coast  of  Labrador.  Anyone  with  a  drill  rig 
bobbing  in  their  path  puts  30  to  50  million  dollars  on  the  line. 

But  we're  there,  with  our  partners.  We  follow  the  icebergs 
for  miles  on  radar.  We  plot  their  drift,  pray  for  good  winds  and 
favorable  currents,  and  if  necessary,  tow  them  with  tugboats  till 
we're  sure  they'll  pass  out  of  range.  Then  we  drill. 

Our  exploration  program  has  just  begun  in  Iceberg  Alley. 
Canadian  surveys  estimate  a  possible  21-billion  barrel  potential. 
Although  these  estimates  have  a  high  degree  of  uncertainty,  we 
feel  the  potential  justifies  the  risk— or  we  wouldn't  be  there. 

We  didn  t  set  out  to  move  mountains  in  the  beginning. 
But  the  days  of  cheap  and  easy  oil  are  gone. 

Almost  everywhere  we  look— Labrador,  the  Arctic,  the 
North  Sea— it's  move  mountains,  or  do  without  the  oil. 

So  where  the  potential  is  great  and  profitable,  we  do 
what  we  have  to  do. 

You'll  be  hearing  from  us. 

FOLLOW  THE  SUN  B 


Sun  Oil  Company,  St  Davids.  Pennsylvania 


What  Cash  Flow  Insurance  gives  you 
that  regular  insurance  doesn't. 


subject  to  t] 
Pursuant  to 


*nd  pro. 


Loss  Control  Services  to 
help  prevent  accidents  in- 
stead of  just  paying  after 
they  happen. 


Counseling  on  the  im- 
pact of  the  Consumer 
Product  Safety  Act. 


i  Engineering  assistance 
to  help  improve  your  pack- 
aging and  cargo  handling, 
so  your  product  gets  where 
it's  going  in  good  condition. 


Specialized  financial 
services  to  help  you  raise 
capital  by  certifying  your 
inventory  and  accounts 
receivable. 


Professional  appraisal  to 
make  sure  your  property  is 
insured  for  its  full  current 
value. 


Professional  help  in  find- 
ing markets  for  distressed 
or  damaged  merchandise. 


Rehabilitation  teams 
who  can  help  you  get  acci- 
dent victims  back  to  a  pro- 
ductive life  again. 


[  ram  Aweww) 
itnwvuf  §  agent/ 


Cash  Flow  Insurance  is  a  new  insurance 
concept  developed  by  INA.  It  protects  your  physi- 
cal assets,  just  like  regular  insurance. 

It  can  also  help  protect  your  cash  flow  posi- 
tion, with  a  unique  array  of  optional  insurance- 
related  services  and  products. 

The  illustration  above  shows  a  few  of  them. 
For  more  information  contact  your  local  INA 
agent.  He's  listed  in  the  Yellow  Pages. 

II  PAYS  IO  USE  IMACINIUION' 


INSURANCE  COMPANY  OF  NORTH  AMERICA  •  LIFE  INSURANCE  COMPANY  OF  NORTH  AMERICA  •  PACIFIC  EMPLOYERS  CROUP 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


I  HOPE- 1  HOPE- 1  HOPE- 1  HOPE  - 1  HOPE 

The  stock  market's  reputed  to  go  down  long  before  the 
economy  does,  and  to  start  up  considerably  before  busi- 
ness does.  And  in  the  past  that's  been  mostly  true. 

Pray,  please,  that  that's  so  this  time. 

THE  PRESIDENT 

is  beginning  to  act  like  it. 


SO   MUCH   HAS   BEEN   SAID  AGAINST   FORD'S 


tax  and  energy-use  reduction  programs,  that  one  might 
be  tempted  to  think  there  must  be  something  to  be  said 
for  them.  But  as  Dwight  D.  Eisenhower  once  said  in 
quite  another  connection,  "If  you  give  me  a  week  I  might 
think  of  one." 

There's    no    question    that    Ford    has    bitten    a    bullet, 
all    right;    the    bullet    he    bit    seems    to    have    gone    off 


in  his  mouth  and  to  have  been  the  wrong  one,  anyway. 
We  continue  to  think  that  a  sizably  increased  gaso- 
line tax  (with  a  rebate  or  credit  for  lower-income  groups 
and  essential  users)  will  achieve  the  vitally  needed  re- 
duction in  oil  imports  without  raising  prices  connected 
with  all  other  energy-dependent  services  and  products. 
Also,  higher-incomers  shouldn't  share  in  any  tax  reduction. 


NOT  A  DIRTY  BUSINESS 


To  coin  a  phrase,  let's  not  throw  the  baby  out  with 
the  bath  water  during  the  Presidential  and  Congressional 
investigations  of  the  CIA. 

It's  not  bad,  it's  good  that  most  in  charge  of  both 
groups  understand  the  absolute  necessity  for  this  coun- 
try's President  and  heads  of  the  Defense  and  State  De- 
partments to  know  what's  going  on  in  a  world  that  can 
be  literally  exploded  any  minute  of  every  day. 

Counterintelligence  cannot  be  confined  to  cloak-and- 
dagger  microfilmers  or  film-y  blondes  bobbing  about  be- 
hind the  curtains  of  foreign  chancelleries.  Terrorists  and 


terrorism  are  unprecedentedly  potent  in  the  world  of  pow- 
er, politics  and  economics  today.  Traditionally  nice, 
dark-glassed  spies  with  upturned  trench-coat  collars  can't 
penetrate  such  multitudinous  tiny  cells  operating  all 
over  the  globe. 

Abhorrence  for  the  invasion  of  personal  privacy  and  a 
firm  belief  in  individual  freedom  brought  forth  this  nation 
200  years  ago,  and  we  aren't  about  to  let  anyone  Wa- 
tergate them.  But  a  CIA  and  an  FBI  doing  their  thing— 
with  the  utmost  secrecy  to-  be  effective— is  not  dirty  busi- 
ness but  essential  business. 


WHAT  ARE  DIRECTORS   SUPPOSED   TO   DO  ANYWAY? 


To  be  a  corporation,  a  board  of  directors  is  required. 

Other  than  agreeing  about  the  legal  necessity  of  them, 
though,  there's  mighty  little  agreement  about  what  di- 
rectors are  supposed  to  do.  Their  duties,  responsibilities, 
treatment  seem  to  run  the  gamut  from  little  or  nothing 
to  much  or  too  much. 

A   while   ago   the   SEC   set   out   to   provide   guidelines 


for  them.  After  working  for  months  mid  a  mounting  moun- 
tain of  memoranda  on  the  subject,  the  SEC  has  given 
up.  It  turned  out  that  this  attempt  to  spell  out  directors' 
duties  would  be  too  complex  to  be  workable. 

But  Chairman  Ray  Garrett  Jr.  summed  the  whole  thing 
up  most  well  and  simply:  A  corporation  director's  job  is  to 
protect  stockholders,  not  management. 
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IN  THE  AFTERGATE  OF  WATERGATE 


Corporate  political  campaign  contributions  should  not 
be  the  only  Giving  gone  over. 

In  relation  to  what  Organized  Labor  gives  to  Congres- 
sional and  Presidential  candidates  and  national  parties 
(probably  90%  or  more  of  these  multimillions  go  to  Dem- 
ocrats), the  "donations"  of  businesses  and  businessmen  are 
very  small  peanuts.  And  it  has  been  clearly  established 
time  and  again  that  Labor  indeed  gets  what  it  pays  so 
much  for-Congressional  votes  for  the  legislation  it  wants, 
and  the  influence  to  head  off  before  the  Pass  of  legislation 
it  doesn't  want  (like  anything  tending  toward  treating 
business  and  unions  equally). 

I'd  earnestly  urge  Congressmen  to  read  that  extraor- 
dinarily revealing  book,  The  Hundred  Million  Dollar  Pay- 
off, by  Douglas  Caddy  (Arlington  House,  81  Centre  Ave- 


nue, New  Rochelle,  N.Y.  10801,  $8.95). 

Illegal  contributions  by  companies  to  the  last  Nixon 
Presidential  campaign  have  been  documented  and  prose- 
cuted. Mr.  Caddy  documents  the  far  vaster  scale  of  Or- 
ganized Labor's  contributions,  which  he  states  are  for  the 
most  part  "illegal  and  form  ample  basis  for  prosecution." 

All  caring  Americans— that  includes  us  businessmen,  you 
know— should  read  it,  not  to  weep  but  to  react  and  act. 

What's  good  for  the  goosed  is  good  for  the  goosers. 

Federal  financing  of  Presidential,  Senatorial  and  Con- 
gressional campaigns  would  do  much  to  eliminate  "undue 
influence"  (what  a  gracious  understatement)  of  Organized 
Labor  as  well  as  of  Big  Business.  It  might  even  result  in 
those  on  Capitol  Hill  being  able  more  times,  or  at  least 
sometimes,  to  vote  their  minds  and  consciences. 


THE   LITTLE   BLACK  BOX 


Following  the  crash  of  any  passenger  airliner,  a  small, 
well-nigh  indestructible  black  box  is  recovered  whenever 
possible,  and  from  it  comes  key  clues  to  the  cause.  In  addi- 
tion to  recording  technical  flight  data  on  speed  and  alti- 
tude, it  records  pilots'  cockpit  conversation.  At  times  on 
these  tapes  are  hasty  words  concerning  impending  disaster, 
with  no  time  to  radio  the  details. 

These  tapes  also  monitor  the  pilots'  verbal  flight  checks 
that  are  a  required  prelude  to  every  takeoff  and  landing. 
Occasionally  they  reveal  that  those  safety  procedures  were 
not  followed,  and  that  that  failure  was  a  major  cause  for 
ensuing  fatalities. 


In  most  instances  the  procedures,  the  regulations,  are 
fully  sufficient— if  followed. 

Wouldn't  it  be  advisable  to  examine  frequently,  at 
random,  these  little  black  boxes  before  instead  of  only 
after  crashes?  Pilots,  superb  and  experienced  as  these 
professionals  are,  also  are  as  human  as  the  rest  of 
us,  as  prone  sometimes  to  be  bored  with  repetitious 
procedures. 

If  at  any  time  any  scheduled  airliner's  little  black  box 
might  be  listened  to  by  FAA  inspectors,  the  added  im- 
petus to  go  by  the  book  might  help  save  passenger  and 
pilot  lives. 


ASTROLOGY 

isn't  something  I'm  into,  but  while 
awaiting  the  transatlantic  balloon  at- 
tempt, the  Los  Angeles  Times  Jan.  1 
column  on  the  subject  under  my  sign, 
Leo,  advised: 

"Find    cheaper    and    faster    forms 
of  transportation." 


3  J         <r> 


,  ..  Qk$P»Y> 


i: ii       ,. ■■ ilon  of  NKA.   Inc. 

"Look  Mom— Malcolm  Forbes!" 


DON'T  MISS   "THE  TOWERING   INFERNO"! 

It'll  have  you  in  a  heat  matching  the  Tower's.  Despite  ing  so  villainous,  you'll  be  applauding,  hissing  and  sighing 
the  impossible  heroics  of  Fire  Chief  McQueen  and  Tower  as  if  it  were  really  happening.  The  Special  Effects  man 
architect  Newman,  and  the  impossibility  of  the  villain  be-       for  this  surefire  Smash  deserves  a  solid  gold  Oscar. 


FAILURE  IS   SUCCESS 

if  we  learn  from  it. 
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REPEATING   MISTAKES 

is  more  likely  than  profiting  from  them. 


-Malcolm  S.  Forbes, 

Editor-in-Chiel 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Security  and  Freedom 

In  the  world  in  which  we  live,  be- 
set by  continuing  threats  to  our  na- 
tional security,  it  is  vital  that  we 
maintain  an  effective  intelligence  and 
counterintelligence  capability.  This 
capability  is  fundamental  in  provid- 
ing the  safeguards  that  protect  our 
national  interests  and  help  avert 
armed  conflict. 

The  Central  Intelligence  Agency 
has  had  a  notable  record  of  many 
successes  in  this  field,  but,  by  the 
nature  of  its  operations,  such  successes 
and  achievements  cannot  be  divulged 
publicly.  It  is  essential  in  this  repub- 
lic that  we  meet  our  security  require- 
ments and  at  the  same  time  avoid  im- 
pairing our  democratic  institutions 
and  fundamental  freedoms. 

Intelligence  activities  must  be  con- 
ducted consistently  with  both  objec- 
tives. —President  Gerald  Ford. 


Why? 

What  motivates  man  to  great  ad- 
ventures? I  wonder  how  accurately 
these  motives  can  be  analyzed,  even 
by  the  participants  themselves.  When 


I  think  of  my  own  flights  in  the  early 
years  of  aviation,  I  realize  that  my 
motives  were  as  obvious,  as  subtle, 
and  as  intermixed  as  the  waves  on 
oceans  I  flew  over.  But  I  can  say 
quite  definitely  that  they  sprang  more 
from  intuition  than  from  rationality, 
and  that  the  love  of  flying  outweighed 
practical  purposes— important  as  the 
latter  often  were. 

—Charles  A.  Lindbergh. 

No  Games  in  the  Huddle 

Paul  Wiggin,  Kansas  City  Chiefs' 
new  head  coach,  reassuring  reporters 
he  will  not  object  if  his  players  hold 
hands  in  the  defensive  huddle:  "It's 
fine  by  me  as  long  as  all  of  them  do, 
not  just  two  of  them." 

—Sports  Illustrated. 

Sell  'Em  The  Alamo? 

For  years  Americans  have  gone 
abroad  and  acted  like  the  Saudi 
Arabian  sheikh  who  wanted  to  buy 
the  Alamo  for  his  daughter.  Many 
Americans  have  traveled  to  foreign 
lands  and  thought  that  national  art 
and  historical  treasure  were  available 
for  the  "right  price."  Seems  like  the 


shoe  is  now  on  the  other  foot!  By 
the  way,  where  is  "London  Bridge"? 
London  Bridge  is  in  the  middle  of 
the  Arizona  desert,  serving  as  a  tourist 
attraction.  An  American  businessman 
bought  the  bridge  for  $7  million  in 
1968  and  finished  having  the  span 
reassembled  in  the  desert  in  1971. 

—Letter  in  the  International 
Herald  Tribune. 

Sauerkraut  Status 

Captain  James  Cook  persuaded  his 
reluctant  crew  to  try  sauerkraut  by 
giving  it  social  status.  He  served  it 
every  day  at  the  captain's  table  and 
in  the  officers'  mess.  Soon  it  was  so 
popular  with  the  men  that  it  had  to 
be  rationed.  "Whatever  refreshment 
we  got  that  would  bear  a  division  I 
caused  to  be  equally  divided  among- 
est  the  whole  company  generally  by 
weight,  the  meanest  person  in  the 
ship  had  an  equal  share  with  my  self 
or  any  one  on  board,  and  this  method 
every  commander  of  a  ship  on  such  a 
voyage  as  this  ought  ever  to  observe." 
The  Life  of  Captain  James  Cook, 
by  J.C.  Beaglehole, 
in  the  New  York  Times  Book  Review. 


For  months,  the  New  York  Stock 
Exchange  has  been  threatening  to 
sue  the  Securities  &  Exchange 
Commission  over  the  issue  of  un- 
fixing fixed  commission  rates  as  of 
May  1. 

A  few  weeks  ago,  however,  the 
Big  Board  announced  that  it  would 
not.  Apparently,  many  brokers 
were  put  off  by  the  expense  of  tak- 
ing the  SEC  to  the  legal  mat.     . 

That  could  be  the  most  expen- 
sive saving  in  Wall  Street  history. 

Institutional  investors  provide 
most  of  the  Big  Board's  business 
and  they  have  so  far  shown  no 
willingness  to  let  brokers  make  a 
fair  profit  from  their  business. 

Commissions  on  trades  over 
$300,000  are  presently  unfixed. 
Last  summer  several  brokerage 
houses  tried  to  raise  the  rates  they 
charge  by  a  mere  5%.  The  Block- 
Heads  blocked  the  move. 

So  individuals,  whose  presence 
is  a  necessity  for  market  liquidity, 
will  likely  face  far  higher  prices 
after  May  1  than  they  do  now.  Can 
most  brokers  count  on  these  small 
investors  to  provide  their  profits? 

And  don't  be  lulled  by  the  fan- 


AN  EXPENSIVE  SAVING 

by  M.S.  Forbes  Jr. 

tastic  trading  pace  of  recent  weeks. 
As  countless  corporations  have 
found  to  their  sorrow,  big  volume 
alone  isn't  sufficient  to  make  mon- 
ey. You  need  profit  margins  as  well. 

GOLDEN  INFLATION 

The  cover  story  of  this  issue  of 
Forbes  points  out  that  the  last 
time  the  West  underwent  a  pro- 
longed bout  of  inflation  was  back 
in  the  16th  and  17th  centuries. 

Ironically,  this  inflation  was 
caused  not  by  government  money 
presses  running  amuck,  but  by  the 
very  things  that  today's  disaster 
peddlers  assure  us  will  protect 
against  every  monetary  calamity- 
gold  and  especially  silver.  The 
plunder  coming  from  the  New 
World  vastiy  increased  the  "money 
supply."  An  ounce  of  silver  in  1630 
bought  only  a  fraction  of  what  it 
had  in  1530. 

Today  there  is  no  new  world  to 
plunder,  but  central  banks  have 
enough  gold  in  their  vaults  to  turn 
the  open  market  price  of  the  stuff 
into  lead. 

Which  leads  to  that  often  heard 
and  still  valid  observation:  The  real 


wealth  of  a  society  is  determined 
by  its  productive  capacity. 

Fortunately,  most  Americans 
realize  this.  And,  apparently,  so  do 
the  Arabs,  Iranians  and  other 
OPECers. 

EVERYTHING  IS  RELATIVE 

A  few  years  ago,  a  British  trade 
deficit  of  $100  million  in  one  month 
was  considered  to  be  a  grave  affair, 
sometimes  leading  to  a  full-blown 
international  monetary  crisis.  To 
"save"  the  pound,  finance  ministers 
would  hastily  convene,  emergency 
measures  were  quickly  enacted. 

Today,  Britain  ir  running  trade 
deficits  of  $200  million  per  week. 
A  monthly  deficit  of  less  than  $1 
billion  is  considered  a  victory. 

Early  last  January  many  ob- 
servers expected  Britain's  Decem- 
ber trade  figures  would  be  the 
worst  on  record.  Instead,  the  short- 
fall was  only  $850  million. 

Besult:  The  pound  rallied  and 
the  dollar  sank. 

What  an  example  of  the  impact 
of  OPEC  on  both  sheer  numbers 
and  on  old  truths  about  what  con- 
stitutes a  monetary  crisis. 
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Which  small  jet  has  die  biggest  reach 
out  of  short  runways  on  hot  days? 


This  one  does.  By  far. 


All  business  jets  cover  good  distances  under  ideal  condi- 
tions. Long  take-off  runway.  Cool  day.  Few  passengers. 

But  what  about  those  major  "enemies"  of 
range?  Short  runways  and  hot  weather.  What  if  they  must 
be  reckoned  with?  As  often  they  must.  What  then? 

That's  when  the  Falcon  10  really  excels.  Leaves 
the  others  far  behind.  How  far  behind?  The  table  below 
shows  a  typical  situation. 

What  about  several  short  hops  in  and  out  of 
limited  fields?  The  Falcon  10  handles  them  with  ease.  And 
often  without  having  to  refuel.  Reasons?  Very  advanced 
aerodynamic  design.  Exceptional  ruegedness. 

Other  jets?  Some  just  don  t  have  the  power  and 
lift  to  take  off  from  short  strips  with  substantial  fuel  load. 


Others  simply  land  too  fast.  And  one,  the  Learjet  35/36,  is 

()rohibited  from  landing  at  high  gross  weight— over  14,300 
bs.— short  runway  or  long.  Taking  off  at  its  maximum 
gross  weight  of  17,000  lbs.,  the  Learjet  35/36  must  fly  800 
nautical  miles— burn  off  2  hours  of  fuel— before  it  is  light 
enough  for  that  first  landing. 

Is  there  more  to  this  new  Falcon  10?  Yes.  The 
Falcon  10  is  the  fastest  business  jet.  Holds  two  world  speed 
records.  Yet  uses  remarkably  little  fuel.  And  has  no  peer 
for  structural  integrity. 

Results:  You  cut  total  travel  time  significantly. 
Make  big  fuel  savings.  Fly  with  utmost  peace  of  mind. 
And,  with  it  all,  gain  a  new  mobility  that  can  truly  help  you 
move  ahead  in  your  markets. 


Citation 

Learjet 

Learjet 

Learjet 

Westwind 

Sabre 

Falcon 

500 

24D 

2SB 

35/36 

1123 

60 

10 

Max.  Range  Capability: 

•  Nautical  Miles; 

81S 

580 

230 

480 

530 

225 

1420 

4000  ft.  Runway,  Sea  Level, 

86°F;  6  Passengers;  Economy 

Cruise;  NBA  A  IFR  Reserves. 

1200  Nautical  Mile  Trip 

based  upon  the  conditions 

above: 

•  Fuel  Stop  Required 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

No 

•  Cruise  Speed 

Max. 

Max. 

Max. 

Max. 

Max. 

Max. 

Normal 

•  Total  Fuel  Burned  (lbs.) 

3710 

5310 

5600 

4300 

6770 

6120 

3800 

•  Total  Time  Required 

4:27 

3:31 

3:39 

3:28 

3:59 

3:39 

2:53 

including  30  minute  refueling 

stop  (if  applicable) 

•  Landing  Distance  (ft.) 

3550 

5250 

5500 

5650 

4100 

4250 

3650 

(FAR  121) 

Assumption  is  made  that  sufficient  runway  is  available  for  aircraft  requiring  more  than  4000  feet  for  second  take-off 


A  new  20-page  brochure  explains  the  reasons  why  the  leading  firms  have  made 
the  Falcon  10  the  most  preferred  small  jet  in  the  skies  today.  To  receive  your 
copy,  just  write  to  Finn  Hedlund,  Vice  President,  Marketing,  at  the  address  below. 


fMLCONJET 
COHPOBATKMV 


Teterboro  Airport  •  New  Jersey  07608 


Forbes 


Brother, 

Can  You 

Spare  A 

Diamond? 


Business  may  be 

down  for  most  companies, 

but  not  necessarily 

for  purveyors  of  luxuries 

and  of  bargains. 

Marketing  man  Chris  Schoenleb  of 
Burger  King  has  a  lot  in  common 
these  days  with  master  chef  Andre 
Soltner  of  New  York's  superelegant 
Lutece  restaurant.  Both  are  getting 
a  boost  from  the  recession. 

Burger  King  and  Lutece?  It  makes 
sense  for  families  to  be  stretching 
their  budgets  (rather  than  their  stom- 
achs) with  35-cent  burgers  from  Pills- 
bury's  Burger  King.  So  it  isn't  too 
starding  to  hear  Schoenleb  say  that 
he's  adding  210  units  this  fiscal  year 
—and  that  his  "brightest  spot"  is  San  ' 
Diego,  with  10%  unemployment. 

But  how  about  Lutece?  Chef  Solt- 
ner swears:  "We  are  busier  than 
ever."  An  expansive  meal  there  can 
run  past  $100  (even  if  you  run  to- 
ward the  door  after  undertipping ) . 

A  quirk,  you  say?  Guess  again.  It's 
the  same  story  in  retailing.  Factory 
oudets,  which  "give  away"  merchan- 
dise at  half  the  list  price,  are  jammed 
with  bargain  hunters.  You  almost 
have  to  vknow  the  mayor  to  get  into 
Reading,  Pa.,  the  factory-outlet  cap- 
ital, on  a  weekend.  VF  Corp.,  which 
operates  the  largest  of  Reading's  50 
outlets,  attracts  30  or  40  charter  bus- 
loads of  shoppers  every  Saturday. 

Again,  that  makes  sense.  But  what 
about  Tiffany's?  Chairman  Walter 
Hoving  harrumphs:  "There  is  no  re- 
cession here."  His  New  York  store  is 
backlogging  "diamonds  by  the  yard," 
cute  diamond-studded  necklaces  that 
go  for  $5,000  or  so.  A  well-to-do 
New  York  matron  reports  she  has 
been    put    on    the    waiting    list    at 


Gloom  And  Boom.  Ritzy  resorts  are  packed.  So's  McDonald's.  What  gives? 


the  store  for  a  six-carat  diamond. 
Or  consider  housing.  In  the  first 
quarter  of  fiscal  1975  (ended  Nov. 
30),  the  Jim  Walter  Corp.  reported  a 
39%  spurt  in  earnings,  partly  because 
of  record  sales  of  its  cheap,  finish-it- 
yourself  shell  homes.  For  $5,000  to 
$10,000  the  buyer  gets  a  shell;  he 
then  finishes  the  interior  on  his  own. 
For  those  who  know  a  hammer  from 
a  saw  (hammers  smash  thumbs,  saws 
cut  them),  a  shell  home  is  the  cheap- 
est shelter  around. 

Cash  And  Carry 

Meanwhile,  at  William  Pitt  Inc., 
realtors  of  Greenwich,  Conn.,  a  sales- 
man who  has  just  sold  a  $3-million 
house  confided  to  Forbes:  "Distress 
situations  don't  exist  here."  Double- 
digit  mortgage  rates  don't  bother  his 
clients,  who  pay  cash  in  many  cases. 

What's  caused  this  gloom  and 
boom?  Has  the  economy  gone  schizo- 
phrenic? To  an  extent,  the  answer  is 
yes.  Apparently  in  reaction  to  infla- 
tion and  recession,  half  the  people 
are  trading  down  and  the  other  half 
are  living  it  up.  A  middle-class  Brook- 
lyn, N.Y.  housewife,  who  collects 
credit  cards  the  way  Zsa  Zsa  Gabor 
collects    hubbies,    argues:    "Why    not 


spend?  With  inflation,  my  money  isn't 
worth  anything  anyway."  An  up-and- 
coming  printing  executive  notes:  "I'm 
economizing— spending  less  wildly." 

And  then,  of  course,  there  are  the 
rich  who  feel  no  pain.  With  fur  sales 
up  at  exclusive  Georges  Kaplan  of 
New  York,  President  Ben  Thylan 
quips:  "The  rich  are  talking  about 
recession;  it's  chic." 

Pacific  Far  East  Lines  of  San  Fran- 
cisco offers  43-day  Pacific  cruises 
from  $3,888  to  $8,700.  Bookings  are 
strong.  The  $8,700  suites  go  first. 

Ditto  for  the  most  expensive  yachts 
and  private  airplanes.  Chris-Craft  In- 
dustries' Vic  Oristai.o  says  of  his  boats: 
"The  bigger  you  go,  the  better  the 
sales."  Golden  West  Skyways'  John 
Pustilnick  agrees.  Who  is  buying  his 
Cessna  airplanes?  "Well,  a  pool  clean- 
er just  bought  a  $20,000  Skyhawk 
for  his  wife's  birthday." 

What's  the  message  from  all  this? 
Well,  there  are  several.  One  is  that 
if  you  sell  real  quality  or  real  bar- 
gains, there  are  more  than  enough 
customers  around.  The  other  is  that, 
so  far  at  least,  the  recession  is  a  de- 
pression for  those  it  hits  direcdy  but 
simply  a  dark  cloud  on  the  horizon 
for  everybody  else.   ■ 
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Sexy  Sell.  There's  only  one  way  to  glamorize  new  bulldozers  and 
earthmovers— add  glamour.  At  Conexpo  75,  Caterpillar  Tractor 
used  a  girl's  soft  arm  pinning  posies  to  disarm  any  tough  customers. 
John  Deere  resorted  to  a  stage  show  utilizing  live  girls  and  live  dirt. 


Metamorphosis?  J.I.  Case  decided  to  show  how  it  has  been  turned  inside  out 
in  the  past  six  years.  Revenues  are  now  bigger  in  construction  machinery 
than  they  are  in  the  old  farm  tractor  lines.  Case  had  taken  the  lower  end, 
especially  with  its  excavators  and  small  loaders,  but  its  new  models 
represent  a  challenge  to  some  of  the  big  boys  in  the  field. 


Big 
Blast 


Conexpo  '75— the  construc- 
tion equipment  convention 
—was  probably  the  biggest 
trade  show  ever,  but 
behind  the  fun  &  games  were 
the  competitive  realities 
of  a  recession  year. 

Excuse  a  male  chauvinist  observa- 
tion, but  the  girl  in  the  slinky  satin 
gown  was  a  nice  bit  of  machinery 
herself.  There  she  was  perched  on  a 
sequined  dias  in  front  of  excavators, 
a  lovely  contrast  to  the  brutal-look- 
ing earthmovers  and  crawler  tractors 
built  by  staid  International  Harvester. 

Two  middle-aged  Texas  contrac- 
tors wearing  white  cowboy  hats  wan- 
dered up,  and  she  started  her  spiel: 
"This  baby  over  here  has  the  weight, 
the  strength  and  the  safety  built  in  to 
really  deliver  the  goods."  She  swung 
a  hip  toward  the  excavator,  and  the 
contractor  said  playfully  that  he'd  take 
two.  "These  young  kids,"  she  shot 
back,  "they  just  can't  get  enough." 

That's  the  way  it  went  at  Conexpo 
'75,  billed  as  the  biggest  trade  show 
ever.  The  construction  machinery  pro- 
motion used  up  more  exhibition  and 
hotel  space  and  spent  more  dollars  last 
month  than  a  convention-happy  Chi- 
cago had  ever  seen.  There  were  re- 
portedly 122,000  visitors,  10?  of  them 
from  overseas.  Chartered  planes 
brought  500  Caterpillar  Tractor  dealers 
and  customers  from  Australia.  The 
convention's  sponsors  claimed  that  the 
conventioneers  and  the  companies  be- 
tween them  spent  $200  million. 

From  the  festivities  you'd  never 
dream  that  industry  revenues  prob- 
ably will  be  5%  to  10%  less  this  year 
in  real  dollar  terms  than  last.  But  that 
made  the  push  more  intense.  It  was, 
indeed,  no  ordinary  trade  convention. 

"We've  had  a  little  image  problem 
over  the  years,"  said  Jules  C.  Laege 
ler,  head  of  Harvester's  newly  reoi 
ganized  construction  equipment  divi- 
sion. "People  think  Harvester's  bean 
slow  to  move."  To  improve  the  image, 
Harvester  spent  $10,000  for  liquor  in 
just  one  night  at  a  hospitality  suite. 

IH  was  not  alone.  Caterpillar,  toi 
example,  took  care  of  2,600  hotel 
rooms    a    night   for   five   da\s     And    it 
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flew  75  South  African  dealers  and 
customers  on  a  tour  of  plants  and 
demonstration  areas  in  Malaga, 
Spain;  Gosselies,  Belgium;  East  Peo- 
ria, 111.;  Las  Vegas  and  San  Francisco. 
Caterpillar  also  let  them  see  the  prov- 
ing grounds  at  Phoenix,  Ariz.,  and  the 
tour  ended  with  a  few  days  at  Disney 
World.  "You  just  have  to  let  foreign 
visitors  see  that,"  said  Caterpillar 
President  Lee  L.  Morgan. 

Not  to  be  outdone,  Clark  Equip- 
ment airlifted  guests  to  Las  Vegas  for  a 
night  on  the  town  and  a  day  of  watch- 
ing Clark's  new  machines  push  the 
desert  around.  Clark  also  hired  a 
bevy  of  football  players,  including  the 
Dallas  Cowboys'  quarterback  Roger 
Staubach,  to  show  off  machines  cost- 
ing up  to  $750,000  apiece. 

But  it  wasn't  all  fun  and  games. 
Cat's  vice  president  for  marketing,11 
caught  during  a  lull,  sighed:  "Thank 
God  I'm  close  enough  to  retirement 
that  I  have  only  one  more  Conexpo 
to  live  through." 

Beneath  the  slightly  forced  com- 
mercial camaraderie  was  the  reality, 
of  competition  in  a  recession  year. 
Caterpillar,  with  $4  billion  in  sales, 
is  the  company  to  beat,  and  its  small- 
er competitors  are  clearly  trying  hard 
to  beat  it.  Harvester,  for  instance,  was 
showing  off  21  new  construction  ma- 
chines. Deere  &  Co.  had  nine.  Clark's 
line  was  the  broadest  ever.  Massey- 
Ferguson  was  showing  three  power- 
ful earthmovers  built  by  its  new  Ger- 
man subsidiary,  Hanomag.  What's 
more,  Tenneco's  J.I.  Case  subsidiary, 
which  now  claims  to  be  the  third- 
largest  maker  of  construction  ma- 
chines (IH  is  second),  had  a  display 
almost  as  big  as  Caterpillar's. 

In  the  early  morning  hours,  as  the 
hoopla  was  almost  over,  a  group  of 
young-looking  Cat,  Clark  and  Har- 
vester salesmen  gathered  around  the 
piano  in  a  bar  along  Michigan  Ave- 
nue. The  pianist  was  singing:  "As 
time  goes  by  .  .  .  the  fundamental 
things  apply."  A  salesman  turned  to 
his  colleagues.  "That's  right,"  he  said. 
"These  days,  selling  is  where  it's 
really  at  in  this  business."  ■ 


Showpiece.  The  big  machines  drew  the  crowds  and  International  Harvest- 
er's biggest  was  a  250,000-pound  front-end  loader.  A  pretty  girl  with  a 
microphone  and  a  line  of  fast  patter  insured  good  circulation. 


Near  And  Far.  They  came  to  see  the  sights  in  Chicago  from  as  close 

as  La  Salle  Street  and  as  far  away  as  South  Africa,  Saudi  Arabia  and  Russia. 
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Behind  Every  (Great)  Man... 


joe  Koret  needed  his  wife's  "restraining  hand"  most 
their  company  struck  it  rich.  Unfortunately  he  didn't 

"Twe  wnnsr  thump.  T  evfir  did  was  let      adds   the   old  promoter,   w 


when 
get  it. 


"The  worst  thing  I  ever  did  was  let 
my  wife  retire,"  says  Joseph  Koret, 
who  at  73  is  now  called  chairman 
emeritus  of  Koracorp  Industries. 

Koret  is  doubly  correct.  Stephanie 
Koret's  health  declined  precipitately 
after  her  retirement  in  1966.  And  so 
did  the  fortunes  of  Koret's  company. 

Joe  and  Stephanie  Koret  founded 
the  predecessor  company,  Koret  of 
California,  a  women's  sportswear  out- 
fit, in  1938  when  they  and  the  West 
Coast  garment  industry  were  both 
young.  They  were  a  sweater-and-skirt 
team.  He  was  a  sweater  salesman,  and 
she  was  at  design  school  learning  how 
to  make  matching  skirts. 

They  became  a  two-man  company: 
Joe  the  salesman  and  promoter; 
Stephanie  the  designer,  the  personnel 
department  and  the  voice  of  reason. 

"She  was  the  restraining  spirit," 
says  Koret,  who  still  walks  tall  and 
gives  the  appearance  of  being  proud. 
"I  tended  to  be  too  aggressive,  too 
ruthless.  My  wife  was  the  one  who  .  .  . 
prevented  me  from  going  too  far." 

Koret  of  California  prospered  as  a 
small  sportswear  maker.  But  in  the 
early  Sixties  something  extraordinary 
happened.  Koret  invented  Koratron, 
the  original  permanent  press  process. 

"It  was  developed  as  a  marketing 
gimmick,"  Koret  told  Forbes  Staff 
Writer  Jean  Briggs,  "a  way  for  us  to 
sell  more  pleated  skirts  than  our  com- 
petitors. We  ran  ads  all  over  the  coun- 
try announcing  that  we  had  eman- 
cipated  women.    And   it   was    true," 


adds  the  old  promoter,   warming  to 
his  subject. 

Koret  of  California  licensed  the 
process  worldwide  and  began  collect- 
ing royalties.  In  1964  royalty  revenues 
matched  clothing  sales;  by  1966  they 
were  twice  as  great.  But  the  appetite 
often  grows  with  the  eating,  and 
Koret's  appetite  became  a  problem. 

Temptation 

Their  company  had  struck  it  rich. 
But  Koret  and  his  wife  didn't  have 
much  money.  Everything  they  had 
was  in  the  business.  So  why  not  sell 
some  stock  to  the  public?  Koret  fig- 
ured: "My  wife  could  retire,  and  I 
could  buy  a  boat." 

Stephanie  Koret  was  uneasy  about 
the  idea.  But  investment  bankers  were 
knocking  at  the  door,  and  Joe  kept  at 
her.  The  company  went  public  in 
1966,  raising  $11.5  million. 

But  as  a  public  company  Koret  of 
California  faced  a  serious  problem. 
Koratron's  patents  would  eventually 
run  out.  How  would  that  royalty  in- 
come be  replaced? 

No  sweat,  said  Koret's  helpful  ad- 
visers. The  acquisition  game  was  in 
full  swing.  All  Koret  had  to  do  was 
buy  companies— and  their  earnings. 

Again  Stephanie  was  uneasy,  but 
the  mood  of  the  time  prevailed. 
Yielding  to  the  changes,  she  retired 
from  the  mushrooming  company. 

The  very  next  year,  1967,  Kora- 
tron's patents  were  challenged  and 
the  company  found  itself  in  litigation 


Stephanie  and  Joe  Koret 


with  numerous  apparel  and  textile 
firms  across  the  country.  The  charges 
ranged  from  fraud  on  the  Patent  Of- 
fice to  violation  of  the  antitrust  laws. 
Boyalty  income  plunged.  Koret  need- 
ed more  acquisitions— and  fast. 

Koret,  who  bills  himself  "strictly  a 
marketing  man,"  looked  for  someone 
who  could  play  the  acquisition  game 
for  him.  In  the  past  his  wife  had 
done  the  hiring:  "Many  of  the  peo- 
ple she  hired  are  still  with  the  com- 
pany." But  she  was  staying  home 
now.  On  his  own  Koret  picked  Jere 
Helfat,  a  man  who  quickly  guided 
the  company  to  near-ruin. 

Helfat  bought  women's  sportswear 
makers  whose  operations  had  to  be 
discontinued;  men's  apparel  compa- 
nies that  appeared  to  be  profitable 
but,  for  the  most  part,  were  not;  a 
European  children's  clothing  outfit 
for  which  supposedly  firm  financing 
proved  nonexistent;  and  two  unprof- 
itable hat  companies  which  were 
bought  "because  hats  are  coming 
back."  Finally  he  established  a  ven- 
ture capital  fund  and  backed  a  give- 
away magazine  full  of  cents-off  cou- 
pons run  by  one  Louis  Phillip  Weil; 
Koracorp  is  now  suing  Weil,  claim- 
ing he  defrauded  the  company. 


Oil  Income  Programs: 
Too  Late,  Too  Late 

It's  hard  to  think  of  an  investment  vehicle 
with  a  brighter  past— or  a  cloudier  future. 


One  thing  you  can't  fault  Jerome  A. 
Lewis  for  is  his  sense  of  timing.  In 
1970,  as  President  of  Denver's  Petro- 
Lewis  Corp.,  he  brought  out  what  is 
generally  agreed  to  be  the  first  oil  in- 
come program.  And  ever  since  then, 
he  has  been  chuckling  all  the  way  to 
the  bank. 

An  oil  income  program  is,  in  es- 
sence, a  way  of  syndicating  the  own- 
ership of  a  producing  oil  field.  A 
group  of  investors,  brought  together 


by  the  syndicator,  purchase  a  field 
(or  an  interest  in  one);  they  are  paid 
off  from  the  revenues  of  oil  sales. 
These  programs  differ  from  oil  drill- 
ing programs  in  that  the  investor 
does  not  get  the  benefit  of  a  big  tax 
shelter;  the  tax  benefit  normally 
amounts  to  no  more  than  10%  to  20%, 
and  that  during  the  first  year  only. 
But  the  salesmen  for  the  income  pro- 
grams promise  investors  returns  of 
I  >    15%   a   year   on   their   money 


for  ten  or  15  years,  perhaps  longer. 
Overall,  whispers  the  syndicator's 
salesman,  you  ought  to  get  back  at 
least  $2  for  every  dollar  you  put  up. 

That's  roughly  what  happened  with 
those  early  programs.  Thanks  to  the 
Arabs,  U.S.  oil  bought  for  $1  to  $2  a 
barrel  in  the  ground  back  in  1970 
and  1971  suddenly  brought,  not  $3, 
but  as  high  as  $12  when  produced 
two  years  later.  "A  $10,000  invest- 
ment in  our  first  program  in  1970," 
says  Jerry  Lewis,  puffing  contentedly 
on  a  long  cigar,  "could  be  liquidated 
today  for  $23,000." 

But  hold  on.  It  was  (hose  wind- 
fall profits,  not  the  programs'  inherent 
merit,  that  made  mem  so  lucrative. 
And  that's  where  the  risk  to  today's  in- 
vestors lies.  Before  1970,  the  big  oil 
companies  realized  sizable  tax  bene 

fits    by    buying    producing    properties 
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Never  was  Stephanie  Koret's  re- 
straining hand  more  sorely  missed. 
Koracorp's  inept  management  should 
have  been  apparent.  Royalty  income, 
because  of  the  endless  litigation,  was 
now  negative.  But  Koret  was  still  try- 
ing to  squeeze  every  conceivable 
penny  from  his  patent  and  dreaming 
about  running  a  big  multi-industry 
company.  Then,  too,  the  Korets  never 
had  children;  and  Helfat  was  like  a 
son.  Besides,  the  basic  Koret  of  Cali- 
fornia division  was  still  doing  well, 
and  the  magazine  seemed  to  be  also. 

Koret  didn't  see  the  problem  at 
home  either.  His  wife  always  put  on 
a  cheerful  face,  but,  unbeknownst  to 
him,  she  was  plunging  deep  into  de- 
pression and  ill  health. 

At  this  point  the  73-year-old  man 
decides  not  to  relive  the  story  in  the 
telling.  He  briskly  leaves  the  room 
asking  Thaddeus  N.  Taube,  42,  the 
company's  tough  new  chairman,  and 
Joseph  Berghold,  36,  its  battle-scarred 
treasurer,  to  finish  it  for  him. 

Taube  and  Berghold  quickly  sketch 
in  the  details:  By  1973  long-term 
debt  had  swelled  to  $37  million— more 
than  doubling  in  two  years.  Earnings 
were  dropping  and  losses  from  ac- 
quisitions were  bleeding  the  working 
capital  account.  "The  then  manage- 
ment," Berghold  says,  "didn't  refi- 
nance. They  kept  hoping  for  a  bet- 
ter time  just  down  the  road."  Final- 
ly the  bankers  insisted  that  receiv- 
ables   be    liquidated    to    raise    cash. 

At  this  point,  Joe  Koret  got  a  real 
shock.  A  major  part  of  the  receivables 
were  in  the  magazine  division.  When 
Koracorp  tried  to  realize  on  them,  it 
could  not.  Both  the  magazine's  prof- 
its and  its  accounts  receivable  seemed 
to  exist  only  on  the  books.  Just  how 
that    happened    is    now   a   matter   of 


At  long  last,  things  are  looking  up  for  Joe  Koret. 


litigation  between  the  company,  its 
shareholders  and  Weil,  the  man  who 
sold  them  the  magazine. 

For  Joe  Koret  everything  was  fall- 
ing apart.  He  fired  Helfat  from  the 
top  spot  and  took  it  over  himself,  but 
he  was  heartsick;  he  had  pushed  too 
far.  His  life's  work  was  in  ruins. 
And  his  last  major  act  was  to 
convince  Taube,  who  was  on  the 
board,  to  take  over.  Taube  and  Berg- 
hold proceeded  to  dump  the  acquisi- 
tions, including  the  magazine,  and 
take  $11  million  in  losses,  which  vir- 
tually wiped  out  stockholders'  equity. 
Koracorp  was  close  to  bankruptcy. 

Fortunately,  that  fall  the  banks, 
not  wanting  to  go  into  the  sweater 
business,  decided  to  go  along  with 
the  company.  But  in  return  for  over 
$50  million  in  extended  credit  and 
fresh  capital,  Stephanie  and  Joe  Koret 
put  up  their  37%  stake  as  collateral. 


Koracorp  is  now  well  along  the 
road  to  recovery.  It  has  settled  most 
of  its  patent  litigation  and  begun  to 
pay  off  its  debt.  Last  year  it  prob- 
ably earned  $1  or  more  per  share 
vs.  a  loss  of  $5.51  in  1973.  Stockhold- 
ers' equity  is  building  again.  The  gar- 
ment business  is  sound  and  growing. 

Koracorp  stock,  which  was  sus- 
pended from  trading  on  the  New  York 
and  Pacific  stock  exchanges  18  months 
ago,  has  reopened  on  the  Pacific  Ex- 
change. It  recently  traded  around 
$2.25,  2  times  earnings.  If  the  com- 
pany can  produce  a  few  more  good 
years,  it  will  be  able  to  rebuild  its 
capital  and  the  bankers  will  come  out 
with  a  whole  skin. 

But  Joe  Koret's  business  career  is 
over.  He  is  chairman  emeritus,  putters 
around  the  office  a  few  hours  every 
day,  then  goes  home  to  his  ailing 
wife.   His  heart  is  no  longer  in  it.   ■ 


from  independent  wildcatters.  But  the 
Tax  Reform  Act  of  1969  eliminated 
those  tax  breaks,  and  the  majors 
scaled  down  their  property  buying 
sharply.  The  fields'  asking  prices 
dropped,  allowing  small  operators  like 
Lewis  and  others  to  buy  in  cheap— 
with  investors'  money. 

But  the  game  is  changing.  An  oil 
field  with  15  years  of  proven  reserves 
now  brings  not  $1  to  $2  a  barrel,  but 
$4  to  $8.  Why?  Because  the  majors, 
fearing  another  cutback  in  foreign 
crude,  are  again  buying  all  the  re- 
serves they  can  find.  John  C.  Napley, 
who  runs  the  oil  income  program  for 
Patrick  Oil  &  Gas  Corp.  of  Jackson, 
Mich.,  concedes:  "What  they  [the  ma- 
jors] are  doing  is  taking  some  of  their 
refining  profit  and  putting  it  into  the 
purchase.  We  just  can't  compete  on 
that  basis." 


Napley  isn't  ready  to  leave  the  oil 
income  business— yet.  He  claims  the 
company  has  enough  reasonably 
priced  property  spotted  to  carry  it 
through  the  first  half.  But  after  that 
he  isn't  sure. 

Other  operators  are  more  pessimis- 
tic. After  selling  some  $2.3  million 
worth,  Resource  Exploration  Inc.  of 
Shreveport,  La.  stopped  offering  oil 
income  partnerships  for  its  Lafayette 
Funds,  Inc.  And  Pyramid  Petroleum 
Inc.,  Intramerica,  Premier  and  Petro 
Resources  also  failed  to  come  up  with 
a  new  offering  this  year. 

Naturally,  not  every  program  syn- 
dicator  plans  to  throw  in  the  towel. 
The  managers  of  Petro-Lewis,  Petro- 
Search  and  Kedco,  among  others,  fig- 
ure they  can  still  find  the  properties 
they  need  at  reasonable  prices  despite 
the  sharp  rise  in  the  cost  of  produc- 


ing fields.  "We  just  have  to  work  hard- 
er at  finding  the  deal  that's  right  for 
us,"  says  Jerry  Lewis.  In  all,  syndica- 
tors  are  hoping  to  raise  $102  million 
this  year,  up  15%  from  1974,  accord- 
ing to  numbers  compiled  by  Re- 
sources Programs  L  c. 

Prospects  are  a  lot  poorer  for  the 
investor.  He  has  to  absorb  heavy 
front-end  costs— management  fees, 
brokerage  fees  and  the  like.  These 
can  run  to  14%  of  his  investment, 
plus  10%  to  15%  that  the  program 
manager  or  general  partner  takes  off 
the  top  of  all  revenues  from  oil  sales. 
What's  more,  he  also  has  to  bet  either 
that  the  program  manager  can  make 
marvelous  buys  in  a  rising  market,  or 
that  the  price  of  crude  will  accelerate 
in  the  next  few  years  the  way  it  did  in 
the  last  five. 

Wanna  bet?  ■ 
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Is  Depression  The  Only 
Cure  For  Inflation? 

Arthur  Burns  doesn't  seem  to  have  a  practical  answer.  Neither  does 
Congress.  The  conservatives  don't.  Neither  do  the  liberals.  DicJ 
Queen  Victoria  know  something  our  modern  economists  don't? 


Recent  statistics  suggest  that  infla- 
tion is  slowing— but  at  the  cost  of 
painful  recession.  There  is  a  serious 
question  whether  people  will  submit 
to  any  more  of  this  medicine. 

Can  it  be— since  the  voters  won't 
swallow  it— that  the  conventional  cure 
is  no  cure  at  all?  Are  the  doctors 
treating  the  lady  for  obesity  when  in 
fact  she  may  be  pregnant?  Are  we 
today  asking  the  wrong  questions 
when  we  seek  a  remedy  for  inflation? 

All  over  the  world,  governments  are 
in  trouble  because  of  it.  It  hardly  mat- 
ters what  kind  of  government,  infla- 
tion is  plaguing  them  all:  the  leftish 
Labor  government  of  Gough  Whitlam 
in  Australia,  the  right-wing  junta  that 
rules  Chile,  the  left-wing  junta  that 
rules  Peru— to  say  nothing  of  middle- 
of-the-roader  Gerald  Ford.  It  also 
hardly  matters  whether  the  countries 
are  developed  or  underdeveloped;  in 
Britain,  the  rate  of  inflation  is  20%,  in 
impoverished  India,  it  has  been  closer 
to  30%.  Even  in  Germany  and  Japan, 
two  of  the  most  disciplined  societies 
on  earth,  inflation  is  a  major  worry. 

No  in-office  politician  has  produced 
an  effective  cure.  Every  out-of-office 
politician  does  have  a  cure— until  he 
gets  into  office.  Everyone  else  has  a 
scapegoat.  Labor  says  it's  seeking 
higher  wages  only  to  keep  up;  capital- 
ist greed  is  to  blame  for  inflation. 
Businessmen   blame   it   on   escalating 


wage  demands.  The  gold  bugs  blame 
paper  money.  The  monetarists  blame 
money  supply.  The  fiscalists  blame 
monetary  policy.  The  conservatives 
prescribe  a  stiff  dose  of  unemploy- 
ment. The  liberals  respond  that  un- 
employment under  today's  circum- 
stances only  makes  things  worse. 

The  Marxists  snicker  and  regard  in- 
flation as  "the  capitalist  disease"— just 
as  the  English  once  called  syphillis 
"the  French  evil."  Alas  for  Marxism, 
most  of  the  Iron  Curtain  countries 
have  the  tell-tale  rash,  too.  The  only 
difference  is  Communist  inflation  is, 
more  likely  to  show  up  in  lengthen- 
ing queues  and  empty  shelves  rather 
than  rising  prices. 

Why  don't  any  of  the  cures  work? 
Why  are  we  seemingly  doomed  to  pay 
$2  for  a  loaf  of  bread  by  1985? 
Whom  should  we  listen  to?  The 
monetarists?  The  Marxists?  The  gold 
bugs?  The  liberals?  The  conserva- 
tives? Or  none  of  them? 

Frankly,  we  don't  know  the  answer, 
and  neither,  seemingly,  do  the  econo- 
mists. So  we've  tried  listening  recent- 
ly to  that  much-neglected  group,  the 
historians.  For  example,  in  poking 
around  we  have  come  across  the  fig- 
ures expressed  in  the  chart  at  the  bot- 
tom of  these  pages.  They  may  sur- 
prise you.  They  certainly  surprised 
us.  The  chart  strongly  suggests  that 
chronic    inflation    is    not    the    human 


Queen  Victoria  must  have  been  doing 
something  right.  She  presided  over 
a  British  Empire  where  prices  were 
flat  and  capital  so  plentiful  that 
government  bonds  yielded  only  2.5% . 

condition  but  occurs  in  great  bursts 
widely  separated  by  the  centuries. 
The  last  great  burst  took  place  in  the 
16th  century— the  age  that  gave  birth 
to  the  modern  world. 

The  figures  that  lead  to  that  con- 
clusion are  the  brainchildren  of  a  re- 
spected but  little-known  English  eco- 
nomic historian,  E.H.  Phelps  Brown. 
He  got  the  idea  watching  craftsmen 
build  Nuffield  College  at  Oxford  Uni- 
versity in  1949.  He  knew  the  car- 
penters earned  335  pennies  (about 
$6)  a  day.  And  he  knew  that  the 
builders   who   had  built   the   Univer- 
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sity's  Merton  College  nearly  700  years 
before  had  earned  only  three  pennies 
a  day.  What  was  the  difference,  he 
wondered,  in  what  those  pennies 
would  buy? 

Diligently  checking  through  old 
records  in  and  around  Oxford,  Phelps 
Brown  collected  prices  going  back 
to  the  1200s.  He  then  constructed  a 
"market  basket"  of  essentials— food, 
fuel  and  cloth— and  traced  its  cost 
through  the  years,  both  in  terms  of 
money  price  (charted  on  these  pages) 
and  in  terms  of  the  purchasing  pow- 
er of  the  carpenters'  wages.  The  fig- 
ures are,  of  course,  rough.  Indeed, 
we've  spliced  on  a  more  sophisticated 
price  index,  beginning  in  1661,  that 
nonetheless  conforms  nearly  to  the 
professor's.  Phelps  Brown  had  to  vary 
the  "basket's"  contents;  eating  habits 
changed  a  great  deal  over  time.  But 
as  a  rough  and  ready  measure  of  the 
cost  of  living  through  more  than  half 
a  millenium,  Phelps  Brown's  calcula- 
tions are  invaluable. 

The  chart  clearly  shows  that  the 
world  has  enjoyed  relative  price  sta- 
bility over  most  of  the  past  seven 
centuries,  with  prices  fluctuating  fair- 
ly violently— often  in  tune  with  the 
quality  of  the  weather  and  the  har- 
vest—but generally  trending  back  to- 
ward an  equilibrium. 

For  example,  prices  almost  dou- 
bled between  1350  and  1370,  but  by 
1380  they  were  back  to  where  they 
had  been  in  1350— just  as  they  were 
to  be  150  years  later  in  1500.  Like- 
wise, between  the  end  of  the  Ameri- 


can Revolution  and  the  height  of  the 
Napoleonic  wars,  prices  more  than 
doubled— but  by  the  time  Queen  Vic- 
toria took  over  the  Empire  in  1837, 
prices  had  fallen  back  to  where  they 
were  when  America  quit  the  Empire. 

Historians  are  familiar  with  the  sta- 
bility of  the  Victorian  period.  A  few 
small  inflationary  wars  aside,  it  gave 
Britons  the  confidence,  not  only  to  in- 
dustrialize their  own  country,  but  to 
ship  capital  abroad  to  build  such 
things  as  railroads  in  North  and  South 
America  and  Africa,  tea  gardens  in 
Assam  and  waterworks  in  Shanghai. 
Inflation  was  unheard  of— so  solid  was 
the  pound  that  a  whole  generation 
of  aristocracy  lived  in  high  style  on 
the  proceeds  of  2.5%  government 
bonds.  Again,  the  conclusion  is  obvi- 
ous: Inflation  is  a  historical  event; 
it  is  not  man's  fate. 

Twin  Disruptions 

Sweep  your  eye  slowly  along  the 
whole  chart.  Other  than  the  peaks 
and  valleys  associated  most  often 
with  wars,  there  are  only  two  major 
disruptions.  One  begins  in  the  early 
16th  century— 1528,  to  be  exact— and 
lasts  for  about  a  century.  Prices  spurt 
500%.  Thereafter,  on  the  eve  of  the 
English  Civil  War,  they  settle  on  a  new 
plateau,  about  which  they  fluctuate 
for  nearly  300  years. 

Now  look  at  what  happens  in  the 
early  20th  century.  A  sudden  spurt 
in  the  second  decade  carries  prices  up 
by  an  unprecedented  300%  in  a  few 
years— a  replay  of  1528?  World  War 


I,  of  course!  World  War  I  is  fol- 
lowed by  a  sharp  deflation:  The 
1920-21  recession  rehearses  the  Great 
Depression.  But— and  this  is  signifi- 
cant—the Depression,  unlike  most 
postwar  periods,  does  not  deflate 
prices  to  their  previous  lows. 

With  World  War  II  comes  another 
spurt  of  price  increases  (which  the 
Government  holds  in  check  for  a  while 
by  subsidies).  But  this  one  is  really 
different.  Instead  of  ending  in  defla- 
tion, it  shows  only  a  couple  of  dips, 
and  then  prices  keep  right  on  rising. 
It  begins  to  resemble  the  16th  cen- 
tury in  earnest.  Far  from  ever  re- 
turning to  their  prewar  lows,  British 
prices  are  currently  about  four  times 
as  high  as  they  were  during  World 
War  II— and  more  than  ten  times  their 
level  of  the  golden  year,  1896. 

In  other  words,  there  have  been 
only  two  sustained  price  explosions 
in  the  past  700  years:  the  one  in  the 
16th  century  and  the  one  you're  liv- 
ing through  now. 

So  much  for  prices.  What  about 
the  standard  of  living?  That  is,  did 
wages  keep  pace  with  prices?  The 
answer  is:  rarely.  Brown's  figures  do 
show  that  the  so-called  "ratchet"  ef- 
fect—whereby wages  go  up  but  rare- 
ly go  down— is  nothing  new.  But 
whereas  money  wages  rarely  go  down 
—only  three  times  in  700  years  for 
the  carpenter— the  standard  of  living 
has  frequently  declined.  And  now  we 
have  an  historical  key  to  inflation:  In 
a  very  broad  sense  it  has  been  the 
economic  trick  by  which  the  mass  of 


We've  patched  together  historians'  consumer  price  indices  in  England— food,  fuel,  clothing— 
for  seven  centuries.  They're  approximate,  to  say  the  least.  But  the  unrelenting  price  explosion 
in  the  16th  century  stands  out,  as  do  our  base  periods  (1451-75  and  1661)  before  and  after 
it,  when  inflation  (above  the  lines)  and  deflation  (below)  took  turns  with  remarkable  regu- 
larity. Until  1933,  that  is.  It's  a  log  scale,  so  the  slope  of  the  line  indicates  the  rate  of  inflation. 


Sources:  E.  H.  Phelps  Brown  and  Shiela  V.  Hopkins;  The  Economist 
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people  have  been  forced  to  accept  a 
lower  standard  of  living  even  though 
their  pay  packet  remains  the  same 
or  even  goes  up. 

Phelps  Brown's  figures  for  the  trend 
of  the  purchasing  power  contained  in 
the  wages  of  an  Oxford  carpenter 
tell  this  story.  The  worker  started  at 
a  low  level,  but  when  the  plague  rav- 
aged Britain's  work  force,  supply  and 
demand  went  to  work  and  pushed  the 
carpenter's  wages  up  while  prices 
(demand)  remained  steady.  His  stan- 
dard of  living  was  quite  high  by  1400. 

The  relative  golden  age  ended  with 
the  price  explosion  of  the  early 
1500s.  The  carpenter's  wages  did  not 
keep  up.  By  1597,  the  carpenter 
was  earning  12  pennies  a  day— twice 
what  his  grandfather  earned.  But 
while  his  wage  doubled,  the  cost  of 
living  sextupled.  Writing  of  this  in- 
flationary period,  historian  John  Nef 
notes:  "Throughout  Western  Europe 
during  the  second  half  of  the  16th 
century,  peasants,  craftsmen  and 
shopkeepers,  as  well  as  princes  and 
bishops,  all  shared  one  novel  experi- 
ence. .  .  .  They  found  that  any  stan- 
dard coin,  even  if  it  contained  pre- 
cisely the  same  quantity  of  precious 
metal  as  in  the  previous  decade,  would 
buy  less  of  almost  any  commodity." 

Or  as  the  Sieur  de  Gouberville  put 
it  in  his  diary  in  Normandy  in  1560, 
"In  my  father's  time  there  was  meat 
every  day,  food  was  plentiful,  men 
drank  wine  as  though  it  was  water. 
But  all  that  has  quite  changed  today; 
everything  is  quite  dear.  .  .  .  the  food 
of  the  most  prosperous  peasants  is 
much  poorer  than  the  food  which  the 
servants  used  to  eat." 

That  was  the  beginning  of  a  long, 
hard  time  for  labor,  and  sometimes  for 
management  too.  There  were  revolu- 
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Gold  bugs  blame  paper  money  for 
our  Great  Inflation.  Yet  the  first  Great 
Inflation  was  powered  by  gold  and 
silver.  Then,  inflationary  profits— "en- 
forced savings"  by  the  common  folk, 
whose  living  standards  suffered— fi- 
nanced the  Industrial  Revolution  .  .  . 


tions.  After  all,  Das  Kapital  is  the 
longest  book  ever  written  about  the 
ill  effects  of  inflation. 

As  Phelps  Brown's  data  show,  not 
until  1880  did  the  carpenter  in  Ox- 
ford recover  the  buying  power  he  had 
lost  300  years  earlier. 

We  do  have  a  pretty  good  idea 
what  started  that  great  burst  of  infla- 
tion early  in  the  16th  century,  the 
inflation  which  reduced  the  mass  of 
Britons  to  near  misery.  It  is  in  every 
history  book.  The  Spaniards  sailed 
west  and  plundered  the  Incas  and 
Aztecs.  The  plunder— especially  gold 
and  silver— was  shipped  home  and 
it  made  Spain  rich.  England  got  rich, 
too,  because  Sir  Francis  Drake  was 
adept   at  plundering   the   plunderers. 

And  we  know  what  happened  next. 
As  the  gold  and  silver  poured  into 
Spain,  prices  started  to  rise— for  the 
simple  reason  that  the  money  was 
flowing  in  a  good  deal  faster  than 
the  primitive  production  of  the  day 
could  be  increased:  A  classic  case  of 
too  many  pesos  (then  maravedis) 
chasing  too  few  goods. 

Curiously  enough,  Spain  elected  to 
become— or  more  accurately,  to  re- 
main—a kind  of  "welfare  state."  More- 
over, the  medieval  doctrines  of  mort- 
main and  latifundism— in  effect,  a  wel- 


.  .  .  which  in  turn  ushered  in  the 
inflationary  age  of  the  common  man, 
whose  most  eloquent  spokesman 
was  Franklin  Delano  Roosevelt. 


fare  system  coupled  with  low-income 
housing— were  reinforced,  resulting  in 
uncommonly  handsome  treatment  of 
the  poor.  Spanish  population  de- 
clined; the  nation  relaxed  and  built 
churches.  In  the  end,  the  Spaniards 
squandered  most  of  their  new  wealth 
and  let  industry  run  down,  preferring 
to  import  cheaper  goods  from,  say, 
Italy  or  France. 

But  as  Spanish  plunder  spread 
through  Europe,  the  northern  coun- 
tries, Britain  in  particular,  did  not 
squander  it— at  least  not  all  of  it.  Cer- 
tainly some  of  the  booty  was  plowed 
into  investment.  Tongue  not  entirely 
in  cheek,  John  Maynard  Keynes  fig- 
ured that  Queen  Elizabeth  I's  share 
of  Drake's  first  cargo  in  the  Golden 
Hind  was  sufficient  to  account  for  all 
of  England's  £4,200  million  of  for- 
eign investments  in  1930:  £42,000 
at  3&%  compounded  over  350  years 
is   £4,200  million  worth  of  assets. 

During  this  16th-century  burst  of 
affluence,  Britain's  aristocracy  squan- 
dered too;  many  of  the  stately  homes 
of  England  were  built  in  this  period. 
But  whereas  the  Spaniards  allowed 
their  peasants  to  live  out  their  days 
peacefully  on  their  great  estates,  the 
British  used  the  enclosure  laws  to 
turn  them  out  in  favor  of  sheep  that 
would  breed  wool  for  a  commercial 
crop.  Meanwhile,  the  population  had 
exploded  during  the  brief  age  of  af- 
fluence, and  landless  laborers  fought 
over  the  right  to  earn  a  crust  of 
bread.  They  had  no  trade  unions  to 
protect  them,  no  truly  representative 
Parliament,  and  their  church  taught 
submission  to  God's  will,  read  as  pen- 
ury. It  was  largely  the  evidence  of 
this  unhappy  period  that  impelled 
Parson  Malthus  to  write  his  gloomy 
prognosis  for  the  human  race. 
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jeping  hospitals  suppti 


Amfac  is  12,000  pharmaceuticals  af  hand 
whenever  you  heed  them 


Around  noon  he  treats  a  little  girl  with  a  dog  bite.  At 
39  the  ambulance  brings  a  diabetic  in  a  coma.  Doctors 
lust  have  immediate  access  to  the  right  medicines  and 
upplies  for  many  emergencies.  But  that's  thousands 
f  items.  How  can  they  be  kept  handy  at  every  hospital 
nd  local  phaVmacy?  It  takes  highly  efficient  distribution. 

One  of  America's  largest  distributors  of  pharmaceu- 
cals  and  hospital  supplies  is  Amfac  Drug  Supply  Co. 
rom  continuously  replenished  stocks  of  12,000  different 
ems  in  32  branches— Hawaii  to  the  Mississippi— it  de- 
fers health  care  products  of  hundreds  of  manufacturers. 
)uickly  Economically.  Daily 

With  similar  care,  Amfac  Electric  Supply  Co.  fills 
■>ousands  of  electrical  needs  of  industry  and  commerce, 
om  Alaska  to  Texas. 

Whatever  the  field,  Amfac  meets 
uman  needs  with  an  extra  touch  that 
saves  customers  enthusiastic.  Our  way 

Serving  People  in  the  U 


of  doing  business  dates  back  125  years,  when  our  first 
store  opened  in  Hawaii.  When  you  grow  up  on  an  island 
your  customers  are  your  neighbors.  You  become  person- 
ally interested  in  helping  them. 

Everything  we  do  reflects  our  high  quality  service— 
whether  we're  feeding  people  in  our  Fred  Harvey 
restaurants,  accommodating  travelers  in  our  Island 
Holidays  resorts,  catering  to  the  fashion-conscious  in 
our  Liberty  House  and  Joseph  Magnin  stores— hundreds 
of  enterprises  in  merchandising  and  hospitality,  food 
processing  and  asset  management. 

The  Amfac  way  has  helped  us  grow  from  a  single  store 

to  a  billion-dollar  company  Our  expansion  from  Hawaii 

to  the  continental  U.S.  is  only  seven  years  old,  but  already 

most  of  Amfac  revenues  come  from  the  American  West. 

For  a  copy  of  our  latest  report,  write  to 

^/p=n  Amfac,  Inc.,  Dept.  104,  P.O.  Box  3230, 
I  llll  OIL?        Honolulu,  Hawaii  96801. 

.S.  and  the  Pacific  Basin 
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Right  down  to  the  last  connection  of  your 
office  phone  system. 

The  finest  telephone  in  the  world  is  useless  by  itself.  To  com- 
municate, it  needs  connections.  Bell  supplies  the  phones  and  the 
connections. 

When  you  come  to  us,  we  are  100%  responsible  for  design, 
research  and  development,  supply,  installation,  maintenance,  repair, 
switching  and  transmission.  Everything. 

Who  else  takes  that  kind  of  end  to  end,  total  responsibility.  We  do. 
We  hear  you. 

Who  knows  more  about  phones  than  the  phone  company 


Next  time 

Us  dinner  a  deux, 

think  of  Texhxm. 


Why?  Because  whenever  it's  a  special 
evening,  the  table  is  very  likely  to  be  set 
with  shining  examples  from  Textron's 
Gorham  Division  — pewter  originals  or 
elegant  silver  designs.  Along  with  pieces 
from  Gorham 's  new  lines  of  fine  china 
and  crystal. 

Think  about  it.  Textron  is  Gorham 
pewter,  silver,  china  and  crystal.  And 


Eaton  paper.  And  Speidel  watchbands. 

And  the  one  thing  they  all  have 
in  common  is  the  uncommon 
products  they  are. 

Texhxm 

A  COMPANY  TO  THINK  ABOUT. 


Brutal  and  cynical,  and  yet  the 
policy  made  Britain  great.  Profits 
squeezed  from  the  ordinary  people 
were  invested  and  the  investment  cre- 
ated additional  production.  The  addi- 
tional production  apparently  checked 
inflation.  Even  when  gold  and  silver 
production  doubled  in  Brazil  in  the 
late  1600s,  prices  stayed  generally 
level.  For  300  years  low  wages  cre- 
ated high  profits  which  created  in- 
vestment capital  which  increased  pro- 
duction. The  situation  had  a  logic 
all  its  own:  In  1723,  a  leading  moral- 
ist wrote,  "To  make  society  happy, 
it  is  necessary  that  great  numbers 
should  be  wretched  as  well  as  poor." 
Yet,  the  logic  was  not  very  different 
from  an  episode  that  has  taken  place 
in  more  recent  times.  Stalin's  brutal 
exploitation  of  the  Russian  peasants 
created  the  capital  that  let  the  Soviet 
Union  enter  the  industrial  age. 

The  Balance  Shifts 

The  long  period  of  relative  price 
stability  ended  with  World  War  I.  It 
ended  around  the  same  time  that 
trade  unions  were  growing  in  pow- 
er and  legislatures  were  becoming 
more  responsive  to  the  masses.  The 
two  facts  are  closely  related.  Now 
the  workingman  had  a  defense 
against  wage-cutting  through  infla- 
tion: He  could  play  the  inflationary 
game,  too.  And  he  has— with  a  ven- 
geance. The  new  power  of  labor  has 
broken  the  iron  grip  of  Malthus  but 
it  also  has  destroyed  price  stability. 
Inflation,  stripped  to  essentials,  is  sim- 
ply a  running  fight  over  who  gets 
what.  Littie  wonder  it  can't  be  cured 
by  jiggling  the  prime  rate,  allowing 
unemployment  to  rise  by  a  few  points 
or  by  otherwise  fine-tuning  the  econ- 
omy. To  make  society  happy,  we  now 
believe,  it  is  necessary  that  no  one 
should  be  wretched  or  poor— yet  we 
are  not  willing  to  give  up  much  of 
what  we  have. 

Ask  any  central  banker  what  should 
be  done  about  inflation,  and  he  will 
say:  Keep  money  tight  and  submit  to 
some  unemployment.  But  any  politi- 
cian will  tell  you  that  this  prescrip- 
tion is  unacceptable  to  the  people 
who  put  him  into  office— and  thus 
unacceptable  to  him.  If  the  bankers 
could  lose  their  jobs  in  public  elec- 
tions, they  would  be  as  pliable  as 
putty,  too. 

To  answer  the  question  in  the 
headline:  No,  depression  is  not  the 
right  way  \o  cure  inflation;  it  is  a 
cure  that  modern  society  will  not  ac- 
cept. There  is  no  real  reason  the 
20th  century  inflation  must  end  in  the 
brutal  way  the  16th  century  inflation 
did.  In  the  modern  world  the  pie  is 
now  big  enough  to  give  practically 
everybody  a  fair  share.  ■ 


'...  a  delightsome  land." 

O  —Captain  John  Smith  ( 1608) 

Today,  Maryland  is  still  "a  delightsome  land"  .  .  .  not  only  for 
living,  but  for  business  as  well.  Consider  Maryland's  Office  of 
Business  Liaison.  It  will  help  businessmen  solve  any  kind  of 
problem  within  the  limits  of  our  State  government's  capa- 
bilities. It  provides  a  focal  point  for  answering  questions  on 
State  programs,  directs  suggestions  and  complaints  to  proper 
persons  for  action,  and  supplies  the  necessary  follow-up  to  see 
the  job's  done  right. 

It's  all  part  of  our  overall  philosophy,  "Once  we  get  you,  we 
don't  forget  you." 

Add  Maryland's  unique  locational  advantages,  its  financing  and 
labor  training  programs,  and  the  State's  genuine  livability — and 
you've  got  good  reason  to  consider  Maryland  when  conducting 
a  site  survey. 

Maryland 

Department  of  Economic  and  Community  Development 

Room  F-35,  2525  Riva  Road,  Annapolis,  Maryland  21401 

Phone:  301-267-5514 

Maryland 
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The  Great  Middleman 


Engelhard  Minerals  &  Chemicals 

doesn't  mine  much  ore  or  produce  many  chemicals. 

What  it  does  do  is  make  very  good  money 

out  of  almost  every  aspect  of  the  metals  business. 


"I  don't  understand  that  company, 
and  I  ret  i isc  to  get  involved  in  things 
I  don't  understand."  The  nonferrous 
metals  analyst  who  spoke  those  words 
was  talking  about  New  York's  Engel- 
hard Minerals  &  Chemicals.  EMC 
mines,  makes  or  trades  in  just  about 
every  metal  (including  gold)  known 
to  man,  and  handles  some  clays,  cata- 
lysts,   coal,  oil  and  fertilizer  to  boot. 

More's  the  pity  for  the  analyst,  be- 
cause EMC  is  a  great  company.  Over 
the  past  five  years,  it  has  returned 
over  20£  on  equity.  Last  year  it  re- 
turned a  golden  39%,  while  it  in- 
creased revenues  by  two-thirds— to  85 
billion— and  more  than  doubled  earn- 
ings to  over  $3.90  a  share.  In  a  highly- 
cyclical  commodity  industry,  Engel- 
hard has  tallied  only  one  year  of  de- 
clining profits,  1971.  And  that  was 
mostly  caused   by  internal  problems. 

To  be  sure,  1975  is  not  going  to 
be  a  carbon  copy  of  1974.  EMC's 
earnings  will  be  down  this  year.  But 
they  won't  be  down  so  much  as  to 
explain  why  the  stock  is  selling  at  just 
four  times  1974  earnings.  The  decline 
probably  won't  exceed  20%,  and  it  will 
leave  EMC  with  a  return  on  equity  of 

Rosenthal  of  EMC 


over   20%.    Recession?   Not   at   EMC. 

Not  every  analyst  is  baffled  by 
EMC.  One  who  isn't  is  Stein  Soelberg, 
the  nonferrous  man  at  Goldman, 
Sachs.  Soelberg,  who  likes  the  stock, 
told  Forbes  Staff  Writer  Robert  Nash: 
"Wall  Street  is  always  looking  for  an 
angle  in  a  company.  It  found  one 
in  Engelhard  with  the  catalytic  muf- 
fler and  the  stock  attracted  a  follow- 
ing. When  the  muffler  didn't  turn 
into  an  immediate  gold  mine,  the  fol- 
lowing slipped  away.  But  there  is  a 
lot  more  to  the  company  than  a  single 
angle."  The  fact  is  that  the  catalytic 
muffler  may  yet  pay  off  for  EMC; 
the  company  has  been  making  plati- 
num catalysts  for  less  than  a  year. 

EMC  is  big  in  gold.  Gold  fever  has 
subsided  somewhat  among  investors, 
and  EMC's  silver-haired  president, 
Milton  F.  Rosenthal,  is  even  happy 
about  it.  "It  would  have  been  an  evil 
day  for  the  country,"  he  says,  "if  peo- 
ple had  clamored  for  gold.  It  would 
have  meant  a  failure  of  confidence." 

Gold  fever,  in  any  event,  is  of  only 
marginal  interest  to  Engelhard.  At 
least  two-thirds  of  its  precious  metals 
sales  are  for  industrial  use.  The  whole 


precious  metals  division  contributes 
about  as  much  to  the  company's  prof- 
its as  does  its  second  division,  Min- 
erals &  Chemicals,  a  miner  of  clays 
and  lime  and  a  supplier  of  catalysts 
for  the  petroleum  industry.  Together 
these  two  parts  kick  in  about  a  quar- 
ter of  profits. 

In  addition,  the  late  Charles  Engel- 
hard .topped  off  his  company  with 
Philipp  Bros,  trading  company,  which 
last  year  accounted  for  80%  of  rev- 
enues and  three-fourths  of  profits. 
Engelhard  also  brought  in  61 -year- 
old  Milton  Rosenthal.  The  two  men 
were  quite  a  contrast— and  quite  a 
team:  Charlie  Engelhard,  a  hulking, 
rumpled,  wheeler-dealer  who  man- 
aged to  be  both  a  playboy  and  a  great 
businessman  at  the  same  time;  and 
Rosenthal,  short  and  slight  of  build,  a 
confirmed  family  man,  reserved,  in 
his  impeccably  tailored  suits. 

New  Boss 

Rosenthal,  a  graduate  of  New 
York's  City  College  and  Columbia 
Law  School,  has  done  some  dealing 
of  his  own.  He  started  industrial  life 
back  in  1946  working  for  Hugo  Stin- 
nes  Corp.  He  became  its  president  in 
1949.  Rosenthal  left  Stinnes  in  1964 
to  take  up  the  presidency  of  Min- 
erals &  Chemicals  Philipp,  at  the  in- 
vitation of  Charlie  Engelhard.  Charlie 
had  become  a  major  stockholder  in 
MCP,  then  a  miner  of  clay,  lime  and 
activated  bauxite  and  including,  of 
course,  Philipp  Bros.  Engelhard 
merged  his  precious  rnetals  company 
with  MCP  in  1967  to  create  Engel- 
hard Minerals  &  Chemicals.  He  also 
made  Rosenthal  its  president.  Rosen- 
thal took  over  as  chief  executive  when 
Charlie  died  in  1971. 

When  Rosenthal  took  over,  EMC 
was  a  question  mark.  Engelhard  In- 
dustries, the  precious  metals  division, 
had  problems.  Precious  metals  had 
slipped  from  pretax  profits  of  $12 
million  in  1969  to  $4  million  in  1970 
to  a  $7.4-million  loss  in  1971.  Under 
Rosenthal's  direction,  heads  rolled, 
plants  closed  and  salesmen  got  out 
and  started  selling  harder. 

In  Europe,  it  was  a  question  of 
whether  to  fish  or  cut  bait  in  precious 
metals  there  and  in  Philipp  Bros.'  not 
very  successful  trading  operation. 
Rosenthal  elected  not  to  cut  bait.  He 
acquired  England's  Sheffield  Smelt- 
ing, the  famous  old  silver  refiner. 
"We  became,"  he  says,  "a  major  I. 
tor  in  the  English  and  European  pre- 
cious metals  industry."  He  strength- 
ened Philipp's  European  trading  by 
acquiring  the  British  trader,  Anglo 
( :ln  mical  &  Ore  Co.,  in  1971. 

Rosenthal  got  EMC  into  the  phos- 
phate fertilizer  business  by  helping 
to  finance  Beker  Industries  three  years 
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I  m  not  afraid  to 

save  money... that's 

why  I  rent  from 

Budget." 


"With  today's  prices,  you  have  to  be 
smarter  with  money.  Thaf  s  why  I  like 
Budget.  When  I  fly,  I  just  call  their 
800  number  and  a  car  is  reserved  for 
me,  usually  right  at  the  airport 
terminal.  Monte  Carlos,  Novas,  or 
"No  Mileage  Charge"  Vegas.  You 
really  save  money  with  that  deal. 

"Ldon't  know  about  anyone  else, 
but  Budget  really  makes  sense  to  me." 


The  difference  is  the  dollars  you  save. 


per  day 

No  Mileage 
Charge* 


For  Super  Rez®  Toll  Free  reservations  anywhere  in  the 
U.S.,  Canada  and  worldwide  call: 

800-228-9650 

(In  Nebraska,  call:  1-800-642-9910) 


Budget 


*  Chevy  Vega  or  similar  car. 
Pay  only  for  the  gas  you  use. 
At  participating  airport 
ocations. 


rentacar 


©  1975  Budget  Rent  a  Car  Corporation  of  America 
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ATransamerica  Company 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  tKese  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUES 


February  5, 1975 


$125,000,000 


PPG  Industries,  Inc. 


$50,000,000 
S  Notes  Due  1985 
Price  99.625% 

plus  accrued  interest 


$75,000,000 
%XA%  Sinking  Fund  Debentures  Due  2000 

Price  99% 

plus  accrued  interest 


Copies  oj  the  Prospectus  may  be  obtained  jrom  any  oj  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Bly  th  Eastman  Dillon  &  Co. 

Incorporated 

Merrill  Lynch,Pierce,Fenner&Smith 

incorporated 


Goldman,  Sachs  &  Co. 
Salomon  Brothers 


Dillon,  Read  &  Co.  Inc.       Drexel  Burnham  &  Co.       Halsey,  Stuart  &  Co.  Inc. 

Incorporated  Affiliate  of  Rache  &  Co.  Incorporated 


Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


Kuhn,  Loeb  &  Co. 
Loeb,  Rhoades  &  Co. 


Lazard  Freres  &  Co. 


E.  F.  Hutton  &  Company  Inc. 
Lehman  Brothers 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Reynolds  Securities  Inc.  Smith,  Barney  &  Co.  Wertheim  &  Co.,  Inc. 

Incorporated 


White,  Weld  &  Co. 

Incorporated 


Dean  Witter  &  Co. 

Incorporated 


ago;  EMC  now  owns  about  15%  of 
Beker's  publicly  traded  stock. 

He  bought  National  Zinc  in  1973 
for  $4  million.  EMC  will  operate 
National  Zinc's  zinc  smelter  under  a 
variance  from  pollution  laws  until  its 
new  $35-million  smelter  is  completed 
early  next  year.  When  the  new  plant 
comes  in,  EMC  will  own  nearly  10% 
of  U.S.  zinc-smelting  capacity. 

•For  all  this,  Rosenthal  has  no  in- 
tention of  making  EMC  an  across- 
the-board  metals  manufacturer.  Ev- 
ery one  of  those  ventures  was  under- 
taken as  an  adjunct  to  Philipp's  trad- 
ing activities.  In  each  case  EMC 
bought  the  capacity  to  make  a  com- 
modity in  short  supply  or  one  it  saw 
coming  into  short  supply,  to  round 
out  Philipp's  ability  to  trade. 

Those  are  the  moves  Rosenthal  did 
make.  The  one  he  didn't  make  is  just 
as  vital  to  Engelhard.  He  didn't  dis- 
turb Ludwig  Jesselson.  Jesselson  runs 
Philipp  Bros.  "He  runs  it,"  says  Ros- 
enthal, "free  from  the  ordinary  bu- 
reaucracy of  the  public  company." 

Old-Country  Trader 

Jesselson,  German  born,  without 
higher  education,  has  been  trading 
metals  for  more  than  40  of  his  64 
years.  He  took  a  metals  trader's  desk 
at  Philipp  back  in  1937  for  the  prince- 
ly sum  of  $60  a  week.  These  days 
he  runs  Philipp  from  his  26th-floor 
office  in  Manhattan.  His  EMC  stock 
is  worth  about  $15.5  million. 

Jesselson,  in  his  shirtsleeves  and 
shuffling  cables  and  quotations  as  he 
talks,  says  he  doesn't  understand  why 
people  think  his  company  is  such  a 
mystery.  "In  this  country  trading  seems 
to  be  something  of  an  unnecessary 
evil.  In  Britain  it  was  the  backbone  of 
the  British  Empire."  He's  right,  of 
course.  The  U.S.  didn't  have  to  trade 
much;  it  was  rich  in  raw  materials. 
Not  so  Britain  and  Japan,  both  of 
which  had  to  get  their  raw  materials 
where  they  could  find  them.  They 
needed  specialists  who  knew  loca- 
tions, ore  grades,  transportation,  etc. 
Today  the  U.S.  is  fast  joining  Britain 
and  Japan,  and  badly  needs  the  Phil- 
ipp Bros,  kinds  of  skills. 

Philipp,    founded    some    75    years 
ago,  arranges  for  the  mining,  Bnanc 
ing,    storage,    transportation,    refining 
and   testing  of  ores,   all    for  a   lee.    It 
will    even    barter    if    customers    want. 
Philipp  boasts  500  traders  in    10  cities 
all   over   the   world,    Free,    Iron    Cur- 
tain or  Chinese.  The  shape  of  govern 
ment    doesn't    matter    to     Philipp.     It 
dealt    with    Chile    before,    during   and 
after   Allende.    It    trades   with    Bolivia 
even    alter    its    own    mines    \\r\r    n.i 
tionalized,    with    Cuba    through    foi 
eign    subsidiaries,    and    with    Guyana 
which,  after  nationalizing  Alcan  baiix 
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ite,  signed  up  with  Philipp  to  move  it. 

Philipp  will  make  any  kind  of  deal, 
long  or  short  term,  involving  any  leg 
of  the  flow  of  commodities,  though 
it  is  normally  not  involved  in  agricul- 
tural products.  It  will  start  from 
scratch,  as  it  did  with  several  Turk- 
ish chrome  mines.  In  return  for  a 
long-term  contract  for  the  ore,  Philipp 
financed  the  start-up  of  the  mines, 
arranged  for  all  services  up  to  the 
point  where  the  chrome  ore  was  sold 
to  a  processor.  In  such  long-term  con- 
tracts, Philipp  passes  along  all  costs 
plus  a  fee.  And  because  its  traders 
have  to  be  up  to  the  minute  in  all 
phases  of  the  business,  they  run  into 
opportunities  for  spot  and  short-term 
business  as  well.  "We  don't  claim  to 
hear  the  grass  growing,  but  we  sure 
watch  it  closely,"  says  Jesselson. 

Philipp  does  not  take  a  "position" 
in  the  commodities  it  trades  in.  In 
other  words,  it  does  not  buy  or  sell  in 
the  expectation  or  hope  that  the  price 
will  later  rise  or  fall.  It  does,  in  the 
normal  course  of  business,  have  ex- 
tensive dealings  in  many  foreign  cur- 
rencies. To  hedge  those  risks,  though 
not  to  speculate,  Rosenthal  estab- 
lished his  own  Swiss  bank,  Philipp's 
"window  on  foreign  currencies." 

Since  Philipp  works  on  a  fee  basis, 
and  those  fees  tend  to  change  much 
less  than  prices,  Philipp  will  actually 
widen  its  margins  as  prices  fall.  Over 
the  last  down  commodity  cycle,  1971 
and  1972,  its  pretax  profits  fell  only 
17%.  In  1973  they  nearly  doubled, 
and  in  1974  nearly  tripled. 

Meanwhile,  Jesselson  has  branched 
out  from  ore  and  metals  into  trading 
coal,  oil  and  fertilizer.  Right  now, 
fuels  are  probably  his  second  volume 
commodity,  behind  copper,  though 
the  relative  volumes  fluctuate  con- 
siderably from  year  to  year. 

The  Rivals 

Most  of  Philipp's  competition  is 
from  smaller,  often  privately  held  com- 
panies. The  Japanese  trading  compa- 
nies trade  primarily  for  their  own 
country's  needs.  But  as  the  world  goes 
more  and  more  to  the  African  hills 
for  its  copper  and  to  the  Arabian 
deserts  for  its  oil,  isn't  Philipp  going 
to  attract  more  competition?  "Sure," 
Rosenthal  cracks,  "competition  could 
grow.  Like  grass  in  England.  You 
seed  it,  weed  it,  nurture  it,  and  in  50 
years  you  have  a  fine  English  lawn." 

So,  the  message  for  Wall  Streeters 
and  investors  who  don't  understand 
the  company  is:  Engelhard  is  not  so 
much  a  miner  or  manufacturer  as  it 
is  a  knowhow  company,  wed  to  no 
metals  or  processes  but  exceptionally 
well  positioned  to  take  advantage  of 
whatever  happens  in  the  vast  metal 
markets  of  the  world.   ■ 
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Pat  and  Mike  on  Central  Park  South. 


On  Standing  Pat 

WE  stand  firm  on  our  Essex  House 
tradition. 
Whenever  you  stay  here,  we  sur- 
round you  with  all  the  special  style 
our  name  is  famous  for.  Comfortably 
wrapped  in  a  genuine  welcome  and 
honest  concern  for  your  needs.  We 
want  to  make  you  happy. 

Mike  the  Magnificent. 

Whenever  we  talk 
aboutour  tradition, 
we  must  make  mention 
of  a  man  who  has  made 
history   here.    Mike 
O'Rourke,  our  Senior 
Bell  Captain,  is  typical 
of  the  people  who  wel- 
come you  to  our  hotel. 
He's   been   bringing   a 


positive  quality  and  sense  of  personal 
enjoyment  to  every  aspect  of  his  work 
for  over  42  years.  Thank  you,  Mike. 
You're  magnificent. 

Pleas  and  Thank  You. 

We  urge  you  to  make  reservations 
in  advance  of  your  trip,  but  if 
business  brings  you  here  in  a  hurry, 
call  toll-free.  We'll  do  our  best  to  pro- 
vide your  room  or  suite.  Thank  you. 

Marriotts 
ESSEX  HOUSE 

A II you  need  to  know  about  hotels  in  New  York. 

160  Central  Park  South,  New  York  10019. 

Telephone  toll-free  for  your  reservations: 

800-228-9290. 

Write  for  our  new  brochure. 
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MVE  YEAR  SUMMARY 


1974  1973 

$52,759,963  $40,257,428 


1972 

$39,709,316 


1971 

$36,993,874 


1970 
$32,693,584 


1,519,671 


.72 


948715*         1,159,008        1,030,617 


.45* 


.55 


.49 


13,478,762         12,530,047       11,371,039 


Net  Sales 

Earnings 
After  Taxes  . . . 
Earnings 
Per  Share. 

Stockholders' 

Equity  14,998,433 

Book  Value 

Per  Share 7.12  6.40 

#These  figures  reflect  a  special  charge  related  to  the  discontinuation  of  dye 
machine  program  of  $239,898  after  taxes,  or  110  a  share. 

If  you  want  more  facts,  send  for  a  copy  of  our  1 974 
Annual  Report  to  Robert  S.  Davies,  Synalloy 
Corporation,  Dept.  F-52,  Box  5627,  Spartanburg, 
>^S^/^S.C.  29301. 
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''We're  No.  One 


99 


Dow  Chemical  is  crowing 

and  with  good  reason.  It  has  moved  into  first 

place  in  its  industry  in  profits. 


Dow  Chemical's  feisty  Chairman 
Carl  A.  Gerstacker  strode  over  to  the 
Forbes  reporter  at  Dow's  Midland, 
Mich,  corporate  headquarters  last 
week  waving  a  1970  copy  of  Forbes 
magazine  and  chortling:  "You  said 
Dow  was  going  to  have  trouble  grow- 
ing, because  we  were  top-heavy  with 
debt.  Ha!  Today  we  have  about  $300 
million  more  debt.  And  our  bond 
rating  was  just  increased  this  mOnth 
from  single  A  to  double  A." 

Gerstacker,  a  short,  impishly  ag- 
gressive man  of  almost  59,  wasn't  even 
scheduled  to  see  the  Forbes  reporter. 
But  he  couldn't  pass  up  the  oppor- 
tunity to  crow.  And  you  can't  blame 
him:  He  has  plenty  to  crow  about 
with  Dow's  most  spectacular  year  in 
history  just  behind  him. 

Quite  simply,  Dow  became  the  most 
profitable  chemical  company  in  the 
U.S.  in  1974.  In  one  year,  Dow  shot 
past  such  giants  as  Union  Carbide 
and  du  Pont  by  doubling  earnings 
(to  $557  million)  on  a  61%  sales 
increase  (to  almost  $5  billion).  Its 
return  on  equity:  28%— among  the 
best  in  U.S.  industry.  And  that  re- 
ported profit  was  after  $240  million 
in  deductions  resulting  from  a  switch 


to  last-in-first-out  accounting,  accel- 
erated depreciation  for  foreign  opera- 
tions and  a  special  provision  for  in- 
come taxes  on  unremitted  earnings  of 
foreign  subsidiaries.  The  upshot: 
Dow's  spectacular  reported  earn- 
ings were  understated.  Furthermore, 
Dow's  cash  flow  was  just  under  $1 
billion.  It'll  top  $1  billion  this  year. 

What  caused  Dow's  spurt?  Mainly, 
it  was  able  to  demand,  and  get,  high- 
er prices  from  its  many  customers. 
Of  the  nearly  $2-billion  increase  in 
1974  sales,  all  but  6%  came  from  price 
increases.  Why  did  the  customers  go 
along?  Because  Dow  had  the  feed- 
stock supplies  that  its  competitors 
lacked.  It  could  supply  customers 
without  long  delays.  Says  Financial 
Vice  President  Paul  F.  Oreffice: 
"Price  wasn't  the  most  critical  problem 
in  1974;  it  was  availability."  It  was  a 
case  of  foresight  paying  off.  Dow 
spent  more  heavily  in  the  past  to  de- 
velop feedstock  sources.  So  its  shelves 
were  full  in  1974. 

Higher  prices  were  one  plus.  But 
there  were  others.  For  one  thing, 
Dow's  interest  income  gained  sharply, 
more  than  offsetting  increased  inter- 
est charges.  For  another,  earnings  of 


Gerstacker  of  Dow 

partially  owned  affiliates  like  Dow 
Coming,  Dow-Badische  and  Dow 
Schlumberger   increased   significantly. 

In  addition,  the  company's  labor 
costs  were  under  good  control,  falling 
from  22%  to  18%.  To  fight  a  demand 
by  its  Midland  union  (representing 
almost  5,000  of  its  31,000  U.S.  work- 
ers) for  an  open-ended  cost-of-living 
escalator  clause,  Dow  took  a  bitter 
six-month  strike  marked  by  violence. 
Dow  won. 

During  the  strike  3,000  of  Dow's 
salaried  employees  handled  all  opera- 


The  Other  Half 


It's  not  popular  these  days  to  boast 
about  diversification.  But  Armco's  Bill  Verity 
looks  at  it  as  an  important  asset  in  a  year 
when  he  expects  the  steel  business  to  be  down. 


His  lunch  finished,  Chairman  C. 
William  Verity  Jr.  of  Armco  Steel 
Corp.  turned  to  a  Forbes  reporter 
and  snorted,  "I  busted  my  butt  to 
get  into  this  position,  and  they  don't 
give  a  damn.  Not  a  single  question." 

For  an  hour  in  a  private  dining 
room  at  New  York's  august  Lawyers' 
Club,  Bill  Verity  had  dutifully  fielded 
questions  from  two  dozen  top  steel 
analysts.  But  nobody  had  bothered 
to  ask  questions  about  the  area  Verity 
most  wanted  to  talk  about— Armco's 
nonsteel  business. 

"Heck,"  said  Verity,  relaxing  later 
in  his  New  York  hotel  suite.  "This  year 
Armco  Enterprises  Group— oui  non- 
steel  operations— will  bring  in  55%  of 


profits.  That's  going  to  be  very  im- 
portant in  the  way  people  look  at 
Armco." 

Of  course,  this  is  steel's  year  on 
Wall  Street,  what  with  record  earn- 
ings, and  The  Street  has  a  notorious- 
ly one-track  mind.  So  it's  hardly  sur- 
prising that  the  analysts  were  only 
interested  in  talking  steel.  Armco,  like 
everyone  else,  did  extremely  well  in 
steel:  earnings  of  $112  million  on  $2.1 
billion  in  sales— about  5.4%  net  on  the 
sales  dollar,  which  is  about  in  line 
with  other  big  steel  outfits.  But  Armco 
Enterprises  did  even  better:  $93  mil- 
lion in  net  on  $1.3  billion  in  sales. 

Look  at  it  this  way:  Armco  earned 
about  $3.75  a  share  in  the  steel  busi- 


ness and  about  $3  a  share  in  its  oth- 
er businesses.  Their  combined  net  was 
$6.71  a  share,  just  about  double 
1973  earnings. 

Says  Verity:  "This  year  is  bound  to 
be  a  down  year  for  steel,  but  we  won't 
be  down  as  much  as  our  competitors, 
because  of  our  diversification." 

Diversification  into  what?  Every- 
thing from  insurance  and  leasing  to 
oil-rig  equipment  and  plastic  pipe. 
But  don't  call  it  a  grab  bag,  please. 
Bill  Verity  is  very  sensitive  on  that 
subject.  Those  are  all  businesses,  he 
says,  that  Armco  knows  about. 

Take  insurance.  Armco  began,  like 
most  companies,  by  insuring  its  own 
plants.  Its  Bellefonte  Insurance  sub- 
sidiary branched  out  in  the  early 
1970s  into  property,  casualty  and  re- 
insurance. After  buying  a  Frem  li 
company  along  the  way,  it  also  set 
up  an  international  headquarters  in 
Bermuda.  Bellefonte  now  writes  about 
$60  million  in  premiums  annually  in 
the  U.S.  and  Europe,  and  could  net 
$10  million  in  1975. 

Armco  started  leasing  j«i  planes  and 
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Big  Spender.  Dow  spends  more  than  most  to  increase  chemical  capacity.  And 
plants  like  this  one  in  Texas  may  be  just  openers.  Dow's  Gerstacker  says: 
"We  are  underspending.  We  need  to  build  more  to  avoid  future  shortages." 


tions.  And  guess  what?  Toward  the 
end  of  the  strike,  production  was  run- 
ning at  full  blast  with  far  fewer  work- 
ers. In  the  end,  Dow  granted  only  a 
51-cent-an-hour  increase  and  limited 
the  cost-of-living  increase  to  49  cents 
over  the  next  30  months.  Moreover, 
Dow  eliminated  318  jobs.  But,  pour- 
ing some  balm  on  wounded  sensibili- 


ties, Dow  offered  a  lump-sum  infla- 
tion bonus  of  10%  of  annual  pay  to 
all  employees  and  $2,300  to  each 
pensioner. 

But  what  about  1975?  Can  Dow 
weather  the  storm?  As  one  chemical 
industry  observer  puts  it,  "If  all  of 
1975  turns  out  to  be  like  the  months 
of  December  and  January,  then  prof- 


its are  going  to  virtually  disappear." 

If  that  happens  Dow  won't  escape. 
But  Dow  is  betting  that  all  of  1975 
won't  be  as  bad  as  those  two  months. 
In  fact,  Gerstacker  and  Oreffice  are 
flatly  predicting  a  10%  gain  in  earn- 
ings in  1975.  What's  more,  they  are 
going  to  invest  $1  billion  in  plant  and 
equipment— even  more  than  last  year's 
record  $870  million. 

Oreffice  says:  "Some  $200  million 
of  last  year's  spending  went  for  oil 
and  gas  production  and  exploration. 
In  1975  most  of  that  $1  billion  will 
be  for  chemical  operations."  He's  look- 
ing beyond  1975:  "We  see  opportu- 
nities because  we  see  capacity  short- 
ages in  1976  and  1977.  You  don't 
hold  down  spending  because  a  bad 
year  pops  up."  Especially  when  you 
have  a  cash  flow  of  over  $1  billion. 

Timid  Old  Lady 

After  Carl  Gerstacker  had  his  laugh 
at  Forbes,  he  turned  on  Oreffice: 
"Paul,  you're  too  timid,  you're  like  an 
old  lady,  worrying  about  liquidity. 
We  ought  to  be  borrowing  much 
more."  Dow  has  "only"  $1.3  billion 
in  long-term  debt,  or  39%  of  total 
capital.  However,  Gerstacker  points 
out  that  the  ratio  has  declined  sharply 
in  the  last  few  years  as  profits  soared. 

That  could  be  one  reason  why  he 
insisted  that  Dow  enlarge  its  recent 
$200-million  debt  issue  in  February 
to  $225  million.  He  says  only:  "Every- 
one was  clamoring  for  more  of  our 
bonds,  so  we  made  them  happy." 

It  made  Gerstacker  happy,  too.  ■ 


Plastic  pipe  may  be  prosaic,  but, 
says  Armco's  Verity,  "This  is  the 
year  diversification  will  help  us." 


big-ticket  capital  goods  to  use  up 
some  tax  credits  back  in  the  days 
when  the  steel  business  was  bad.  It 
started  in  joint  ventures  with  leasing 
companies;  it  is  now  on  its  own,  and 
today  has  around  $250  million  in 
equipment  under  lease. 

As  for  pipe,  Armco  has  been  in 
that  since  the  early  1900s— corrugated 
pipe  for  construction  and  road-build- 
ing. Verity  has  since  pushed  into  plas- 
tic sewer  pipe.  The  Metals  Products 
division  is  also  big  in  pre-engineered 
steel  buildings,  where  Armco  is  sec- 
ond only  to  Butler  Manufacturing. 
Metals  Products  is  worth  around  $350 
million  a  year  in  volume. 

The  Enterprises  Group  includes  one 
jewel  of  an  acquisition  that  came  to 
Armco  long  before  Bill  Verity  took 
the  helm.  In  early  1959  his  predeces- 
sors bought  National  Supply,  then  and 
now  the  nation's  largest  supplier  of 
oil-  and  gas-field  equipment.  The 
idea  was  to  own  a  customer  for 
Armco's  surplus  steel.  But  there  was 
a  long  string  of  rough  years  while 
exploration  stagnated  in  the  U.S.  The 
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Organization  of  Petroleum  Exporting 
Countries  changed  all  that.  Today 
National  Supply  has  40%  of  the  boom- 
ing U.S.  market  for  oil  and  gas  drill- 
ing equipment— probably  as  much  as 
its  two  biggest  rivals,  U.S.  Steel  and 
Lykes-Youngstown,  put  together. 

To  be  sure,  Armco  is  not  the  only 
steel  company  that  has  diversified. 
But  Armco  is  deeper  into  fabricating 
than  either  U.S.  Steel  or  Bethlehem, 
and,  to  Verity's  credit,  Armco's  ven- 
tures into  the  risky  leasing  and  insur- 
ance businesses  have  produced  prof- 
its, not  losses. 

There  are  those  who  say  conglom- 
erate diversification  is  a  negative,  not 
a  positive,  for  a  stock.  And  certainly 
Wall  Street  is  ignoring  Armco's  di- 
versification; its  price/ earnings  ratio, 
about  4,  lumps  it  right  down  with  all 
the  other  steel  companies. 

Bill  Verity,  however,  looks  at  it 
this  way:  Steel  will  always  be  a  cy- 
clical industry,  no  matter  what  the  op- 
timists may  say.  "We,"  he  says,  "in- 
tend to  grow  in  areas  that  make 
Armco  less  cyclical."  ■ 
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A  Talk  With  Economist  Karl  Brunner 

Why  central  bankers  of  Europe  wish  Arthur  Burns  would  get 
a  bit  tougher  with  American  politicians. 


B\  <  i  M  r.  \i.  \(  IU  I  MEN  i.  the  U.S. 
economj  is  the  strongest  in  the  world 
and  the  U.S.  dollar  is  undervalued; 
Y< ;  the  dollar  has  been  weak,  and  a 
good  many  foreigners  think  the  U.S. 
is  in  danger  of  sinking  into  the  worst 
depression  yet.  The  current  American 
attitud  to    be:    Get    people 

'  ing  again— damn  the  deficit! 

Meanwhile,  in  Europe  the  central 
banks  are  beginning  to  talk  back  to 
the  politicians,  steadily  driving  down 
the  money  growth  rate  and  refusing 
to  finance  their  full-employment-at- 
any-cost  programs.  It's  happening  in 
Spain,  in  France,  in  Germany.  In  Ger- 
many and  Switzerland,  central  banks 
have  even  committed  themselves  pub- 
licly to  tough  8%  and  6%  money 
growth  rates  for  the  full  year. 

Karl  Brunner.,  59,  is  a  money  man's 
money  man.  He  divides  his  time  be- 
tween the  universities  of  Rochester 
and  Berne,  Switzerland,  where  he 
teaches  monetary  theory  and  policy. 
Just  back  from  making  the  rounds  of 
the  European  central  banks,  Brunner 
flatly  told  Forbes:  "The  central  bank- 
ers are  very,  very  worried  about  what 
we  are  doing  in  this  country. 

"Who  knows  what  the  Federal  Re- 
serve will  ultimately  do  when  the  bor- 
rowing requirements  of  the  Treasury 
really  begin  to  pile  up  this  summer 
and  fall?  If  the  Fed  reacts  as  it  al- 
ways has,  it  will  help  finance  that  def- 
icit through  open  market  operations. 

"If  we  have  a  total  deficit  of  around 
$90  billion  this  year  and  next,  let's 
suppose  the  Fed  finances  a  third  of 
that— $30  billion,  or  $15  billion  a  year. 
That  would  mean  an  acceleration  in 
the  money  growth  rate  from  the  cur- 
rent 4%  to  about  15%.  The  rate  of  in- 
flation would  go  up  toward  20%  by 
the  end  of  next  year!" 

The  Stubborn  Way? 

Of  course  there  is  no  law  saying 
the  Fed  must  finance  the  huge  U.S. 
budget  deficit.  Federal  Reserve  Board 
members  serve  14-year  terms,  so  they 
are  able  to  say  no.  The  West  Ger- 
man government  is  also  running  a 
large  budget  deficit  this  year,  but  the 
Bundesbank,  in  committing  itself  to 
an  8%  money  growth  rate  in  an  econ- 
omy with  an  inflation  rate  of  roughly 
7%,  has  simply  refused  to  finance  it. 

Will  the  Fed  follow  the  Bundes- 
bank's lead  this  year?  The  record  is 
scarcely  encouraging,  says  Brunner. 
"We've  had  three  opportunities  in  the 
last  ten  years  to  get  out  of  inflation, 
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Economist  Brunner 


and  each  time  we've  muffed  it.  And 
each  time  the  cost  became  higher 
and  the  difficulties  more  entrenched. 

"We  could  have  gotten  out  of  in- 
flation at  practically  no  social  cost  in 
1966-67.  Just  a  minirecession.  The 
rate  of  inflation  slowed  by  50%  there 
within  a  few  months.  But  the  Federal 
Reserve  swung  around  in  the  winter 
of  1966-67  in  a  horrible  way— huge 
monetary  expansion  in  order  to  'stabi- 
lize interest  rates.'  We  had  a  second 
opportunity  in  1970.  There  again  the 
Federal  Reserve  swung  around  too 
quickly  in  the  early  months  of  that 
year,  nearly  doubling  the  money 
growth  rate  between  January  1970 
and  August  1971.  And  then  we  had  a 
third  opportunity.  By  the  spring  of 
1972  the  inflation  rate  had  dropped  to 
about  3%.  But  the  money  growth  rate 
more  than  doubled  between  April  and 
December— a  phenomenon  some  at- 
tribute to  the  election  of  1972. 

"Somebody  has  to  pay  the  price 
for  these  huge  budget  deficits.  Quite 
aside  from  the  inflation  it  causes,  it 
simply  means  that  resources  are  tak- 
en away  from  the  private  sector, 
mostly  from  corporate  investment, 
and  absorbed  by  the  government  sec- 
tor. That's  why  you've  seen  investment 
expenditures    lagging    very    badly    in 


Germany  for  the  past  four  years.  Or 
Italy,- the  classic  example.  If  the  U.S. 
^Government  mops  up  70%  or  80%  of 
the  capital  market  funds  either 
through  inflation  or  direct  borrowing, 
there  is  simply  less  left  for  housing 
and  corporate  investment. 

"The  same  politicians  who  scream 
that  there  are  no  funds  for  housing 
are  the  ones  who  make  sure  the  funds 
are  taken  away  by  the  Government." 

So  what  should  Arthur  Burns  do? 
The  European  central  banks  would  like 
a  clear  signal  from  Burns,  a  public 
statement  of  the  Fed's  monetary  pol- 
icy for  the  year,  says  Brunner. 

"European  central  banks  want  to 
see  a  stable  and  predictable  U.S. 
monetary  policy.  My  own  recommen- 
dation would  be  for  a  6%  growth 
rate  for  the  year,"  says  Brunner.  No 
more  of  these  sudden  increases  and 
decreases.  "I  see  no  reason  why  the 
Fed  should  have  such  large  gyrations. 
They  had  this  very  large  6%  accelera- 
tion of  monetary  growth  in  the  first 
half  of  last  year  and  practically  zero 
growth  in  the  second  half.  They  ac- 
celerated again  up  to  5%  or  6%  dur- 
ing October  and  November,  only  to 
slow  down  in  December.  We're  now 
back  to  where  we  were  last  August 
and  September.  Such  gyrations  cre- 
ate uncertainties  in  the  capital  mar- 
kets and  start  all  sorts  of  unneces- 
sary guessing  games." 

What  chance  is  there  for  the  Fed 
to  commit  itself  openly  to  a  tough  6% 
money  growth  rate  for  the  year? 
Brunner  concedes  there  is  little  sup- 
port for  the  idea  within  the  Fed,  and 
virtually  none  in  Congress. 

Which  puts  the  spotlight  squarely 
on  Arthur  Burns.  An  old  friend  of  the 
Fed  chairman  says:  "Burns  feels 
quite  keenly  that  he  was  had  by  Nix- 
on. From  here  on  out,  I  think  he  has 
his  eyes  on  the  history  books,  not  the 
White  House."  If  Burns'  friend  is 
right,  there  could  be  some  interesting 
fireworks,  with  the  Fed  chairman 
standing  firm  while  Congress  and 
many  businessmen  and  labor  leaders 
scream  for  his  head.  Senator  Hubert 
Humphrey  (Dem.,  Minn.)  has  called 
for  congressional  intervention  to  ease 
credit:  "I  propose  that  we  get  ahold 
of  this  Federal  Reserve  Board  . . .  be 
fore  they  take  us  down  the  drain." 

The  prognosis,  then,  is  for  a  con- 
tinuing tug  of  war  but  little  chance  <>| 
the  kind  of  stand  by  the  Federal  Re 
serve  that  Brunner  and  the  Euro 
pean  bankers  would  like  to  lee.    ■ 
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The  Way  It  Was  .  . . 


Katz  of  Xonics 


Xonics:  In  the  go-go  years  the  name 
alone  would  have  been  worth  a  price/ 
earnings  ratio  of  50.  Guess  what?  It 
still  is. 

The  little  Van  Nuys,  Calif,  compa- 
ny has  a  hot  new  X-ray  technology 
to  sell;  even  doctors  not  on  Xonics' 
payroll  are  excited  by  it.  But  so  far 
not  a  single  machine  has  come  down 
the  production  line.  In  fact,  there  is 
no  production  line. 

Nonetheless,  Chairman  Bernard 
Katz  took  the  company  public  in  1970 
and  promoted  it  to  a  presplit  price/ 
earnings  ratio  of  250  by  1973.  Two 
stock  offerings  have  brought  in  over 
$6  million  of  the  public's  money.  Soon 
after  Xonics  went  on  the  American 
Stock  Exchange  this  January,  its  P/E 
went  to  a  spectacular  55. 

The  balance  sheet?  Well,  deferred 
research  and  development  totaled  $4 
million,*'  equal  to  half  stockholders' 
equity  on  Xonics'  last  balance  sheet. 
Sales?  About  $8  million  this  fiscal 
year,  mostly  in  government  research. 

But  you  got  to  have  faith  in  my 
technology,  says  Bemie  Katz.  We'll 
do  $600  million  in  sales  within  five 
years.  Read  all  about  it  in  my  four- 
color  prospectus. 

Promotional  hoopla  aside,  Katz'  ba- 
sic technology  is  promising.  Xonics' 
electron  radiography  produces  sharp- 
er images  with  dramatically  lower 
dosages  at  half  the  cost  of  a  conven- 
tional X-ray.  It  aims  to  obsolete  the 
existing  X-ray  silver  halide  technolo- 
gy, a  $l-billion  worldwide  business. 


...  is  the  way  it  is  with  yet 
another  California  highflyer. 

Xonics'  system  works  like  a  Pola- 
roid camera:  The  entire  imaging 
process  takes  place  in  a  black  box 
that  fits  into  a  conventional  X-ray  ta- 
ble. "No  technicians,  no  darkroom, 
no  plumbing,  no  waiting,"  says  Katz. 
Seventy-five  percent  of  profits  will 
come,  he  says,  from  the  consumables 
the  black  box  uses— polyester  sheets, 
chemicals,  xenon  gas.  Katz  says,  "We'll 
count  clicks,  just  like  Xerox." 

But  the  technology,  a  spinoff  from 
the  ion  engine  developed  in  the  space 
program,  is  a  tough  one.  The  likes  of 
du  Pont  and  Xerox  tackled  it  and 
gave  up.  The  pace  of  Katz'  public 
pronouncements  far  outstripped  prog- 
ress toward  production;  a  successful 
prototype  was  ready  only  last  fall. 
Katz  now  promises  limited  production 
"in  the  current  calendar  year." 

How  much  demand  is  there  for  his 
product?  That's  a  little  hard  to  pin 
down,  though  he's  quick  to  tell  you 
the  med  schools  are  crazy  about  it. 
Katz  first  said  he  had  orders  for 
some  30  chest  X-ray  units  (at  $40,000 
each).  And  for  the  mammographic 
unit?  Well,  none,  "because  we  show 
it  for  the  first  time  this  weekend." 
After  the  weekend,  Katz  said  he  had 
maybe  30  orders  for  both  kinds. 

Katz  says  that  he  and  the  scientists 
who  co-founded  Xonics  are  deter- 
mined not  to  repeat  the  situation  at 
other  high-technology  firms  "where  a 
lot  of  scientists  run  around  in  white 
coats,  but  don't  know  how  to  get  the 
hardware  out  the  door."  Already  they 
have  Xonics'  negative  monthly  cash 
flow  down  from  $250,000  to  $50,000, 
Katz  says,  and  all  curves  are  up. 

Curves  are  crucial.  "No  matter  how 
good  the  X-ray  is,  you're  going  to  get 
somebody  in  the  back  room  saying, 
'Tell  me  what  you  did  last  quarter.' 
And  if  the  curve  is  down,  they  don't 
believe  the  science  either." 

But  the  Dow  curved  down  250 
points  after  Xonics'  offering  last  spring, 
putting  pressure  on  Katz  to  deliver  a 
product  to  satisfy  "this  very  nervous 
stock  market."  So  he  scrambled  to  sell 
U.S.  co-exclusive  rights  to  a  big- 
league  partner— Siemens,  General 
Electric,  Philips,  AGFA-Gevaert- 
even  though  it  would  mean  sharing 
the  profits.  "It  makes  no  difference 
whether  we  make  $40  million  after 
taxes  in  1980,  as  we  once  projected, 
or  $20  million.  They're  such  big  num- 
bers! We're  not  going  to  be  greedy." 


(Katz  has  already  sold  European 
rights  to  AGFA,  a  Belgian  film-&-X- 
ray  company,  for  $3.4  million  cash.) 

One  of  the  reasons  for  the  two-year 
delay  in  closing  such  a  deal,  Katz 
laments,  is  that  "American  companies 
look  at  the  balance  sheet  and  see  in 
how  many  weeks  you  can't  make  the 
payroll.  With  European  companies,  if 
the  technology  is  good,  they  don't 
care  about  sales."  Katz  plans  to  wow 
Doubting  Thomases  by  actually  de- 
livering some  of  his  black  boxes  by 
December. 

Meantime,  Katz  is  tidying  up  his 
books.  In  keeping  with  the  new  ac- 
counting rule,  he'll  write  off  all  that 
capitalized  research  and  development. 
That  means  restating  all  previous 
years'  earnings  as  losses.  But  Katz 
isn't  worried:  "The  stock  market 
doesn't  care  about  yesterday,  only 
about  the  future."  Of  course,  the 
write-off  will  slice  40%  from  the  com- 
pany's net  worth,  but  who's  counting? 

But  Katz  has  yet  to  prove  he  can 
bring  his  product  to  market  or  sell  it 
when  he  gets  it  there.  Nor  is  it  a  sure 
thing  that  his  revolutionary  new 
equipment  will  catch  on  immediately 
with  the  conservative  medical  profes- 
sion (which  must  be  trained  to  inter- 
pret the  new  data).  Further,  Kodak 
and  du  Pont  aren't  going  to  give  up, 
without  a  fight,  the  80%  of  the  U.S. 
X-ray  film  market  they  share. 

So  what  the  stock  market  has  been 
buying  up  till  this  point  is— promises. 
Just  like  the  good  old  days.   ■ 
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The  U.S.  Foreign  Legion 
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ARMAMENT 
TECHNICIAN 

5  yrs.  experience  on  helicopter  ar- 
maments incl.  M-21  and  Minitat. 
OVERSEAS  employment,  top  pay. 
Call  202-333-4401  collect. 


That  advertisement  ran  through 
January  in  The  Washington  Post.  A 
Forbes  reporter  who  has  never  laid 
eyes  on  a  high-speed,  rotating  mul- 
tiple barrel  cannon  dialed  the  num- 
ber, posing  as  a  would-be  soldier  of 
fortune.  He  got  Agusta,  the  Italian 
aircraft  corporation,  a  European  li- 
censee for  Bell,  Boeing  and  Sikorsky 
helicopters.  Too  late,  said  the  woman 
from  Agusta;  the  openings  for  the 
Saudi  Arabian  contract  were  filled. 

You  have  to  be  quick  to  land  a 
job  as  a  mercenary  these  days.  Last 
month  it  was  disclosed  that  Textron's 
Bell  Helicopter  division  has  a  $164- 
million  contract  to  train  the  Iran  Sky 
Cavalry,  an  assault  force  to  be  mod- 
eled after  the  famed  U.S.  1st  Cavalry 
Division  (Airmobile).  Besides  a  200- 
man  Bell  staff,  Bell  Helicopter  Inter- 
national boss  Delk  M.  Oden  (Major 
General,  U.S.  Army,  ret),  plans  to  use 
1,300  ex-G.I.s  on  two-year  contracts. 

However,  you  needn't  bother  in- 
quiring. A  few  newspaper  ads  like  the 
one  above  brought  far  more  than 
1,300  qualified  applicants.  But  keep 
your  ears  open.  Bell  spokesmen  now 
say  that  the  unit  may  be  expanded. 

Hundreds  of  ex-G.I.s  descended  on 
the  Los  Angeles  headquarters  of 
heavy  contractor  Vinnell  Corp.  (Viet- 
nam airstrips,  Dodger  Stadium  and 
the  like),  following  the  disclosure  by 
the  Associated  Press  that  Vinnell  had 
landed  a  $75-million  contract  to  train 
Saudi  Arabian  national  guardsmen  in 
battalion-sized  tactical  maneuvers. 
Members  of  the  1,000-man  Vinnell 
staff,  all  ex-military,  will  receive  be- 
tween $1,500  and  $1,800  a  month  on 
average,  plus  a  $2,400  bonus  on  com- 
pletion, plus  free  housing.  Sorry,  no 
vacancies,  said  Vinnell  President 
John  F.  Hammill  to  a  crowd  of  frus- 
trated applicants. 

There  will  soon  be  more  openings 
for  U.S.  mercenaries,  however.  De- 
fense Department  Secretary  James  R. 
Schlesinger  (and  former  head  of  the 
Central  Intelligence  Agency)  noted 
in  his  annual  report  to  Congress  last 
month  that  Mideast  countries  have 
been  encouraged  "to  hire  U.S.  civilian 
technicians  to  the  greatest  extent  pos- 
sible" to  ease  the  burden  on  the  U.S. 


Army.  Despite  their  obvious  lack  of 
experience  in  training  combat  troops 
in  battalion-sized  tactical  maneuvers, 
major  U.S.  corporations  are  eager 
for  the  business.  Bendix,  Avco  and 
<  Tumpain  bid  unsuccessfully  for  the 
Vinnell  contract.  Four  other  large 
companies  also  placed  bids,  but  since 
their  proposals  didn't  meet  specifica- 
tions, the  DOD  won't  name  them. 

Meanwhile,  retired  combat  veter- 
ans are  trying  to  encourage  other 
companies  to  get  on  the  battlewagon. 
"I  had  a  call  just  before  I  walked  into 
lunch  yesterday  from  some  colonel 
who  had  put  in  with  Vinnell  and 
would  like  to  do  something  with  us," 
says  the  president  of  a  nationwide 
security  firm.  "We've  had  a  lot  of  in- 
quiries. I  tell  them  we  are  not  about 
to  get  into  the  mercenary  business. 
"The  whole  thing  just  stinks!  You're 
talking  about  professional  killers,  very 
senior  Special  Forces  guys  on  this 
Vinnell  contract.  These  aren't  per- 
sonnel specialists.  They've  got  tremen- 
dous combat  reputations.  What  kind 
of  control  does  Vinnell  have  over 
them  once  they  get  over  there?  Re- 
member 1962  when  we  had  'advisers' 
over  in  Vietnam?  It's  the  same  thing. 
You  have  no  idea  what  could  hap- 
pen. I  just  wonder  if  Avco  and  Ben- 
dix were  forced  into  it.  They  have 
big  defense  contracts  in  their  future, 
so  if  they  get  out  of  hand  the  DOD 
can  control  them  pretty  quickly." 

Old  Stuff 

There's  nothing  new  about  U.S. 
companies  training  foreign  military  in 
the  use  of  U.S. -made  military  hard- 
ware, of  course.  That's  been  going  on 
for  years.  In  Iran  alone,  according  to 
DOD  spokesmen,  there  are  training 
missions  from  Northrup  (F5E),  Mc- 
Donnell Douglas  (F4),  Raytheon 
(Hawk  missiles),  Philco-Ford  (com- 
munications systems),  Computer  Sci- 
ences (computer  systems),  as  well  as 
Hughes  Aircraft  and  Westinghouse. 

Mercenaries?   Or   sales   service?   It 
depends   in   part  on  how   many  men 
are  involved  for  how  long.  In   S. 
Arabia,  Bendix  has  had  600  men  run 
ning   a   maintenance   depot   for   U.S.- 
built  military  vehicles  since  1972. 

Avco  (another  bidder  on  the  Vin- 
nell contract)  is  training  the  Saudi 
Arabian  Coast  Guard.  The  compan) 
is  also  teaching  the  Saudis  how  lo 
operate  a  television  station,  and  it  has 
taken  over  running  the  Dhabi  an  In 
ternational  Airport.  Most  recently 
it  landed  a  contract  covering  tin 
baggage  handling  at  Dhalu.m. 

"We   don't   have   any   expertise    in 
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how  you  move  the  goddamn  hag- 
gage!"  admits  an  Avco  spokesman. 
"You  get  your  contract  on  the  basis 
of  your  expertise  in  working  on  this 
type  of  contract  in  these  countries, 
and  then  you  go  out  and  get  the  guys 
to  move  the  baggage."  Or  to  move  the 
troops  and  the  armored  personnel 
carriers  .  .  .  what's  the  difference? 

William  L.  Hilger  is  corporate  sec- 
retary of  Vinnell.  To  Hilger  there's 
no  difference  between  running  a  dry- 
dock  facility  for  the  Army  in  Viet- 
nam and  fielding  1,000  ex-combat 
troops  to  train  Saudi  battalions  in  bat- 
tlefield tactics.  Says  Hilger:  "This  isn't 
anything  new  for  us.  We've  done  all 
this  sort  of  stuff.  With  the  Chinese 
Nationalists,  the  South  Koreans,  the 
South  Vietnamese.  .  .  .  We  teach  them 
to  rebuild  their  ordnance  equipment, 
repair  their  vehicles  for  them,  op- 
erate and  maintain  their  airbases, 
their  drydocks,  install  and  operate 
their  power  system,  everything." 

Morrison-Knudsen  of  Boise,  Idaho 
is  a  heavy  contractor  like  Vinnell. 
But  Executive  Vice  President  James 
Lilly  doesn't  quite  see  things  that 
way.  Says  Lilly:  "We  have  very  ex- 
tensive training  programs  overseas 
largely  because  we're  required  to  use 
local  people.  But  our  training  pro- 
grams involve  the  crafts  of  construc- 
tion. We've  never  gotten  into  the  busi- 
ness of  training  personnel  for  mili- 
tary purposes.  Never. 

"I'm  surprised  any  construction  con- 
tractor would.  Vinnell  hasn't  done 
anything  that  suits  them  for  this  job, 
this  business  of  supplying  mercen- 
ary trainers.  But  then  they're  pretty 
much  on  their  ass  as  far  as  the  con- 
tracting business  is  concerned,  and  I 
guess    they're    just    looking    for    any- 


thing that  will  make  a  buck."  In- 
deed, Vinnell,  whose  newest  big  in- 
vestor is  a  Beirut  banker,  has  shown 
losses  in  four  of  its  last  five  years. 

Jim  Lilly  worked  in  Vietnam  for 
M-K  for  two  and  a  half  years  from 
1965  to  1967.  The  Vinnell  contract 
is  "unique,"  he  says,  in  that  "civilians" 
are  teaching  tactics  to  battalion-sized 
units— but  not  that  unique.  "It's  some- 
what in  the  vein  of  Bird  &  Sons  of 
Oakland,  Calif.  They've  been  in  the 
business,  forever  really,  of  providing 
mercenaries  to  fly  airplanes  to  do 
what  the  U.S.  Government  doesn't 
want  our  servicemen  to  do.  They're 
doing  the  bulk  of  the  ferrying  work 
into  Phnom  Penh,  that  type  of  thing. 
Or  working  in  the  Philippines,  or  dur- 
ing the  Vietnam  big  deal  when  they 
ran  air-servicing  operations  to  support 
our  side  in  Laos." 

Is  Bird  &  Sons  alone  in  this?  "Oh, 
no,"  laughs  Lilly.  "You  take  Pacific 
Architects  &  Engineers.  They  proselyte 
themselves  in  the  business  of  supply- 
ing bodies  for  most  anything  you  want 
bodies  for."  Philco-Ford?  "They're  a 
big  body  shop  supplier— they  do  all 
sorts  of  screwy  things  for  Uncle  Sam." 
A  body  shop  supplier?  What's  that? 
Lilly  chuckles  at  his  own  jargon. 
"They  supply  'operations  and  main- 
tenance personnel'  under  .  .  .  unusual 
circumstances.  They  supply  people." 

Is  Philco-Ford  a  body  shop  sup- 
plier? "Yes,  right,  but  how  you  use 
the  bodies,  though,  is  the  point,"  says 
a  Philco  spokesman.  "We  don't  do 
anything  like  Vinnell  is  doing." 

If  Secretary  Schlesinger  has  his 
way,  there  could  be  a  lot  more  busi- 
ness for  body  shop  suppliers.  A  new 
growth  industry?  Or  is  it  too  cynical 
-even  for  the  weary  U.S.  public?  ■ 


Rent-A-Spook?    = 

In  Washington,  D.C.,  there  is  a  tiny 
outfit  called  JHF  Associates.  "JHF" 
stands  for  John  H.  Farmer.  Farmer  is 
a  former  top  British  intelligence  man. 
Farmer's  three-man  staff  consists  of  a 
former  CIA  agent,  a  former  FBI 
agent  and  a  freelance  journalist  who 
sometimes"  writes  for  The  Economist. 
Recently "  they  were  spun  off  from 
CMI  Investment  Corp.,  the  holding 
company  for  Continental  Mortgage 
Insurance,  the  U.S.'  second-largest 
mortgage  insurance  firm.  Says  JHF's 
Joseph  Smith:  "We  do  a  great  deal  of 
work  in  the  Middle  East.  We  also  do 
consulting  work  with  international 
corporations  on  more  general  security 
matters."  A  few  weeks  ago  they  were 
trying  to  sell  their  services  to  a  large 
security  firm. 

Explains  a  top  man  in  that  firm, 
"They  might  be  a  vehicle  for  us  in- 


ternationally. They  do  a  lot  of  se- 
curity advice  with  central  banks,  too." 

What  piques  his  interest  in  JHF, 
the  man  goes  on,  is  a  recent  feeler 
from  Kuwait.  Particularly  in  light  of 
the  Lebanese  bid  for  Vinnell.  "They've 
made  some  inquiries  about  us  and  are 
interested  in  talking  to  us,"  he  adds. 
"I  know  Kuwait  has  made  inquiries 
about  international  security  firms." 

Are  the  Kuwaitis  getting  anxious 
about  protecting  all  that  oil  money? 
"Sure,  they  need  a  lot  more  security 
now.  And  look  at  my  people.  I've 
tried  to  get  retired  military  here. 
Rangers,  Special  Forces.  Guys  who 
can  speak  Mandarin  Chinese,  Japa- 
nese, Slavic  tongues.  But  we're  just 
not  for  sale." 

Still,  a  little  intelligence  operation 
could  be  useful  in  trying  to  land  a 
contract  in  a  strange  country. 
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How's  This  For 
Discounting? 

King's  Department  Stores  is  offering  to  buy  in 
nearly  half  its  own  stock  at  a  very  low  price. 
It's  a  good  deal— for  the  company. 


No  one  could  ever  accuse  King's  De- 
partment Stores  of  being  just  another 
discount  chain.  In  the  past  five  years 
the  company's  return  on  stockholders' 
equity  has  averaged  20.3%,  ranking 
it  as  the  most  profitable  discounter  in 
Forbes'  latest  Report  on  American  In- 
dustry. Almost  from  the  day  the  New- 
ton, Mass.  company  went  public  back 
in  1961,  its  sales  and  profits  have 
climbed  without  interruption.  Last 
year  was  a  squeaker  to  be  sure:  Sales 
were  up  17%,  to  an  estimated  $300 
million,  but  profits  didn't  budge 
much,  if  at  all,  from  1973's  $1.11 
per  share. 

Now  the  Ill-store  chain  is  trying 
its  hand  at  playing  the  discounting 
game  Wall  Street  style.  On  Jan.  31  it 
offered  to  buy  up  to  4  million  of  its 
8.7  million  outstanding  common 
shares.  For  each  share  tendered  be- 
fore Feb.  28,  the  company  is  willing 
to  give  $2  in  cash  and  a  $6-principal- 
amount  15-year  debenture  carrying  a 
10%  coupon. 

For  the  company,  that's  a  good 
deal.  Because  interest  is  tax  deduct- 
ible and  dividends  are  not,  the  60 
cents  it  will  cost  to  service  the  de- 
bentures will  cost  the  company  no 
more  than  the  present  40-cents-a- 
share  common  dividend. 

The  question  is:  What's  in  it  for 
the  tendering  stockholders  except  for 
the  small  increase  in  cash  yield?  Not 
very  much.  Since  the  debentures  will 
certainly  sell  at  a  discount,  the  total 
value  of  the  cash-plus-debenture 
package  probably  won't  be  much 
above  the  recent  price  of  the  stock, 
around  $6.90  a  share.  Straw  in  the 
wind:  Management,  according  to  the 
prospectus,  is  not  going  to  tender  any 
of  its  1  million  shares.  At  last  count, 
seven  mutual  funds  held  around  10% 
of  the  current  stock.  Of  the  funds 
that  cared  to  comment,  all  said  rough- 
ly the  same  thing:  Don't  identify  us, 
but  we're  not  tendering. 

That  reluctance  to  sell  isn't  at  all 
surprising.  King's  is  not  a  run-of-the- 
mill  discounter.  It  operates  relatively 
small— no  bigger  than  100,000  square 
feet— leased  stores  concentrated  in  the 
East  and  Ohio  in  towns  and  cities  with 
populations  of  around  50,000.  The 
company  also  keeps  its  overhead  low 
by      concentrating      on      fast-selling, 


brand-named  soft  goods  (60%  of 
sales)  and  small  hard  goods  like  hand 
tools  and  kitchen  utensils.  As  a  result, 
the  company  has  never  needed  long- 
term  debt  to  finance  bulging  inven- 
tories. In  fact,  at  the  end  of  its  last 
fiscal  year  (Jan.  31)  it  had  only  a  lit- 
tle less  cash  on  hand  than  it  did  a 
year  ago  ($13.5  million). 

Not  too  long  ago  King's  stock  was 
selling  at  a  $20  high,  after  stock  splits 
and  stock  dividends  had  multiplied 
initial  investors'  holdings  by  nearly 
eight  times.  So  King's  doesn't  look  like 
a  stock  to  sell— especially  at  a  dis- 
count—does it?  ■ 


King's  has  prospered  by  offering 
brand-named  merchandise  at  a  dis- 
count. Now  King's  wants  to  buy  back 
its  stock— at  a  discount,  of  course.  It's 
not  much  of  a  deal  for  shareholders. 


42 


FORBES,    MARCH    1,    1975 


Captain  Kidd 

is  sailing 

in  troubled  waters* 


The  muck  and  murk  of  pollution  spell 
trouble  for  everyone.  But  a  sick 
environment  is  no  longer  the  price 
of  a  healthy  economy.  Crane  and  its 
Cochrane  Environmental  Systems 
Division;  specialists  in  the  technology 
of  water  and  waste  treatment  for 
better  than  a  century,  are  helping  to 
change  that. 

Our  young  adventurer  has  run 
afoul  of  suspended  solids-the 
product  of  industrial  and  municipal 
wastes.  For  this  particular  problem 
(as  for  many  others)  Crane  provides 
special  equipment.  Tailor-made 
techniques  and  tools.  For  example: 
microstrainers.  Clarifiers.  Solids 


contact  reactors.  Filters.  Reverse 
osmosis.  Plus  a  wide  selection  of 
valves  and  pumps  for  fluid  control. 
All  backed  by  specialized  skills  and 
knowledge. 

Suspended  solids  represent  just 
one  of  many  water  pollution  problems 
we  help  solve  every  day.  For  further 
information,  contact:  Crane  Co., 
Dept.  AD,  300  Park  Avenue, 
New  York,  N.Y.  10022. 


Crane  makes  it  flow  clean  again. 


-l**k 


What's  Good  For  Du  Pont 


One  overlooked  factor  adding  to 
President  Ford's  projected  $50- 
plus-billion  budget  deficit  is  the 
large  number  of  corporations  that 
have  switched  from  FIFO  to  tax- 
saving  LIFO  accounting.  In  a  pe- 
riod of  rising  prices,  first-in-first- 
out  accounting  overstates  profits; 
last-in-first-out  does  the  opposite. 
Thus  the  switch  to  LIFO  amounts 
to  a  bad-news,  good-news  joke. 
The  bad  news  is  that  du  Pont, 
for  example,  reports  earnings 
sharply  lower  than  it  would  have 
under  FIFO.  The  good  news  is 
that  it  also  pays  less  taxes,  and 
thus  holds  onto  more  cash. 

Short  term,  what's  good  for  du 
Pont  is  bad  for  the  federal  bud- 
get; long  term,  of  course,  those 
dollars  du  Pont  saves  will  be  re- 
invested to  produce  higher  tax- 
able profits  someday. 

The   Internal   Revenue    Service, 


apparently  sensitive  on  the  tax- 
saving  angle,  wanted  the  compa- 
nies to  report  the  same  numbers 
to  both  government  and  stockhold- 
ers—that is,  not  to  point  out  the 
earnings  reduction  and  tax  savings. 

But  the  Securities  &  Exchange 
Commission  has  insisted  on  so- 
called  "full  disclosure."  Beginning 
in  1975,  companies  must  reveal  in 
their  annual  reports  the  size  of 
LIFO  inventory  write-downs  and 
the  resulting  net  income  decrease 
—though  not  the  net  tax  saving. 
However,  the  sharp  investor  can 
compute  the  approximate  savings 
by  subtracting  the  income  reduc- 
tion from  the  write-down.  Voild! 

Several  of  the  30  companies 
Forbes  called  emphasized  that 
saving  taxes  was  not  the  main 
reason  they  went  to  LIFO.  They 
said  the  switch  produced  a  more 
realistic    valuation     of    inventory. 


True,   but  they  saved   taxes,   too. 

How  much  tax  was  saved  across 
the  board?  That's  hard  to  say- 
but  it's  in  the  billions  of  dollars. 
As  a  rule  of  thumb,  for  each 
dollar  of  reduced  net  earnings 
shown  in  the  second  column  below, 
another  dollar  escaped  the  tax  col- 
lector. That  means  Standard  Oil 
of  California,  Texaco  and  Dow 
Chemical  saved  at  least  $100  mil- 
lion each. 

In  the  fifth  column,  we  show 
how  much  profit  the  companies 
would  have  reported  had  they  not 
switched.  Clark  Equipment,  for  in- 
stance, would  have  reported  a  27% 
profit  increase  rather  than  its  21% 
decline.  General  Tire  and  Hercules 
would  have  been  up  sharply,  in- 
stead of  flat.  And  Standard  Oil  of 
California  would  have  gained  not 
15%,  but  44%. 

Remember  these  examples  when 
you  look  at  1974  results.  If  a  com- 
pany switched  to  LIFO,  a  lag  in 
earnings  could  be  a  good  sign.  ■ 


LIFO 


Company 


Net 
Earnings  Decrease 
1974  From  LIFO 

Earnings  Total 

Per  Share        (millions)        Per  Share 


1973-74  Earnings  Change  Recent 

With  Without  1974-75  Recent       P/E 

LIFO  LIFO  Price  Range  Price       Ratio 


American  Can  $5.48  $27.6  $1.56             53%              96%  325/8-221/2  31%  6 

American  Cyanamid  3.24  26.0  0.54             36                  59  251A-17V8  251A  8 

American  Standard  2.40  15.6  0.90             11                  53  155/8-  73A  121A  5 

AMF  1.19  15.5  0.83  -62  -35  24     -  9  13V2  11 

Cities  Service  7.58  13.3  0.49             50                 59  621A-323/4  421/2  6 

Clark  Equipment  3.19  26.6  1.96  -21                  27  461/2-171/2  27'A  9 

Continental  Can  4.07  40.1  1.37             25                 67  28V4-20  261A  6 

Crown  Zellerbach  5.06  6.8  0.28             18                 25  39V2-193A  27  5 

Dow  Chemical  6.35  141.5  1.53  116  168  70     -497/e  63  10 

ElduPont  8.20  145.0  3.02  -32  -7  179     -841/2  98V2  12 


Ethyl  7.41  6.5  0.68  48 

General  Tire  &  Rubber  3.60  22.8  1.06  1 

Hercules  2.21  19.1  0.45  1 

Ingcrsoll-Rand  5.62  8.1  0.45  15 

Kennecott  Copper  5.08  19.9  0.61  6 


61 
30 
22 
24 
18 


30V2-19 
18V4-  93A 
44     -21 
973A-50V2 
49V2-253/8 


287/s 
135A 
23  3A 
68  3A 
35 


4 

4 

11 

12 

7 


Kimberly-Clark 

Martin  Marietta 

Owens-Illinois 

Pfizer 

PPG  Industries 


4.10 
3.58 
5.74 
1.93 
4.51 


11.0 
14.0 
18.6 
9.9 
17.9 


0.47 
0.62 
1.34 
0.14 
0.86 


24 
40 
22 
11 
1 


38 
65 
51 
19 

20 


353/8-185/a 
191A-121/2 
423A-285/8 
45  -21 3/8 
287/8-20 


25  3/4 
16Va 
35 
33 

25 1A 


6 
5 
6 

17 
6 


Pullman 
RCA 

Reynolds  Metals 
Rohm  &  Haas 
St.  Regis  Paper 


5.69 
1.45 
6.23 
5.83 
4.76 


1.7 
16.5 
16.4 
13.2 

3.0 


0.24 
0.22 
0.95 
1.04 
0.14 


12 

-39 

159 

13 

65 


17 

-30 

198 

33 

70 


80V2-355/a 
21V2-  9V4 
26,/2-13,/8 
94V4-43V8 
37V4-18 


457/a 
141A 
17% 
55 
22  3A 


8 
10 
3 
9 
5 


Scott  Paper  2.00  16.3  0.47  23 

Standard  Oil  (Calif.)  5.71  250.0  1.47  15 

Texaco  5.84  196.7  0.72  23 

TRW  3.05  13.0  0.47  3 

Union  Carbide  8.69  14.3  0.23  82 


52 
44 
38 
19 
87 


18V8-  95/a 

365/a-20V8 

327/a-20 

20V2-10V8 

473A-313A 


177/a 
25 
25  'A 
173/a 
45'A 
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The  United  states. 


As  the  nation's  3rd  largest  telephone  system,  United  serves  more 
than  3  million  telephones  in  more  than  2,900  communities  in  the  21  states 
you  see  here. 

We  don't  serve  the  total  areas  of  these  states.  Most  of  our  communi- 
ties are  rural  or  suburban.  None  has  more  than  60,000  population.  But 
these  are  precisely  the  areas  in  which  lies  the  future  growth  of  the  country. 

We  may  not  be  every  place.  But  we  think  we're  in  a  lot  of  the 
right  places. 

The  United  Telephone  System  is  owned  and  operated  by  United 
Telecom.  For  a  copy  of  our  annual  report  please  write  on  your  letterhead 
to  P.O.  Box  11315,  Plaza  Station,  K.C.,  Mo.  64112. 


United  Telecom 


United  Telecommunications,  Inc.    HI 
We  operate  the  United  Telephone  System.  America's  third  largest. 

United  Telecom  Companies:  United  Telephone  System,  United  Computing  Systems,  North  Electric  Company. 
New  York  Stock  Exchange  symbol:  UT.  Newspaper  listing:  UniTel. 


The  Rotary 
Turnabout 

Japan's  banks  have 

taken  over  Toyo  Kogyo, 

the  Mazda-maker. 

Getting  money 

to  revive  the  company 

will  be  like 

trying  to  get 

gas  mileage 

from  a  Mazda. 

Remember  the  rotary  engine?  Only- 
two  years  ago  it  looked  as  though  it 
would  revolutionize  the  auto  busi- 
ness. The  big  Japanese  banks— espe- 
cially the  Sumitomo  Group— remem- 
ber it  only  too  well.  They  are  sitting 
with  more  than  $1  billion  worth  of 
paper  from  Toyo  Kogyo  Co.,  the 
Hiroshima-based  manufacturer  of  the 
rotary-engined  Mazda  car. 

Now  the  Japanese  banks  are  in  a 
quandary.  If  they  foreclose,  they  will 
end  up  owning  doubtful  assets— and 
probably  wreck  the  economy  of  the 
southern  part  of  Japan.  Toyo  Kogyo 
employs  directly  some  36,000  work- 
ers in  the  depressed  Hiroshima  Pre- 
fecture (of  atomic  bomb  fame),  and 
more  thousands  of  jobs  there  depend 
on  subcontracts. 

So  everybody,  from  bankers  to 
politicians  to  workers,  wants  the  banks 
to  keep  the  company  alive.  At  the 
moment,  two  Sumitomo  men  sit  on  the 
Toyo  Kogyo  board  in  key  positions; 
one  runs  finance  for  the  company,  the 
other  management  planning. 

The  bank  representatives  have  then- 
work  cut  out  for  them.  Though  the 
company's  dollar  volume  increased  by 
some  13%,  to  $1.7  billion,  in  the  fiscal 
year  ended  last  October,  it  has  fallen 
sharply  since,  and  its  margin  on  sales 
has  almost  disappeared.  To  meet  the 
payroll,  the  company  has  had  to  sell 
off  valuable  real  estate  in  Tokyo  and 
Osaka.  At  year's  end  it  had  an  in- 
ventory of  160,000  unsold  cars, 
50,000  of  them  in  the  U.S.  The  com- 
pany is  expected  to  show  a  $13-mil- 
lion  operating  loss  in  the  fiscal  first 
half  through  Mar.  31;  of  its  near- term 
cash  needs  of  over  $100  million,  it  has 
up  to  now  been  able  to  borrow  only 
about  half. 

It  is  a  measure  of  the  company's 
straits  that  it  has  had  to  begin  sub- 
licensing its  rotary  technology,  some- 
thing it  had  always  refused  to  do.  Su- 
zuki used  Toyo  Kogyo's  knowhow  to 
introduce  early  this  year  the  world's 


For  Toyo  Kogyo's  Kohei  Matsuda,  the  U.S.  gas  shortage  was  a  wretched  break. 


first  rotary-powered  motorcycle: 

How  did  Toyo  Kogyo  get  into  this 
bind?  It  was  a  case  of  too  much  am- 
bition and  too  little  luck.  Before 
World  War  II  the  company  had  been 
a  small  truckmaker  run  by  a  tech- 
nically oriented  president,  Tsunejo 
Matsuda.  He  and  his  son  and  suc- 
cessor, Kohei  Matsuda,  dreamed  of 
breaking  into  the  passenger-car  busi- 
ness against  the  dominance  of  Japan's 
Big  Two  automakers,  Nissan  Motors 
(Datsun)  and  Toyota.  To  do  that, 
however,  would  require  a  new  and 
different  kind  of  car  because,  obvious- 
ly, you  couldn't  beat  Nissan  and  Toy- 
ota at  their  own  game. 

The  rotary  engine,  rights  to  which 
were  acquired  by  the  elder  Matsuda, 
looked  to  be  the  breakthrough. 

The  company's  engineers  seemed  to 
do  the  impossible— they  perfected  the 
first  mass-produced  rotary  engine. 
The  cars  it  powered  were  smooth- 
riding,  eerily  quiet— and  fast. 

Going  For  Broke 

Assuming  that  he  had  a  basic  prod- 
uct advantage  that  could  be  parlayed 
into  a  strong  worldwide  position,  the 
founder's  affable  son,  Kohei  Matsuda, 
went  all  out.  For  example,  in  1972 
Henry  Ford  himself  flew  to  Hiroshima 
and  offered  badly  needed  capital  in 
exchange  for  a  piece  of  the  rotary- 
engine  venture.  But  Matsuda  reject- 
ed the  offer  in  his  fluent  English. 

At  about  the  same  time,  the  com- 
pany's main  underwriter,  Nomura  Se- 
curities, urged  that  Toyo  Kogyo  cap- 
italize on  the  rotary  engine's  world- 
wide publicity  through  a  public  equi- 
ty issue  that  would  raise  needed  funds 
and  bring  down  a  debt/ equity  ratio 
that  was  high  even  by  Japanese 
standards  (it  is  now  6  to  1).  Again 
Matsuda's  answer  was  no;  he  didn't 
w  ant  to  dilute  existing  holdings. 

Matsuda's  marketing  policies  were 
just  as  overconfident— and  uncom- 
promising.   In    the    U.S.,    the    world's 


largest  auto  market,  the  company's 
Mazda  Motors  of  America  distribu- 
tion subsidiary  insisted  on  well-fi- 
nanced, Mazda-only  dealers  from  the 
outset.  Again  fine— if  rotary  sales 
could  support  the  dealers. 

But  then  the  world  changed.  The 
rotary  car's  selling  points  (smooth- 
ness and  performance)  were  over- 
shadowed by  its  weaknesses  (poor  gas 
mileage  and  polluting  emissions). 
The  car  met  the  early  California  emis- 
sion standards  only  by  accepting  still 
poorer  fuel  consumption.  Then  came 
the  oil  embargo  and  fuel  shortage. 

In  short,  Matsuda's  engineers  came 
up  with  a  car  that  would  have  been 
a  firecracker  in  the  early  Sixties;  it 
was  a  fizzle  in  the  early  Seventies. 

Now  the  trend  is  toward  "strati- 
fied-charge"  engines,  like  the  Honda 
CVCC,  that  are  both  economical  and 
clean-burning.  Ford,  for  one,  has  giv- 
en up  the  rotary  to  concentrate  on  a 
stratified  engine;  and  even  General 
Motors,  the  U.S.  carmaker  most  com- 
mitted to  the  rotary,  has  just  rene- 
gotiated its  $50-million  license  agree- 
ment with  Curtiss- Wright  to  stretch 
out  its  remaining  payments  for  as  long 
as  15  years.  Meanwhile,  the  shrink- 
ing Japanese  auto  market  has  become 
still  tougher  due  to  the  all-out  sales 
war  between  Nissan  and  Toyota. 

Does  the  rotary  have  any  future? 
Perhaps— but  only  with  another  tech- 
nical breakthrough  in  the  form  of  a 
stratified-charge  rotary  using  far  less 
fuel.  Matsuda  says  the  company  is 
working  on  such  an  engine. 

Even  taking  that  claim  ;i(  face  val- 
ue, however,  such  a  development 
would  still  need  time  and  money.  And 
both  those  are  in  increasingly  short 
supply  at  Toyo  Kogyo,  which  n<>\\ 
has  the  big  Japanese  banks  as  its  un- 
willing partners.  The  banks  can  keep 
Toyo  Kogyo  alive,  perhaps  to  merge 
with  a  lugger  competitor;  whether 
the)  w  ill  toot  the  hill  loi  more  experi- 
ments is  another  matter,  ■ 
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profitable  quarter 
in  its  history. 


During  the  first  quarter  of  its  current 
fiscal  year  Ashland  Oil  again  proved  the 
value  of  its  planned  diversification  efforts 
.  .  .  and  its  ability  to  respond  to  change. 
For  the  quarter  ended  December  31, 
Ashland  reported        Ik       4    4  ^A  f\+4  4  m 

„  n  ,«s  Ashland  Oil  has 

million,  or  $1.52  4      A  4    A4  A 

;-e;  completed  the  most 

from  $34.4 

million,  or  $1.40 

a  share,  in  the 

comparable  period 

a  year  earlier.  Sales 

and  operating  revenues  climbed  to  $981 

million  from  $702  million,  an  increase  of 

39.8  percent. 

The  company's  board  of  directors  voted 
January  29  to  increase  Ashland's  com- 
mon stock  dividend  from  $1.40  to  $1.50 
annually. 

Significant  gains  in  income  were  achieved 
by  Ashland's  exploration,  construction, 
coal  mining  and  Canadian  operations. 
More  growth  is  anticipated  from  these 
increasingly  important  segments  of  Ash- 
land's business. 

For  example:  Development  of  Indo- 
nesian oil  holdings  is  under  way,  produc- 
tion in  Nigeria  is  starting  and  capital 
expenditures  for  exploration  are  expected 
to  increase  50  percent. 

Ashland  Construction's  contract  back- 


log is  at  an  all-time  high  of  $288  million. 
Ashland  owns  48.9  percent  of  Arch 
Mineral,  one  of  the  10  largest  U.S.  coal 
producers.  A  new  mine  under  develop- 
ment will  boost  Arch's  total  capacity  to 

more  than  13  million 
tons  a  year.  And 
Ashland  is 
launching 
its  own  coal 
development 
program  in  the 
Appalachian  area. 
Income  from 
Ashland  Chemical  also  increased,  and 
its  promising  future  is  typified  by  a 
60,000,000  pounds  a  year  maleic  anhy- 
dride plant  now  under  construction. 
Ashland  Petroleum's  income  decreased 
marginally  from  last  year's  record  high 
due  to  reduced  demand,  high  crude  cost 
and  a  shutdown  of  its  largest  refinery  for 
renovation.  An  improved  crude  oil  sup- 
ply and  cost  position  should  benefit  this 
division  in  the  future. 
An  analysis  of  the  past  50  years  shows 
that  in  unsettled  periods  Ashland  has 
consistently  performed  better  than  larger 
companies  in  its  industries.  We  believe 
this  pattern  will  continue.  Ashland  is 
looking  forward   ^^^^HJB^   J^^ 
to  the  future  _       _    _  m 

with  optimism.      MSlilSnU 


Ashland  Oil,  Inc.,  Ashland,  Kentucky  41101 


"Putting  out  routine  information  is 
costing  us  so  much,  maybe  we  should  buy 
a  paper  mill.  Have  you  got  a  better  idea?" 


Ask  us 


Sure.  Chances  are  we've  already  helped 
you  apply  microfilm  to  some  routine 
procedures  and  you're  gaining  good 
results  from  them.  Now  may  be  the  time 
to  look  at  other  ways  we  can  help  you. 
For  example: 

An  appliance  manufacturer  used  to 
send  50- volume  parts  catalogs  to  3,200 
service  centers.  We  showed  him  how 
to  do  it  on  film  four  times  faster,  for  90- 
percent  less. 

An  insurance  company  put  out  80- 
pound  sets  of  rate  books.  We  helped  them 
trim  the  bulk  with  film.  And  their  costs 
are  reduced  by  a  third. 

A  bank  used  to  issue  a  directory  of 
authorized  signatures— 100  pages,  700 
copies,  updated  monthly.  We  showed 
them  how  to  do  it  easier,  cheaper,  faster, 
with  film. 

To  make  this  kind  of  progress  in  your 
business  takes  your  determination  to 
seek  better  answers.  The  sooner  you  ask 
us,  the  sooner  we  can  help.  Just  write  on 
your  letterhead  to  W  O.  Fullerton, 
Eastman  Kodak  Company,  Dept.  DP  5523, 
Rochester,  N.  Y.  14650.  Or  call  800-447- 
4700.  In  Illinois,  call  800-322-4400. 

What  you're  saving  now  with  microfilm 
is  only  the  beginning. 
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Get  the  first  in-depth  study 
of  the  Asian  market. 


The  Asian  Omnibus  Survey  is  the  most  com- 
prehensive market  and  media  research  project 
undertaken  in  this  region  of  the  world 

Based  on  10.740  personal  interviews  with  male 
heads  of  households  in  the  key  markets  of 
Hong  Kong,  Bangkok.  Singapore.  Seoul,  Taipei. 
Manila.  Kuala  Lumpur  and  Diakarta.  this  in- 
depth  survey  of  buying  patterns  and  readership 
habits  was  conducted  by  the  highly  respected 
firm  of  International  Research  Associates 
(INRA)  Asia  Ltd 

Asian  Omnibus  identifies  and  measures  the 
potential  for  a  wide  range  of  goods  and  services 
marketed  to  consumers,  business,  industry 
and  government  The  study  reports  the  number 
of  car  owners  in  Smgaporeand  Kuala  Lumpur 
compares  movie  camera  and  air  conditioner 


ownership  levels  among  upper  and  middle  class 
families  in  Hong  Kong  and  Bangkok 
pinpoints  those  decision-makers  for  business 
purchases  m  seven  industrial  categories 

Asian  Omnibus  also  measures  the  reading 
habits  of  upper,  middle  and  lower  class  Asians 
for  eleven  international  and  regional  magazines 
So  you  can  easily  see  what  publications  your 
key  prospects  read  most  heavily  And  invest 
your  advertising  budget  accordingly 

To  help  you  focus  even  more  on  target,  your 
Newsweek  representative  will  run  a  computer- 
ized analysis  of  any  proposed  schedule  This 
analysis  -  similar  to  the  service  we  offer  adver- 
tisers and  agencies  interested  in  the  European 
market  -  weighs  a  schedule's  efficiency  and 
effectiveness  against  alternative  programs  to 


determine  the  optimum  use  of  your  advertising 
investment 

Togetyourcopyofthe/4s/artOmr?/6usSurvey- 
and  to  learn  more  about  our  schedule  analysis 
service  -  phone  your  Newsweek  representative 
Today1 


The  International  Newsmagazine 


□  Atlanta  James E  Baillie  (404)577-6943  n  Boston  J  Devereux deGozzaldi  (617)  267-6677  D  Chicago  Edwin  W  J  Keil  (312)  467  5000  D  Cleveland,  William  E  Nieman.  Jr  (216) 696-3565 

D  Detroit  James  W  Allbaugh  (313)  355  3333  D  Los  Angeles.  Lemuel  Hall  (213 1  384  2161  Q  New  York  Allen  P  Crohus  (212)  350  2570  D  St  Louis  Robert  M  Hawkes  (314)  CE  1  4525 

□  San  Francisco  Huntley  Bennett  (415)  YU  2  2645  D  Washington,  D  C  .  Douglas  P  Jeppe  (202)  298  7880  □  London,  Howard  W  Smith  01  839  6166 

G  Tokyo,  Keuchi  Kato2l1  169V5  D  Sydney,  Ian  Leonard  28  1043 


Quebec:  Texas  Of  The  North 


Cheap  hydropower  plus  an  abundance  of  minerals  and  timber  is  making  Quebec  hum. 
With  the  new  wealth  has  come  another  prized  commodity— political  stability. 


Gazing  thoughtfully  out  at  Montreal's 
graceful  and  glittering  skyline,  a  bank 
economist  says:  "Fifteen  years  ago, 
Quebec  was  the  Georgia  of  the  North. 
Industrially  we  were  dormant.  Politi- 
cally far  to  the  right.  The  Catholic 
Church  dominated  everything." 

Unemployment  was  rife,  close  to 
15%  in  some  rural  areas;  capital  in- 
vestment minimal  except  for  some  in 
natural  resources;  and  the  average 
weekly  wage  was  below  $75. 

And  yet  today  they  are  calling 
Quebec  "The  Texas  of  the  North." 
For  its  king-sized,  multibillion-dollar 
projects,  few  places  in  North  Ameri- 
ca can  match  Quebec. 

Up  there  in  50-degree-below-zero 
weather,  work  crews  are  building  one 
of  the  continent's  last  major  hydro- 
electric power  plants  on  the  aptly 
named  La  Grande  River  near  remote 
James  Bay.  It's  costing  $12  billion. 
The  payoff:  cheap  power  and  an 
abundance  of  jobs.  In  1985  La 
Grande  will  produce  enough  electric- 
ity to  supply  New  York  City  for  a 
year.  Quebec  won't  have  to  worry 
much  about  OPEC  oil  embargoes. 

Outside  Montreal,  there's  the  new 
$440-million  Mirabel  Airport.  It's 
slated  to  be  bigger  than  the  massive 
Dallas-Fort  Worth  Airport,   and  will 


operate  as  Canada's  main  transatlan- 
tic airport  and  the  major  North  Ameri- 
can terminal  for  European  cargo. 

What's  more,  Montreal  has  anoth- 
er billion-dollar  bonanza  brewing— 
the  1976  Summer  Olympic  Games. 
For  months  jackhammers  and  cranes 
have  been  working  on  an  Olympic 
village,  a  covered  56,000-seat  stadium 
and  a  dozen  new  hotels,  many  to  be 
backed  by  U.S.  firms. 

Says  Quebec  Prime  Minister  Robert 
Bourassa:  "I'm  known  as  being  fa- 
vorable to  U.S.  investment." 

The  very  fact  that  a  French-Cana- 
dian politician  can  utter  that  phrase 
shows  how  far  Quebec  has  come.  It 
wasn't  that  long  ago  when  Quebec 
was  going  to  pull  out  of  Canada,  set 
up  an  independent  Quebec  Libre  and 
send  all  foreigners  packing— after  seiz- 
ing their  investments,  of  course.  There 
was  political  assassination  and  kidnap- 
ping. Armed  vehicles  roared  through 
Montreal's  streets.  That  was  the  scene 
as  recently  as  1970.  With  real  estate 
prices  plunging  50%  in  a  matter  of 
months,  Quebec's  economic  future 
looked  dismal.  Worried  money  was 
pouring  out  like  water  from  a  broken 
faucet. 

Whatever  happened  to  the  separa- 
tists? It's  a  hopeful  story:  Put  bread 


Two  Cultures.  French  and  English  side  by  side  don't  always  make  for  har- 
mony. "There's  an  internal  struggle  here,"  says  Financial  Institutes  Min- 
ister William  Tetley.  "It's  like  Elizabethan  England :  violent  but  exciting." 
But  blending  two  cultures  does  produce  a  cosmopolitan  atmosphere,  unrivaled 
in  North  America,  that  quickly  shows  in  the  gaily  lit  underground  plazas. 


on  the  kitchen  table,  recognize  legiti- 
mate cultural  aspirations,  and  the 
guns  disappear,  the  extremists  become 
isolated.  The  separatist  cause  isn't 
much  of  a  vote  catcher  in  Quebec 
today.  Robert  Bourassa's  Liberal  Par- 
ty went  to  the  polls  midway  through 
its  five-year  term  in  October  1973. 
The  vote  was  overwhelming.  The  sep- 
aratist Parti  Quebecois  got  six  seats, 
the  Liberals  102  seats  in  the  110- 
seat  provincial  legislature. 

A  Welcome  Change 

U.S.  businessmen  weren't  slow  in 
noticing  the  changed  mood.  Since 
1971  a  score  of  U.S.  firms  have 
poured  in  close  to  a  billion  dollars. 
Subsidiaries  of  Hercules,  du  Pont  and 
Exxon  have  expanded  Montreal's  pet- 
rochemical complex,  the  biggest  in 
Canada.  U.S.  Steel  and  Johns-Manville 
have  splurged  on  iron  ore  and  asbes- 
tos mines.  ITT's  Rayonier  Quebec 
unit  is  committed  to  spending  $500 
million  on  three  pulp  mills. 

This  January  financial  institutions 
like  Prudential  Insurance  and  Boston's 
John  Hancock  Mutual  Life  snapped 
up  $200  million  in  Hydro-Quebec 
bonds  at  a  competitively  priced 
10.25%,  and  there  was  money  left  over 
for  a  $50-million  issue  by  the  Mon- 
treal Urban  Community. 

"Quebec,"  says  Joseph  Wilson,  un- 
derwriting manager  at  Merrill  Lynch, 
Pierce,  Fenner  &  Smith,  "is  now  al- 
most as  well  known  among  interna- 
tional lenders  as  the  World  Bank." 

That  may  be  overstating  things  a 
bit.  But  the  fact  is  Quebec  is  emerg- 
ing as  one  of  the  last  resource-rich 
and  politically  stable  places  left  where 
there  is  still  room  to  expand.  And  not 
only  for  the  U.S.  The  Japanese,  Ger- 
mans and  even  the  cautious  Saudi 
Arabians  are  all  pouring  in  funds. 

Harvard  and  Oxford  educated  as 
both  lawyer  and  economist,  Bourassa, 
at  41,  is  Quebec's  youngest  leader 
ever.  Thin,  intense  and  bespecta- 
cled, he's  tougher  than  he  looks. 
While  others  waivered,  Bourassa  in 
October  1970  called  in  federal  troops 
to  stamp  out  terrorist  cells.  Two  years 
later  he  won  a  crucial  showdown  with 
labor  by  sending  three  union  leaders 
to  jail  when  they  defied  a  "back  to 
work"  court  injunction. 

Bourassa's  formula  for  reviving 
Quebec  is  to  mix  generous  doses  of 
social  welfare  with  a  profits-are-good 
program  that  attracts  businessmen. 
"He's  really  given  confidence  back  to 
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Shantytown.  Large  sections  of  Montreal  looked  this  way  into  the  1950s. 
The  unemployed  often  had  to  migrate  to  New  England  for  a  job.  The 
nostalgic  may  miss  the  trolley  cars,  but  not  the  church-run  soup  kitchens. 
As  a  Montreal  banker  says,  "Here  we've  a  low  toleration  of  unemployment 
and  a  high  toleration  of  inflation"— which  he  sees  as  the  reverse  of  the  U.S. 


the  business  community,"  says  Jean- 
Claude  Hebert,  French-Canadian 
chairman  of  Bombardier  Ltee,  the 
•Montreal  maker  of  snowmobiles. 

What  Hebert  and  other  business- 
men like  are  the  government  incen- 
tives to  private  industry:  The  gov- 
ernment pays  up  to  half  the  interest 
cost  on  loans  for  firms  diversifying 
into  capital-intensive  businesses  like 
electronics.  There  are  generous  grants 
*  for  relocating  plants  in  low  employ- 
ment areas,  and  mining  ventures  are 
less  harshly  taxed  than  in  other  areas 
of  Canada. 

"We  allow  more  free  enterprise 
than  either  Sweden  or  Britain,"  asserts 
Quebec's  Deputy  Finance  Minister 
Pierre  Goyette.  "We  don't  see  our- 
selves as  a  welfare  state." 

That's  not  quite  true.  There  are 
the  free  hospitals  and  doctors  that  all 
Canadians  take  for  granted.  Also,  in 
Quebec,  children  under  ten  get  free 
dental  care.  There  are  free  prescrip- 
tion drugs  for  the  aged,  and  for  the 
indigent,  free  legal  aid  through  Judi- 
care,  claimed  to  be  the  first  scheme 
of  its  kind  anywhere. 

Most  higher  education  is  free  right 
through  the  undergraduate  level.  In 
four  years  the  province  has  built  doz- 
ens of  community  colleges  to  break 
the  centuries-old  domination  of  edu- 
cation by  the  nuns  and  priests  whom 
many  Quebecers  blame  for  holding 
back  industrialization.  But  the  point 
is  this:  The  entire  burden  is  not  put 
on  business.  Quebecers,  particularly 
the  middle  class,  must  pay  high  taxes; 
a  Quebec  family  of  four  earning 
$18,000  pays  $1,523  in  provincial 
taxes,  vs.  $1,262  in  Ontario. 

With  affluence  has  come  a  waning 
of  the  church's  influence.  For  exam- 
ple, Quebec's  birthrate,  once  the 
highest  on  the  continent,  is  now  close 
to  the  lowest.  Ironically  this  poses  a 
problem.  If  the  low  birthrate  con- 
tinues, the  French-Canadians,  now  80$ 
of  Quebec's  6  million  population, 
will  become  proportionately  less  in- 
fluential in  North  American  affairs. 
To  stem  the  tide,  the  government 
pays  Quebecers  to  have  children,  < 
over  $18  a  month  for  four  children. 

Quebec  is  certainly  no  paradise. 
Winter  starts  early,  around  Thanks- 
giving. The  first  snows  historical K 
send  unemployment  soaring.  Double 
digit  unemployment  was  common- 
place in  the  early  1960s  in  rural  Que- 
bec. This  winter,  with  the  U.S.  hous 
ing  market  on  its  back,  dozens  <>! 
Quebec  sawmills  are  closed  or  on 
short  time.  There  isn't  much  work  in 
the  asbestos  mines,  the  biggest  in  the 
Western  world. 

But  the  real  surprise  is  (hat  nn 
employment  in  Quebec  ac'ualh  de 
clined   for  several   months    last    year. 
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Even  now  it's  only  a  notch  above  8%, 
about  in  line  with  the  U.S.  and  no 
worse  than  in  1961. 

"We  French-Canadians  were  trau- 
matized by  the  Depression,"  says 
Pierre  Frechette,  Quebec  general 
manager  for  the  Royal  Bank,  Cana- 
da's largest.  "We  used  to  stuff  what 
few  savings  we  had  in  les  bas  de 
laine,  you  know,  the  woolen  socks. 
No  more.  We  have  confidence  in  our- 
selves and  with  confidence  you  get 
things  done." 

With  271,000  new  jobs  created  in 
five  years,  with  the  weekly  industrial 
wage  averaging  $174  and  with  the 
gross  provincial  product  up  4%  in  real 
terms  in  1974— and  expected  to  rise 
3%  this  year— Quebec  has  a  right  to 
feel  confident.  This  puts  Quebec  in 
line  with  the  rest  of  Canada  and  way 
ahead  of  the  U.S.,  where  GNP  may 
fall  3%  this  year. 

Last  month  shoppers  thronged  the 
500  fashionable  boutiques  now  open 
in  a  weatherproof,  underground  city 
beneath  Montreal.  Restaurants  every- 
where were  crowded.  And  in  ancient, 
walled  Quebec  City,  an  empty  hotel 
bed  was  hard  to  find  as  holidaymak- 
ers  whooped  it  up  at  the  pre-Lenten 
Winter  Carnival. 

Benefits  From  The  Past 

Paradoxically  Quebec  is  now  ben- 
efiting from  its  former  backwardness 
and  its  flirtations  with  separatism. 
During  the  Americanization  of  the 
Canadian  economy  in  the  Fifties  and 
Sixties,  U.S.  firms  largely  bypassed 
Quebec,  putting  their  auto  and  appli- 
ance plants  in  Ontario.  These  are  the 
industries  most  hurt  by  recession. 
Quebec's  main  manufacturing  indus- 
tries are  food,  tobacco  and  textiles* 
which  by  and  large  haven't  suffered 
nearly  as  much.  Neither  have  its 
mines  rich  in  iron  ore,  gold,  zinc  and 
copper.  Nor  its  newsprint  mills  that 
operated  at  97%  of  capacity  in  1974. 

Scared  stiff  by  the  threat  of  separa- 
tion, the  federal  government  under 
Pierre  Trudeau,  a  French-Canadian 
from  Montreal,  leans  over  backwards 
to  keep  Quebec  happy.  It  primed  the 
pump  with  nuclear  power  and  heavy- 
water  plants  and  with  multimillion- 
dollar  extensions  to  the  trans-Canada 
highway.  Its  next  project  may  be  a 
$5-billion  uranium  enrichment  plant 
in  Quebec's  far  north.  Costly,  but 
think  of  the  jobs  it  will  create. 

"Hydropower  is  the  catalyst,"  says 
Charles  Boulva,  president  of  James 
Bay  Development,  the  new  provincial 
agency  which  built  a  450-mile  road 
to  the  north  in  as  many  days,  and  is 
ardently  wooing  two  dozen  or  more 
U.S.  and  foreign  firms  to  develop  the 
rich  resources  believed  to  he  beneath 
the  Canadian  shield. 
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Above  ground,  Montreal's  skyline  now  rivals  any  in  North  America.  Below 
ground  there's  a  second  city  of  "sidewalk"  cafes  and  shop-filled  passage- 
ways linking  offices  and  hotels  with  the  Metro— the  rubber-tired  subway 
system  that  glides  for  14  miles  between  clean,  art-decked  stations.  What 
better  way  to  beat  the  city's  93  inches  of  snow  and  steamy  summers? 
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What  does 

Anheuser-Busch  have 

brewing  in  Virgina? 

The  answer  may  seem  obvious,  but  it  really  isn't. 
Because  there's  a  lot  more  than  Budweiser  in  their  plans: 

To  go  along  with  a  new  two  million  barrel  a  year 
brewery.  Anheuser-Busch  is  also  developing  a  luxurious 
resort  residential  complex  and  a  theme  park  — all  on  the 
same  3.6(X)-acre  tract. 

Why  all  this  in  Virginia?  Because  like  over  5.200 
other  manufacturers,  they've  found  that  whatever  their 
plans  call  for.  Virginia  has  what's  called  for.  From  a  work 
force  that's  growing  by  40.000  members  every  year.  To  a 
location  within  500  miles  of  half  the  nation's  population. 

To  find  out  how  well  Virginia  can  fit  into  your  plans, 
contact  J.  Frank  Alspaugh.  Director.  Division  of  Industrial 
Development.  Governor's  Office.  State  Office  Building. 
Richmond.  Virginia  23219.  Phone:  (804)  770-3791.  ' 

Profit  from  the  Vigor  of  Virginia 


From  the  standpoint  of  getting  your  dollars' 
worth,  FundScope,  the  monthly  mutual  fund 
magazine,  compares  BUYING  COST  (sales 
commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  very  significant  data.  At  a 
glance  you  can  see  the  top  performers  for 
Growth,  for  Income,  for  Stability.  See  exactly 
how  the  5  top  No-Loads  compare  with  the  5 
top  Load  funds  for  various  significant  periods. 
Packed  with  factual  data,  FundScope's  ex- 
clusive in-depth  study  reveals  which  No-Loads 
are  a  "bargain"  and  which  are  "expensive." 

3  BIG  BONUSES  AT  NO  EXTRA  COST 

Send  just  $27  for  a  3-month  trial  subscription 
to  FundScope,  PLUS  — the  No-Load  vs.  Load 
Fund  survey,  PLUS— "How  Does  FundScope 
Rate  Your  Fund?"  Only  16  funds  are  rated 
above-average  for  Growth,  Income,  Stability 
combined.  PLUS — the  1974  Mutual  Fund  Guide 
and  the  1975  Guide,  April  issue,  with  complete 
10-year  performance  results.  A  300-page  book, 
with  all  the  vital  information  you  need  on  over 
450  Load  and  No-Load  funds.  (GUIDE  ALONE 
SELLS  FOR  $25.) 

ACT  NOW:  Mail  your  $27  today  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $68.00  (10  day  returnable 
guarantee.)  Include  ZIP.  No  salesman  will  call. 
Not  available  on  newsstands. 

FundScope,  DepL  F-62,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•     •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505— 6230507 


The  advantages  of  hydropower  are 
enormous.  It's  clean  and  cheap.  For 
the  industries  Quebec  is  wooing,  it 
means  nearly  50%  cheaper  energy  than 
is  available  in  neighboring  Ontario. 
For  electricity  that  costs  a  New  York- 
er $50  a  month,  a  Montreal  house- 
hold pays  barely  $10.  It  even  means 
export  dollars;  the  government-owned 
Hydro-Quebec  is  pledged  to  sell  New 
York  up  to  800,000  kilowatts  a  day, 
an  amount  that  could  easily  grow  as 
Quebec's  demand  peaks  in  winter  and 
falls  in  summer  when  New  York  most 
needs  power. 

Prosperity  has  not  solved  all  the 
problems.  Wage  settlements  of  15% 
a  year  are  commonplace.  Organized 
crime  runs  some  unions,  and  labor  ev- 
erywhere is  militant;  workers  at  Unit- 
ed Aircraft's  Montreal  plant  bombed 
homes  and  burned  cars  in  a  year- 
long strike.  Inflation  at  10%  is  only 
kept  in  check  by  federal  subsidies 
that  allow  Quebec  to  import  Vene- 
zuelan oil  at  $6.50  a  barrel. 

The  "French  Question" 

And  there's  still  the  "French  Ques- 
tion." Last  year  French  replaced  En- 
glish as  the  working  language  of  the 
province.  For  business  it  meant  pro- 
moting French-Canadians  and  hiring 
costly  translators.  This  naturally 
alarms  Montreal's  English-speaking 
Protestant  minority,  some  of  whose 
members  see  a  vision  of  another 
Northern  Ireland  when  Bourassa  says, 
"There  now  clearly  is  a  French  state 
on  our  continent." 

Will  Quebec  continue  to  be  a  good 
place  for  U.S.  investment?  The  answer 
to  that  must  be  a  guarded  yes.  Que- 
bec likes  the  greenbacks  for  the  jobs 
they  bring:  Hydro-Quebec  must  raise 
$7.5  billion  in  the  next  five  years  for 
those  northern  dams.  But  don't  ex- 
pect gratitude:  With  confidence  has 
come  an  independent  attitude,  less 
chip-on-the-shoulder,  perhaps,  than 
separatism,  but  nearly  as  tough. 

And  the  terms  of  participation 
could  get  tougher.  The  Bourassa  gov- 
ernment wants  to  add  to  the  govern- 
ment's direct  investments  in  steel,  for- 
estry and  shipbuilding.  It's  next  move 
could  be  demanding  government  par- 
ticipation in  any  existing  or  new  petro- 
chemical plants. 

Nationalization?  Oh  no,  insists  Min- 
ister of  Industry  and  Commerce  Guj 
Saint-Pierre.  Just  a  minority  interest. 
"You  need  an  insider's  knowledge  to 
know  when  you  are  being  robbed," 
says  Saint-Pierre,  making  it  clear  thai 
nobody  is  going  to  put  anything  ovei 
on  his  province. 

But  would  you  play  the  game  any 
differently  if  you  had  cheap  power, 
rich  resources,  a  big  pool  of  labor  and 
a  culture  to  protect?   ■ 
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Vulnerable  Vamp 

Pity  poor  Cher,  the  slinky  star  of 
the  17-inch  screen.  At  28,  the  high- 
school  dropout  from  slummy  El  Cen- 
tro,  Calif.,  has  everything  she  ever 
wanted— a  $2-million  Beverly  Hills 
Tudor  Gothic,  matching  Rolls-Royces, 
more  clothes  than  Bendel,  her  own 
television  show  and,  above  all,  free- 
dom from  her  long-time  husband  and 
partner  Sonny  Bono,  plus  alimony  and 
child  support  of  $32,000  a  month. 

What's  to  pity?  It's  simply  that 
Cher  has  so  little  to  gain  and  so 
much  to  lose. 

Her  glamorous  face  is  breaking  out 
in  pimples,  and  she  concedes  to  one 
and  all:  "I'm  scared  to  death."  And 
well  she  should  be;  she's  lost  every- 
thing before.  Sonny  and  Cher  made 
a  fortune  in  records  in  the  mid-Six- 
ties. Then  their  luck  changed.  They 
lost  the  last  of  their  dough  making 
movies,  but  made  a  triumphal  come- 
back on  TV. 

Back  on  top  last  year,  Cher,  who 
is  part  Armenian  and  part  Cherokee, 
decided  to  part  from  Sonny.  He 
backed  his  Rolls  out  of  the  garage, 
and  Warner  Brothers'  31-year-old  rec- 
ord whiz  David  Geffen  drove  his 
Mercedes  in.  Right  now,  Geffen  has 
split,  too,  and  Cher  is  suing  Sonny  and 


he's  countersuing  for  $24  million. 
Pure  Hollywood! 

Sonny  got  the  first  chance  to  prove 
what  he  could  do  on  his  own.  It  was 
—not  much.  His  ABC-TV  show  was 
bounced  after  13  weeks.  Does  that 
mean  his  alimony  checks  could  be 
the  next  to  bounce? 

Cher  hopes  not.  She  needs  every 
penny  to  sustain  her  life-style.  Each 
month,  in  addition  to  hosting  inti- 
mate dinner  parties  for  200,  she  is 
said  to  spend  $6,000  for  clothes  ("I'll 
take  one  in  every  color"),  $900  for 
her  shrink  and  $600  for  her  mani- 
curist. Her  manicurist?  Seems  that 
Cher's  famous,  tapered,  painted  nails 
get  messed  up  when  she  tries  to  sign 
her  four-letter  name. 

As  for  her  own  career,  everything 
is  riding  on  her  CBS-TV  show.  Her 
"special"  kick-off  show  got  good  re- 
views, partly  because  her  modest  tal- 
ents were  hidden  under  $500,000 
worth  of  baubles,  bangles  and  beads. 
Can  the  glitter  and  glow  sustain  TV 
audiences  and  advertisers  willing  to 
pay  $70,000  a  minute? 

Her  producer  thinks  so.  He  says: 
"She  reminds  me  of  Judy  Garland." 
But  out  of  earshot,  an  assistant  was 
more  pointed:  "Nobody  wears  bugle 
beads  like  Cher."  The  question  for  TV 
viewers  is:  Is  that  enough?  ■ 


Cher 


> 


And 

Corn  IMiblets, 

Too  ... 


The  No.  Two  man  to  Polaroid  found- 
er Dr.  Edwin  Land  got  a  standard 
telephone  pitch  late  last  year  from  a 
New  York  management  headhunter: 
"Do  you  have  a  friend  who  could 
have  breakfast  at  the  Ritz?"  Ten- 
year  Polaroid  veteran  Thomas  Wy- 
man  said:  "Yes— me." 

And  so  the  Jolly  Green  Giant 
seduced  marketing  man  Wyman  with 
an  offer  to  be  president  and  chief 
executive  of  the  $384-million  Min- 
nesota food  company.  At  45,  he  has 
his  own  company,  a  $100,000-plus 
salary  and  all  the  niblets  he  can  eat. 

Green  Giant  wanted  to  break  with 
tradition  after  three  generations  of 
Cosgrove  family  management.  Wy- 
man was  itchy,  too.  Polaroid  was  be- 
ing rocked  by  squabbles  over  declin- 
ing earnings  and  the  publicized  prob- 
lems of  the  SX-70  camera. 

His  precipitate  departure  left  no 
hard  feelings,  he  says.  On  his  first 
day  in  the  new  job,  he  unveiled  for 
Forres  his  going-away  present  from 
Dr.  Land— a  workable  instant  camera 


Wyman  of  Green  Giant 


made  from  Jolly  Green  Giant  cans. 

The  tall,  patrician  Wyman  says  he's 
not  worried  about  the  switch  from 
snapshots  to  canned  corn.  Before 
Polaroid,  he  spent  ten  years  in  the 
food  business  at  Nestle.  He  says,  "I'd 
rather  be  selling  food  than  cigarettes." 

Wyman  now  finds  himself,  as  he 
puts  it,  "in  another  world."  Green 
Giant  needs  a  management  boost,  es- 
pecially abroad.  Latest  12-month 
earnings  were  a  record  $2.94  a  share, 
but  margins  are  being  squeezed  by 
rising  produce  costs.  The  company, 
moreover,  has  a  highly  leveraged 
capital  structure— debt  and  preferred 
stock  account  for  more  than  half  of 
capital.  Besides  the  Cosgrove  family, 
Wyman  has  another  big  stockholder 
peering  over  his  shoulder:  American 
Home  Products,  which  owns  just  short 
of  10%  of  the  stock.  Clearly,  Wyman 's 
job  has  challenges  aplenty. 

But  in  one  way  he's  going  to  find 
things  very  quiet  after  his  years  at 
Polaroid.  "I  went  to  a  recent  meeting 
with  food  analysts,"  he  says.  "Amaz- 
ing. Nobody  jumped  up  and  down 
and  yelled."  Now  if  Wyman  can  keep 
his  big  stockholders  quiet  and  happy, 
he'll  be  home  free.  ■ 
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Two  Faces  Of  Sandy 

At  first  glance,  Sanford  Sigoloff 
seems  the  ideal  man  to  run  Daylin, 
Inc.,  a  Beverly  Hills-based  diversified 
retailer  that  lost  $28  million  last  year 
on  sales  of  $560  million.  After  all, 
Sigoloff  appears  to  have  some  experi- 
ence in  turning  troubled  companies 
around.  In  1971,  when  he  took  over 
at  Republic  Corp.,  he  faced  roughly 
the  same  problems  he  is  now  seeing 
at  Daylin— that  is,  a  bad  case  of  un- 
digested diversification,  excessive 
debt,  nervous  bankers  and  front-of- 
fice fat.  In  addition,  Daylin's  former 
management  seemed  preoccupied 
with  outside  affairs. 

How  did  Sigoloff  do  at  Republic? 
He's  the  first  to  tell  you  how  well  he 
performed:  "Republic's  $10- million 
profit  last  year  was  a  good  testimony 
to  what  I  thought  I  did." 

Among  other  things,  the  slender, 
handsome,  44-year-old  executive  says 
he  restructured  Republic's  debt,  weed- 
ed out  unwanted  divisions  and  execu- 
tives and  ran  the  show  with  an  iron 
will.  Says  Sigoloff:  "I'll  give  a  guy 
enough  rope  to  do  the  job,  but  I  con- 
trol Dr.  Guillotine's  machine  if  he 
doesn't  do  it  right.  Daylin  needs  an 
autocrat,  and  I'm  willing  to  be  one." 

But  back  at  Republic,  folks  re- 
member Sigoloff  and  his  accomplish- 
ments a  little  differendy.  One  compa- 
ny executive,  who  requested  anonym- 
ity, says:   "Progress  had  been  made, 


Sigoloff  of  Daylin 


but  it  remained  to  be  seen  whether 
the  company  would  survive  [when 
Sigoloff  left  in  1972]."  As  for  Sigo- 
lofFs  departure,  there  is  no  doubt  that 
he  left  under  a  cloud. 

Sigoloff's  refinancing  backfired, 
claims  a  former  Republic  officer:  "The 
interest  costs  more  than  absorbed  the 
company's  cash  flow.  .  .  .  Sure  Sigo- 
loff did  a  good  job— for  the  banks." 


There  is  agreement  on  one  point, 
however:  that  Sigoloff  is  a  bossy 
boss.  A  Republic  director,  who  says 
he  rebelled  when  Sigoloff  started  giv- 
ing him  orders,  adds:  "He's  complete- 
ly lacking  in  sensitivity." 

Of  course,  bosses  get  paid  for  re- 
sults, not  sensitivity;  but  then,  sensi- 
tivity can  help  get  results.  What  will 
the  verdict  be  at  Daylin?  ■ 


Basic  Arithmetic 

If  you  are  a  woman,  please  don't 
wear  slacks  in  front  of  Donald  Mc- 
Cullough.  It's  not  that  he  has  any 
aesthetic  or  moral  objections  to  them. 
But  they  remind  him  of  the  unfortu- 
nate acquisition  made  by  his  compa- 
ny, Collins  &  Aikman,  back  in  1968. 

Those  were  the  days  of  the  mini- 
skirt, and  pantyhose  were  selling  like 
crazy.  So  Chairman  McCullough,  50, 
the  son  of  an  earlier  C&A  chief, 
bought  Anderson  Hosiery.  Then  came 
slacks  and  pantsuits  and  women 
bought  fewer  pantyhose— just  when 
everyone  and  his  brother  was  getting 
into  the  business. 

McCullough  hasn't  fared  much  bet- 
ter elsewhere.  His  acquisitive  textile 
company  is  one  of  the  leaders  in 
warp  knits.  These,  too,  have  attracted 
too  much  competition  while  the  cloth- 
ing market  has  gone  soft. 

For  a  while,  though,  pantyhose 
and  warp  knits  were  just  two  more 


profit  centers  for  this  widely  diversi- 
fied textile  maker.  Between  1967  and 
1972  its  sales  and  profits  almost  dou- 
bled (to  $313  million  and  $1.61  a 
share).  But  earnings  have  been  sink- 
ing for  the  past  three  years,  and  fig- 
ures for  the  fiscal  year  ended  Feb. 
28  will  show  more  of  the  same.  In 
the  latest  fiscal  quarter  profits 
dropped  41%   (to  19  cents  a  share). 

"It's  an  old  story,"  says  McCul- 
lough, shaking  his  head.  "You  expect 
20%  growth  in  these  hot  markets  and 
ten  companies  jump  in,  each  one  ex- 
pecting to  get  half  of  the   growth." 

Meanwhile,  C&A's  carpet  opera- 
tions have  been  hit  by  the  auto  and 
building  slumps,  and  apparel  fabrics 
by  the  slowdown  in  clothing  sales. 

Collins  &  Aikman  remains  one  of 
the  best-run  U.S.  textile  companies 
(its  five-year  return  on  equity  is 
14.3%),  but  next  time  someone  tells 
you  textiles  aren't  cyclical  any  longer, 
remember  Don  McCullough's  words: 
"The  magic  formula  failed.  ..."  ■ 


McCullough  of 
Collins  &  Aikman 
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Path  To  Power? 

Americans  can  thank  their  lucky 
stars  that  our  trade  union  movement, 
however  shortsighted  it  sometimes 
seems,  is  basically  money  oriented 
rather  than  ideologically  oriented.  In 
the  U.S.,  United  Auto  Workers  Pres- 
ident Leonard  Woodcock  can  still  go 
on  television  and  argue  that  the  auto 
companies  ought  to  be  permitted  to 
make  better  profits  so  they  can  pay 
good  wages.  Few  British  union  bosses 
would  argue  so  rationally.  In  fact, 
Britain's  present  mess  is  at  least  part- 
ly due  to  the  socialistic  (and  out- 
right communistic)  ideology  that  its 
union  leaders  frequently  espouse  and 
pursue. 

Consider  the  growing  power  of  An- 
thony Wedgwood-Benn  or,  as  he 
calls  himself,  Tony  Benn,  49,  Minister 
of  Trade  &  Industry  in  the  Harold  Wil- 
son cabinet  and  recently  elected  head 
of  the  Home  Affairs  Policy  Commit- 
tee of  the  ruling  Labour  Party.  When 
the  Labourites  returned  to  power  last 
year  nobody  took  very  seriously  this 
socialist  artistocrat,  this  pipe-smoking, 
Oxford-educated  viscount  who  re- 
nounced the  title  and  sneers  at  his 
own  class  while  romanticizing  the 
workingman. 

Well,  they're  taking  him  seriously 
now.  At  the  end  of  January,  Benn  in- 
troduced a  bill  in  Parliament  to  set 
up  a  National  Enterprise  Board.  The 
proposed  NEB  would  have  $1.7  bil- 
lion in  capital  with  which  to  buy  a 
stake  of  up  to  30%  in  any  private  com- 
pany. But  beyond  that,  Benn's  bill 
would  require  any  company  "engaged 
in  the  manufacturing  industry  which 
makes  a  significant  contribution  to  the 
economy"  to  open  its  innermost  books 
to  the  unions  and  to  the  government. 
The  government  would  then  open  up 
to  the  companies,  revealing  its  plans 
for  the  economy  three  years  ahead. 
Nothing  is  said  in  the  bill  about  un- 
ion obligations. 

But  the  bill  envisions  that  the 
three  parties,  management,  labor 
and  government,  would  then  get  down 
to  joint  planning  of  how  the  com- 
pany would  invest,  how  many  people 
it  would  employ,  where  it  would  lo- 
cate its  plant,  how  it  would  plan  to 
finance. 

It  is  a  pleasure  of  the  current  de- 
pression and  lack  of  confidence  of 
British  businessmen  that  many  see 
Benn's  proposals  as  a  way  out  of 
the  country's  industrial  morass.  The 
NEB  bill  is  an  important  part  of  the 
Labour     Party     manifesto     and     will 


almost    surely    pass    in    some    form. 

Yet  it  is  nothing  less  than  a  new 
way  to  socialism.  British  companies 
have  been  pushed  to  the  wall  by  a 
combination  of  incessant  strikes,  con- 
stantly escalating  wage  demands,  low 
productivity  and  often  footless  man- 
agement. The  government  now  steps 
in  to  bail  out  business— but  under  the 
condition  that  it  surrender  even  fur- 
ther to  the  labor  unions.  It  isn't  called 
"socialism."  It  is  called  "workers  con- 
trol," a  vague,  high-sounding  phrase 
that  means  nothing  but  implies  ev- 
erything. A  phrase,  moreover,  that 
is  sweeping  Europe  from  Germany, 
where  worker-directors  are  already 
on  management  boards,  to  France, 
where  workers  are  now  to  be  brought 
in  to  more  phases  of  the  decision- 
making process. 

But  Benn's  view  of  worker  control 
is  at  once  more  basic  and  possibly 
more  realistic  than  the  rather  abstract 
plans  of  the  Germans  and  French. 
Shortly  before  taking  his  cabinet  post 
last  year,  Benn  summed  up  his  phi- 
losophy for  Forbes:  "We  are  en- 
gaged, candidly,  in  a  prolonged  pe- 
riod of  trench  warfare  between  la- 
bor and  management  in  Britain  and 
have  been  for  some  time.  This  trench 
warfare  can  only  be  resolved  by  a 
transfer  of  power,  by  some  measure 
of  workers'  control,  of  industrial  de- 
mocracy." Backing  his  beliefs  in  office, 
Benn  has  paid  out  millions  of  dol- 
lars to  workers'  cooperatives  which 
have  been  set  up  in  the  bombed- 
out  shells  of  companies  gone  bust. 

He  tells  unions,  their  leaders  and 
their  shop  stewards— powerful  local 
chieftains  in  British  labor— exactly 
what  they  want  to  hear:  That  Brit- 
ain's crippling  inflation  and  failing 
industry  is  no  fault  of  the  unions; 
he  blames  it  on  the  indolent  and  tim- 
orous old-school-tie  types  who,  he 
says,  run  British  industry.  Are  wage 
inflation  and  strikes  crippling  eco- 
nomic growth?  Never  mind,  Benn 
soothes  his  prospective  followers: 
"There  is  in  Britain  a  greater  feeling 
for  security  than  for  expansion  and 
growth.  .  .  .  [The  unions  are]  trying  to 
assert  human  values  over  and  above 
the  values  of  profit  maximization  and 
efficiency.  And  they  have  been  fairly 
successful  in  slowing  the  rate  of 
growth  in  Britain."  Too  true,  too  true. 

The  trade  unions,  though  repre- 
senting only  20%  of  the  population, 
have  shown  in  recent  years  that  they 
could  impose  their  will  on  both  Con- 
servatives and  Labourites.  In  catering 
to  their  fancies  and  prejudices,  Benn 


Wedgwood-Benn  of 
Britain's  Trade  &  Industry 


clearly  thinks  he  is  backing  the  win- 
ning horse  in  British  politics.  He 
could  be  right.  If  so,  the  result  could 
be  socialism,  not  via  revolution  or 
the  ballot  box,  but  by  the  indirect 
route  of  first  wrecking  British  indus- 
try and  then  taking  it  over.  Perhaps 
significantly,  the  opposing  political 
party,  the  Conservatives,  last  month 
elected  a  new  leader,  Margaret 
Thatcher,  who  is  diametrically  op- 
posed to  Britain's  socialistic  trend. 
The  battle  is  joined,  but  Benn  has  a 
head  start.   ■ 
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SPORTS  ILLUSTRATED 

"An  excellent  insight   into  much 
that   has   touched   the  American 
scene  during  the  past  quarter  cen- 
tury and  even  longer— not  only  in 
business,  on  Wall  Street  and  in 
the  marketplace,  but  among  the 
personalities   who   have   been   in 
and  made  the  news,  and  every- 
thing from  campus  turbulence  to 
water  beds." 
Edgar  B.  Speer 
Chairman, 
United  States  Steel  Corporation 

"Reviewing  these  editorials  span- 
ning more  than  two  decades  is  a 
fascinating  exercise.  FORBES  has 
been  not  only  right  so  often  on 
momentous    issues,    but    in    the 
vanguard!" 
James  C.  Fletcher 
Administrator, 
National  Aeronautics  and 
Space  Administration 

"...a  treasure  house  of  wit  and 
wisdom  on  business  and  politics. 
As  you  read  it,  you'll  keep  saying 
to  yourself,  "I  wish  I'd  said  it  that 
way!" 

W.  F.  Rockwell,  Jr. 
Chairman  of  the  Board, 
Rockwell  International 
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The  Funds 


A  Big  Appetite  For  Funds 


"We  still  have  great  faith  in  the 
future  of  mutual  funds!"  cries  Charles 
T.  Bauer,  senior  vice  president  of 
Houston-based  American  General  In- 
surance Co.  and  the  man  in  charge  of 
its  mutual  fund  operation. 

That's  for  sure.  American  General 
today  is  investment  manager  for  the 
country's  largest  number  of  mutual 
funds:  21  at  last  count,  with  assets 
of  $1.3  billion. 

Most  of  the  funds  are  acquisitions. 
In  the  past  18  months,  American  has 
taken  on  the  three  Equity  Funding 
funds,  the  respected  Provident  Fund 
for  Income  and,  most  recently,  six 
funds,  including  the  ill-famed  Enter- 
prise Fund,  from  cash-strapped  Share- 
holders Management. 

But  American  General  was  in- 
volved with  funds  before  this.  Like 
many  another  financial  institution,  it 
yearned  to  be  a  "financial  department 
store."  So  in  1969,  at  the  peak  of 
fund  popularity,  it  paid  a  stiff  price 
for  the  Channing  fund  group,  which 
then  had  assets  of  $705  million. 
("Funds  were  expensive  at  the  time," 
says  Bauer.)  Only  recently  has  a  set- 
tlement of  a  lawsuit  over  the  sale 
been  proposed. 

In  1970  American  launched  its  own 
closed-end  bond  fund,  and  in  1972 
it  started  a  closed-end  convertible 
securities  fund.  Unlike  the  flood  that 
followed,  AG's  first  closed-end  bond 
fund  has  done  fairly  well,  because  of 
its  timing  (in  1970  bond  yields  were 
far  higher  than  in  1972-73  when  most 
other  such  funds  saw  the  light  of  day) 
and  because  of  some  fairly  shrewd 
trading  in  1973.  "We  were  out  before 
the  market  break  that  year,"  says 
Bauer,  "and  back  in  before  the  rally 
that  fall."  Not  surprisingly,  the  Ameri- 
can General  Bond  Fund  (assets:  $198 
million)  has  usually  traded  at  a  pre- 
mium over  net  asset  value  and  has 
been  able  to  make  two  successful  sub- 
sequent offerings. 

With  Channing  and  with  two 
closed-end  funds  in  hand,  why  did 
AG  go  on  an  acquisition  binge?  The 
Channing  funds'  performance  was 
hardly  encouraging.  Its  flagship, 
Channing  Growth  Fund,  rated  A-f-  in 
up  markets  and  F  in  down  ones  in 
the  latest  Forbes  Mutual  Fund  Bat- 
ings;  since  markets  after  1969  have 
been  largely  down,  the  fund  has  fall- 
en 40%,  vs.  23%  for  the  Dow  Jones 
industrials.  The  other  Channing  funds 
have  been  rather  mediocre. 


More  important  for  American,  it 
has  been  losing  money  on  funds. 
"And  we're  not  breaking  even  yet," 
admits  Bauer.  "But  funds  are  a  com- 
mitment we're  willing  to  make." 

Bauer's  reasoning:  "The  name  of 
the  game  in  money  management  is 
leverage  of  size.  We  felt  that  with 
the  market  down,  this  was  the  time 
to  acquire  enough  management  con- 
tracts to  give  us  the  size  we  wanted. 
Dollar  averaging  if  you  will."  Not  a 
bad  idea— if  you  can  afford  it,  which 
most  fund  groups  cannot. 

Unlike  most  fund  groups,  AG  sells 
its  funds  both  through  broker-deal- 
ers   and    its    own    sales    force.    "Of 


"As  in  the  past, 
growth  stocks  are  where 
you  want  a  preponderance 
of  your  money." 

—Bauer  of  American  General 


course,  our  agents  sell  our  other  in- 
surance products,"  says  Bauer,  but 
mutual  funds  is  their  primary  busi- 
ness. Surprisingly,  these  salespeople 
are  also  allowed  to  sell  most  other 
funds  as  well.  "If  a  man  can  sell 
a  client  the  Dreyfus  Fund,  why 
shouldn't  he?"  asks  Bauer.  "But  they 
make  more  money  selling  ours." 

What  does  American  plan  to  do 
with  its  raft  of  new  funds?  "This 
spring,"  answers  Bauer,  "we're  hop- 
ing to  start  to  merge  them."  Chan- 
ning, for  instance,  has  a  bond  fund, 
an  income  fund  and  a  balanced  fund, 
none  of  them  very  large. 

But  consolidating  so  many  funds 
takes  time.  For  instance,  when  you 
take  over  a  group  of  funds,  says- 
Bauer,  "you  have  to  get  expenses  un- 
der control,  which  is  not  easy." 

Moreover,  the  mergers  for  now  will 
have  to  be  within  their  own  original 
groupings:  A  Shareholder  fund  could 
not  be  merged  into  a  Channing  fund. 
"These  groups  have  different  restric- 
tions, different  transfer  agents,  etc. 
It's  not  feasible  to  merge  them  over 
the  short  term,"  says  Bauer. 

One  of  the  differences  is  in   man 
agement   fees.    The    Equity   Funding 
funds  charge  0.25%  of  assets,  vs.  the 
0.5%  of  the  Channing  funds.   It  will 
be  a  couple  of  years  before  AG  will 
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be  legally  able  to  bring  about  a 
uniformity  of  fees. 

So  how  does  American  plan  to 
manage  what  will  still  be  a  large 
number  of  funds  with  a  variety  of 
investment  goals?  "That's  a  good 
question,"  responds  Bauer  with  a 
laugh.  "We've  been  wrestling  with 
that  long  and  hard."  But  Bauer  thinks 
he  has  found  the  answer— through 
strong  committee  guidelines. 

"We  start  off  every  Monday  morn- 
ing with  a  policy  meeting  made  up 
of  our  senior  management.  We  dis- 
cuss the  outlook  for  the  economy  and 
the  market.  Then  we  tell  the  fund 
managers  how  much  of  their  equity 
money  they  will  have  in  cash  and 
how  much  will  be  invested.  We  in- 
dicate to  them  the  areas  of  the  econ- 
omy we  think  might  do  better  than 
average  and  ask  them  to  reflect  that 
in  their  portfolios." 

In  American's  case,  such  a  rigid 
structuring  is  probably  unavoidable 
if  control  is  to  be  maintained.  But 
AG  is  in  the  process  of  fashioning 
some  unique  tools  to  prevent  this  ri- 
gidity from  guaranteeing  mediocre 
performance.  It  has  been  developing 
various  indices  on  the  supply  and 
flows  of  money  for  about  a  year.  "We 
believe,"  says  Bauer,  "that  the  force 
of  money  is  the  most  important  thing 
one  must  have  an  understanding  of 
in  investing.  The  market  is  really  only 
a  reflection  of  the  force  of  money.  If 
money  becomes  easy,  it  finds  its  way 
into  the  markets. 

"We  have  seven  indices  of  money, 
and  all  the  forward  ones  turned  posi- 
tive last  December.  So  we  put  our 
cash  reserves— about  15%  of  total  as- 
sets—into the  market.  This  money  stuff 
isn't  the  be-all  and  end-all  of  invest- 
ing, but  it  is  very  useful." 

When  American  made  its  move 
in  December,  it  went  heavily  with 
companies  that  had  high  yields  and 
good  balance  sheets.  Bauer  cites  May- 
tag, Otis  Elevator,  RCA  and  ABC  as 
examples.  But  Bauer  thinks  the  fu- 
ture still  belongs  to  the  growth  stocks. 
"Last  December,  the  market  was  so 
washed  out  that  there  was  an  oppor- 
tunity none  of  us  now  working  have 
ever  seen.  I  can't  believe  the  future 
will  be  any  different  from  the  past: 
Growth  stocks  are  where  you  want  a 
preponderance  of  your  money." 

Meanwhile?  says  Bauer,  "We're  not 
interested  in  fund  groups  anymore, 
but  we  are  still  very  interested  in  di- 
rect mergers  of  outside  individual 
funds  merging  into  one  of  ours." 

Merger,  anyone?  ■ 


I  tie  Yields  of  Mraient  bonds 
Plus  An  Equity  Kicker 

A  Replacement  for  Treasury  Bills? 


With  Treasury  bills  now  yielding 
less  than  6%,  many  investors  must 
either  accept  sharply  reduced  in- 
come or  find  a  replacement  for 
Treasury  bills  as  they  mature. 
Many  convertibles  are  now  offer- 
ing much  higher  yields,  compa- 
rable to  those  on  nonconvertible 
bonds  and  preferreds  of  similar 
quality. 

Need  for  Prompt  Action 

Conditions  are  changing  rapidly  in 
both  the  stock  market  and  the 
bond  market.  Investors  who  daw- 
dle too  long  may  very  soon  regret 
having  missed  a  golden  opportuni- 
ty. Straight  fixed-income  securi- 
ties have  been  offering  record 
yields  but  an  easing  Federal 
Reserve  policy  may  soon  turn  those 
high-yielding  instruments  into  a 
vanishing  species.  Before  a  declin- 
ing trend  in  interest  rates  converts 
all  those  high  yields  into  capital 
gains  for  holders  of  the  securities, 
all  investors  should  give  serious 
consideration  to  including  some  of 
these  issues  in  their  portfolios. 
But,  as  most  astute  investors 
know,  it's  tough  to  keep  ahead  of 
inflation  with  a  fixed  payout.  If 
only  equity  participation  were 
available  without  having  to 
sacrifice  some  current  yield! 

-Ace  in  the  Hole 

Many  convertible  securities  offer- 
ing yields  comparable  to  those  of 
straight  issues  are  trading  at 
large  premiums  over  conversion 
value.  The  traditional  view  is  to 
regard  these  convertibles  as  de  fac- 
to straight  issues  because  gains  of 
25%  or  50%  by  the  underlying  com- 
mon shares  would  probably  be  ac- 
companied by  only  very  nominal 
price  rises  by  the  convertibles. 

With  the  current  state  of  the 
market,  however,  it  is  entirely  like- 
ly that  these  conversion  features 
will  indeed  prove  to  be  of  value. 
And  in  an  inflationary  economy, 
high  yields  alone  are  simply  not 
enough.  We  have  therefore  com- 
piled a  list  of  convertibles  that 
provide  the  high  yields  found  on 
straight  issues  of  similar  quality 
plus  the  conversion  feature. 
Because  stock  prices  are  still  very 
deeply   depressed   —  despite  the 


gains  since  last  December  —  we 
believe  the  conversion  feature  of 
these  issues  will  ultimately  be  a 
very  significant  factor. 

We  invite  you  to  judge  for 
yourself  the  value  of  our  approach 
to  convertible  investing  with  the 
special  offer  below. 

50%  Saving  Plus  $12  Bonus 

We  will  send  you  all  forthcom- 
ing issues  of  The  Value  Line 
Convertible  Survey  for  the  next 
three  months  —  12  issues,  32  pages 
each  —  bringing  you  continually 
updated  evaluations  of  more  than 
700  convertibles  and  warrants  .  .  . 
plus  specific  buy-hold-sell 
recommendations. 

This  introductory  trial  subscrip- 
tion comes  to  you  for  only  $29  —  a 
full  50%  off  the  regular  rate. 

In  addition,  you  will  receive  — 
entirely  as  a  bonus  —  our  com- 
prehensive, easy-to-understand, 
132-page  guide,  More  Profit  and 
Less  Risk  —  Convertible 
Securities  and  Warrants  (sold 
separately  for  $12). 

Yes,  I  would  like  to  try  The  Value  Line 
Convertible  Survey.  As  a  triple  bonus,  at 
no  additional  cost,  also  send  me  your 
selected  list  of  high  yielding  convertibles 
as  a  replacement  for  Treasury  bills,  a  copy 
of  your  132-page  book  'More  Profit  and 
Less  Risk  —  Convertible  Securities  and 
Warrants',  and  a  custom  binder  for  filing 
the  service. 

□  3  months  for  $29  (12  issues).  This  offer 
is  available  only  once  to  any  household. 
Check  or  money  order  for  $29  must  ac- 
company order. 

□  1  year  $225  (48  issues) 

□  Payment  enclosed.  □  Bill  me  for  $225. 

N.Y.  residents  please  add  applicable  sales 
tax.  Foreign  rates  available  on  request. 
Subscription  fees  are  fully  tax-deductible. 
This  agreement  will  not  be  assigned 
without  subscriber's  consent. 


Name 
(please  print) 

Address   


J16DK1  Bonus  K 


City 


State 


Zip 


Signature 


The  Value  Line 
Convertible  Survey 

5  East  44th  St.,  New  York,  N.Y.  10017 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


February  14, 1975 


$150,000,000 


m 


BankAmerica 

CORPORATION 


8%%  Debentures  Due  February  15, 2005 


Price  100% 

Plus  accrued  interest  from  February  15,  1975 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from 
only  such  of  the  several  undenvriters,  including  the  under- 
signed, as  may  lawfully  offer  these  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Salomon  Brothers 


Dean  Witter  &  Co. 

Incorporated 


Dillon,  Read  &  Co.  Inc. 


The  First  Boston  Corporation 


Kuhn,  Loeb  &  Co. 


Donaldson,  Luf kin  &  Jenrette         Drexel  Burnham  &  Co.         Goldman,  Sachs  &  Co. 

Securities  Corporation  Incorporated 

Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 

Affiliate  of  Bache  &  Co.  Incorporated  Incorporated 

E.  E  Hutton  &  Company  Inc.     Keef  e,  Bruyette  &  Woods,  Inc.     Kidder,  Peabody  &  Co. 

Incorporated 

Lazard  Freres  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

Incorporated 

M.  A.  Schapiro  &  Co.,  Inc.        Smith,  Barney  &  Co.        Warburg  Paribas  Becker  Inc. 

Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co. 

Incorporated 


The  Forbes  Index 
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AUG. 126.1 

SEPT 124.4 

OCT 122.7 

NOV 119.2 

DEC.   (Prel.)      116.9 


Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.    of 


Commerce  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market  Comment 


Beware  The  Ides  Of  April 


Remember  last  October?  When  the 
DJI  was  under  600?  When  there 
was  such  a  great  urge  for  liquidity? 
When  91-day  bills  were  around  9% 
and  bank  certificates  of  deposit  yield- 
ed 12%  or  so?  When  the  stock  mar- 
ket was  emphatically  discounting  de- 
pression and  disaster?  When  there 
was  not  a  ray  of  hope  anywhere? 

And  now,  what  a  change!  The  DJI 
has  recovered  some  158  points;  yields 
on  short-»term  money  instruments 
have  been  cut  approximately  in  half; 
the  quest  for  liquidity  has  become  a 
real  flight  from  liquidity;  both  Fed- 
eral Reserve  policy  and  Washington 
objectives  have  changed  from  anti- 
inflation  to  antirecession;  and  basic 
commodities  are  experiencing  enough 
price  weakness  to  suggest  that  the 
rate  of  inflation  by  early  summer  may 
be  down  around  6%  or  7%  as  against 
12%  only  a  few  months  ago. 

There  are  many  people  who  can't 
understand  just  how  the  stock  market 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyei  Inc. 


By  L.  O.  Hooper 

and  the  bond  market  can  experience 
such  a  sensational  rise  in  so  short  a 
time,  when  business  is  deteriorating 
faster  and  faster  and  earnings  are 
dropping  more  rapidly  than  even  the 
bears  of  late  1974  anticipated. 

There  really  are  four  adequate  ex- 
planations. First,  the  1974  decline  was 
one  of  the  biggest  in  all  American 
financial  history,  and  it  went  to  an 
obvious  extreme.  Second,  just  as  we 
had  the  greatest  quest  for  liquidity 
last  year  since  1931  and  1932,  the 
early  1975  flight  from  liquidity  has 
been  the  most  spectacular  since  1933 
(right  after  the  bank  holiday).  Third, 
the  current  economic  and  business 
distress  was  discounted  in  advance, 
and  the  stock  market  does  not  have 
to  do  the  same  thing  twice.  Fourth, 
we  are  reaping  some  of  the  delayed 
impact  of  the  expansionist  Fed  policy 
established  as  early  as  last  summer. 

Shifting  gears  now,  from  estab- 
lished fact  to  the  less  certain  area  of 
opinion,  I  don't  think  that  the  flight 
from    short-term   money   instruments, 


such  as  CDs,  short-term  bills  and 
bankers  acceptances,  has  completely 
run  its  course.  It  won't  last  as  long 
or  go  as  far  as  it  did  in  the  spring 
rise  of  1933,  which  lifted  the  DJI 
from  around  50  in  February  to  108 
in  July,  but  it  could  easily  get  up  to 
around  800  on  the  DJI  now,  give  or 
take  20  points.  Remember  that  a  lot 
of  those  old  short-term  money  instru- 
ments, which  for  a  time  provided  fan- 
tastic yields,  are  still  maturing,  and 
there  is  reluctance  to  roll  them  over 
into  new  ones  offering  5/2%  to  6M%. 
Also,  stocks  look  more  attractive  to 
most  people  when  they  are  going  up 
than  when  they  are  going  down. 

I  can't  help  wondering  more  about 
the  ides  of  April  than  about  the  ides 
of  March.  Unless  I  miss  my  guess, 
about  mid-April  we  will  be  forced  to 
digest  some  terrible  first-quarter  earn- 
ings reports,  something  we  now  avoid 
thinking  about.  With  the  Dow  at  650, 
or  even  at  700,  investors  might  think 
all  this  bad  news  had  been  discounted 
and  that  it  could  be  ignored.  But  how 
about  the  Dow  at  800  or  so,  and  fac- 
ing a  long  band  of  congestion  on  the 
chart  at  800  to  850? 

I  can't  help  recalling  1933:  After 
the  flight  from  liquidity  culminated 
on  July  18  and  commodities  simply 
fell  out  of  bed  overnight,  we  wiped 
out  40%  of  the  February-July  rise  in 
just  three  sessions  and  the  Dow  fell 
another  20%.  What's  more,  the  daily 
volume  of  trading  on  the  NYSE  in 
August  and  September  was  less  than 
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Traders  &  Investors! 

Save  on  broker 


commissions. 


*0n  3  transaction  under  $2000  Exchange  Rates  were  eliminated 

COMPARE  OUR  SAVINGS  EXAMPLES 

#  K  NYSE         Our  $ 

Sharps    price  is    Commission   Comm.  YOU  SAVE 


50 

75 

100 

200 

500 


$48 
42% 
35 
45 
20 


$  45.32 

53.65 

58.85 

137.50 

176.36 


$24 
32 
35 
63 
70 


$  21.32 

21.65 

23.85 

74.50 

106.36 


COMMISSION  SAVINGS  UP  TO  70% 

SA  VINGS  for  buying  &  selling  in 

OTC  +  "THIRD-MARKET" 


$  Range/Transaction 

$  2,001  -  $     5,000 

5,001  -       30,000 

30,001  -       60,000 

60,001  -    300,000 


%  Commission 
1.0% 
0.7 
0.5 
0.4 


TO  OPEN  YOUR  ACCOUNT  CALL  TOLL  FREE 
Out  of  California 

(800)  227-4200 


Out  of  415  Area 

(800)  792-2921 


In  Bay  Area 

(415)  398-7882 


Charles  Schwab  &Co.,  Inc. 

120  Montgcnery  St.,  San  Francisco,  CA  94104 

Member:  PBW  Stock  Exchange,  Inc.     /-V*"*™-^^-,, 
Boston  Stock  Exchange  (Assoc  )  W||     | 

D  Send  me  FREE  information  ^M    V 

NAME 

ADDRESS 

CITY 

ZIP 


_STATE_ 


PHONE 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  V4  to  V2  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  Catalog! 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  66th  fl. 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

Name 

I    Address Zip 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  V4  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Setvicas 

2995  L.B.J.  Freeway 

P.O.  Boi  29119,  Dept.  FOR. 

Dallas,  Texas  75229  Ph.  (214)  243  4253 


40%  of  the  daily  volume  during  May, 
June  and  July. 

You  may  object  at  my  using  an- 
cient history— and  I  would  be  the  first 
to  say  that  the  situation  in  the  spring 
of  1933  was  much  more  extreme  than 
that  of  the  early  months  of  1975— but 
the  two  markets  are  analogous.  Both 
were  a  flight  from  extreme  liquidity 
and  extreme  pessimism. 

A  Better  Market  In  '75  " 

What  am  I  driving  at?  Unlike  the 
thinned  ranks  of  die-hard  bears  who 
still  croak  disaster,  I  don't  think  we 
are  going  back  to  anything  like  the 
old  1974  lows.  We  have  a  Dow 
Theory  reversal  signal,  loud  and 
clear,  which  I  take  seriously.  This  is, 
and  will  continue  to  be,  "a  better 
year"  in  the  stock  market.  In  a  slow- 
er and  more  laborious  climb,  we 
probably  will  get  up  around  800  on 
this  rise.  But  there's  much  more  con- 
gestion between  800  and  900  than 
there  was  between  600  and  700,  es- 
pecially if  you  believe  in  charts. 

An  intermediate  rise  in  the  Dow 
as  large  as  we  have  experienced 
(about  28%  from  the  October  lows 
to  mid-February  highs)  is  not  to  be 
sneezed  at.  And  I  assume  the  rise  will 
be  greater  than  this  before  it  ends. 
It  seems  to  me  that  it  is  time  to  be 
a  little  more  finicky  about  making  ad- 
ditional commitments  on  advances 
from  now  on,  and  that  traders  should 
begin  to  think  about  taking  profits 
even  at  prices  where  the  buyer  has 
a  chance  to  make  a  little  money  on 
the  stocks  he  buys  from  them.  In  oth- 
er words,  don't  look  a  gift  horse  in 
the  mouth  when  it  comes  to  taking 
profits  in  some  things. 

All  this  has  more  to  do  with  the 
state  of  the  stock  market  than  the 
state  of  the  economy.  Again  I  will 
offer  some  opinion,  much  of  it  based 
on  "feel"  and  intuition  as  on  fact.  I 
think  that  inflation  is  fading  faster 
than  expected,  that  inventories  are 
being  liquidated  rapidly  in  spite  of 
some  contrary  statistics,  that  indus- 
try's abnormal  appetite  for  credit  is 
subsiding,  and  that  the  recession  is 
rapidly  making  the  desired  adjust- 
ments. In  a  sense,  all  this  bad  news 
we  have  had  is  good  news;  it  sug- 
gests that  signs  of  recovery  may  be- 
gin to  appear  earlier  than  we  had  ex- 
pected. Soon  we  may  even  see  moder- 
ately lower  prices  for  imported  oil. 

In  an  atmosphere  like  this,  how- 
ever, there  are  sure  to  be  some  shock- 
ing exposures,  especially  about  the 
liquid  financial  position  of  some 
companies.  Not  all  are  like  Freeport 
Minerals  (24),  which  had  $101.8  mil- 
lion in  net  working  capital,  with  $81.3 
million  in  cash  and  equivalents,  and 
no  debt  at  the  end  of  1974.  As  the 


market  setdes  down  from  its  all-per- 
vading euphoria,  it  will  be  much  more 
selective,  more  of  a  market  of  stocks 
and  less  of  a  stock  market. 

For  a  long  time,  many,  perhaps 
most,  investors  have  been  shy  about  ' 
buying  the  shares  of  any  corporation 
whose  earnings  have  declined  a  lit- 
tle from  a  year  ago.  I  don't  know 
whether  this  attitude  will  diminish 
this  year  or  not,  but  I  think  it  should. 
If  corporation  earnings  in  general  are 
to  be  off  15%  or  20%  this  year  (I 
think  25%  may  be  more  realistic), 
most  good  companies  will  not  earn 
as  much  in  1975  as  in  1974— and  I 
don't  think  this  should  necessarily  be 
held  against  them.  For  instance,  I 
think  the  oil  company  that  earns 
more  this  year  than  last  will  be  a 
shining  exception,  but  it  seems  to  me 
that  most  of  the  leading  oil  stocks  are 
cheap  and  good  investments  even  if 
earnings  drop  20%  to  40%  from  last 
year's  swollen  levels. 

Among  the  good  companies  which 
I  think  stand  an  excellent  chance  to 
earn  more  are  Hughes  Tool  (72), 
Union  Pacific  (67),  Kerr-McGee 
(73),  United  Aircraft  (35),  Tropi- 
cana  Products  (18),  Esmark  (28), 
International  Minerals  (35),  Duplex 
Products  (16),  Archer-Daniels-Mid- 
land (23),  Pullman  (44),  most  of 
the  good  savings  6-  loans,  those  life 
insurance  companies  which  do  not 
have  too  large  a  conglomerate  risk  in 
other  types  of  insurance,  Chicago 
Bridge  (72),  Raytheon  (32)  and 
Lukens  Steel  (28),  to  name  a  few. 

There  is  a  dispositon  to  decry  the 
delay  of  Washington  in  enacting  anti- 
recession legislation  and  the  difficul- 
ties Congress  is  having  in  establish- 
ing the  details  of  policy.  I  think  this  is 
good  rather  than  bad.  The  com- 
promises ironed  out  will  be  more  care- 
fully considered  and  the  final  results 
may  not  be  as  inflationary  as  feared. 
There  will  be  enough  inflation  any- 
way, and  the  chances  are  that  before 
any  new  measures  really  begin  to  bite 
into  the  recession  there  will  be  less 
need  of  them. 

Another  thought  concerns  Federal 
Reserve  money  policy.  I  wonder 
whether  we  should  worry  so  much 
about  the  increase  in  the  money  sup- 
ply. It  is  not  increasing  as  fast  as 
people  assume,  and  the  velocity  of 
money  (which  you  have  heard  so  lit- 
tle about  lately)  must  be  slowing 
down  enough  to  offset  the  inflation- 
ary influence  of  a  bigger  supply. 

Perhaps  I  should  end  this  column 
by  reminding  the  reader  that  no  one 
knows  as  much  as  I  have  appeared 
to  know  in  this  issue.  I  hope,  how- 
ever, that  I  have  stimulated  readers 
to  do  a  litde  original  thinking  of  their 
own  about  the  things  discussed.  ■ 
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BABSON'S  HALF-PRICE  TRIAL  OFFER  NOW  FEATURES: 

Investment  Opportunities 
in  Emerging  Industries 

DYNAMIC  MARKETS  EXPECTED  TO  BE  FORGED  BY  NEW  TECHNOLOGY 


Spending  for  research  and  development  will  hit  a  record 
thirty-five-and-a-half  billion  dollars  in  1975.  A  sizable  chunk 
will  be  earmarked  for  development  of  new  kinds  of  energy 
and  substitute  raw  materials,  as  the  government  spearheads 
a  massive  effort  to  reduce  America's  dependence  on  foreign 
sources  of  supply. 

Research  will  expand  at  an  even  faster  clip  in  coming  years 
as  new  funds  are  poured  into  promising  ventures  now  just 
beginning  to  be  explored.  We  believe  investors  will  be  wise, 
during  today's  period  of  lowered  economic  activity,  to  in- 
vestigate these  potentially  high  growth  areas  of  the  next 
decade  —  not  only  the  industries  and  technologies  that  may 
alleviate  material  and  energy  shortages,  but  also  those  that 
improve  the  quality  of  life  as  they  create  new  abundance. 

We  are  so  convinced  of  the  wisdom  of  such  an  approach 
to  the  market,  we  are  making  our  recent  research  report 
"Investment  Opportunities  in  Emerging  Industries"  available 
as  a  BONUS  to  all  new  trial  subscribers.  You  will  receive 
it  with  your  two-month  Trial  Subscription.  ONLY  $5  —  HALF 
THE  REGULAR  FEE. 

This  valuable  report  will  give  you  Babson's  advice  on  these 
dynamic  new  fields  and  the  companies  we  feel  will  eventual- 
ly prosper  as  a  result  of  this  stepped-up  research  effort: 

■  NUCLEAR  POWER 

■  OCEANOGRAPHY  AND  UNDERSEAS 
MINING 

■  COAL  GASIFICATION 

■  SOLAR  ENERGY 

■  MICROPROCESSORS 

■  MICROWAVE  DATA  COMMUNICATIONS 

■  ELECTRONIC  DIGITAL 
INSTRUMENTATION 

■  POINT-OF-SALE  COMPUTER  TERMINALS 

■  OPTOELECTRONICS 

■  MEDICAL  GENETICS 


PLUS:  SECURITIES  FOR  HIGHER  INCOME 

FOR  THE  INVESTOR  WANTING  HIGHER  INCOME  —  WE 
HAVE  INCLUDED  A  SPECIAL  REPORT  "INVESTMENT 
STRATEGY  FOR  THE  INCOME  SEEKER '.  THIS  TIMELY 
REPORT  FEATURES  A  CROSS-SECTION  OF  SECURITIES 
SELECTED  FOR  THEIR  HIGH  INCOME  RETURN. 

11  COMMON  STOCKS.  Attractive  yields.  Includes  some  of 
the  largest  American  companies.  Prices  range  from  ap- 
proximately $20  to  $50. 

6  TOP  QUALITY  BONDS.  Prime  selections  for  the  bond 
investor.    Yields  up  to  about  9%. 

5  PREFERRED  STOCKS.  High-yielding  preferreds  and  con- 
vertible preferreds.  All  selling  at  less  than  $35,  they  repre- 
sent excellent  value. 

PLUS:  10  TAX-EXEMPT  MUNICIPAL  BONDS 

IN  ADDITION,  YOU  WILL  RECEIVE  A  COMMON  SENSE 
REPORT  ON  THE  MERITS  OF  TAX-EXEMPT  BONDS  AT 
THIS  TIME.  INCLUDED  IS  A  TABLE  SHOWING  THE  AD- 
VANTAGES OF  TAX-EXEMPTS  FOR  INVESTORS  IN  VARI- 
OUS TAX  BRACKETS.  IF  YOU  EVER  WONDERED  WHETHER 
SUCH  INVESTMENTS  WOULD  MAKE  SENSE  FOR  YOU, 
THIS  MAY  GIVE  YOU  THE  ANSWER. 


DURING  YOUR  TRIAL  SUBSCRIPTION  YOU 
WILL  ALSO  RECEIVE: 

■  BUY,  HOLD  AND  SELL  ADVICE  ON  SCORES  OF  STOCKS 
UNDER  THE  CONTINUOUS  SUPERVISION  OF  BABSON'S. 

■  STOCKS    SELECTED    FOR    APPRECIATION,    GROWTH, 
SAFETY,  INCOME. 

■  RECOMMENDATIONS   ON   BONDS   AND   PREFERREDS. 

■  SAMPLE  INVESTMENT  PORTFOLIOS. 

■  INDUSTRY  REPORTS. 

■  TECHNICAL  MARKET  STUDIES. 

■  STOCK  CHARTS. 

■  INVESTMENT  STRATEGY. 

■  MARKET  TRENDS  AND  FORECASTS. 

■  NEWS  OF  NEW  PRODUCTS. 

BABSON'S  REPORTS,  now  in  its  71st  year  of  continuous 
service  to  investors,  was  founded  in  1904  by  Roger  W. 
Babson.  In  its  long  history,  Babson's  has  acted  as  unbiased 
advisor  to  hundreds  of  thousands  of  investors  concerned 
with  the  investment  of  billions  of  dollars. 

In  order  to  remain  entirely  unbiased  we  have  confined  our 
business  to  the  providing  of  advisory  and  counseling  serv- 
ices. We  are  not  engaged  in  the  brokerage  business,  nor 
are  we  associated  in  any  way  with  mutual  funds.  Our  income 
is  derived  chiefly  from  clients'  fees.  We  are  in  no  way  de- 
pendent upon  commissions  from  the  buying  or  selling  of 
securities  of  any  kind.  Investment  advice  is  not  a  sideline 
with  us.  It's  a  full-time,  team  effort  on  the  part  of  our  large 
staff,  assisted  by  a  specially  programmed,  on-site  computer. 
Our  research,  advisory  and  computer  facilities  are  located 
on  our  own  grounds  covering  a  city  block  in  Wellesley  Hills. 

THE  INVESTMENT  &  BAROMETER  LETTER  will  put  you  in 
touch  with  the  present  thinking  of  this  highly  experienced 
investment  advisory  organization.  You  will  get  straight- 
forward, carefully  considered  investment  advice,  unhedged, 
unbiased,  sometimes  unpopular  —  but  always  with  the 
facts  as  we  know  them.  Our  judgments  and  opinions,  the 
very  best  we  are  capable  of,  will  be  yours  as  a  trial  subscrib- 
er to  Babson's  Investment  and  Barometer  Letter. 

Whether  you  are  an  experienced  investor,  or  just  starting, 
retired,  planning  to  retire,  or  in  years  of  maximum  earning 
power  —  we  believe  the  Investment  and  Barometer  Letter 
can  become  one  of  your  most  important  sources  of  com- 
petent, unbiased  investment  advice. 


GUARANTEE 

We  sincerely  believe  you  will  be  pleased  with  your 
Trial  Subscription.  However,  if  at  any  time  you  are  not 
entirely  satisfied,  we  will,  at  your  request,  send  you  a 
full  refund  by  return  mail  —  Fair  Enough? 


Start   your   2-month    trial    subscription    today.    Simply 
mail  this  coupon  —  all  reports  sent  by  ist-class  mail. 
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I  wish  to  take  advantage  of  Babson's  half-price  trial 
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Stock  Comments 


Too  Damn  Pat 


By  Heinz  H.  Biel 


Right  now  it's  difficult  to  find  any- 
one in  Wall  Street  with  whom  to  dis- 
agree. All  seem  to  have  reached  more 
or  less  the  same  conclusions:  1)  The 
hear  market  ended  last  fall;  2)  there- 
lore,  the  major  trend  now  is  up;  and 
3)  there  will,  or  should,  come  a  cor- 
rection before  long  which  investors 
should  use  to  complete  their  buying 
programs. 

Actually,  this  is  the  way  I  think 
about  the  stock  market,  but  it  makes 
me  feel  increasingly  uncomfortable  to 
know  that  this  is  what  just  about  ev- 
eryone expects  will  happen.  The 
stock  market,  in  its  inscrutable  ways, 
does  not  always  behave,  or  shall  we 
say  rarely  behaves,  the  way  most  of 
us  think  it  will.  Somehow  the  scenario 
strikes  me  as  too  damn  pat.  Some- 
thing, I  don't  know  what,  is  going  to 
go  wrong,  somewhere,  somehow. 

In  recent  weeks  we  have  seen  what 
can  only  be  called  a  buying  panic. 
Some  stocks,  Polaroid  for  instance, 
rose  50%  within  less  than  a  month. 
Many  of  the  institutional  favorites  of 
a  year  or  two  ago  are  soaring  again, 
even  though  near-term  profit  pros- 
pects are,  as  in  the  case  of  Polaroid, 
no  better  than  just  so-so.  Institution- 
al, as  well  as  individual,  investors 
have  been  sitting  on  a  lot  of  cash, 
on  which  they  were  earning  interest 
of  as  much  as  12%  or  more  as  re- 
cently as  six  months  ago.  Now  this 
money  is  earning  less  than  7%. 

This  sudden  enthusiasm  for  stocks, 
which  apparently  is  highly  conta- 
gious, makes  me  apprehensive.  I  have 
the  feeling  that  this  is  too  much  too 
soon.  Yet  I  have  advocated  in  pre- 
vious columns  the  purchase  of  com- 
mon stocks.  Seeing  no  fundamental 
reason  to  change  this  advice,  I  don't 
quite  know  how  to  compromise  my 
apprehension  over  what  is  going  on 
right  now,  with  my  basic  tenet  that 
prospects  of  even  worse  inflation  make 
common  stock,  in  the  long  run,  a  bet- 
ter investment  than  cash  or  bonds. 

As  current  business  statistics  show, 
this  country  is  in  a  major  recession. 
My  own  (more  or  less  educated) 
guess  is  that  this  recession  will  burn 
itself  out  within  another  six  months, 
perhaps  even  less,  provided  the  Ad- 
Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc 


ministration  and/ or  Congress  do  noth- 
ing that  would  impede  a  natural 
phasing  out  and  subsequent  recovery. 
I  suppose  that  similarly  optimistic 
prognoses,  as  well  as  easy  money  con- 
ditions, were  the  propellants  that 
drove  stock  prices  up  50%  in  the  six 
months  following  the  market  crash  in 
the  fall  of  1929.  While  we  all  pray 
and  hope  that  history  will  not  repeat 
itself,  this  possibility,  remote  as  it 
may  seem  to  those  who  did  not  live 
through  that  nightmarish  era,  should 
not  be  altogether  ignored. 

Disappointments  Ahead 

Meanwhile,  before  we  let  our  own 
stock  market  optimism  run  rampant, 
let  us  keep  in  mind  the  fact  that 
many  companies  will  have  very  poor 
earnings  not  only  in  the  first  and  sec- 
ond quarters  of  this  year,  but  for  all 
of  1975.  Investors  are  not  insensitive 
to  profit  reports  that  are  considerably 
worse  than  had  been  anticipated.  This 
applies  pa^cularly  to  stocks  that  have 
been  and  still  are  institutional  favor- 
ites. Kresge  is  a  case  in  point,  losing 
15%  the  day  after  management  an- 
nounced "very  disappointing"  earn- 
ings for  the  final  fiscal  quarter.  We 
had  better  be  prepared  for  more  dis- 
appointments of  this  sort. 

It  is  axiomatic  that  the  price/  earn- 
ings ratio  tends  to, rise  when  earnings 
are  depressed  and,  of  course,  vice 
versa.  Earnings  on  the  DJI  reached 
a  peak  at  $99.73  in  the  12-month 
period  ended  last  September.  At  its 
low  point  of  577.60,  the  DJI  had  the 
incredibly  low  multiple  of  5.8.  My 
earnings  guesstimate  for  this  year  is  in 
the  $60-to-$70  range.  On  that  basis 
the  current  P/E  is  about  11,  which 
is  still  moderate  so  long  as  interest 
rates  remain  at  present  levels  or  de- 
cline even  further.  However,  as  far 
as  individual  stocks  are  concerned, 
the  number  of  institutional  favorites 
that  once  again  sport  P/Es  close  to 
20  or  more  has  increased  greatly  as 
a  result  of  the  recent  upsurge.  I'd  be 
inclined  to  shy  away  from  these 
stocks,  particularly  if  the  outlook  is  for 
flat  or  even  lower  profits  this  year. 
An  example  is  Eastman  Kodak,  in  the 
80s.  This  is  a  great  company,  and  as 
recently  as  1973  the  stock  sold  above 
150,    but    for    my    taste    it    is    richly 


priced  under  present  conditions. 

Glamour,  undoubtedly,  is  worth  a 
few  notches  on  the  P/E  scale;  high 
multiples  have  to  be  earned  and 
there  is  no  margin  for  failure.  That 
is  why  I  would  rather  buy  a  stock 
like  Union  Carbide  (47),  selling  at 
just  over  5  times  last  year's  earnings 
of  $8.69  a  share  and  yielding  5%. 
Preliminary  projections  for  1975  also 
are  in  the  $8  range.  I  think  this  is  a 
very  fair  price  for  a  high-quality 
chemical  stock,  which  prior  to  1973 
had  not  sold  for  less  than  11  times 
earnings.  Union  Carbide,  by  the  way, 
is  not  affected  by  the  slump  in  syn- 
thetic fibers  that  is  having  an  adverse 
effect  on  profits  of  companies  like  du 
Pont,  Monsanto  and  others,  including 
Eastman  Kodak. 

Heublein  (36)  is  the  company  that 
is  primarily  responsible  for  Americans' 
growing  predilection  for  vodka.  Its 
Smirnoff  and  Popov  brands  are  top 
sellers.  Other  goodies  include  Mil- 
shire  gin,  pre-mixed  cocktails,  United 
Vintners'  California  wines  (Italian 
Swiss  Colony,  Inglenook,  etc.),  num- 
erous food  products  (like  A  1  sauce) 
and,  since  1971,  Kentucky  Fried 
Chicken.  Acquisition  of  the  latter 
caused  some  temporary  indigestion 
(no  pun  intended)  and  a  slowdown  in 
Heublein's  splendid  record  of  rising 
per-share  earnings  and  dividends.  The 
current  fiscal  year,  ending  June  30,  is 
off  to  a  strong  start,  and  I  expect  a 
record  profit  of  about  $2.90  a  share, 
up  from  the  preceding  year's  $2.57. 

Although  the  price  of  the  stock  has 
doubled  from  its  1974  low  of  17ft,  it 
is  still  30  points  below  its  1972  high 
of  65ft,  when  per-share  earnings 
amounted  to  only  $1.89.  At  present 
Heublein  sells  at  about  12  times  this 
year's  estimated  earnings.  That  is  an 
above  average  P/E,  but  in  my  opinion 
this  is  fully  warranted  for  this  invest- 
ment-grade stock  in  view  of  its  past 
record  and  favorable  prospects.  The 
$1.10  dividend  rate,  increased  14 
times  in  the  past  15  years,  provides  a 
modest  return  of  a  little  over  3%. 

Another  top-rated  stock  and  on  old 
favorite  of  mine  is  Winn-Dixie  Stores 
(38).  Since  1950,  dividends  (paid 
monthly)  have  been  increased  in 
every  single  year.  The  same  goes  for 
per-share  earnings,  except  for  two 
minor  dips  in  fiscal  1951  and  1967. 
Even  in  1972,  when  other  grocery 
chains  suffered  acutely,  Winn-Dixie 
reported  record  profits.  This  year  will 
be  no  exception.  Profits  for  the  first 
half  of  the  current  fiscal  year  were 
$1.51,  up  from  $1.16  a  share  the  y<;u 
before.  It's  a  good  bet  that  the  present 
$1.32  dividend  rate  will  be  increase! 
again  this  year,  probably  in  July. 
Winn-Dixie  has  a  nominal  long-term 
debt  of  less  than  $4  million.   ■ 
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Technician's  Perspective 

The  Common  Man 
In  The  Market 

By  John  W.  Schulz 


Reams  have  been  written  in  recent 
years  about  the  growing  domination 
of  stock  market  activity  by  institu- 
tional investors.  At  one  point  their 
dealings  reportedly  accounted  for  as 
much  as  75%  of  all  public  transactions 
on  the  NYSE. 

One  conspicuous  symptom  of  this 
trend  was  the  "two-tier"  stock  mar- 
ket, in  which  a  few  dozen  issues  per- 
sistently favored  by  the  institutions 
rose  to  extraordinarily  high  valuations, 
while  hundreds  upon  hundreds  of 
stocks,  largely  ignored  by  the  insti- 
tutions, were  starving  for  demand 
from  private  investors  and  specula- 
tors, even  though,  by  comparison, 
they   were   selling   at   bargain   prices. 

Another  obvious  consequence— and 
one  that  no  doubt  helped  widen  the 
gulf  between  institutional  and  non- 
institutional  stock  market  participa- 
tion—was that  brokerage  firms  kept 
directing  more  of  their  efforts  and 
facilities  to  the  requirements  of  the 
institutions  and  their  mammoth  or- 
ders, and  less  to  the  individual  in- 
vestor who  deals  in  maybe  a  few  hun- 
dred shares  at  a  time  but  who  often 
needs  proportionately  much  more  at- 
tention and  service. 

But  the  growing  schism  between 
the  stock  market's  institutional  and 
noninstitutional  sectors  was  not  mere- 
ly a  matter  of  trading  activity  rates. 
There  is  evidence  that  the  two  sec- 
tors have  been  on  opposite  sides  of 
the  market  since  1962.  In  every  year 
since  then,  according  to  Federal  Re- 
serve flow-of-funds  accounts,  the  in- 
stitutions collectively  bought  more 
stock  than  they  sold,  while  "house- 
holds" collectively  sold  more  stock 
than  they  bought.  That's  why  it  can 
be  said  that  common  stock  invest- 
ment became  increasingly  "institu- 
tionalized" the  past  15  years  or  so, 
with  individuals  leaving  more  of  the 
job  to  the  big-portfolio  managers. 

The  flow-of-funds  accounts  also  in- 
dicate that  net  stock  sales  by  house- 
holds and  net  stock  purchases  by  in- 
stitutions both  reached  a  crescendo 
in  1968,  when  a  majority  of  stocks 
made  their  post- World  War  II  bull- 
market  highs.  This  suggests  that  non- 
institutional  investors,  collectively,  in 

Mr.  Schulz  is  a  senior  partner  in  the  New  York 
brokerage  firm  of  Brean  Murray  &  Co.  Inc. 


effect  unloaded  lots   of  stock   to  the 
institutions  at  rising  prices. 

After  1968,  when  the  two-tier  mar- 
ket began  to  emerge  in  earnest,  house- 
holds' net  stock  selling  diminished  as 
prices  weakened  in  the  broad  bottom 
tier,  while  institutions'  net  stock  pur- 
chases reached  a  new  high  in  1971 
(presumably  driving  prices  up  in  the 
much  narrower  top  tier).  Subsequent- 
ly, households'  net  stock  liquidation 
went  to  an  alltime  high  in  the  falling 
market  of  1973,  but  then  tapered  off 
during  the  first  three  quarters  of 
1974,  to  be  replaced  by  net  buying 
in  the  final  quarter.  During  the  same 
period,  institutional  net  buying 
dropped  to  an  annual  rate  equal  to 
about  one-third  the  1971  record, 
which  could  account  for  last  year's 
price  collapses  on  the  top  tier. 

A  Bottom-Tier  Boom? 

Broadly  speaking,  these  relation- 
ships suggest  that  noninstitutional  in- 
vestors, as  a  group,  became  quite  ag- 
gressive about  "buying  back,"  at  se- 
verely depressed  1974  prices,  stocks 
they  had  sold  presumably  at  rising 
prices  in  the  ten  years  or  so  through 
1968;  the  institutions  were  apparent- 
ly hoarding  cash.  In  fact,  according 
"to  what  I  hear  in  The  Street,  the 
market's  big  January  rally  was  car- 
ried largely  by  noninstitutional  buy- 
ing; the  same  reports  come  from  Lon- 
don, where  stock  prices  rose  even 
more  explosively  than  in  New  York. 

Enter  now  two  new  forces:  pension 
trust  reform  legislation,  effective  Jan. 
1,  1975;  and  negotiated  commission 
rates,  effective  May  1,  1975.  The  for- 
mer may  keep  institutional  demand 
for  stocks  relatively  subdued,  espe- 
cially for  the  low-yielding,  top-tier 
variety.  The  latter  has  many  broker- 
age firms  reorienting  themselves  to 
pay  less  attention  to  the  institutions 
(which  want  to  deal  at  almost  nomi- 
nal commission  rates),  and  increas- 
ing attention  to  individual  investors 
(whose  "retail"  needs  presumably  jus- 
tify stiff er  negotiated  rates).  Togeth- 
er, these  factors  could  set  the  stage 
for  a  degree  of  "de-institutionaliza- 
tion"  of  the  market  during  the  years 
ahead.  The  potential  implications,  es- 
pecially for  the  market's  bottom  tier, 
would  be  intriguing.    ■ 


pheips 
dodge 

158th  CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  55<t  per  share  on 
its  capital  stock  payable  March 
10,  1975  to  stockholders  of 
record  at  the  close  of  business 
on  February  21,  1975. 

ROGER  C.   SMITH, 
Vice  President-Finance 
and  Treasurer 

New  York,  N.  Y. 

February  5,  1975 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 
Common  Stock  Dividend  No.  7 

A  regular  quarterly  dividend  of  41 'A 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Resources,  Inc.,  payable 
March  14,  1975  to  stockholders  of 
record  at  the  close  of  business  on 
February  28,  1975. 

RONALD  L.  KUEHN,  )R. 
Secretary 

Dated:  January  31,  1975 


C  Money  ^ 

Grows 
Faster 
in  Mexico 

For  information  on  Mexican 
bank  deposits  offering  high 
interest  rates  with  complete 
security,  please  write: 

Eugene  F.  Latham 
Mexletter  Investment  Counsel 
Hamburgo  159 
Mexico  6,  D.F.,  Mexico 
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What  To  Look  For  And  Do 

WHEN  STOCK  PRICES 
DOUBLE  AND  TRIPLE 

And  why  now,  in  the  midst  of  recession,  is  the 
time  to  establish  your  strategy 


Within  3  to  5  years.  Value  Line  expects  the  Dow 
Jones  Industrial  Average  to  be  near  the  2000 
mark. 

This  expectation  is  based  on  carefully  defined 
assumptions    about    future   economic   and 
monetary  conditions  (regularly  spelled  out  in 
detail  in  The  Value  Line  Investment  Survey). 
There's   no   assurance,   of  course,   that  these 
assumptions  will  work  out,  but.  .  . 
IF   our   projections   are  even    roughly   on 
target,   many   individual  stocks  could  ex- 
perience   long-term    price   appreciation   of 
200%,  400%,  600%  —  or  even  more. 
What  should  you  look  for  and  do  —  as  well  as 
avoid  doing  —  to  take  best  advantage  of  these 
possibilities?     Befoie    offering    specific 
suggestions,    let    us    first    give   you    some 
background. 

MEASURING  LONG-TERM 
PRICE  POTENTIAL 

The  Value  Line  Investment  Survey  continually 
evaluates  more  than  1500  common  stocks  — 
measuring  each  on  a  number  of  key  investment 
criteria. 

One  of  these  is  Appreciation  Potentiality  in 
the  Next  3  to  5   Years,  which  measures  the 
difference  between  a  stock's  current  price  and  its 
long-term  potential  (based  on  our  current  es- 
timates of  its  future  earnings  and  price/earnings 
ratio). 
At  their  recent  prices,  181  of  the  more  than 
1500  stocks  Value  Line  covers  showed  es- 
timated Appreciation  Potentialities  of  400% 
or  greater.  Hundreds  more  were  in  the  200% 
to    500%    range.    (Value    Line    Survey 
January  17,  1975.)  This  is  an  extraordinary 
situation. 

IMPORTANT  WARNING 

But  it  could  be  a  serious  mistake  to  buy  stocks 
solely  on  the  basis  of  their  estimated  3-  to  5-year 
Appreciation  Potentialities.  You  need  to  know  a 
lot  more.  Here's  why: 

►  In  general,  the  further  ahead  an  estimate 
looks,  the  more  subject  it  is  to  unforeseen 
changes;  3  to  5  years  is  a  long  time. 

►  Stocks  with  high  potentials  often  carry  un- 
usual risk.  Of  the  181  stocks  (above)  in  the 
400%-plus  range,  about  two  out  of  three  are 
ranked  below  average  by  Value  Line  for  relative 
Safety. 

►  Even  if  a  stock  does  fulfill  long-term  expecta- 
tions, there  is  no  telling  —  3  to  5  years  ahead  — 
just  when  its  appreciation  may  occur.  A  stock  is 
likely  to  move  in  spurts,  with  considerable 
periods  of  "idling"  in  between. 


Within  the  four  years  1970-1973,  each  of 
these  stocks  more  than  tripled  in  price.  The 
average  low-to-high  appreciation  was  280%. 
In  every  case,  a  major  part  of  the  overall 
gain  —  nearly  200%  on  average  —  took 
place  in  periods  of  just  7  to  12  months. 
Amerada  Hess  Comsat 

American  Broadcasting         Fuqua  Industries 
Allied  Chemical  General  Host 

Babcock  &  Wilcox  Gulf  +  Western 

Bell  &  Howell  McDonnell  Douglas 

Budd  Company  Outboard  Marine 

Citicorp  UAL 

(This  list  is  for  illustrative  purposes  only, 
and  implies  nothing  whatever  concerning 
Value  Line's  past  or  present  stock  estimates 
or  ratings.) 


►  Stocks  with  large  3-  to  5-year  potential  may 
nonetheless  have  poor  shorter-term  prospects. 


Of  181  stocks  in  the  400%-plus  range,  only  38 
are  rated  favorably  by  Value  Line  for  year- 
ahead  relative  performance.  (Value  Line  Survey 
January  17,  1975.) 

RANKING  STOCKS  FOR 
THE  NEXT  12  MONTHS 

The  foregoing  shows  why  the  3-  to  5-year  price 
projections  ?.re  designed  to  be  used  —  not  by 
themselves  —  but  in  conjunction  with  other  in- 
vestment criteria.  Of  special  importance.  .  . 

Value   Line  continually  ranks  each  of  the 
more  than  1 500  covered  stocks  —  relative  to  all 
the  others  —  for  Probable  Market  Performance 
in  the  Next  12  Months.  Here  is  how  the  ranks 
work: 
100  stocks  are  ranked  I  (Highest) 
300  stocks  are  ranked  2  (Above  Average) 
700  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below  Average) 
100  stocks  are  ranked  5  (Lowest) 

With  stocks  ranked  I  (Highest)  we  see  the 
probability  that  they  will  go  up  more,  or  down 
less  —  depending  on  the  overall  direction  of  the 
market  —  than  stocks  of  lower  rank.  Stocks 
ranked  5  (Lowest)  are  expected  to  go  up  less,  or 
down  more,  than  the  others. 

This  is  the  most  reliable  investment  tool  we 
know  of  anywhere.  However,  no  system  can 
guarantee  a  profit  or  eliminate  the  possibility  of 
losses.  Not  every  stock  will  always  perform  in 
accord  with  its  Value  Line  rank.  But  such  a 
large  majority  have  in  the  past  (the  present 
ranking  system  was  introduced  in  1965)  that  we 
believe  no  serious  investor  can  intelligently  af- 
ford to  ignore  these  ranks. 

RECOMMENDED  STRATEGY 

The  best  way  to  aim  for  maximum  appreciation 
over  the  next  several  years  is,  we  think,  to  stay 
invested  in  stocks  which  are  likely  to  outperform 
the  market  as  a  whole  in  the  current  12  months. 
Specifically  —  whatever  else  you  may  be 
looking  for  in  stocks  —  we  recommend  that  you 
concentrate  on  stocks  which  are  also  currently 
ranked  I  (Highest)  or  2  (Above  Average)  by 
Value  Line  for  Probable  Market  Performance 
in  the  Next  12  Months. 

Then,  after  doing  that,  check  to  see  which  of 
these  high-ranked  stocks  are  most  attractive  for 
estimated  Appreciation  Potentiality  in  the  Next 
3  to  5  Years. 
Of  the  100  stocks  ranked   I  (Highest)  for 
year-ahead   Performance,  43  stocks  —  at 
their  recent  prices  —  offered  3-  to  5-year 
Appreciation     Potentialities    of    200%    or 
more.  .  .  and  19  were  in  the  300%  to  500% 
range.  And,  interestingly,  yields  of  up  to 
9%  were  also  available  in  some  of  these  un- 
usual  "combination"   stocks.   (Value   Line 
Survey  January  17,  1975.) 

DON'T  FORGET  SAFETY 

Value  Line  believes  the  stage  is  now  being  set  for 
a  genuine  new  bull  market.  The  Value  Line 
Composite  Average  of  more  than  1500  stocks 
recently  was  almost  50%  below  its  1961  starting 
point. 

Moreover,  the  existence  of  a  serious  reces- 
sion is  not  necessarily  bad  news.  Typically,  over 
the  past  30  years,  the  market  uptrends  have 
gotten  started  —  or  have  continued  —  right  in 
the  midst  of  economic  recessions. 


But  we  could  be  wrong  about  the  market.  So, 
in  establishing  your  strategy,  be  sure  to  take 
careful  account  of  the  risks. 

Value  Line  regularly  ranks  1500  stocks  — 
each  relative  to  all  the  others  —  for  investment 
Safety.  The  ranks  range  from  I  (Highest)  down 
to    5    (Lowest).    The   Safety    rank    primarily 
reflects  the  degree  to  which  a  stock  typically 
fluctuates  around  its  own  long-term  price  trend. 
The  greater  the  price  stability,  the  higher  the 
Safety  rank. 
Unless  you  can  intelligently  accept  greater- 
than-average  risk,  we  suggest  that  you  limit 
your  investments  to  stocks  ranked  for  Safety 
at  least  3  (Average)  or  higher  by  Value  Line, 
even  though  in  so  doing  you  may  reduce  to  a 
degree  your  potential  for  appreciation. 

UPDATED  EVERY  WEEK 

Every  week  —  for  EACH  of  the  1500  stocks  — 
the  Value  Line  Survey  presents  its  updated.  .  . 

a)  Rank  for  Probable  Market  Performance  in 
the  Next  12  Months. 

b)  Rank  for  Investment  Safety 

c)  Estimated  Appreciation  Potentiality  in  the 
Next  3  to  5  Years  —  showing  the  estimated 
"target"  price  range  in  that  future  span. 

d)  Estimated  Yield  —  based  on  the  dividend 
payments  we  expect  in  the  next  12  months 
as  a  percentage  of  recent  price. 

e)  Latest  price,  earnings,  P/E  ratio  and  divi- 
dend data. 

In  addition,  at  least  once  every  quarter,  each  of 
the  same  1 500  stocks  is  the  subject  of  a  compre- 
hensive new  full  page  report  —  including  23 
series  of  vital  financial  and  operating  statistics 
going  back  10  years  and  estimated  3  to  5  years 
into  the  future. 

HOW  TO  PARTICIPATE 

Today's  market,  in  our  judgment,  offers  greater 
potential  investment  rewards  than  at  any  time 
since  1949. 

To  help  you  take  maximum  advantage  — 
deliberately  with  your  eyes  wide  open  —  we  in- 
vite you  to  accept  the  following  special  offer: 

SPECIAL  $25  OFFER 

You  can  now  receive  the  complete  Value  Line 
Investment  Survey  for  the  next  10  weeks  for 
only  S25.  Your  introductory  trial  will  bring  you 
everything  that  goes  to  the  full-term  subscribers! 
including.  .  . 

EVERY  WEEK  a  naw  SUMMARY  OF 
ADVICES  MCtlon  (24  pagaa) . . .  showing  the 
current  estimates  and  ratings  of  more  than  1 500 
stocks. 

EVERY  WEEK  a  naw  RATINGS  A  REPORTS 
aactlon  (144  pagaa)...  with  full-page 
analyses  of  about  1 20  stocks.  During  the  course 
of  every  1 3  weeks,  new  full-page  reports  like  this 
are  issued  on  every  one  of  the  more  than  1 500 
stocks  under  regular  review.  (It  takes  but  a 
minute  a  week  to  file  the  new  reports  in  your 
Value  Line  binder.) 

EVERY  WEEK  a  naw  SELECTION  A 
OPINION  aactlon  (4  pagaa) . . .  with  a  detail- 
ed analysis  of  an  Especially  Recommended 
Stock  —  plus  a  wealth  of  investment 
background  including  the  Value  Line  Com- 
posite Average  of  more  than  1 500  Itockl 


.. 


e  is  a  typical  Value  Line  Full-Page  Report 

of  the  more  than  1500  stock*  under  continuous  review  by  Value  Line  is  the  subject  of  a 
eport.  every  13  weeks,  in  regular  rotation  by  industry  group.  New  reports  on  about  120 
•  are  issued  each  week— more  than  1500  every  13  weeks. 
Reduced  from  regular  8Vk"x  11  "size 
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Current  Price/ Earnings  Ratio, 

compared  with  its  past-7-year 
"norm."  Statistics  below  also  show 
the  average  annual  P/E  in  each 
the  past  10  years. 


Eatimated  Price 
range      3-5  years 
hence. 

Rank  for  Probable 
Market  perform- 
ance in  the  Next  12 
Months,  relative  to 
more  than  1500 
other  stocks.  Ranks 
range  from  1  (Highest) 
down  to  5  (Lowest) 

Rank  for  Safety 

(1  is  Highest.  5 
Lowest),  based  on 
stock's  price  volatility 
around  its  own  long- 
term  trend, 
lata  is  the  measure- 
ment of  a  stock's  price 
sensitivity  to  overall 
market  fluctuations 
(based  on  the  NYSE 
Composite  Average). 
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■  U  94  Ni  98  Roetwood  ranks  fourth  among  mobile 
horn*  producar*  wth  cIom  to  5%  of  tha  maikat 
Trada  namaa:  Raatwood.  Broadmore.  Barrmgton. 
Suncraat.  Glanbrook.  and  Featival  Alao  makes 
Tarry.  Wildameaa.  Wild  Country  and  Prowler  trav- 
el nailers  Pace-Arrow.  Jamboree  and  Tioga  mo- 
tor  homes    Wecently  disposed  of  interest   in 


Azimuth  Equities  and  left  modular  houeinq  buai- 
naaa.  Operates  62  plants  Employee  coats:  20%  of 
sales  Has  6  300  amployeea.  8.100  shareholders 
Officer*  and  directors  own  about  30%  of  tha  out- 
standing stock.  Chrmn  and  CEO  J.C.  Crean. 
Pro*.  WW  Weide  Inc  Cal  Addreaa:  PO  Bos 
7638   Riveraid*.  Cal  92603. 


Investor*  maring  long-ramre  aaln*  may 
waat  to  consider  Fleetwood.  The  mobile 
home  industry  is  in  the  doldrums  presently. 
But  in  coming  year*,  we  look  for  rapidly  ex- 
panding demand  for  mobile  homes,  which  are 
relatively  inexpensive  compared  to  site-built 
housing.  Fleetwood,  a  large  and  well, 
financed  factor  in  the  mobile  home  business, 
will  likely  benefit  fully  from  the  looked  for 
growth.  We  an  projecting  average  annual 
esvninn  increases  of  13.0%  for  the  company 
through  1977-79.  If  achieved,  this  expansion 
could  lead  to  a  higher  capitalization  of  ear- 
nings than  currently  enkiyed  by  Fleetwood 
ana  4o  very  wide  gains  in  the  stock's  price. 
Over  the  coming  year  we  expect  these  shares 
to  perform  at  least  as  well  as  most  equities 
under  review. 

Fleetwood's  recreational  vehicle  business 
a*  recovering  smartly.  In  the  midst  of  the 
gasoline  crisis  last  Winter  RV  sales  went  into 
a  tailspin.  As  gasoline  availability  has  in 
creased,  however,  so  have  industrywide  RV 
sale*.  Fleetwood  ha*  performed  even  better 
than  the  industry  as  a  whole.  The  company's 
second  fiscal  quarter  RV  shipments  were  up 


10%  from  the  same  period  of  1973. 
Tha  company's  mobile  home  sale*  have  fol- 
lowed Industry  trend*.  In  the  October 
quarter,  unit  shipments  declined  31%  year- 
to-year.  While  the  factors  causing  low  mobile 
home  sales  —  high  interest  rates,  economic 
malaise  and  low  consumer  confidence  —  re- 
main largely  in  force,  the  pressure  on  ear- 
ning* from  increasing  costs  has  lessened 
recently. 

A  trend  of  rising  earning*  may  be  in  the 
wings.  Profits  in  the  current  quarter  will 
likely  show  an  increase  over  the  deficit 
quarter  of  one  year  ago,  and  fourth  quarter 
income  is  expected  to  expand  in  comparison 
to  year-earlier  results  when  gasoline  line* 
were  at  their  longest.  Value  Line  expects  that 
by  the  Summer  of  1975  increased  avail- 
ability of  financing  at  somewhat  lower  rates 
will  usher  in  a  period  of  improved  mobile 
home  sales.  J.L.C. 
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-The  Vital 
Statistics  going  back 
10  years— plus  esti- 
mates for  the  next 
3-to-5  years. 


•  Summary  of  the 

company's  business 


'Concise  Review 

of  latest  developments 
and  future  prospects 
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Significant  ratios 

indicate 

Liquidity 


.US  THIS  BONUS  . . .  Value  Line's  com- 
;te  1800-page  Investors  Reference  Service 
)ld  separately  for  $35),  with  our  latest  full- 

S;e  reports  on  all  stocks  under  review  —  fully 
exed  for  your  immediate  reference.  This  two- 
lume  bonus  will  be  shipped  to  you  by  special 
Wing. 

ONEY  BACK  GUARANTEE. 

m  take  no  risk  in  accepting  this  special  offer, 
you  are  not  completely  satisfied  with  the 
ilue  Line  Survey,  just  return  the  material  you 
ve  received  within  30  days  for  a  full  refund  of 
ur  fee. 

To  accept  this  invitation,  simply  fill  in  and 
lil  the  coupon  today.  Time  is  important. 


I     ^SST  The  Value  Line  Investment  Survey 
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ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST,  NEW  YORK, 


Yes,  I  would  like  to  try  The  Value  Line  Invest- 
ment Survey  for  the  next  ten  weeks  at  the 

special  trial  rate  of  $25 and  understand  that 

I  will  receive  the  bonus  and  the  money  back 
guarantee  as  stated  above.  This  special  offer  is 
available  only  once  to  any  household  every  two 
years. 

D  S2S  Payment  enclosed  (Trial  subscriptions 
must  be  accompanied  by  payment). 

D  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service  for 
$248. 

D  $248  Payment  enclosed  D  Bill  me  for  $248 


V*. 


NY.  10017 
N-16DO! 


Signature 


Name  (please  print) 


Address 


City 


State 


Zip 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded 

N  Y  residents  please  add  applicable  sales  tax  Foreign  rates 
available  on  request  (No  assignment  ol  tnis  agreement  will 
be  made  without  subscriber's  consent ) 


Market  Trends 


Fish  Story 


By  Martin  T.  Sosnoff 


As  a  state  of  mind,  Wall  Street  is 
no  different  from  Main  Street.  Lazy 
and  avaricious,  prejudiced  and  easy 
to  panic,  it  can  believe  in  anything, 
and  just  as  readily  shed  its  belief.  It 
is,  therefore,  axiomatic  that  mental 
processes  have  not  sufficed  on  The 
Street.  Although  there  is  opportunity 
every  day  to  make  meaningful  mon- 
ey, very,  very  few  of  the  thousands 
upon  thousands  of  hard-working 
money  managers,  brokers  and  security 
analysts  who  are  highly  educated 
and  full  of  facts  ever  make  serious 
money.  Investment  problems  have  not 
gotten  solved  by  the  power  of  intel- 
ligence. Why  not? 

If  I  could  tell  you  why,  I  would; 
and  everyone  could  go  to  the  moon 
with  my  compliments.  But  I  can  only 
tell  you  how  difficult  it  has  been  for 
me,  and,  lest  you  think  you  can  learn 
from  my  mistakes,  I  caution  you  that 
I  have  learned  very  little  from  them. 
What  I  have  learned  is  to  forget  each 
cycle  as  it  closes  and  to  start  fresh 
and  problem-free.  The  forces  at  work 
shaping  stock  prices  are  constantly 
changing.  It  is  only  by  early  recogni- 
tion of  the  pivotal  facts  in  any  cycle 
that  one  can  develop  a  point  of  view 
as  to  whether  the  game  is  worth  play- 
ing. The  business  schools  cannot  teach 
this,  for  it  is  an  art  that  demands  the 
continuous  attention  span  of  its  practi- 
tioners and  the  sensory  perception  of 
a  politician.  If  you  fail  to  react  in 
time  to  a  changing  scenario,  you  will 
pay  for  it  dearly. 

Unlike  Benjamin  Graham,  I  no 
longer  believe  intellectual  labor  re- 
sults in  good  stock  selection.  The  day 
of  the  intelligent  investor  is  gone.  It 
may  come  back  in  a  few  years,  but 
for  now  the  name  of  the  game  is 
guerrilla  warfare. 

Yesterday's  game  assumed  a  broad- 
ly based  comprehension  factor  as  to 
whether  stocks  remained  good  invest- 
ments on  an  uncertain  and  viciously 
pulsating  planet.  How  else  can  you 
explain  the  Morgan's  do-nothing  at- 
titude, its  one-decision  delusion?  Too 
much  of  its  clients'  money  has  been 
concentrated  in  a  handful  of  securi- 
ties that  bear  little  or  no  relationship 
whatsoever    to    intrinsic    value.    Too 


A  guest  columnist,  Mr.  Sosnoff  is  a  general  partner 
of  Atlanta  Partners,  New  York. 


much  of  its  clients'  money  has  been 
in  stocks  period. 

In  the  old  game,  money  managers 
without  any  sensitivity  to  financial 
risk  have  flung  money  around  as 
though  it  were  paper.  In  fact,  our 
medium  is  paper.  Stocks  are  pieces  of 
paper  with  stories  attached  to  them. 
To  be  No.  One  you  must  have  the 
biggest  pile  of  paper  assets  with  the 
biggest  dreams  attached  to  them. 
Scale  becomes  content,  and  there  is 
no  compromise  with  indecision.  Ger- 
trude Stein  in  Picasso  1938  sums  up 
the  investment  predicament  of  today: 
"The  19th  century,  having  exhausted 
its  need  of  having  a  model  because 
truth  that  the  things  seen  with  the 
eyes  are  the  only  real  things,  had  lost 
its  significance."  Freely  translated,  I 
think  this  means  you  had  better  know 
when  the  dice  change  hands. 

No  Gains  At  All 

Look  at  the  last  ten  years.  If  re- 
ported corporate  earnings  were  to  be 
deflated  by  inventory  profits  and  the 
true  replacement  cost  of  plant  and 
equipment,  it  would  show  that  there 
has  been  no  meaningful  gain  at  all. 
By  adjusting  dividends  for  the  rate  of 
inflation  and  additional  shares  out- 
standing, shareholders  have  not  even 
improved  their  rate  of  return.  Gener- 
al Motors'  payout  is  now  lower  than 
it  was  in  1964,  worth  today  maybe 
50%  in  constant  dollars.  Those  purple 
chariots  of  the  Sixties  are  weighing 
heavily  on  the  conscience  of  the  coun- 
try, which  is  structurally  molded  for 
an  endlessly  cheap  gasoline  supply 
which  no  longer  exists. 

In  today's  game  we  are  dealing 
with  economic  problems  that  are  even 
beyond  the  makeshift  remedies  of  the 
politicians.  In  Britain,  for  example, 
the  Consols,  to  which  all  other  fixed- 
income  securities  are  compared,  yield 
over  15%.  There  is  a  rate  of  inflation 
approximating  20%  and  a  stock  mar- 
ket which,  until  the  past  month's 
rally,  sold  at  about  3ft  times  earnings. 
Some  of  the  biggest  British  banks  sold 
at  2ft  times  earnings,  reflecting  prob- 
lems in  real  estate  lending  that  are 
not  unknown  in  the  U.S.  The  pace  of 
confiscation  of  wealth  through  taxa- 
tion and  devaluation  has  been  so 
virulent  over  there  that  many  wealthy 


individuals  are  shipping  money  out  of 
the  country  even  at  a  penalty  of  50%. 
Just  as  the  Japanese  were  the  art  buy- 
ers a  few  years  ago,  the  Arabs  are 
being  promoted  in  Sotheby's.  Several 
hundred  of  the  belle  epoque  town- 
houses  in  London  are  now  in  Arab 
hands.  After  all,  if  you  have  seven 
wives,  you  had  better  have  seven  bed- 
rooms to  keep  the  peace. 

Almost  every  stock  market  known 
to  man  has  rallied  impudently  since 
yearend.  It  is  nothing  more  nor  less 
than  the  recognition  by  speculators 
that  the  dice  are  in  benevolent  hands. 
The  Bank  of  England  bails  out  Bur- 
mah  Oil;  the  Federal  Beserve  Board 
succors  W.T.  Grant.  The  Western 
world  has  fresh  faces  in  political 
hegemony,  men  who  would  rather  re- 
flate and  hold  office  than  deal  with 
the  basic  long-term  problem  of  solv- 
ing inflation  by  increasing  produc- 
tivity through  capital  spending  for 
much  needed  industrial  capacity. 

The  inner  dialectics  of  events  create 
the  opportunities.  Electric  utilities  will 
get  their  rate  increases  because  the 
states  will  be  frightened  to  death  that 
they  will  end  up  with  the  generating 
plants  when  there  is  no  money  in  the 
till.  IBM  reports  a  drop  in  the  fourth 
quarter,  which  not  one  analyst  on 
Wall  Street  would  have  dared  project, 
and  then  the  judge  finds  fault  with 
the  lower  court's  decision  in  favor  of 
Telex.  The  ebb  and  flow  of  good  news 
and  bad  news  comes  out  on  the  posi- 
tive side  if  only  because  the  domestic 
tranquility  of  the  country  must  be  pre- 
served. Meanwhile,  a  sober,  hard- 
working chief  executive  officer  hurtles 
through  the  plate  glass  of  his  44th- 
floor  office  window,  in  despair  at  deal- 
ing with  the  myriad  problems  of  a 
multinational  corporation  that  has  to 
contend  not  only  with  nationalism  in 
Central  America  but  hurricanes  as 
well.  (There  was  nobody  to  bail  him 
out  of  his  problem  in  Honduras. ) 

What  is  one  to  do?  I  have  learned 
the  hard  way  that  to  do  what  is  com- 
mon wisdom  in  the  investment  world 
is  the  shortest  route  to  a  wooden-box 
burial.  It  is  much  better  to  buy  an 
electric  utility  yielding  11%  today, 
even  though  its  cash  flow  isn't  cover- 
ing the  dividend,  than  to  have  bought 
a  growth  utility  at  26.9  times  earnings 
in  1964  when  the  analysts  loved  the 
industry.  IBM  at  lft  times  the  market 
multiple  (even  if,  as  I  think,  it  faces 
down  earnings  in  1975)  is  better  than 
IBM  at  2ft  times  the  market  multiple 
when  its  earnings  are  compounding 
annually  at  15%. 

Preferred  stocks  that  nobody  wants 
today  at  10ft%  yields  arc  better  than 
government  bonds  yielding  7%.  And 
low-grade,  deep-discount  corporate 
bonds  are  even  better.  Nobody  darea 
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•uy  them  for  fear  of  being  criticized 
i  even  sued.  There  are  convertibles 
ielding  15%  in  perfectly  legitimate 
Imsinesses  and  stocks  selling  at  3 
iimes  earnings  for  companies  you 
•ouldn't  buy  privately  for  10  times 
arnings.  In  the  late  Sixties,  money 
nanagers  were  paying  20  times  earn- 
ngs  for  the  same  goods. 

Custodian  Of  Bullishness 

The  anomaly  is  that  the  individual 
nvestor  has  no  competition  for  this 
narked-down  merchandise,  whereas 
ive  or  six  years  ago  money  managers 
vere  discovering  this  stuff  daily.  Sim- 
>ly  because  almost  every  money  man- 
tger  in  the  country  has  been  un- 
rocked  for  what  he  is,  a  custodian 
»f  subliminal  bullishness  rather  than 
i  true  manager  of  money,  informed 
peculation  has  no  serious  competition 
iside  from  a  few  wealthy  businessmen 
vho  have  a  developed  smell  for  rock- 
>ottom  value. 

To  catch  the  flavor  of  the  new  bull- 
shness  I  need  to  tell  a  fish  story.  In 
he  late  Sixties,  a  group  of  super- 
peculators  on  The  Street  met  once 
rvery  month  at  dinner  to  play  show 
tnd  tell.  I  heard  hundreds  of  stories, 
>ut  the  best,  we  all  agreed,  was  the 
»ne  about  pompano.  They  were  to 
>e  raised  in  a  controlled  environ- 
nent,  a  super  fish  farm.  There  is 
lever  enough  sweet  pompano  to  go 
iround,  and  I  think  the  price  per 
>ound  then  was  $1.50  or  two  bucks, 
rhis  company  was  going  to  hatch  the 
:ggs,  grow  the  fry  in  tanks  and  then 
aise  them  to  a  couple  of  pounds  and 
hip  out  5  million  to  10  million  pounds 
>f  fish  a  year  and  earn  $10  million 
rom  a  standing  start. 

We  all  tried  to  shoot  this  story 
lown.  What  would  happen  to  the 
)rice  of  pompano  if  10  million  in- 
rremental  pounds  came  on  the  mar- 
:et?  Could  Ralston  Purina  ship 
mough  feed  to  grow  the  fish?  How 
vould  they  taste?  How  proprietary 
vas  the  process?  All  our  questions 
vere  answered,  and  some  of  us  even 
vent  down  to  Florida  to  watch  the 
:ggs  hatch  and  inspect  the  fry  swim- 
ning  around  m  the  2,000-gallon  tanks. 
t  was  all  very  exciting,  and  we  saw 
:very  fish  house  in  the  country  featur- 
ng  fresh  pompano  on  its  menu  till 
he  end  of  time.  We  couldn't  wait  for 
he  next  monthly  meeting  to  find  out 
low  fast  the  fish  were  putting  on 
veight.  Then  the  news  hit  us— all  the 
ish  had  sickerfed  and  died.  Nobody 
it  the  company  knew  why.  The  fish 
lad  died,  and  we  all  burst  out  laugh- 
ng  hysterically— laughing  at  ourselves, 
or  none  of  us  had  dreamed  that  the 
ish  could  die.  This  is  the  new  bull- 
inarket  thinking-it's  as  if  the  fish  had 
never  died.   ■ 
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The 
coupon 

to  end  all 
coupons. 


If  you've  ever  thought  about  municipal  bonds 
as  an  investment,  you  should  know  about  the 
coupons.  Every  six  months  you  clip  your  coupons 
and  turn  them  in  to  get  the  accumulated  interest. 

Well,  municipal  bond  funds  don't  have 
coupons.  But  they  do  have  some  of  the  benefits  of 
municipal  bonds . . .  conservation  of  capital,  high 
after  tax  yield  (currently  at  record  levels)  which 
is  exempt  from  Federal  income  taxes  plus 
diversification,  and  they  are  easy  to  own  or  sell. 
Instead  of  clipping  coupons,  your  interest  check 
is  mailed  to  you  monthly,  quarterly  or  semi- 
annually, whichever  suits  you  best.  And  there's 
no  safekeeping  to  be  bothered  with.  A  bank 
custodian  takes  care  of  all  that  for  you. 

If  you're  interested  in  this  kind  of  investment, 
we'd  like  you  to  fill  out  and  clip  your  last  coupon. 

Thank  you. 


Please  send  me  more  information  about  tax-exempt  bond  funds,  including 
a  free  prospectus  on  the  current  series  you  sponsor. 

Name 

Address 

City 


.State. 


.Zip. 


Telephone 

My  Broker  Is. 


.Rep. 


nuveen 

John  Nuveen  &  Co.  Incorporated 
61  Broadway,  New  York,  N.Y.  10006  (212)  344-8300 
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EARNINGS 
GROWTH 

MAPCO's  earnings  climbed  from  86c  a  share 
in  the  12  months  ended  September  30,  1973, 
to  $1.84  in  the  comparable  1974  period. 
And  we've  split  2-for-l  twice  in  the  past 
3  years.  MAPCO  is  still  growing.  To  find 
out  what's  happening,  write  for  our 
latest  report  to  investors. 

mapco 

m  inc. 


1437  S.  Boulder  Ave. 
Tulsa,  Oklahoma  74119 

SYMBOL  MDA 
NYSE*  MWSE*  PSE 


is  a  world  university 

Your  help  will  permit  HOPE 
to  take  its  teaching  methods, 
its  ideas,  to  PROJECT 
other  countries.  ||flP|| 


Give  to: 


Dept  A,  Washington,  D.  C  20007 
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Readers  Say 

( Continued  from  page  8 ) 

has  much  changed.  GM  still  seems  to, 
think  they've  seen  it  all  before.  What 
will  it  take  to  shake  these  guys  up? 

—Martin  Johnson 
Chicago,  111. 

"Rich"  Not  So  Rich 

Sir:  The  validity  of  your  editorial 
"Soak  The  Rich"  (Feb.  1)  rests  on 
the  faulty  assumption  that  income 
alone  determines  financial  well-being. 
Not  so.  For  example,  that  portion 
of  middle-  and  upper-middle  income 
families  with  one  or  more  offspring 
in  private  colleges  is  hardly  in  a 
position  to  cut  back  or  save,  as  you 
suggest.  While  I'm  not  qualified  for 
the  top  rebate  proposed  by  President 
Ford,  I  assure  you  that  whatever  tax 
dollars  I  get  back  will  be  returned 
posthaste  into  the  economy! 

—Porter  H.  Downey 

Director,  Public  Relations, 

Conn.  Mutual  Life  Ins.  Co. 

Hartford,  Conn. 

Not  So  Small 

Sir:  In  your  article  dealing  with 
Pitney-Bowes  (Jan.  15)  you  state 
that  Pitney  has  a  license  agreement 
for  a  medium  plain-paper  copier  with 
Oce-van  der  Grinten,  which  you  de- 
scribe as  "a  small  Dutch  company." 
Standards  with  respect  to  company 
size  will  differ  in  the  U.S.  compared 
to  Europe,  but  Oce  had  profits  in 
1973  of  about  $9  million  and  1974 
sales  will  exceed  $250  million. 

—Dr.  J.V.H.  Pennings 

Vice  President, 

Oce-Nederland  B.V. 

Venlo,  Holland 

Not  Full  Year 

Sir:  Re  your  article  on  Farmers 
Group,  Inc.  (Feb.  1)  and  the  ref- 
erence to  our  1974  earnings.  The 
earnings  for  1974  have  not  yet  been 
released.  The  16%  earnings  gain  men- 
tioned represented  the  consolidated 
earnings  for  the  nine  months  ended 
Sept.  30,  1974  and  was  after  cap- 
ital gains. 

-R.W.  Rudy 

Vice  President  and  Treasurer, 

Farmers  Insurance  Group 

Los  Angeles,  Calif. 

Retailing  Bull 

Sib:  If  in  fact  the  biggest  "bull- 
throwers"  around  are  the  economists 
(Fact  6-  Comment,  Jan.  1),  then  the 
second-greatest  buDthrowers  must  be 
the  countless  publishers  thai  print 
their  misleading  Forecasts. 

—Jim  BBICKM  US 
I  tallas    i  ■  % 
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ad,  but  friendly 
and  COW  leous;  the  first  to  salute, 
hear  and  answer;  and  be  not  pensive 

when  it  is  time  to  converse. 

Gl  ORG!    \\   WIlM.rON 


A  true  friend  unbosoms  freely, 
advises  justly,  assists  readily, 
adventures  boldly,  takes  all 
patiently,  defends  courageously, 
and  continues  a  friend  unchangeably. 

\\  II  HAM  PENN 


It's  often  a  good  idea  to  let 
the  other  fellow  believe  he  is 
running  things 
whether  he  is  or  not. 
William  Feather 


Ninety  percent  of  ail 
human  wisdom  is  the  ability  to 
mind  your  own  business. 
Robert  A.  Heinlein 


A  true  friend  never  gets 

in  your  way  unless  you  happen 

to  be  going  down. 

Arnold  Glasow 


What  is  happiness?— The  feeling 
that  power  increases— that 
resistance  is  overcome. 
Friedrich  W.  Nietzsche 


Friendly  concern  is  often 
simple  curiosity. 
Baron  McKay 


A  letter  shows  the  man 
it  is  written  to  as  well  as 
the  man  it  is  written  by. 
Lord  Chesterfield 


Real  communication  is  impossible 
without  listening. 
Ralph  C.  Smedley 


True  happiness  must  arise  from 
well-regulated  affections,  and 
an  affection  includes  a  duty. 
Mary  Wollstonecraft 


To  be  happy,  one  must  have 
a  good  stomach  and  a  bad  heart. 
Bernard  de  Fontenelle 


Nonconformists  travel  as  a  rule 

in  bunches.  You  rarely  find 

a   nonconformist   who    goes   it   alone. 

And  woe  to  him  inside 

a  nonconformist  clique  who  does  not 

conform  with  nonconformity. 

Eric  Hoffer 


The  more  uncertain  I  have  felt 
about  myself,  the  more  there 
has  grown  up  in  me  a  feeling  of 
kinship  with  all  things. 
Carl  Jung 


Make  friends  and  you  will  make 

greater  progress.  Corporations 

look  for  executives  who  are 

friendly  with  the  public, 

icho  have  won  the  public's  confidence 

and  goodwill.  Friends  are 

essential  to  success;  they  are 

still  more  essential  to  happiness. 

Therefore,  to  win  place  and  power 

and  honor  and  happiness, 

you  should  begin  by  assiduously 

and  unselfishly  winning  friends. 

B.C.  Forbes 


Honor's  a  fine  imaginary  notion, 
that  draws  in  raw  and  unexperienced 
men  to  real  mischiefs. 
Joseph  Addison 


Choose  thy  friends  like  thy  books, 
few  but  choice. 
James  Howell 


A  friend  is  known  when  needed. 
Arabian  Proverb 


Power  is  not  happiness. 
Security   and   peace   are   more 
desired  than  a  name  at  which 
nations  tremble. 
William  Godwin 


to   be 


It  is  with  happiness  as 
with   watches:    the   less 
the  less  easily  deranged. 
Sebastian  Chamfort 


complicated, 


One  is  wasting  life  force 
every  time  he  talks  of  failure, 
of  hard  luck,  of  troubles  and 
of  past  errors  and  mistakes. 
Let  him  turn  his  back 
on  the  past  and  face  the  light. 
Orison  Swett  Marden 


trials, 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $8.50.  Also  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  NY.  State 
residents,  add  4%-8%  sales  tax. 


A  Text .  . 


Sent  in  by  Florence  A.  Hnatko,  Los 
Angeles,  Calif.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of  Thoughts 
on  ihe  Business  of  Life  is  presented  to 
senders  of  texts  used. 


Envy    thou    not    the    oppressor, 
choose  none  of  his  ways. 
Proverbs  3:31 


and 
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Every  seed  has  one  precious 
chance  at  life. 


Hay  lr 

SEP  2 


It  also  has  deadly  enemies. 

Even  in  highly-developed 
countries,  estimates  of  crop  loss 
due  to  pests  have  run  as  high  as 
25%,  and  elsewhere,  as  high 
as  40%. 

This  lost  production 
would  go  a  long  way  toward 
feeding  hungry  people  through- 
out the  world. 

Agricultural  chemicals 
such  as  those  produced  by  FMC 
can  help  to  prevent  these  costly 
losses  from  occurring. 

An  example  is  Furadan® 
insecticide,  whose  recent  record 
in  improving  yields  of  rice, 
corn,  potatoes,  bananas, 
peanuts,  and  sugarcane  has 
been  little  short  of  spectacular. 

In  the  summer  of  1974  it 
successfully  halted  a  grass- 
hopper invasion  in  the  grain 
fields  of  Western  Canada. 

But  FMC  agricultural 
capabilities  extend  far  beyond 


production  of  chemicals. 

Helping  growers  select 
the  best  crops,  engineering 
land  reclamation  programs, 
or  bringing  mechanized 
efficiencies  to  food  production 
and  processing,  are  typical  of 
our  worldwide  activities. 

For  the  grower  there  are 
FMC  cultivators  and  planters, 
power  sprayers,  and  specialized 
harvesters.  For  the  processor, 
machines  to  wash,  sort,  peel, 
juice,  remove  pits,  fill  jars  or 
cans,  cook,  cool  and  label.  Even 
equipment  to  wrap  and 
package  and  portion  food 
products.  Automatically. 

Perhaps  no  other  single 
company  offers  as  broad  a  range 
of  capabilities  to  produce  food. 

At  FMC,  we  think  every 
seed  deserves  a  chance  to  fulfill 
its  promise. 

FMC  Corporation,  200  East 
Randolph  Drive,  Chicago  60601. 

•FMC 
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One 
Button 

Digital 


America's  newest  solid-state  U 

MS^"  quartz  watch  simplifies  data  retrieval 

and  introduces  a  new  light-sensing  readout. 


The  computer  watch  of  the  future  is  here 
now!  JS&A  proudly  introduces  the  One  But- 
ton Digital-the  first  light-sensing,  one  button 
control,  solid-state  L.E.D.  watch. 

Solid-state  L.E.D.  digital  watches  are  great 
fun.  With  the  older  crop  of  watches,  you'd 
press  one  button  and  get  the  hours  and 
minutes,  you'd  press  another  button  and  get 
the  seconds,  and  you'd  press  either  a  third 
button  or  a  combination  of  buttons  and  get 
the  date. 

But  with  all  its  space-age  appeal,  the  solid 
state  L.E.D.  watch  had  its  disadvantages:  I) 
too  many  buttons  to  press  and  2)  too  difficult 
to  read  in  bright  light.  JS&A's  One  Button 
Digital  has  changed  all  that. 

Now  you  can  press  a  button  once  and  get 
the  hours  and  minutes.  Keep  the  same  button 
depressed,  and  the  seconds  appear.  Press  the 
same  button  twice,  and  the  month  and  date 
appear.  In  short,  you  control  all  functions  of 
your  watch  from  one  central  button. 

LIGHT-SENSING  BRAIN 

Built  into  each  watch  is  a  light-sensor  that 
measures  the  exact  amount  of  available  light 
and  then  controls  the  intensity  of  the  light- 
emitting  diode  (L.E.D.)  display.  In  a  bright 
room  the  display  will  brighten;  in  a  dark  room 
the  display  will  dim.  This  extra  feature  makes 
the  One  Button  Digital  the  easiest  watch  to 
read  under  almost  any  lighting  conditions.  It 
is  also  a  battery-saving  feature  since  the  light 
sensor  limits  the  brightness  of  the  display  in 
low  light  conditions  and  consequently  reduces 
the  amount  of  power  needed  to  illuminate  the 
display.  With  average  usage,  the  batteries 
should  last  over  one  full  year  without  replace- 
ment, and  batteries  are  commercially  available 
at  any  jewelry  store. 

BUT  THERE'S  MUCH  MORE 

You  set  your  watch  by  inserting  any  ball 
point  pen  into  a  special  recessed  switch. 
Setting  the  exact  time  and  date  takes  a  matter 
of  seconds,  and  no  special  tool  is  required. 
The  watch  is  programmed  to  remember  the 
days  in  each  of  the  twelve  months  so  that 
once  the  date  is  set,  there's  no  need  to  change 
it  each  month. 


THE  MIRACLE  OF 
SPACE-AGE  ELECTRONICS 

JS&A's  new  solid-state  digital  watch  is  the 
newest  of  the  space-age  quartz  computer 
timepieces.  Quartz  oscillates  at  a  precise 
32,768  oscillations  per  second.  In  the  One 
Button  Digital,  one  micro-integrated  circuit 
containing  over  1,000  tiny  transistors  trans- 
lates the  precise  quartz  crystal  oscillations 
into  an  equally  precise  digital  readout  of  time. 
The  One  Button  Digital  has  an  accuracy  range 
of  better  than  one  minute  per  year  and  has  no 
moving  parts  to  lubricate,  wear  out,  or  adjust. 
It's  literally  trouble-free  and  comes  with  a 
one  year  parts  and  labor  warranty  backed  by 
our  national  service-by-mail  facility. 
*  American  watch  technology  has  reached  a 
milestone  with  the  introduction  of  our  One 
Button  Digital.  Now,  in  one  handsomely- 
styled,  elegant  piece  of  jewelry,  you  have  the 
latest  solid-state,  space-age  achievement  at  a 
price  you  can  afford. 


Keep  the  button  depressed  and  the  One 
Button  Digital  automatically  switches  from 
hours  and  minutes  to  display  the  seconds. 
Press  the  button  twice  and  the  month  and  day 
are  displayed. 

You  may  even  charge  your  watch  to  your 
American  Express,  Diners  Club,  BankAmeri 
card,  or  Master  Charge  credit  card  account  by 
calling  our  toll-free  number  below,  or  you  can 
send  us  your  check  for  $102.45  ($99.95  plus 
$2.50  postage  and  handling— Illinois  residents 
add  5%  sales  tax),  and  your  gold-plated  watch 
and  matching  bracelet  will  be  sent  to  you  by 
return  mail. 


The  new  One  Button  Digital  is  thin  when 
compared  to  most  solid-state  quartz  watches. 
Its  sleek  lines  and  handsome  case  make  it  the 
perfect  gift  for  the  discriminating  executive. 

JS&A  is  America's  largest  single  source  of 
electronic  calculators  and  other  space-age 
consumer  products.  We  pride  ourselves  on  the 
finest  service,  the  most  advanced  products 
and  the  best  value.  If  you  are  not  absolutely 
convinced  that  the  One  Button  Digital  is  the 
nation's  best  digital  watch  value,  return  it 
within  two  weeks  for  a  prompt  and  courteous 
refund.  You  can't  lose. 

JOIN  THE  SPACE-AGE  REVOLUTION 

Now  is  your  opportunity  to  purchase 
America's  most  exciting  new  space-age  prod- 
uct at  the  best  possible  price.  Call  our  toll-free 
number  and  order  your  One  Button  Digital  at 
no  obligation  today. 

TWO  WEEK  FREE  TRIAL  ^^^.^m.^.^ 

$9995 

NATIONAL 
SALES 
GROUP 

DEPT.  FB-3      4200  DUNDEE   ROAD 
NORTHBROOK,  ILLINOIS  60062 

CREDIT  CARD  BUYERS  CALL: 

(800)323-6400 

In  New  York  City  and  Suburbs  Call:  (212)964-0690 
In  Illinois  (312)  498  6900    ©JS&A  Group,  Inc.,  1975 


Save  where  its 

convenient. 

At  the  newXerox 

4500  comer. 


If  you're  like  most  people  in  business,  you're  interested  in 
saving.  Especially  today.  So  our  new  Xerox  4500  copier  ought 
to  interest  you. 

Because  that's  exactly  what  it  does.  It  saves.  With  three 
features  you  just  can't  find  in  any  other  copier. 

First,  the  4500  copier  isn't  just  one  of  your  ordinary  every- 
day copiers.  This  one  also  copies  on  both  sides  of  the  same  piece 
of  paper,  automatically.  So  naturally  it  saves  paper.  And  that 
saves  mailing  costs.  Not  to  mention  saving  filing  space. 

Then  there's  the  built-in  sorter.  This  little  penny  pincher 
collects  all  the  copies  and  puts  them  together  in  order,  in  just 
seconds.  Saving  time.  And  energy.  And  aggravation. 

It  even  has  another  time-saving  device  that  takes  out  the 
old  original  and  makes  room  for  the  new  one. 

All  this  saving— conveniently  located  right  in  your  own 
office. 

The  Xerox  4500  copier.  It's  a  copier  you  can  bank  on. 

XEROX 

XEROX®  and  4500  arc  trademarks  of  XEROX  CORPORATION. 
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Side  Lines 


Art  As  A  Craft 


"For  Better,  For  Worse" 
William  Powell  Frith 


This  month  two  selections  of  paint- 
ings from  the  Forbes  Magazine  Col- 
lection went  on  exhibit  at  New  York's 
Metropolitan  Museum  of  Art  and  The 
New  York  Cultural  Center. 

The  Victorian  collection  on  view  at 
the  Metropolitan  is  the  project  of 
Christopher  (Kip)  Forbes,  who  at 
age  24  has  accomplished  what  few 
are  able  to  do  in  a  lifetime:  a  thor- 
ough assemblage  of  major  works  of 
a  whole  era. 

It  was  no  accident.  While  major- 
ing in  art  history  at  Princeton,  Kip 
realized  that  Victoriana  was  a  ne- 
glected area  deserving  serious  study. 
At  the  time,  Kip's  father  (President 
and  Editor-in-Chief  Malcolm  S. 
Forbes)    was   interested  in   acquiring 


Kip  Forbes  with  Meissonier's  Friedland  1807 

paintings  to  decorate  the  Forbes 
building.  Why  not,  suggested  Kip, 
concentrate  on  Victorian  paintings? 

That  was  six  years  ago.  Today  the 
collection  is  recognized  as  the  finest 
group  of  Victorian  paintings  outside 
of  Great  Britain,  and  has  contributed 
to  a  revaluation  of  Victorian  art. 

As  curator  of  the  Forbes  Maga- 
zine Collection,  Kip  also  had  a  big 
hand  in  putting  together  the  New 
York  Cultural  Center  show.  This  ex- 
hibit, entitled  War  A  La  Mode,  in- 
cludes 43  works  by  France's  leading 
19th-century  military  painters. 

Curating  is  not  Kip's  primary  job 
at  Forbes:  The  bulk  of  his  time  is 
spent  as  an  advertising  salesman  for 
the  magazine.  Incongruous?  "Not  at 
all,"  answers  Kip,  who  tends  to  lace 
his  quick  conversation  with  self- 
deprecatory  good  humor.  "Actually,  each  sort  of  helps  the  other.  The  art 
collections  enhance  Forbes'  image  and  that  helps  us  sell.  And  only  by  suc- 
cessful selling  can  we  add  to  the  collections."  Pretty  crafty,  that  Kip.   ■ 


//  Dolce  Far  Niente 
William  Holman  Hunt 
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\Nfe  started  it  all  with 
a  clean  ashtray. 

NowNo.2  in  size  isNo.1  in  service. 


When  we         

concentrated  on^^k  improving  the  little 
things:  Ashtrays.    ^1  Windshields.  Smiles. 
(We  didn't  really  have  much  else  to  work 
with  in  those  days.)  But  soon,  trying  harder 
led  us  to  try  out  some  better  things.  With 
these  results: 

Avis  gives  you  the  Fast  Car  Rental.  Ask 
us  for  your  free  Wizard  Number.  It  lets  our 
Wizard  Number  Express  Service  deliver 
your  keys  and  car  with  unbeatable  speed. 
Avis  has  newer  cars  than  our  biggest 
competitor. We  replace  our  cars  every  7  to  8 
months,  on  the  average,  instead  of  every  year. 
Avis  gets  you  out  of  your  car  and  on  your 
way  faster  than  they  do.  Because,  in  just  75 
seconds,  the  Wizard  can  produce  the  only  fully  typed, 
computer-accurate  rental  agreement  in  the  business. 
Trying  harder:  It's  given  you  a  lot.  (It's  done  pretty  well  for  us,  too.) 


Avis 


9  Avis  Rent  A  Car  Systems  Inc..  1975. 


Avis  rents  all  makes... features  cars  engineered  by  Chrysler, 
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FROM  1795  Tt>  TOOAY-FOR 180  YEARS 

SIX  GENERATIONS  OF  THE  BEAM  FAMItf  HAVE  BEEN 

MAWN6  THE  WORLD'S  FINEST  BOURBON. 


DAVID  M. 


THE  FIRST  CONTROLLED  AND 
SUSTAINED  POWER- DRIVEN  FLIGHT  OCCURRED 
NEAR  KITTY  HAWK,  NORTH  CAROLINA . . . 
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Readers  Say 
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Sterile  Solutions 

Sir:  The  great  virtue  of  your  cover 
story  on  inflation  ( Mar.  1 )  was  that  it 
pointed  out  that  curing  inflation  is  as 
much  a  political  problem  as  an  eco- 
nomic one.  Economics  becomes  total- 
ly sterile  if  all  it  can  offer  are  solu- 
tions that  are  politically  unfeasible. 

—Robert  Gunn 
New  York,  N.Y. 

And  vice  versa.  See  MSF  Jr.'s  edi- 
torial on  p.  15— Ed. 

Borax  And  Furniture 

Sir:  Your  article  on  Levitz  Furni- 
ture (Feb.  1)  was  headed  "Death 
Valley  Days?"  with  a  picture  of  a 
twenty-mule  team  to  reinforce  the 
point.  Both  the  name  and  the  team 
have  long  been  registered  trademarks 
of  this  company,  and  you  should  have 
asked  permission  before  using  them 
in  such  a  disparaging  context. 

I  was  sad  to  see  you  subscribing 
to  the  hoary  myth  that  "borax  pro- 
ducers used  flimsy  funiture  to  sell 
their  soap."  This  company  has  been 
the  leading  U.S.  producer  of  borax 
for  just  over  100  years,  and  we  have 
never  used  furniture  as  a  method  of 
selling.  We  have  been  unable  to  track 
down  the  origin  of  the  canard,  which 
has  been  around  for  many  years  and 
has  actually  found  its  way  into  Web- 
ster's Dictionary. 

The  real  derivative  of  "borax  furni- 
ture" is  also  obscure.  It  may  be  con- 
nected with  "borak,"  meaning  "to 
dupe  a  credulous  person,"  which  is 
Australian  slang  derived  from  a  New 
South  Wales  aborigine  word. 

— C.L.  Randolph 
President, 
U.S.  Borax  &  Chemical  Corp. 
Los  Angeles,  Calif 

Utility  Rate  Insensitivity 

Sir:  Your  remarks  under  "Let 
Them  Up"  (Fact  6-  Comment,  Feb. 
15)  dealing  with  higher  utility  rates 
show  a  terrible  insensitivity  to  low- 
er-income people's  problems.  Con  Ed- 
ison not  only  conned  many  into  in- 
stalling all-electric  homes  by  offering 
a  $150  bonus  in  1971,  but  it  has 
been  raising  rates  faster  than  any  oth- 
er utility.  Five  miles  away  from  our 
home,  N.Y.  Electric's  rates  arc  just 
about  half  of  Con  Ed's.  When  we 
installed  electric  heat  in  our  homo, 
Con  Ed  gave  us  an  estimate  that  it 
would  cost  $285  a  yeai  to  heat  oui 
house.  The  charge  for  December 
($93)  is  for  electricity  in  a  house  that 
we  only  live  in  on  weekends.  An  in- 
(Conttnued  on  paw  1W\ 
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Why  Puerto  Rico  is  the  most  profitable 

of  Omark  Industries' 
14  plant  sites  in  5  countries 


Here  are  the  reasons  why  this 
Oregon  metals  fabricator's 
plant  in  Puerto  Rico  is  their 
leading  profit  maker  worldwide. 
Send  in  the  coupon  below 
to  discover  what  these  same 
reasons  can  mean  to  you  and 
your  company's  profits. 

OMARK  INDUSTRIES,  a  major  manu- 
facturer of  cutting  chain,  hydrau- 
lic   loaders   and   industrial  fasteners, 
started  in  Puerto  Rico  in  1965  with 
a  cutting-chain  plant  in  Bayamon. 

Last  year,  this  single  45,000-sq.-ft. 
facility  earned  over  half  of  the  com- 
pany's total  after-tax  profits.  Here  are 
some  of  the  reasons  why. 

100%  tax  exemption 

Although  Puerto  Rico  is  an  integral 
part  of  the  U.S.,  there  are  no  federal 
taxes.  What's  more,  Puerto  Rico  offers 
qualified  manufacturers  like  Omark 
100%  exemption  from  all  local  taxes 
for  up  to  30  years.  In  Puerto  Rico,  the 
profit  you  make  is  the  profit  you  keep. 
In  1974,  this  combination  of 
tax  exemptions  alone  contributed 
$2,500,000  to  Omark's  net  income  of 
$9.8  million. 

51%  of  profits 

The  income  from  the  sale  of  prod- 
ucts made  in  the  Puerto  Rican  plant, 
combined  with  the  tax  benefit,  con- 
tributed a  total  of  $5  million— an 
astounding  51%  of  the  company's  en- 
tire profits  worldwide. 

In  1965V  Omark  sent  12  workers 
from  Puerto  Rico  to  the  company's 
Portland,  Oregon,  headquarters  to  be 
trained  as  plant  foremen.  They  worked 
hard  and  learned  fast 

All  personnel  Puerto  Rican 

These  men  returned  to  start  up  the 
Bayamon  plant  together  with  Omark 
supervisors  from  the  U.S.  mainland. 
Today,  every  one  of  the  230  people  in 
that  plant,  management  and  labor,  is 
Puerto  Rican. 

Their  record  of  productivity  and 
willingness  to  work  hard  speaks  for 
itself.  Between  1970  and  1974,  output 


Omark's  230-man  Bayamon  plant  is  staffed  entirely  by  Puerto  Ricans,  workers  and  management. 


from  the  Bayamon  facility  almost  dou- 
bled without  hiring  any  new  employees. 

3  hours  to  New  York 

About  40%  of  the  saw  chain  made  by 
Omark  in  Puerto  Rico  is  shipped  to 
the  U.S.  mainland.  Air  freight  reaches 
Miami  in  only  two  hours,  New  York  in 
three  hours.  Puerto  Rico's  modern  fleet 
of  container  and  trailer  ships  make 
weekend  deliveries  to  New  York  in 
only  84  hours. 

No  plant  location  on  the  island  is 
more  than  three  hours  from  a  major 
port  over  Puerto  Rico's  6,500-mile 
"network  of  paved  roads.  San  Juan  alone 
is  served  by  30  shipping  lines  and  15 
scheduled  airlines. 

Government  cooperation 

Puerto  Rico's  Economic  Development 
Administration  (Fomento)  helped 
Omark  and  is  ready  to  help  you.  How? 
By  smoothing  your  way  with  govern- 
ment agencies.  By  helping  you  select 
and  train  workers.  By  doing  what  needs 
to  be  done  to  expedite  plant  start-up. 

The  Puerto  Rico  Industrial  Devel- 
opment Co.  (PRIDCO)  will  give  you 
the  benefit  of  its  know-how  in  the 
selection  and  preparation  of  a  plant 
site.They  can  show  you  their  "shopping 
list"  of  choice  industrial  locations,  with 
over  1,000,000  sq.  ft.  of  factory  space 
ready  for  immediate  occupancy. 

Many  companies  expanding 

If  you  need  to  expand  but  are  hesitant 
in  the  present  uncertain  economy,  con- 
sider this— Puerto  Rico's  unique 
combination  of  incentives  continues 


to  attract  new  manufacturers  and  to 
encourage  many  already  on  the  island 
to  expand  operations  there. 

Omark  is  one  of  those  who  are 
expanding.  The  company  plans  to  in- 
vest $2  million  to  expand  its  Bayamon 
facility  and  has  applied  for  a  25-year 
tax  exemption  for  a  new  35,000-sq.-ft. 
plant  in  Cidra  in  central  Puerto  Rico. 

Send  for  profit  booklet 

Omark  is  only  one  of  the  many  U.S. 
manufacturers  who  have  made  more 
profits  in  Puerto  Rico  than  in  any  other 
industrial  location. 

Get  the  full  story  on  how  Puerto 
Rico  manages  to  continue  to  attract 
industry  even  in  the  midst  of  economic 
uncertainty.  Send  this  coupon  today 
for  our  new  20-page  booklet. 

Commonwealth  of  Puerto  Rico 
EconomicDevelopmentAdministration 
Dept.  FB-14, 1290  Ave.  of  the  Americas 
New  York,  N.Y.  10019 

Please  send  me  you.-  free  new  booklet, 
PUERTO  RICO- PROFIT  ISLAND, 
U.S.A,  with  up-to-date  facts  and  figures 
which  explain  how,  even  in  today's  un- 
certain economy,  Puerto  Rico  provides 
manufacturers  a  profitable  climate  un- 
matched anywhere. 

The  products  I  might  be  interested  in 
manufacturing  in  Puerto  Rico  are: 


Name. 
Title- 


Company. 

Address 

City 


State. 


.Zip. 


eI975,  Commonwealth  of  Puerto  Rico 


Kidde 

conserves 

energy 

with  portable  full  size  ovens 


Farberware— a  member  of  the  Kidde  family  of 
companies— has  introduced  an  entirely  new  type 
of  portable  countertop  oven.  The  Turbo  Oven 
cooks  meat  one-third  faster  than  conventional 
ovens.  Bakes  at  lower  temperatures  than  most 
ranges.  Result:  it  uses  less  electricity  than  con- 
ventional ovens.  Its  forced  air  convection  prin- 
ciple is  fast,  safe,  convenient  and  economical. 
A  sure-fire  formula  for  sizzling  consumer 
acceptance. 

Other  items  in  the  Farberware  line  are  energy 
savers,  too.  All  Farberware  cookware  is  made  of 
stainless  steel  with  an  aluminum-clad  bottom. 
That  means  heat  is  conducted  better,  and  food 
is  prepared  faster. 

All  told,  they're  helping  Farberware  cook  up 
increased  sales.  And  with  the  public  leaning 
toward  quality  cookware  and  appliances  that  save 
energy  and  time,  the  future  is  bright  indeed. 

To  learn  more,  write  for  our  Annual  Report 
Walter  Kidde  &  Company,  Inc.,  9  Brighton  Rd  . 
Clifton,  N.J.  07012. 


Helping  our  energy  go  further. 


Trends  &Tangents 


Foreign 


Big  Problems,  Big  Solutions 

Japan,  still  the  world's  most  pol- 
luted country  despite  having  the 
strictest  environmental  standards,  con- 
tinues to  spend  money  on  environ- 
mental protection  equipment  at  a  rec- 
ord rate.  A  survey  of  the  Japanese 
Society  of  Independent  Machine 
Manufacturers  showed  recently  that 
orders  for  the  six  months  (April  to 
October)  were  $1.34  billion,  equal 
to  those  of  the  preceding  full  year. 
Air-pollution  equipment  made  up 
52.3%  of  the  market  and  water-pol- 
lution equipment  34.3%.  The  steel  in- 
dustry has  more  than  tripled  such 
investment  since  1970,  and  will  spend 
$474  million  this  year,  17.3%  of  the  in- 
dustry's total  capital  outlay. 


Business 


Too  Rich  To  Survive? 

Those  who  wonder  why  New  York 
City  is  in  such  trouble  might  ponder 
these  wage  rates  recently  communi- 
cated to  the  unbelieving  tenants  of 
the  Grand  Central  Building:  char- 
woman, $6.35;  porter,  $9.06;  freight 
elevator  operator,  $14.09.  No,  these 
are  not  daily  rates  for  some  new, 
shortened  workday;  they  are  rates 
per  hour.  Thus,  the  bright  young 
MBA  who  is  not  tapped  for  a  cor- 
porate training  program  can  always 
hope  to  get  a  job  running  a  freight 
elevator;  even  if  he  takes  four  weeks' 
vacation  he  would  still  make  over 
$27,000  for  a  year  of  40-hour  weeks— 
considerably  more  than  the  starting 
pay  for  MBAs  even  from  the  most 
prestigious  schools. 

Cheap  Mortgage  Money 

Good  news  for  homeowners  and 
prospective  buyers!  A  recent  Califor- 
nia Supreme  Court  decision  holds 
that  lenders  may  not  automatically 
force  homebuyers  to  take  out  a  new 
mortgage  at  a  higher  rate.  A  buyer 
can,  instead,  assume  the  seller's  old 
mortgage  at  the  old  interest  rate  un- 
der a  so-called  land  installment  con- 
tract. There's  a  complication,  though: 
The  seller  could  be  held  responsible 
if  the  buyer  defaulted  on  his  pay- 
ments, since  the  property  remains  in 
the  seller's  name.  But  a  standardized 
contract  has  been  developed  to  pro- 
tect the  seller  against  a  defaulting 
buyer.  Enough  old  mortgages  are  out- 
standing so  that  some  careful  home- 
buyers  will  be  able  to  come  up  with 
6%  or  7%  financing. 


Black  And  Blue 

Motorists  will  soon  be  hearing  that 
the  chemical  property— hydrophilicity 
—of  a  cross-country  skier's  climbing 
waxes  may  revolutionize  the  snow  tire 
industry.  Instead  of  hydrophobic  car- 
bon black  traditionally  used  in  vul- 
canized tread  mixtures,  innovator 
Metzeler  AG,  a  subsidiary  of  Bayer 
Chemical  Co.,  has  concocted  a  hydro- 
philic,  silicon-tread  compound  that 
gives  its  standard-tread  tires  better 
traction  than  normal  snow  tires.  The 
new,  blue-treaded  tires  perform  as 
well  on  ice  and  snow  as  their  stud- 
ded counterparts— which  may  soon  be 
banned  entirely— and  come  in  two  va- 
rieties. One  is  best  suited  for  general 
winter  driving,  the  other  for  severe 
mountain  conditions. 

Shiftless  Bike 

Some  three  and  a  half  decades  af- 
ter the  introduction  of  the  first  auto- 
matic transmission  for  automobiles,  a 
new  western  company— Crosby  Indus- 
tries of  Provo,  Utah— has  come  up 
with  an  automatic  bicycle  transmis- 
sion. The  transmission,  which  has 
no  cables,  shift  levers  or  derailleur 
mechanism,  is  entirely  contained  in 
the  hub  of  the  rear  wheel.  Would-be 
users  need  not  discard  their  old  bikes 
to  enjoy  the  new  transmission;  a  con- 
version kit  costs  $30  to  $40.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  Q  1  year  $15.00 
□  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


You  can  plan 
an  entire 
business 
meeting 

with  just  one 
phone  call 

to  Eastern. 


Instead  of  making  a  lot  of 
calls  to  plan  your  next 
business  meeting  you  can 
make  just  one,  to  Eastern. 

Eastern  has  trained 
professionals  linked  to  a 
computerized  network  of 
over  2, 400  quality  hotels 
and  resorts.  We'll  help 
you  choose  the  one  that's 
right  for  you. 

We'll  fly  you  there, 
rent  your  hotel  rooms  and 
cars  for  you,  and  set  up 
your  conference  room 
down  to  the  coffee  and 
danish.  We  can  get  the 
audio- visual  equipment  you 
need  and  even  plan  special 
functions  such  as  golf  and 
tennis  tournaments  for  you. 

We  can  do  all  this  for 
you  no  matter  how  big  or 
small  your  group  is. 

You  gotta  believe! 

The  people  of  Eastern 
are  doing  everything  they 
can  to  make  your  next 
business  meeting  a 
successful  one. 

For  more  information, 
call  your  local  Eastern 
reservations  office  and  ask 
for  our  meeting  planning 
service. 

^   EASTERN 

THE  WINGS  OF  MAN 


"THE  WING!  -IGISTERED  SERVICE  MARK  OF  EASTERN  AIR  LINES.  INC 
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When  it  comes  to 
"Wall  Street  insurance," 

nobody  knows  the 

way  around  as 
well  as  we  do. 


Around  financial  cir- 
cles. Around  brokerage 
firms.  Around  commercial  in- 
surance in  all  its  complexities. 

The  fact  is,  nobody  else  has 
more  experience  in  this  area 
because  nobody  else  handles 
more  financial  accounts  than 
we  do. 

And  we're  ready  and  wait- 
ing to  offer  you  all  the  benefits 


of  this  experience. 

We  got  this  way  by  being 
very  thorough  and  very  com- 
petitive. Since  we  do  so  much 
business  with  insurance  un- 
derwriters, we  know  where  to 
look  for  the  best  possible 
coverage  at  the  most  reason- 


able cost.  And  once 
a  policy  is  written,  that's 
not  the  end  of  it:  We  review  it 
regularly,  always  making  cer- 
tain that  you're  getting  the 
best  value  in  terms  of  cover- 
age and  service. 

That's  how  we  do  things  at 
Marsh  &  McLennan.  We  fig- 
ure what's  good  for  your  busi- 
ness is  good  for  our  business. 


marsh  &  Mclennan 

The  Knowledge  Broker 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


w. 


DEPRESSION  FEVER" 


New  York  City's  influential,  affluential,  liberated  Vil- 
lage Voice  reports  that  one  quarter  of  150  people  polled 
"look  forward  to  [a  depression]  as  some  kind  of  perverse 
attraction"  and  Time  reports  that  many  have  "the  idea 
that  hard  times  will  be  a   character-building  experience 


for  a  soft  society.  .  .  .  social  psychologists  have  long  been 
aware  that  disasters  can  exert  a  strange  appeal  .  .  .  create 
a  sense  of  purpose  and  adventure." 

Let  us  hope  that  this  lunatic  mini-minority  of  masochists 
has  to  find  some  other  way  to  get  their  kicks. 


THE   PAN  AM -IRAN  DEAL 


projected  international  airline. 

The  alternative  is  Pan  Am's  likely  bankruptcy  or  an 
unlikely  sizable  Congressional  bail-out  appropriation.  Con- 
sidering the  situation,  the  arrangement  is  fortunate  from 
any  sensible  viewpoint. 

THEY- CERTAINLY  COULD   DO  WORSE 

There  has  been  talk  that  Hubert  Humphrey,  who  in 
January  became  chairman  of  the  Joint  Economic  Com- 
mittee, might  again  be  considered. 

Now  that  would  be  a  wonderful  Happening  for  the 
Democratic  Party. 

There's  a  man  who  combines  heart  with  head,  and  the 
need  of  that  virtue  in  our  nation's  headman  is  timeless, 
and  for  too  many  years  has  been  too  rare. 


is  all— I  repeat,  all— to  the  good. 

For  providing  300  million  desperately  needed  dollars 
to  Pan  Am,  Iran  gets  a  minor  13%  stock  option,  a  half- 
interest  in  Inter-Continental  Hotels  and,  most  importantly, 
first-rate  expertise  to  guide  the  development  of  its  own 


The  Democrats,  that  is.  Everyone's  commiserating  with 
the  near-dead  GOP,  but  it  seems  to  me  the  donkeys"  should 
come  in  for  a  little  sympathy.  They  feel,  with  recession 
worse,  that  almost  anybody  they  nominate  for  President 
could  win;  and  yet,  under  these  "sure  thing"  circumstances, 
presendy  they  ain't  got  nobody.  Or  perhaps  it  would  be 
better  to  say  they've  got  too  many  bodies  without  any 
of  the  Declared  candidates  standing  out  outstandingly. 


TWO  COUNTRIES   WITH   VERY    DIFFERENT  PROBLEMS 


Recent  visits  to  two  European  countries  reveal  sharply 
contrasting  problems  resulting  from  sharply  contrasting 
attitudes  of  their  people. 

Germany,  with  its  rate  of  inflation  far  less  than  our 
own  and  .others,  is  feeling  some  recession  pinch,  as  yet 
relatively  minor.  The  mark  is  in  such  high  demand  vis-a- 
vis the  dollar  that  prices  of  German  export  goods  are 
climbing  steadily  higher  than  competitive  U.S.  products. 
But  the  quality  of  German  things,  plus  German  efficiency 
and  high  technology,  makes  their  knowhow  and  their 
output  appealing  to  OPECers  seeking  both.  Deutschland's 


no  mecca,  though,  for  budget-conscious  tourists.  Even 
Paris  is  less  costly. 

Wee  Denmark,  on  the  other  hand,  is  suffering  what 
might  be  termed  a  crisis  of  schizophrenia.  In  the  van- 
guard of  much-touted  Scandinavian  socialism,  Danish 
government  cradle-to-grave  guarantees  and  services  re- 
sult in  such  confiscatory  income  taxes  that  workers  are 
nearly  as  well  off  not  working.  Their  recession  is  com- 
pounding a  dilemma  long  in  the  making. 

The  Danes  don't  want  to,  or  no  longer  can,  pay  for  all 
they  have  mandated  their  government  to  give  them. 
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WHERE  THERE'S  A  WILL 

there's  a  way  to  leave  what  you've  left  after  death  to  like  what   you   might  have   wanted.    Statistics    indicate, 

whom  and  how  you  want.  though,  that  so  many  who  should  know  better  still  don't 

When  there's  no  will,  the  law  provides  the  way,  and  make  a  will.  What  costly  foolishness. 
the  odds  are  the  results  will  be  expensive  and  quite  un-  Have  you? 


COVERING  THE  ENERGY  NEED 

The  New  Yorker's  covers  and  cartoons  so  of- 
ten say  it  so  much  much  better  than  the 
rest  of  us— e.g.,  this  while-ago  bit  of  whimsy 
on  the  energy  crisis  makes  a  point  and 
packs  a  wallop  far  beyond  its  wistful  artistry. 


THE 


/  I 


MOST  AMERICANS   SUFFER   FROM  ASSOCIATIONITIS 


From  womb  to  tomb  and  before  and  after,  there's  just 
no  way  Americans  can  avoid  being  members  of  multiple 
groups,    groupings,    clubs,    leagues,    associations,    antifor- 
mations,  pro-formations— lumping  together  for  or  against, 
or    to    do   or    not    to    have    done,    something    or    other. 
Help  preserve  wildlife— throw  a  party  tonight. 
You  look  like  a  million  dollars- 
all  green  and  wrinkled. 
Everything  comes  to  those  who  wait- 
on  themselves. 
I  have  a  responsible  job— no  matter  what  goes 
wrong  they  all  say  I'm  responsible. 

"WAR  A 

Some  years  ago  when  we  were  looking 
for  some  relatively  inexpensive  paintings  to 
furnish  the  Forbes  building,  I  was  at- 
tracted to  one  of  a  French  soldier,  color- 
fully attired  with  an  expression  of  tired 
boredom.  It  was  by  an  artist  named  Berne- 
Bellecour,  painted  just  after  the  Franco- 
Prussian  War;  the  figure  was  replete  with 
detail,  the  background  pastorally  peaceful. 

The  painting  intrigued  me  for  several 
reasons.  That  1870  War  was  a  disaster 
for  the  France  of  the  Third  Empire,  end- 
ing it.  At  the  same  time  Prussia's  victory 
resulted  in  the  formation  of  Germany.  That  war,  over  100 
years  ago,  lead  directly  to  World  War  I  and  eventually  to 
our  generation's  war,  WW  II.  So  Berne-Bellecour's  can- 


The    latest    formation    that    we    have    been    asked    to 

join— by    a    Dayton,    Ohio    man,    John    D.    Yeck— is    the 

Let's  Have  Better  Mottoes  Association,  Inc.  Here  are  some 

great  samples. 

Sounds  like  an  outfit  worth  joining,  doesn't  it. 

Help  fight  crime— don't  elect  anybody. 

You're  a  friend  I  can  depend  upon— to  be 
around  when  you  need  me. 

If  at  first  you  don't  succeed- 
so  much  for  skydiving. 

Ill  own  this  place  some  day— if  they  keep  giving 
me  the  business. 

LA  MODE" 

vas  dealt  with  a  moment  of  history  that 
was  to  have  personal  impact  for  this  one- 
time sergeant  of  a  heavy  machine-gun  sec- 
tion in  the  Second  World  War.  And  it  has 
a  flavor  so  totally  unlike  the  muddy,  wet, 
impersonalized  gore  of  the  huge  conflicts 
that  ensued.  (Bill  Mauldin's  cartoons  de- 
picted our  war  to  a  tee. ) 

Over  time  we  added  more  Berne-Belle- 
cour  and  other  equally  adept  portrayers  of 
that     last     old-fashioned     conflict— Meisso- 
nier,  Detaille  and  de  Neuville— until  even- 
tually it  developed  we  had  a  "Collection" 
that's  now  on  display  at  The  New  York  Cultural  Cen- 
ter and  is  soon  scheduled  to  be  shown  at  Amherst  Col- 
lege (see  Side  Lines,  p.  6). 


REAL  RICHES 

are  measured  in  one's  degree  of  freedom— freedom  to  do      to  be.   Having  money  helps  one  to  be  free,   bul    not    if 
or  not   to  do,   to  think  or  not   to   think,  to  be   or   not       getting  it  costs  more  than  what  one  wants  it  for. 


THE  DUMBEST  PEOPLE 

I  know  are  those  who  Know  It  All. 
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WHOEVER  COINED  THE  PHRASi; 

"smart  ass"  has  got  to  be  at  least  half  right. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


The  Rancher's  Problem 

Livestock  are  animals  that  are  bred 
and  raised  in  the  western  states  to 
keep  the  producer  broke  and  the 
buyer  crazy.  Livestock  are  born  in 
the  spring,  mortgaged  in  the  summer, 
pastured  in  the  fall,  and  given  away 
in  the  winter.  They  vary  in  size,  color 
and  weight.  The  man  who  can  guess 
nearest  the  weight  is  called  a  livestock 
buyer  by  the  public,  a  robber  by 
the  rancher,  and  a  poor  businessman 
by  his  banker.  The  price  of  livestock 
is  determined  by  consumers  and  goes 
up  after  you  have  sold  and  down  af- 
ter you  have  bought. 

—Rangeman's  Journal. 

Is  Heart  Think  Non-Think? 

The  businessman,  if  he  operates 
on  erroneous  theory,  goes  bankrupt. 
He  cannot  escape  the  actual  results 
of  his  decisions.  The  marketplace  dis- 
ciplines him.  There  has  been  virtually 
no  such  restraining  force  upon  most 
of  the  vocations  which  actually  mold 
and  alter  public  opinion.  The  pro- 
fessor, the  clergyman,  the  news  ana- 
lyst, the  politician,  the  columnist,  the 
playwright,  the  people  in  the  enter- 
tainment industry,  all  operate  in  cir- 
cumstances in  which,  if  they  are  mis- 


taken, they  can  nevertheless  go  on 
eternally  espousing  erroneous  theory 
without  ever  being  called  to  account 
for  the  effectiveness  of  that  which 
they  promote.  Unfortunately,  a  very 
large  portion  of  them  have  been  think- 
ing with  the  heart.  Now,  it  is  alto- 
gether impossible  to  pump  blood  with 
your  brains— I  don't  care  how  hard 
you  try.  It  is  equally  impossible  to 
think  with  the  heart,  but  that  is 
what  has  been  going  on  for  a  long 
time,  and  we  are  now  looking  at  the 
shambles  that  has  resulted  from  well- 
intentioned  non-thought. 

—Dr.  John  A.  Howard, 
President,  Rockford  College. 

Visiting  China's  Museums 

When  we  were  shown  round  one  of 
the  buildings  of  the  past,  two  conclu- 
sions were  always  drawn  by  our 
guide:  first,  this  building  shows  the 
skill  and  determination  of  the  Chi- 
nese workers  at  an  early  date;  sec- 
ondly, it  shows  the  oppression  of  the 
Emperor/ landlord,  for  the  money 
spent  here  would  have  bought  rice 
for  16,000  people  for  a  year.  One 
could  not  help  thinking,  yes,  but  with- 
out that  oppressive  Emperor/ land- 
lord, what  would  there  be  to  show  us 
today?  To  which,  no  doubt,  the  Chi- 


nese would  reply  with  the  virtually  un- 
impeachable doctrine  that  people 
come  before  art.  But  are  not  some 
sacrifices  justified  on  behalf  of  culture 
as  well  as  agriculture? 

—The  Connoisseur  magazine. 

New  Work  Break? 

SUVA,  FIJI-Gold  miners  here  are 
seeking  a  30-minute  midday  sex 
break  in  addition  to  the  normal  lunch 
period.  The  miners  believe  this  is  the 
best  time  for  sex,  their  union  secre- 
tary, Navita  Raqona,  said  today. 

Raqona  said  a  man  has  a  sexual 
obligation  to  his  wife,  and  if  he  goes 
home  exhausted  at  5  p.m.  he  cannot 
fulfill  it.  After  lunch  and  a  short 
rest,  a  man  is  in  prime  mental  and 
physical  condition  to  meet  his  sexual 
obligations,  Raqona  said. 

The  union  proposes  to  limit  the  sex 
break  to  married  men.  What  Raqona 
termed  "alternative  arrangements" 
would  have  to  be  made  to  compen- 
sate bachelors.  "We  don't  want  to 
overdo  this,"  he  said. 

—Reuters. 

Beginning  at  the  Beginning 

Some  of  these  people  setting  out  to 
clean  up  the  world  ought  to  start  off 
by  taking  a  bath.  —Will  Durant. 


INACTION  WOULD  BE  THE  BEST  ACTION 

by  M.S.  Forbes  Jr. 


Arthur  Burns  was  being  emi- 
nently sensible  and  sound  when  he 
recently  told  Congress  that  the  Fed 
wouldn't  be  increasing  the  money 
supply  as  fast  or  as  much  as 
some  election-conscious  lawmakers 
would  like. 

The  economy  will  be  getting 
enough,  perhaps  more  than 
enough,  stimulation  from  the  tax 
cut  and  from  those  huge  budget- 
ary deficits.  More  of  the  same  will 
bev-laying  groundwork  for  more  in- 
flation—and another  recession. 

What  the  economy  now  needs 
most  is  a  return  of  confidence. 
Sounds  corny,  but  it's  true. 

The  rise  in  the  rate  of  dispos- 
able income  that  people  are  pres- 
ently socking  away  and  the  ex- 
traotdinary  inflows  into  the  savings 
banks  are  powerful  evidence  that 
most  consumers  still  have  money 
to  spend. 

The  economy  has  considerable 
recuperative  powers  of  its  own. 
The  trouble,  of  course,  is  that  the 
recovery  may  not  be  as  quick  as 


politicos  would  like;  there  is  the 
usually  overwhelming  temptation 
to  apply  the  quick  fix,  to  overdo 
the  hypo. 

That's  just  what  happened  in 
1971-72.  After  the  1970  recession, 
the  Nixon  Administration  applied 
the  traditional  stimuli,  but  the 
economy  didn't  respond  to  the 
script.  As  a  result,  the  White  House 
and  the  Federal  Reserve  worked 
overtime  shoveling  out  the  money. 

They  overdid  it  and  we're  pay- 
ing the  price  for  it  today.  That  ex- 
tra-easy money  is  the  major  rea- 
son why  the  banks  got  involved  so 
heavily  with  real  estate— they  were 
brimming  with  bucks  and  they  had 
to  lend  it  to  someone.  That's  also 
the  reason  why  consumer  loans 
rose  as  they  never  did  before. 

Why  didn't  the  1971  economy 
behave  the  way  economists  said  it 
should  have? 

The  answer  is  psychological. 
During  the  1960s  economists  could 
seriously  debate  as  to  whether  or 
not  we  could  possibly  have  anoth- 


er recession.  Rapid,  compounded 
quarterly  growth  became  the  yard- 
stick to  measure  companies  by.  In- 
flation was  good  for  the  stock  mar- 
ket. Debt  was  a  sign  of  enlight- 
ened management. 

Then  came  1970.  Debt  sudden- 
ly became  a  burden.  Payrolls  were 
cut.  For  many,  survival  became 
the  goal. 

Naturally,  it  took  some  time  for 
the  shock  of  it  all  to  wear  off. 

Today,  everyone  is  again  striv- 
ing for  liquidity.  But  by  year's  end 
the  bottom  should  be  reached. 
Consumers  and  businesses  will  re- 
cover their  nerve.  The  economy 
will  then  be  perking  again. 

Arthur  Burns  wants  to  avoid  a 
repetition  of  1971-72.  He  wants  a 
genuine  recovery. 

We'll  have  one  if  Congress  can 
avoid  taking  too  seriously  its  own 
cries  for  doing  something  more. 
Congressional  inaction— except  on 
the  gas  tax— would  be  the  best 
tonic  for  confidence  and  recovery 
at  this  point  in  time. 
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The  town  of  Harrisonville, 
Issouri  looks  very  much  like  it  did 

100  years  ago. 


That's  progress. 


Among  the  many  charms  of  a  lot  of  smaller  communities  are  their 
roots  in  the  past. 

The  people  of  Harrisonville,  Missouri  recognize  exactly  what  their 
community  offers.  So,  instead  of  trying  to  change  the  town,  they're 
working  to  restore  it. 

United  Telephone  is  helping. 

We  have  a  big  stake  in  towns  like  Harrisonville.  It's  one  of  more  than 
2,900  communities  we  serve  in  21  states  — over  3  million  telephones  in  all. 
Most  of  our  communities  are  rural  or  suburban.  None  has  more  than 
60,000  in  population. 

But  these  are  precisely  the  areas  in  which  future  growth  lies. 

The  United  Telephone  System  is  owned  and  operated  by  United 
Telecom.  For  a  copy  of  our  annual  report  please  write  on  your  letterhead 
to  P.O.  Box  11315,  Plaza  Station,  K.C.,  Mo.  64112. 

United  Telecom  ■■■ 

United  Telecommunications,  Inc.  HUH 
We  operate  the  United  Telephone  System.  America  s  third  largest 

United  Telecom  Companies:  United  Telephone  System,  United  Computing  Systems,  North  Electric  Company 
New  York  Stock  Exchange  symbol:  UT  Newspaper  listing-  UniTel 


If  we  can  cope  with  the  historical  bugaboo  of  the  forest  products 
industry,  "cyclically"  (primarily,  the  demand-oriented  ups  and  downs  of 
the  building  materials  business;  secondarily,  the  supply-oriented 
fluctuations  of  the  paper  business).  Here's  how  we  plan  to  do  just  that. 


Strategy  Number  1. 

Maintain  our  relatively  equal 
balance  between  our  building 
materials  and  paper  businesses  by 
investing  approximately  equal  shares 
of  our  5-year,  (1974-1978,) 
$1.1  billion  capital  program  in  each. 

Rationale. 

1.  This  balance  gives  us  a  source 
of  strength  under  almost  all  conditions 
because,  historically  at  least,  the 
building  materials  and  paper 
businesses  have  seldom  lagged  at  the 
same  time.  Either  both  are  strong,  or 
one  is. 

2.  Demand  for  paper  products 
increases  quite  consistently  with  the 
growth  of  the  general  economy.  It's 
excess  supply  that  depresses  earning 
power,  and  there's  no  near  term 
prospect  for  that  because  the  paper 
industry  can't  add  capacity  fast  enough 
to  meet  demand. 

3.  Demand  for  building  materials, 
while  volatile  because  homebuilding 
activity  is  subject  to  the  cost  and 
supply  of  mortgage  money,  can  be 
expected  to  increase  long  term 
because  of  the  nation's  growing  need 
for  housing. 

4.  Both  businesses  depend  on  a 
renewable  resource  that  we  have  in 
good  supply.  Including  joint  ventures, 
we  own  2  million  acres  of  timberland 
and  have  long  term  harvesting  rights 
on  5  million  more. 

5.  Both  are  businesses  we  know 
well.  We've  been  in  them  profitably 
since  Boise  Cascade  was  first  formed 
back  in  1957. 

Strategy  Number  2. 

Maintain  our  present  balance 
between  our  primary  manufacturing 
and  converting/distributing  operations 
by  investing  27%  of  our  capital  dollars 
in  the  latter.  (Primary  manufacturing 
refers  to  our  wood  products  and  paper 
mills.  By  converting  operations,  we 
mean  businesses  like  manufactured 
housing  and  composite  cans  that 
convert  lumber  into  single  and  multi- 
family  homes  and  paper  into 
packaging.) 


Rationale. 

1.  Converting/distributing  busi- 
nesses offer  very  attractive  returns  on 
investment. 

2.  Converting/distributing  busi- 
nesses are  relatively  less  susceptible 
to  market  fluctuations,  owing  to  the 
range  of  products  and  the  diversity  of 
demand. 

3.  Our  converting  and  distributing 
operations  enable  us  to  add  to  the 
value  of  many  of  our  forest  products 
after  they  leave  our  mills.  For  example, 
when  one  of  our  mills  sells  lumber  to 
one  of  our  builder  service  centers  so  it 
can  make  and  sell  roof  trusses  to 
builders,  we  provide  an  additional 
service  and  earn  an  additional  profit. 

4.  Our  converting  operations  have 
a  ready  source  of  supply— our  primary 
manufacturing  operations. 

5.  While  our  converting  and 
distributing  operations  are  among  the 
leaders  in  their  respective  businesses, 
their  individual  market  shares  are 
small  so  they  have  ample  room  to 
grow. 

As  these  strategies  suggest,  we 
think  the  key  to  coping  with 
"cyclicality"  is  balance— between 
building  materials  and  paper  products 
on  the  one  hand,  between  primary 
manufacturing  and  converting/ 
distributing  on  the  other.  The  fact  that 
we're  already  well-balanced  on  both 
counts  means  we  start  from  a  good 
position. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report 
and  statistical  supplement,  c/o  Boise 
Cascade  Corporation,  Communi- 
cations Dept.,  One  Jefferson  Square, 
Boise,  Idaho  83728.  For  a  more 
dispassionate  view,  call  your  broker. 


Boise  Cascade 
Corporation 
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If  we  plan  the  trip  right, 

well  arriveStAe  Oe<&cTconomy 

before  the  country  runs  out  of  gas. 


America  could 
reach  the  Electric  Economy 
within  the  next  15  years. 
By  1990.  Certainly,  by  the 
year  2000.  It's  out  there.  No 
question  about  it.  Because 
there's  no  choice  about  it. 

The  fact  is  that  if  America's 
energy-based  economy 
goes  on  using  oil  and  natural 
gas  the  same  old  ways,  we'll 
run  out. 

But  utilities  can  use  other 
fuels  to  generate  electricity. 
Then,  electricity  can  do  many 
of  the  jobs  that  oil  and  gas  are 
doing  today,  leaving  more 
oil  and  gas  for  the  essential 
tasks  they  must  perform. 
^  In  short,  we  see  an  Electric 
Economy  that  can  run  just 
about  everything  that  runs. 
From  cars  and  trucks  and 
trains  to  ovens  and 
furnaces  and  factories. 

And  we're  not  just 
seeing,  we're  doing. 

We're  committed  to 
the  research  and 
development  of  nuclear 
breeder  reactors, 
nuclear  fusion,  and 
solar  energy. 


And 
we're  working  on 
the  shorter  term  as  well. 

Coal's  the  fuel  for  today. 
More  than  80  percent  of  The 
Southern  Company  system  is 
powered  by  it.  But  some  coal 
is  a  problem  for  the 
environment,  and  that's  a 
problem  for  us. 

That's  why  we're  in  the 
midst  of  studying  and  testing 
three  separate,  competing 
flue  gas  cleanup  systems. 
One  American,  another  West 
German,  the  third  Japanese. 
At  some  power  plants,  such 
systems,  known  as  scrubbers, 
will  assure  our  commitment 
to  clean  air. 

At  the  same  time,  with  the 


cooperation 

of  America's  entire 

electric  utility  industry,  we're 

pioneering  in  solvent  refining, 

a  process  that  removes 

pollutants  from  coal  before  it's 

burned  in  a  power  plant. 

When  proven  commercially 
and  financially  practical, 
solvent  refining  will  be  a  good 
way  for  us  to  meet  our 
environmental  goals  while 
utilizing  our  most  abundant 
energy  resource  —  coal. 

We're  doing  what  we  have 
to  do,  to  get  to  where  we 
have  to  go. 

The  Southern  Company: 
Alabama  Power  Company, 
Georgia  Power  Company, 
Gulf  Power  Company 
Mississippi  Power  Company, 
Southern  Services,  Inc. 

The 

Southern 

Company 

Perimeter  Center  East 
Atlanta,  Georgia  30346 


3  competing  flue  gas  cleanup  systems  under  study  in  north  Florida. 
1.  Japanese   2.  West  German  3.  American 


The  Congressmen  and  critics  who 
are  howling  for  the  oil  industry's  scalp 
over  what  they  term  its  "obscene 
profits"  last  year  will  soon  lose  their 
prize  target.  The  profit  spigot  has  al- 
ready been  turned  off.  Big  Oil  will 
probably  be  no  more  profitable  this 
year  than  it  was  in  1972— which 
means  a  return  on  capital  below  U.S. 
industry  average  for  a  while. 

Oil  earnings  of  the  big  five  inter- 
nationals—Exxon, Gulf,  Mobil,  Stan- 
dard Oil  of  California  and  Texaco— 
may  be  cut  in  half  from  $8  billion 
to  $4  billion.  And  earnings  of  the  ten 
major  domestic  companies  stand  to 
be  down  at  least  20%,  from  $3.4  bil- 
lion to  under  $3  billion. 

Such  profit  spills  are  preordained, 
even  if  Congress  reverses  itself  and 
continues  the  22%  oil  depletion  al- 
lowance. An  end  of  the  allowance, 
especially  if  it's  retroactive  to  Jan.  1, 
will  add  to  the  majors'  problem  but 
it  will  devastate  the  earnings  of  such 
independent  companies  as  Getty  and 
Marathon,  which  depend  on  crude  oil 
for  much  of  their  profits. 

It's  easy  to  see  why  the  domestic 
companies  will  be  hurting.  The  reces- 
sion, somewhat  lower  gasoline  prices 
and  lower  petrochemical  prices  will 
take  their  toll  this  year. 

Less  Margin 

The  reason  behind  the  internation- 
al collapse  is  spelled  OPEC.  It  seems 
that  the  Organization  of  Petroleum  Ex- 
porting Countries,  the  oil-producing 
cartel  that  quadrupled  oil  prices,  has 
a  new  profit  formula  that  looks  like 
a  no-profit  formula  for  oil  companies. 

Last  year,  the  Big  Five  oil  compa- 
nies earned  something  like  $5.5  bil-  ■ 
lion  of  their  $8-billion  profits  overseas. 
By  now,  everybody  knows  how  they 
managed  that.  Every  time  the  Arabs 
raised  the  oil  price,  the  internationals 
passed  on  the  increase— in  the  process 
making  huge  profits  on  their  vast  in- 
ventories. Up  went  gas  prices,  oil 
profits— and  screams  of  protest.  Pow- 
erful men  like  George  Meany  and 
Senator  Adlai  Stevenson  III  (Dem., 
111.)  urged  that  the  internationals 
either  be*  disbanded  or  nationalized. 

Such  sentiments  are  picking  up 
support,  partly  because  few  people 
but  the  oil  companies  realize  that  the 
bonanza  is  looking  like  a  bust. 

OPEC  first  moved  last  November 
by  dropping  oil  prices  and  upping  its 
take.  It  left  oil  companies  earning 
about  20  cents  a  barrel  on  their  oil, 
compared  to  between  $1.00  and  $1.25 
a  barrel  that  the  oil  companies  av- 
eraged for  all  of  1974. 

The  real  blow  is  landing  this  year. 
The  Saudis  are  negotiating  final  terms 
of  increased  participation  that  will 
surely  be  a  model  for  others.  Here's 
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Oil's 

Big 

Spill 


Last  year  oil's 
profits  looked  X-rated. 
But  this  year's 
showing  won't  even  rate 
Parental  Guidance. 


what  the  deal  looks  like: 

First,  the  internationals  will  only 
be  permitted  to  clear  a  "fee,"  less 
than  the  20  cents  they  now  earn.  In 
addition,  the  "fee"  will  be  restricted  to 
fewer  barrels  than  the  internationals 
now  control. 

Nor  can  the  internationals  hope  to 
recoup  in  overseas  refining  or  gas  re- 
tailing. Overseas  refining  and  market- 
ing is  a  rotten  business,  at  best.  In- 
deed, Vice  Chairman  Herman  J. 
Schmidt  notes  that  Mobil  lost  money 
on  refining  and  marketing  last  year. 
Petrochemicals  were  profitable. 

Now  it  is  the  oil  industry's  turn  to 
howl  about  its  profits.  President 
Thornton  F.  Bradshaw  of  $7-billion 
Atlantic  Bichfield  told  Forbes  Staff 
Writer  Robert  Nash:  "I  don't  see  how 
any  oil  company  can  forecast  this 
year's  cash  flow.  For  the  first  time  I 
can  remember,  at  this  late  date  we 
haven't  even  submitted  a  budget  to 
our  board  of  directors.  We  know  our 
foreign  earnings  will  be  down  by  per- 
haps $100  million.  .  .  .  But  we  don't 
know  what  Congress  is  going  to  do." 

Less  Looking 

Adds  Schmidt:  "This  year  we  have 
built-in  controls  in  our  budget  so  we 
won't  get  too  far  until  we  know  what 
the  climate's  going  to  be."  Also,  two 
internationals  told  Forbes  privately 
that  their  companies  are  deferring  all 
possible  spending  because  of  that 
same  uncertainty. 

And  Gulf  Oil's  Chairman  Bob  R. 
Dorsey  says:  "If  we  are  denied  the 
benefit  of  the  depletion  allowance— 
an  estimated  $100  million  to  $110 
million  during  1975— we  won't  have 
that  money  to  invest  in  searching  for 
new  oil  and  gas."  Is  this  mere  special 
pleading?  Probably  not.  It  would  be 
just  about  impossible  to  raise  on  the 
financial  markets  the  billions  needed 
to  reduce  OPEC's  stranglehold  by  in- 
creasing domestic  supplies. 

Depending  on  accounting,  how- 
ever, the  overall  profit  decline  may 
not  show  up  until  summer. 

Big  Oil's  next  hurdle  will  be  to  con- 
vince a  hostile  public  that  times 
have  changed.  It  will  be  a  tough  sell- 
to  say  the  least.  You  can  be  sure  that 
some  critics  will  accuse  the  industry 
of  hiding  profits.  Others  will  simply 
ignore  the  numbers  and  continue  to 
shout  antibusiness  slogans. 

Admittedly,  this  is  not  a  very  prom- 
ising atmosphere  in  which  to  ask  for 
sympathy  for  this  industry,  last  year's 
favorite  whipping  boy.  But  if  as  a  na- 
tion we  are  serious  about  achieving  a 
higher  degree  of  energy  self-sufficien- 
cy we  will  not— for  all  the  loose  talk 
about  a  government  oil  company- 
get  there  unless  we  encourage  the 
flow  of  capital  to  the  oil  industry.   ■ 
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As  I  See  It 

How  Is  Business 
Different  From  Sex? 


A  Talk  With 
Philosopher  Robert  Nozick 


An  unlikely  team:  Robert  V.  Roosa 
of  Brown  Brothers,  Harriman  &  Co.; 
Leonard  Woodcock  of  the  United 
Auto  Workers;  Wassily  Leontief,  No- 
bel prize  economist.  A  Wall  Streeter, 
a  labor  leader,  a  left-leaning  econo- 
mist. Actually,  however,  these  dis- 
parate personalities  are  only  inches 
apart  on  certain  basics.  For  example, 
in  agreeing  recently  that  what  this 
country  needs  is  a  new  Office  of  Na- 
tional Economic  Planning.  In  favor- 
ing more  bureaucracy  and  interven- 
tion, not  less.  In  accepting  the  wis- 
dom of  John  Maynard  Keynes  and 
Walter  Lippmann.  When  wisdom  is 
this  conventional— after  all,  the  wel- 
fare state  has  caused  about  as  many 
problems  as  it  has  solved— we  wonder 
what  is  being  left  unsaid. 

Is  there  no  philosophically  respect- 
able spokesman  for  free  enterprise  as 
against  "planning"?  (We  are  not  here 
speaking  of  politicians  or  novelists.) 
Is  there  no  one  to  defend  capitalism, 
not  just  in  terms  of  efficiency  but  in 
moral  terms?  There  is,  and,  surpris- 
ingly, he  is  a  youngish  member  of 
the  faculty  at  Harvard  University. 
Robert    Nozick,    36,    is    professor   of 


philosophy  there,  one  of  the  school's 
most   graceful    and    gifted    intellects. 

Nozick  stakes  out  an  extreme  lib- 
ertarian position,  from  which  he  is 
tough  on  "liberals."  Why  is  free  sex 
good,  he  asks,  and  free  enterprise 
bad?  Why  divvy  up  wealth  through 
taxation  and  not  good-looks  through 
free  plastic  surgery?  Nozick's  elegant 
arguments  about  conundrums  like 
these  won  his  book,  Anarchy,  State, 
and  Utopia  (Basic  Books,  $12.95) 
excited  attention  from  philosophers 
even  before  publication.  It's  nothing 
less  than  a  challenge  to  a  central  fea- 
ture of  the  moral  landscape:  the  state 
as  everybody's  mother  and  father. 

Listen  to  critic  Peter  Singer  in  the 
leftish  New  York  Review  of  Books 
on  Nozick:  "Political  philosophers 
have  tended  to  assume  without  ar- 
gument that  justice  demands  an  ex- 
tensive redistribution  of  wealth  in  the 
direction  of  equality.  .  .  .  These  as- 
sumptions may  be  correct,  but  after 
Anarchy,  State,  and  Utopia,  they  will 
need  to  be  defended  and  argued  in- 
stead of  being  taken  for  granted." 

We  traveled  to  Cambridge  for  a  chat 
with  the  academic  bomb-thrower. 


How  is  it  that  you  can  stir  up  a 
ruckus  with  a  book  whose  first  sen- 
tence is  nothing  stronger  than:  "In- 
dividuals have  rights  and  there  are 
certain  things  no  person  nor  group 
may  do  to  them  [without  violating 
their  rights]."? 

Nozick:  Yes.  Well  the  central  theme 
of  the  book  was:  What  activities  of 
the  state  are  legitimate?  The  two  ma- 
jor areas  that  I  really  am  quite  criti- 
cal about  are  redistributive  activities 
of  the  state  and  paternalistic  activi- 
ties, where  people  are  forbidden  activ- 
ities for  their  own  good;  not  to  help 
others,  but  for  their  own  good. 

The  government,  in  your  argu- 
ment, hasn't  the  right  to  tax  the  rich 
to  help  the  poor,  and  it'  hasn't  the 
right  to  forbid  people  to  abuse  them- 
selves, either.  But  this  rules  out  the 
progressive  income  tax,  welfare  op- 
erations, public  health  care,  com- 
pulsory social  security,  legislated 
equal  opportunity,  state-sponsored 
education,  God  knows  what  else.  Isn't 
this  carrying  moral   nirity  a  little  far? 


Aren't  you  a  callous  S.O.B.? 

Nozick:  Well,  people  do  have  that 
reaction.  But  I  do  believe  that  you 
should  aid  people  in  need.  I  would 
personally  do  it,  and  I  would  encour- 
age it.  But  I  don't  believe  the  state 
has  a  right  to  force  me  to  do  it,  or 
that  my  fellow  citizens,  if  they're  in 
the  majority,  have  a  right  to  vote  to 
force  me  to  do  it. 

But   there    is   a   hitch   here   some- 
where, isn't  there? 

Nozick:  Yes.  It's  a  consequence  of 
the  view  that  people  are  entitled  to 
what  they  earn.  The  consequence  is 
that  you  can't  just  ask  the  question: 
How  should  things  be  distributed?— 
and  then  describe  some  pattern  that 
will  fit,  like  everybody  having  equal 
shares  or  even  everyone  getting  things 
in  accordance  with  their  intelligence 
or  social  usefulness  or  even  their  mar- 
ginal product.  All  these  things  de- 
scribe various  sorts  of  patterns.  Peo- 
ple have  thought  that  the  task  of  a 
theory  of  justice  was  to  describe  the 


pattern  that  society  ought  to  fit,  so 
that  they  could  then  move  to  fit  it 
into  that  pattern. 

On  the  entitlement  theory  of  jus- 
tice, however,  there's  no  overall  pat- 
tern that  will  fit.  People  are  entitled 
to  what  they  have  if  they  got  it  in  a 
legitimate  way.  Then,  when  you  look 
at  what  people  have  in  society,  it's 
okay  if  each  person  is  entitled  to  what 
he  has.  There  won't  be  any  one  pat- 
tern running  through  society.  There 
needn't  be. 

The  kicker  is  whether  lliey  got  il  in 
a  legitimate  way,  though,  isn't  it? 

Nozick:  Right.  Then-  arc  some  prett) 
tough  questions  here,  too.  Let 
me  recall,  for  example,  that  the  most 
serious  intervention  in  the  free  labor 
market  in  the  United  States  was 
slavery.  We're  still  bearing  the  con 
sequences  of  that  in  serious  Fashion. 
I  think  reparations  may  be  in  order. 
And  Indians  are  another  problem. 

Have  you  always  been  so  det  otedly 
libertarian? 
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Nozick:  No,  not  at  all.  In  high 
school,  in  the  early  1950s,  I  joined 
the  youth  branch  of  Norman  Thomas' 
Socialist  Party.  I  was  convinced  by 
socialist  arguments  at  the  time.  At 
Columbia,  where  I  was  an  under- 
graduate, I  founded  a  socialist  group, 
the  local  chapter  of  it,  that  is:  the 
Student  League  for  Industrial  Democ- 
racy. It  lasted  until  1962,  when  its 
chapters  gathered  in  Port  Huron, 
Mich,  and  changed  their  name  to  Stu- 
dents for  a  Democratic  Society. 

I  was  a  social  democrat.  I  never 
actually  encountered  principled  argu- 
ments for  capitalism.  I  encountered 
arguments  that  said,  well,  there  will 
be  higher  productivity  under  capital- 
ism, which  I  think  is  true,  but  noth- 
ing that  spoke  to  certain  moral  con- 
cerns that  one  might  have  about 
whether  it  was  a  legitimate  system. 

Some  time  during  my  early  years  as 
a  graduate  student  at  Princeton,  I 
encountered  another  graduate  stu- 
dent who  set  me  onto  certain  sorts  of 
arguments  in  defense  of  capitalism. 
At  first,  I  thought:  "No,  those  argu- 
ments aren't  good  ones,"  but  they 
bothered  me.  I  thought  that  they 
couldn't  be  correct  and  I  set  out  to 
find  out  what  was  wrong  with  them. 
The  more  I  explored  the  arguments, 
the  more  convincing  they  looked.  For 
a  while,  I  thought:  "Well,  yes,  the 
arguments  are  right,  capitalism  is  the 
best  system,  but  only  bad  people 
would  think  so."  Then,  at  some  point, 
my  mind  and  heart  were  in  unison.        , 

This  still  goes  on.  The  fact  that 
most  people  haven't  heard  these  ar- 
guments is  the  really  interesting  thing. 
When  I  gave  a  course  on  socialism 
and  capitalism,  most  of  the  students 
—and  it's  quite  striking,  many  of  them 
are  children  of  people  in  influential 
positions— had  never  heard  principled 
arguments  in  defense  of  a  free-en- 
terprise system. 

There's  Hayek,  of  course,  and  Von 
Mises,  the  Austrian  school  generally, 
one  finds  a  lot  of  Chicago  School 
economists,  a  lot  of  people  discover 
such  things  through  the  novelist  Ayn 
Rand,  who  had  her  own  following.  .  .  . 

And  Robert  Heinlein,  the  science- 
fiction  writer,  for  kids.  .  .  . 

Nozick  :  But  certainly  there  were  no 
moral  arguments  that  had  caught  the 
attention  of  people  who  were  in  phi- 
losophy. The  economists  sometimes 
produced  principled  arguments,  but 
they  struck  people  as  being  narrowly 
economic.     They    didn't    often    talk 


about  people's  rights,  but  talked  just 
about  capitalism's  efficiency.  I  believe 
they  were  right  about  that,  but  it 
wasn't  enough.  People  would  say,  it 
may  be  more  efficient  but  it's  not  just. 
One  thing  I  say  in  the  book  is  that 
it  is  just. 

Well,  some  of  our  readers  will  be 
dancing  in  the  streets  tonight.  .  .  . 

Nozick:  Not  so  fast.  One  of  the  con- 
tributions of  radical  historians  has 
been  to  point  out  that  much  of  the 
legislation  of  the  progressive  era, 
though  introduced  under  a  patter  of 
being  antibusiness,  was  supported  by 
many  industries  and  by  leading  firms. 
These  firms  saw  these  laws  as  a  way 
of  protecting  themselves  against  com- 
petition and  new  entrants  into  the 
market.  I'm  against  government  sub- 
sidies to  industry— the  airlines,  for  ex- 
ample—protective tariffs,  that  sort  of 
thing,  as  well  as  against  regulation  of 
prices.  Business  people  are  not  op- 
posed to  government  interventions 
that  protect  them.  I  do  believe  in  the 
operation  of  competition  in  free  mar- 
kets and  hence  I  don't  want  these 
regulatory  bodies  to  help  them. 

But  why  are  businessmen  so  rela- 
tively resigned  to  planning  these  days? 

Nozick:  Business  people  may  be  mak- 
ing the  following  mistake:  They  look 
at  what  they're  doing  in  their  busi- 
ness. They  try  to  gain  as  much  infor- 
mation as  they  can.  Then  they  work 
out  the  proper  course  of  action  for 
the  market  situation  they're  facing. 

So  it's  quite  natural  for  them  to 
say:  "What  a  government  ought  to 
do  is  to  proceed  on  a  similar  pat- 
tern." They  know  that  success  often 
depends  on  having  special  informa- 
tion, or  playing  special  hunches.  The 
idea  that  there  will  be  some  central 
people  down  in  Washington  who  will 
really  have  enough  information  to 
know  what  to  do  is  really  implausi- 
ble. Part  of  what  a  market  system 
does  is  that  it  allows  us  to  benefit 
from  information  we  don't  have.  It's 
a  decentralized  system  and  all  sorts  of 
information  that's  known  only  locally 
gets  reflected  in  a  price  system  and 
taken  into  account  by  people  else- 
where who  don't  know  that  particu- 
lar information  but  can  see  how 
prices  change.  Government  might  get 
this  information  by  letting  the  price 
system  operate,  but  to  the  extent  that 
they  interfere  with  it,  they  interfere 
with   the   flow   of   information.    And 


that  means  that  they  won't  be  doing 
the  sort  of  planning  that  they  want 
to  do. 

Well,    what    do    you    recommend? 
Where  do  we  go  from  here? 

Nozick  :  Hah.  Socialist  theorists  used 
to  talk  quite  a  lot  about  the  "transi- 
tion to  socialism."  What  about  the 
"transition  to  freedom"?  I  wouldn't 
want  to  suddenly  abolish  all  of  the 
activities  that  I  think  are  illegitimate. 
Certain  expectations  have  been  built 
up  on  the  part  of  people.  Thinking 
about  the  transition,  in  fact,  is  some- 
thing that  hasn't  seemed  very  press- 
ing, since  so  few  people  seem  eager 
for  it.  But  I  believe  it's  practical  to 
move  there,  if  people  will  support  it. 
I  would  counsel  just  about  immediate 
lifting  of  all  the  paternalistic  legisla- 
tion that  there  is. 

What?  Like  the  pollution  laws? 

Nozick:  It  really  is  rather  ironic  that 
large  numbers  of  people  view  the  pol- 
lution problem  as  indicating  some 
defect  in  private  property,  whereas 
what  it  often  really  is,  is  that  the 
way  things  are  set  up,  we're  not  en- 
forcing certain  sets  of  property  rights 
—all  sorts  of  stuff  is  being  dumped  on 
my  property,  including  my  lungs,  and 
there  doesn't  seem  to  be  any  way  of 
enforcing  rights  not  to  have  that  hap- 
pen. I  describe  in  the  book  a  couple 
of  ways  that  might  be  done.  But  it 
means,  first  of  all,  that  people  should 
be  reacting  against  property,  but  in- 
stead, they  start  thinking  of  ways  to 
make  the  property  system  work  better. 

You  don't  sound  giddy  about  the 
prospects  for  this  happening. 

Nozick:  No,  I'm  pessimistic  about  the 
prospects  for  two  reasons.  In  the  short 
run,  I  think  a  lot  of  the  blame  for 
the  current  situation  is  going  to  be 
placed  on  the  operation  of  free  enter- 
prise. Inflation,  recession,  whatever- 
people  are  going  to  attribute  it  to 
capitalism,  and  that's  a  mistake.  I 
think  it  is  largely  the  result  of  certain 
illegitimate  government  activities,  but 
that's  a  complicated  argument.  The 
second  reason  is  that  I  think  most 
people  find  the  libertarian  position 
threatening,  partly  because  it  is  say- 
ing that  people's  lives  are  their  own 
to  live.  It's  not  government's  job  to 
make  you  live  correctly. 

Let   me   offer   you   another   exam- 
ple of  what  I  mean:  the  drug  laws. 
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As  I  See  It 


There  are  restrictions  on  the  use  of 
marijuana  and  harder  drugs,  whose 
motivation  is  to  save  people  from 
themselves.  People  really  have  a  right 
to  choose  their  own  form  of  life  and 
decide  what  they  want  to  do. 

Seat-belt  laws  are  in  this  category, 
anticyclamate  laws,  the  whole  range 
of  government  activities  which  are 
designed  to  tell  us  how  to  lead  our 
lives.  It's  actually  strange  that  people 
are  paying  a  rather  heavy  price  for 
lots  of  the  paternalistic  legislation. 

One  effect  of  the  drug  laws  is  to 
prohibit  a  free  market  in  them.  So 
they  cost  much  more,  and  many 
crimes  are  committed  in  order  to  get 
the  price— just  like  Prohibition.  It's  ex- 
traordinary, the  price  the  public  pays 
to  avoid  liberty. 

Do  you  think  the  public  will  buy 
what  you  believe? 

Nozick:  I  am  rather  pessimistic  about 
the  prospects  in  the  United  States  for 
what  I  advocate.  The  combination  of 
independence  that  includes  the  right 
to  acquire  things  seems  to  threaten 
just  about  everybody.  That  is,  there 
are  hippies,  who  would  favor  a 
large  amount  of  independence,  but 
apparently  not  the  right  to  acquire 
things,  and  then  there  are  those  who 
favor  the  right  to  acquire  things,  but 
apparently  not  the  independence 
to  do  a  whole  bunch  of  other  things 
—to  smoke  dope,  to  refuse  the  draft, 
to  refuse  to  pay  taxes  and  so  on.  Very 
few  people  favor  both. 

A  position  that  says,  "You  have  to 
allow  people  independence"  didn't 
particularly  threaten  people  at  the 
time  of  the  American  Revolution— but 
it  seems  to  today.  The  combination— 
the  right  to  acquire  things,  and  the 
right  to  behave  as  you  wish— seems 
to  threaten  just  about  everyone. 

The  first  thing  is  that  I  want  it  to 
be  a  free  world,  where  people  who 
disagree  with  me  can  all  lead  the 
sort  of  life  they  want  to  lead,  with- 
out interfering  in  other  people's  lives. 
I  don't  count  just  living  in  a  way 
that  other  people  would  prefer  that 
one  didn't  live  as  a  way  of  interfer- 
ing with  their  lives,  either.  They  may 
not  like  it,  but  they'll  have  to  put 
up  with  it.  The  trouble  with  social- 
ism is  that  it  prohibits  capitalist 
acts  between  consenting  adults.  I 
think  certain  people  have  a  hard  time 
explaining  why  it  is  legitimate  for 
the  government  to  intervene  in  ex- 
changes, but  not  legitimate  to  inter- 
vene in  the  sexual  realm.  ■ 


Vroom!  Vroom! 

What's  this?  A  North  American  car  company 
with  an  18%  profit  gain  last  year? 


•The  most  successful  automobile 
company  in  North  America  last  year 
was  Ford  Motor  of  Canada.  That  tf 
really  shouldn't  surprise  you.  Almost 
everything  prospered  in  Canada's 
booming  economy  last  year.  But  Ford 
superprospered. 

Take  a  look  at  the  Big  Three  in 
Canada.  General  Motors'  and  Chrys- 
ler's Canadian  subsidiaries  notched 
up  record  sales,  but  profits  were  an- 
other matter,  off  by  more  than  7.1% 
in  GM's  case.  And  Ford  Canada's? 
On  a  7.4%  increase  in  unit  sales,  its 
net  income  rose  18%,  to  $130.8  mil- 
lion (or  $18.60  a  share,  vs.  $15.77  in 
1973).  The  golden  19.8%  return  on 
shareholders'  equity  was  three  times 
better  than  what  parent  Ford  Motor 
achieved. 

What's  Ford  Canada's  edge?  It  ap- 
pears to  be  a  laconic,  46-year-old  ac- 
countant named  Roy  F.  Bennett,  who 
became  a  take-charge  chief  executive 
in  1971.  "Bennett  has  got  a  lot  of 
moxie  and  stands  up  to  Dearborn 
when  it  comes  to  making  decisions," 
says  a  former,  longtime  Ford  Can- 
ada executive. 

On  his  own  last  year  the  Canadian- 
born  Bennett  introduced  the  Bobcat, 
a  compact  counterpart  to  the  Pinto, 
for  the  Lincoln-Mercury  division.  En- 


couraged by  Bennett's   success,   U.S. 
Ford  added  the  Bobcat  this  year. 

Bennett  also  showed  moxie  when 
Dearborn  ordered  big  but  routine 
staff  cutbacks.  Bennett  balked,  point- 
ing to  his  sales  record.  That's  usually 
like  arguing  with  the  umpire.  But 
Bennett  won;  Dearborn  relented. 

Bennett's  biggest  coup,  however, 
was  on  the  thorny  issue  of  exhaust 
emission  standards.  Two  years  ago  he 
laughed  when  GM  sank  $200  million 
into  a  plant  near  Milwaukee  to  make 
catalytic  converters.  It  looked  like  the 
break  Bennett  needed.  He  figured 
Canada  would  have  less  stringent 
emission  controls  in  1975  than  the 
U.S.  After  some  persuading,  he  got 
Dearborn's  permission  to  market  cars 
in  Canada  without  the  catalysts, 
though  that  meant  changing  produc- 
tion schedules  in  20  Ford  plants. 

The  move  paid  off  big  for  a  couple 
of  reasons:  Ford  Canada's  1975  cars 
ran  on  any  fuel;  GM's  on  unleaded 
gas  only.  "Only  20%  of  Canadian  gas 
stations  had  unleaded  gas  when  the 
1975  models  came  out,"  says  Bennett, 
his  blue  eyes  twinkling.  "Only  30% 
will  have  it  this  summer." 

Bennett  didn't  let  buyers  forget 
that.  With  an  advertising  slogan  of 
"Any    pump  .  .  .  anywhere,"    he    hap- 
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Wheat's  Bushel  Of  Trouble 

The  nation's  wheat  farmers  tried 

to  hold  out  for  the  last  cent  of  price  rise  last  summer. 

The  result:  a  big  bust. 


- 


No  question  about  it.  Today's  Amer- 
ican farmer  is  no  country  boy  behind 
the  plow.  He  plays  a  big-business 
game— and  on  a  global  scale  at  that. 
But  then  again,  he's  no  international 
muscle  man  either.  Just  ask  the  na- 
tion's wheat  farmers.  They've  just 
been  whipsawed  for  the  second  time 
in  three  years. 

They  took  their  first  beating  over 
the  Russian  and  Red  Chinese  wheat 
deals  of  1972.  No  sooner  had  the 
farmers  sold  their  crop  to  the  grain 
companies  than  the  Nixon  Administra- 
tion announced  the  export  deals. 
Wheat  prices  soared,  but  the  grain 
exporters  got  all  the  profits. 

The  latest  debacle  is  of  their  own 
making.    This   past   harvest   year   the 


wheat  farmers  had  a  bright  idea:  For 
the  first  time  they  would  stick  togeth- 
er in  a  kind  of  wheatlands  OPEC.  The 
scheme  backfired.  Now  they  face  skid- 
ding prices,  growing  surpluses  and 
the  prospect  of  having  to  plow  tinder 
this  winter's  crop. 

"I'm  planted  fence  to  fence,"  gram 
bles  Earl  Abemathy,  looking  oul  ovei 
his  2,700  Oklahoma  acres  where  the 
winter  wheat  is  just  now  edging  np 
into  the  sunlight.  "The  reward  we 
face  for  doing  what  we  weie  asked 
to  help  feed  the  world-is  the  loss  rjj 
a  lot  of  money.  We're  very  disturbed." 

Wheat  Farmen  trace  theu  trouble! 

to  the  Government's  push  foi  export 
sales  after  1972.  The  Department  of 
Agriculture  removed  acreage  restric 
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A  smiling  car  salesman?  No.  Roy 
Bennett  at  46  is  boss  of  Ford  Canada 
and  a  hotshot  within  Ford's  world- 
wide empire.  An  accountant  turned 
marketing  man,  Bennett  revamped  the 
Pinto  to  create  the  Bobcat  and  last 
year  nosed  out  General  Motors  to  re- 
gain the  lead  in  small  cars  in  Canada. 

pily  watched  GM's  sales  stall,  par- 
ticularly in  rural  areas  where  it's  often 
a  60-mile  ride  (or  walk)  to  the  near- 
est unleaded  gas  pump. 

As  a  futher  advantage,  Bennett 
could  sell  his  nonconverted  cars 
cheaper  than  comparable  GM  models. 


GM  Canada  is  now  offering  cars 
with  and  without  catalytic  converters, 
but  clearly  Ford  and  Bennett  have 
the  advantage.  In  cars,  Ford  Canada 
claims  26%  of  the  market,  three  per- 
centage points  above  the  1974  mod- 
el year  and  much  of  it  taken  from 
GM.  In  trucks,  Ford  Canada  has  34.2 
vs.  31%  last  year. 

"Our  truck  market  has  been  phe- 
nomenal," says  Bennett  with  a  satis- 
fied smile.  "As  late  as  December  our 
truck  sales  nationally  were  still  up 
38%.  In  Alberta,  we  sold  more  trucks 
than  cars."  The  usual  U.S.  ratio  is 
four  cars  to  one  truck.  While  profit 
margins  are  no  greater  on  trucks, 
selling  a  lot  of  those  $20,000,  ten- 
wheel  monsters  does  help  profits. 

Even  rotten  1975  doesn't  seem  like- 
ly to  knock  Ford  off  the  road.  "At 
worst,  1975  will  be  our  second-  or 
third-best  year,"  says  Bennett.  "We've 
just  had  four  good  years  back  to  back. 
We're  in  a  much  stronger  position 
than  they  are  south  of  the  border." 

In  fact,  if  you  want  to  anger  Ben- 
nett, who  switched  from  finance  to 
marketing  before  landing  the  top  Ca- 
nadian spot,  just  mention  those  $200- 
to-$500  rebates  the  car  companies 
handed  customers  in  January  and 
February.  U.S.  sales  needed  the  boost. 
But  not  Canadian  sales. 

"I  opposed  them,"  growls  Bennett. 
"We  were  doing  fine  without  them." 
But  he  had  no  choice  but  to  give  the 
rebates.  He  couldn't  afford  to  annoy 
the  bulk  of  his  customers  who  watch 
U.S.  television  beamed  in  from  across 


the  border.  Still,  he  fumes  at  the 
pocketful  of  profits  he  gave  away  in 
$200-to-$500  chunks. 

On  the  basis  of  Bennett's  record  so 
far,  he  looks  like  a  comer  in  the  Ford 
empire.  As  boss  of  Ford's  oldest  sub- 
sidiary (87%  U.S.-owned)  and  Can- 
ada's largest  company,  with  subsidiar- 
ies of  its  own  in  Australia,  South 
Africa,  Singapore  and  New  Zealand, 
the  46-year-old  career  Ford  man  is 
showing  he  can  best  GM  head  on. 

When  Forbes  asked  Bennett  if  he 
thought  being  a  Canadian  would  stop 
him  from  getting  a  crack  at  the  top 
spot  in  Dearborn,  Bennett  diplomati- 
cally laughed  off  the  question.  But 
he  did  allow  that  as  a  multinational 
firm  Ford  isn't  hostile  to  foreigners. 

Tough  Problem  Ahead 

In  a  sense,  Bennett's  past  success  is 
ironically  impinging  on  his  future.  He 
has  moved  up  rapidly,  but  always 
within  the  Canadian  operation.  Bight 
now,  Canadians  proportionately  are 
buying  more  cars  than  are  Americans. 
This  translates  into  a  $1 -billion  trade 
deficit  for  Canada,  which,  say  some 
Canadian  politicians,  should  be  re- 
duced by  building  more  car  plants 
north  of  the  border.  With  business 
the  way  it  is  right  now,  Dearborn  isn't 
likely  to  welcome  any  capital  expan- 
sions anywhere  in  North  America.  So 
Bennett  is  left  in  the  middle,  juggling 
a  very  slippery  ball.  If  he  can  come 
up  with  a  solution  that  makes  every- 
one happy,  Roy  Bennett's  star  will 
really  rise.  ■ 


tions  and  urged  full  production.  The 
wheat  farmers  responded  eagerly. 
"We  expanded  from  55  million  to 
74  million  acres  by  shifting  from  oth- 
er crops,  buying  new  land  and  using 
summer  fallow  land,"  says  Don  Wood- 
ward of  Pendleton,  Ore.,  president  of 
the  National  Association  of  Wheat 
Growers.  "We  were  trying  to  become 
like  other  year-round  businesses." 

But  unlike  other  businessmen, 
fanners  can't  easily  adjust  their  pro- 
duction. Last  year— in  the  name  of 
what  they  called  "orderly  marketing"— 
they  tried  to  compensate  with  an 
OPEC-like  embargo,  bringing  only 
19%  of  their  1.75-billion-bushel  out- 
put to  market.  In  the  past  they  had 
sold  40%  or  more  during  the  first 
weeks.  By  October  cash  wheat  prices 
had  risen  from  $4.30  to  $5.10  a  bush- 
el, and  most  farmers  were  holding  out. 

The  Government  pulled  the  rug 
out.  Secretary  of  the  Treasury  Wil- 
liam Simon  announced  that  the  White 
House,  under  pressure  over  inflation, 
was  halting  the  export  of  125  million 
bushels  of  wheat  and  corn  to  Russia. 


Pop  went  the  wheat  price  balloon. 
The  Russians  postponed  other  grain 
orders  they  had  made.  The  Red  Chi- 
nese canceled  one  big  order  in  Jan- 
uary, then  another  late  last  month. 
Domestic  bakery,  cereal  and  feed 
meal  processors  canceled  orders,  too, 
as  the  economy  slowed.  Result:  The 
price  of  wheat  is  now  down  to  $3.50 
a  bushel,  lower  than  before  the  em- 
bargo was  started,  and  still  falling. 

Carlos  Bradley,  a  big  grain  opera- 
tor who  is  retiring  as  head  of  the 
Kansas  City  Board  of  Trade,  says: 
"These  farmers  wouldn't  be  complain- 
ing about  $3.50-a-bushel  wheat  if 
they  hadn't  passed  up  selling  earlier 
at  $5.50." 

Much  Wheat;  Little  Dough 

There  may  be  some  profit  left  for 
the  farmers  who  have  held  out, 
though  Tom  E.  Ostrander  of  Welling- 
ton, Kan.  doubts  it.  He  is  president 
of  the  Kansas  Wheat  Growers  Asso- 
ciation. He  figures  that  based  on  a 
30-bushel  yield,  the  production  cost 
of  wheat,  including  land  and  interest 


costs,  has  risen  to  $3.80  a  bushel  from 
$2.50  five  years  ago.  "When  you  get 
down  to  a  price  of  $3.50  you  might 
as  well  forget  it,"  says  Ostrander. 
"The  banker  is  already  out  there  wav- 
ing a  red  flag."  With  a  potential  sur- 
plus carry-over  of  250  million  bushels 
and  a  projected  record  harvest  this 
year,  the  price  could  fall  even  more. 

Other  than  the  Russians  and  the 
Red  Chinese,  who  will  probably  come 
back  into  the  export  market  at  low- 
er prices,  it  is  hard  to  see  who  has 
won  so  far.  Grain  firms  like  Cook  In- 
dustries, Cargill  and  Continental  Grain 
have  lost  export  orders,  though  some 
truckers  claim  the  grain  companies 
were  probably  hedging  on  the  short 
side.  Still,  it's  not  hard  to  see  who  has 
lost:  the  farmers. 

"We're  just  going  to  hold  our  grain 
and  wait  and  see,"  says  Woodward. 
Farmers  in  four  Kansas  counties 
aren't  waiting.  They're  going  to  plow 
under  5%  of  their  plantings.  It  would 
appear  that  the  farmers'  OPEC-style 
orderly  marketing  has  turned  out  to 
be  mighty  disorderly.  ■ 
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GE:  Not  Recession  Proof, 
But  Recession  Resistant 


The  recession  is  going  to  hurt  GE;  the  company 
is  simply  too  big  to  escape.  But  GE  no 
longer  has  any  potential  disaster  areas,  and 
its  topnotch  management  should  bring  it 
through  relatively  unscathed. 


The  mighty  General  Electric  Co.  got 
through  1974  with  record  earnings— 
$608  million  on  sales  of  $13.4  billion 
—despite  a  bad  slump  in  major  appli- 
ance sales,  massive  order  delays  in 
utility  equipment  and  a  serious  cash 
flow  pinch.  But  1975?  It  is  going  to 
be  rough  going  even  for  GE. 

Already  Chairman  Reginald  H. 
Jones,  GE's  chief  executive  since 
1972,  has  raised  the  storm  warnings. 
First-quarter  earnings,  says  Jones,  will 
be  down  sharply.  Second-quarter 
earnings  will  be  off  too,  though  per- 
haps not  as  sharply. 

Most  of  the  men  around  GE's  for- 
tress-like new  headquarters,  atop  a 
hill  outside  Fairfield,  Conn.,  seem  to 
relish  the  test,  however— as  a  chance 
to  show  under  the  severest  condi- 
tions that  they've  got  their  almost  in- 
credibly complex  company  firmly  un- 
der control. 

From  the  outside  at  least,  GE  is  a 
managerial  nightmare,  more  conglom- 
erate than  most  conglomerates.  Just 
consider  the  variety  of  complex  man- 
agement problems  GE  poses  down 
through  its  nine  groups  and  48  divi- 
sions. Its  growing  chemical  and  plas- 
tics businesses  eat  up  great  gobs  of 
capital,  while  its  toaster,  flatiron  and 
other  small  appliance  lines  are  mainly 
labor-intensive.  Its  utility  equipment 
business  juggles  order  backlogs 
stretching  to  the  next  decade,  while 
its  lamp  and  consumer  products  busi- 
nesses live  week  to  week.  Gen- 
eral Electric's  aircraft  engine  and 
aerospace  managers  depend  on  just  a 
handful  of  giant  customers,  while  its 
refrigerator,  air-conditioner  and  other 
major  appliance  managers  must  deal 
with  perhaps  100  million  notoriously 
fickle  American  consumers. 

Some  GE  businesses,  such  as  bat- 
teries and  heat  pumps,  call  for  growth 
strategies,  while  others,  such  as  vac- 
uum tubes,  are  best  harvested  for  cash 
flow.  Some  rely  on  international  mar- 
kets; others  are  strictly  domestic. 
Some  involve  the  most  sophisticated 
new  technologies;  others  can  be 
worked  out  on  the  back  of  an  enve- 
lope.  Nearly   all  have  a  high  labor 


content,  but  some  require  platoons  of 
Ph.Ds  while  others  need  only  warm 
bodies  to  operate. 

Familiar  Faces 

Managing  such  a  company  takes  a 
heavy  toll  of  the  man  on  top.  Reg 
Jones's  predecessor,  Fred  Borch,  grap- 
pled with  three  huge  new  ventures 
that  could  have  crippled  GE:  com- 
puters, nuclear  power  and  commer- 
cial jet  engines.  After  nine  chain-smok- 
ing years  at  the  helm,  Borch  is  off 
to  a  happy  retirement  in  Florida.  But 
there  remains  a  great  sense  of  con- 
tinuity in  the  executive  suite.  Jones, 
57,  was  made  a  senior  vice  president 
in  1970  and  was  financial  vice  presi- 
dent before  that.  Two  of  today's  three 
vice  chairmen  were  among  the  first 
Borch  appointed  in  1968.  One,  Her- 
man L.  Weiss,  58,  is  a  deliberate,  per- 
ceptive, former  Ail-American  athlete, 
one  of  many  former  lamp  division 
men  Borch  brought  with  him  to  head- 
quarters. The  other,  Jack  Parker,  is  a 
gruff,  hulking  aerospace  man  and  big- 
game-hunting  enthusiast,  now  56, 
who  20  years  ago  was  GE's  youngest 
vice  president  in  its  then-most  excit- 
ing business. 

Jones  and  the  third  vice  chairman, 
Walter  D.  Dance,  both  headquarters 
men  since  1970,  were  made  vice 
chairmen  early  in  1972  when  Borch 
began  seriously  looking  for  a  succes- 
sor. Dave  Dance,  57,  is  a  smooth,  nim- 
ble-minded supersalesman,  an  ex-ap- 
pliance dealer  who  rose  through  the 
"pots  and  pans"  side  of  GE.  No 
abrupt  changes  at  the  top  for  this 
company. 

It  was  the  trim,  highly  controlled, 
almost  pedagogical  Reg  Jones,  long 
since  recovered  from  a  1968  ulcer 
operation,  who  won  the  race  for 
Borch's  job.  His  feel  for  finance  and 
broad  knowledge  of  the  company- 
gained  from  his  early  days  as  a  trav- 
eling auditor  and  his  later  service  as 
GE's  first  financial  vice  president- 
gave  him  a  big  edge. 

Jones  finally  scored  the  win  by  the 
way  he  pulled  GE  out  of  the  com- 
puter  business.    Jones   headed   up   a 


high-level  team  that  figured  GE 
would  have  to  spend  at  least  $500 
million  more  to  stay  in  computers, 
and  even  then  might  not  chip  away 
enough  of  IBM's  market  share  to  get 
its  money  back.  Jones  persuaded 
Borch  that  the  business  should  be 
sold.  Then  he  found  the  buyer— Hon- 
eywell. Single-handedly  he  negotiat- 
ed the  tricky  financial  and  antitrust 
hurdles  to  complete  the  deal. 

Says  Jack  Parker,  perhaps  Jones's 
most  serious  rival  for  GE's  top  spot: 
"If  we  hadn't  had  to  make  the  com- 
puter decision,  I'm  not  at  all  sure 
Jones  would  be  chairman."  Jones  does 
not  disagree.  He  recognizes,  as  do 
other  upper-echelon  men  around  GE, 
that  being  in  the  right  place  at  the 
right  time  makes  all  the  difference. 

Generals  All 

Once,  GE's  top  ranks  were  filled 
with  men  from  its  highly  profitable 
lamp  division.  But  now  they  are  cut 
from  many  molds.  Today's  20  high- 
est-ranking officers— the  top  four  plus 
the  nine  group  executives  and  the 
seven  staff  senior  vice  presidents- 
have  come  up  from  virtually  every 
part  of  the  company. 

Many  GE  managers  are  technical- 
ly trained— down  through  the  ranks 
some  60%  have  engineering  degrees. 
Yet  at  the  very  top,  only  aerospace- 
man  Parker  has  been  deeply  involved 
with  high  technology  during  his  GE 
career.  Weiss,  though  an  engineer, 
made  his  mark  mainly  as  a  market- 
ing man,  as  did  Dance,  who  has  a 
liberal  arts  degree  from  Dartmouth. 
Jones,  from  the  University  of  Pennsyl- 
vania's Wharton  School,  picked  up 
whatever  technical  knowhow  he 
needed  on  the  job. 

The  top  four  are  all  in  their  late 
50s.  One  of  the  senior  vice  pres- 
idents is  in  his  60s.  But  three  of 
the  nine  group  executives,  men  rid- 
ing herd  on  billion-dollar-plus  busi- 
nesses, are  mere  kids.  Thomas  A. 
Vanderslice   of   the   Special    Systems 
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calls  "feeding  them  raw  meat."  If  he 
fails  at  one  level,  or  doesn't  seem 
ready  to  move  on  to  a  higher  one 
within  three  years  or  so,  he  is  apt  to 
be  asked  to  take  his  talents  elsewhere 
—to  make  room  for  other  young  man- 
agers coming  along.  "We  look  at  the 
calendar  around  here,"  says  Parker, 
"but  some  of  those  young  tigers  out 
there  are  looking  at  their  watches." 

A  little  pushing  of  good,  but  not 
topnotch,  managers  is  necessary;  GE 
men  rarely  leave  under  their  own 
steam.  Parker,  like  all  GE  men  from 
division  manager  up,  has  had  top  jobs 
offered  to  him  for  more  money— in  his 
case,  at  aerospace  firms  like  Boeing 
and  McDonnell  Douglas.  At  one  time 
he  stayed  because  he  was  in  the  thick 
of  the  race  for  the  chairmanship  at 
GE;  now  he  says  he  stays  out  of 
loyalty  to  his  organization— not  nec- 
essarily GE,  but  to  the  men  he  has  as- 
sembled in  the  aerospace  and  aircraft 
engine  groups. 

GE's  salary  system  is  deliberately 
designed  to  reward  accomplishment 
rather  than  seniority.  Top  salaries  are 
kept  deliberately  modest;  Jones  gets 
only  $175,000  for  running  the  sixth- 
largest  industrial  company.  Bonuses, 
however,  can  be  spectacular.  Jones's 
bonus  last  year  was  around  $350,000. 
From  division  manager  up,  a  man's  bo- 
nus can  more  than  equal  his  salary. 

Harvest  Or  Grow? 

Besides  able  people,  a  company  as 
complex  as  GE  requires  sophisticated 
methods  and  systems.  Jones  puts 
great  store  in  what  GE  calls  "strategic 
business  planning."  All  companies,  of 
course,  talk  a  good  planning  gamg, 
but  few  do  it  really  well.  Proof  of 
how  well  GE  does  it  can  be  gleaned 
from  the  fact  that  archrival  Westing- 
house,  bathed  now  in  red  ink,  has  just 
adopted  the  same  system. 

Under  Cordiner's  decentralization, 
each  GE  division  was  supposed  to  be 
tailored  to  a  size  where  a  general 
manager  "could  get  his  arms  around 
it."  That  was  fine  from  an  adminis- 
trative, point  of  view,  but  for  laying 
out  strategic  plans  it  didn't  always 
make  sense.  In  major  appliances,  for 
example,  kitchen  ranges,  television 
sets  and  washing  machines  share 
about  the  same  market.  Under  Cor- 
diner,  each  was  a  separate  division, 
but  for  planning  they  are  now  com- 
bined. Overall,  GE  still  has  48  divi- 
sions, but  has  just  43  "strategic  busi- 
ness units,"  or  SBUs  as  they  inevitably 
have  become  known.  Many  follow  the 
regular  divisional  breakdown,  but 
some  include  entire  groups  (Major 
Appliances  and  Aircraft  Engine)  and 
others  are  small  departments  within 
divisions.  (An  "in"  joke  around  GE  is 
that  General  Motors  is  nothing  but 


a  great  big  SBU. ) 

An  SBU  plan,  of  course,  spells  out 
sales  and  profit  goals  and  levels  of 
capital  investment.  It  also  sets  tar- 
gets for  increased  market  shares, 
hoped-for  levels  of  minority  hiring, 
desirable  acquisitions  to  be  made, 
new  products  to  be  introduced,  and 
the  like.  In  drawing  up  each  SBU's 
plan,  one  main  question  is  asked: 
Given  GE's  total  money  and  manpow- 
er resources,  should  an  SBU  be 
charted  on  a  growth  course,  on  a 
cash-harvest  course  or  be  shut  down? 

In  an  SBU  review  of  its  integrated 
circuits  business  in  1971.  GE  decid- 
ed it  didn't  want  to  commit  the  kind 
of  money  necessary  to  keep  up  with 
Texas  Instruments  and  Motorola  in  a 
business  with  wicked  price  fluctua- 
tions. So  it  bailed  out.  Without  that 
detailed,  systematic  SBU  review,  GE 
might  have  blundered  on  in  the  busi- 
ness for  several  more  years.  Under 
the  SBU  system,  GE  has  also  bailed 
out  of  vacuum  cleaners,  automatic 
blankets,  white  goods  in  Europe  and, 
of  course,  computers. 

Reuben  Gutoff,  the  brilliant  young 
head  of  the  strategic  planning  opera- 
tion, tells  the  story  of  GE's  insulating 
materials  business  whose  manager 
proposed  a  heavy  growth  investment 
a  few  years  ago.  Headquarters  turned 
thumbs  down.  Harvest  the  business 
instead,  they  said.  "Within  just  six 
months,"  says  Gutoff,  "there  was  a 
significant  decrease  in  employment,  a 
significant  increase  in  net  income 
and  a  significant  increase  in  cash 
flow."  As  an  independent  company 
with  public  stockholders,  that  same 
business  would  have  been  compelled 
to  follow  a  growth  course,  with  far 
poorer  results. 

Rich  Harvest 

From  the  overall  corporate  point  of 
view,  of  course,  "harvesting"  can  be 
as  important  as  running  a  growth  op- 
eration. This  is  carefully  reflected  in 
GE's  incentive  compensation.  At  bo- 
nus time,  the  manager  of  a  harvest 
SBU  gets  as  much  attention  as  the 
manager  of  a  growth  SBU.  He  is 
paid  and  promoted  according  to  how 
well  he  achieved  the  objectives  of 
his  plan,  not  according  to  how  large 
his  profits  were  or  how  much  they 
rose.  Weight,  too,  is  placed  on  the 
degree  of  difficulty  of  an  assigned 
plan.  "Sometimes  we  put  men  in  sit- 
uations where  Jesus  Christ  himself 
couldn't  lead  us  out  of  the  bull- 
rushes,"  says  Jack  Parker.  "We  have 
to  take  that  into  account." 

Each  strategic  plan  also  includes 
a  series  of  so-called  "trigger  points" 
and  "contingency  plans"— what  to  do 
if,  say,  refrigerator  sales  fall  10%,  or 
if  the  cost  of  copper  wire  inventories 


"Big  companies  like  this 
should  be  measured  by  how 
well  they  allocate  resources, 
not  just  by  their  profits." 

—Vice  Chairman  Herman  Weiss 

rises  20%.  Many  of  these  contingency 
plans  were  wheeled  into  action  last 
year,  and  contributed  importantly  to 
GE's  high  profits  in  the  face  of  the 
slump  in  major  appliances  and  utility 
equipment.  In  major  appliances,  for 
example,  payrolls  were  cut  10%  last 
summer  when  one  trigger  point  was 
reached. 

Reg  Jones  is  determined,  as  well  he 
might  be,  to  avoid  anything  resem- 
bling the  three  huge  millstones  that 
hung  around  Borch's  neck  for  most  of 
his  reign  as  chairman.  The  computer 
problem  has  been  completely  solved, 
though  GE  must  still  dispose  of  the 
Honeywell  stock  package  it  got.  The 
commercial  jet  engine— the  CF6  for 
the   DC- 10   jetliner-is   in   the   black 
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and  past  losses  have  been  written  off 
under  GE's  conservative  accounting, 
but  won't  return  big  profits  until  the 
airlines  start  buying  planes  again.  GE 
also  has  its  hands  full  in  military  jet 
engines.  The  nuclear  power  problem, 
mainly  a  result  of  an  unexpectedly 
steep  rise  in  construction  costs  in  the 
late  Sixties,  is  gradually  being  erased 
as  GE  works  its  way  through  a  large 
orjder  backlog.  The  SBU  system  is 
carefully  tailored  to  give  an  early 
warning  to  avoid  future  repetitions  of 
these  near-disasters. 

Carefully,  Now 

Does  this  mean  that  General  Elec- 
tric's  managers  have  become  overly 
cautious?  Planning  boss  Gutoff  insists 
that  GE  is  not  afraid  to  get  burned 
from  time  to  time.  "Geneen  at  ITT 
says  he  doesn't  want  any  surprises. 
That's  unreal.  There  will  be  surprises. 
What  we  want  is  the  right  balance 
between  good  news  and  bad  news, 
and  that's  a  hell  of  a  big  difference. 
What  we  don't  want  is  a  repeat  of 
those  big,  bet-your-company  risks 
that  we  had  in  the  Sixties." 

Gutoff  insists  that  neither  the  high- 
ly structured  SBU  system  nor  Jones's 
tightening  of  the  reins  have  broken 
the  spirit  of  decentralized  manage- 
ment freedom  that  Cordiner  and 
Borch  so  carefully  nurtured.  As  proof, 
he  cites  the  record  of  another  up- 
and-coming  young  GE  executive, 
Jack  Welch  of  the  Materials  &  Com- 
ponents group. 

Welch,  medium  in  height  but  long 
on  ego,  is  a  perpetual-motion  maverick 
who  became  a  GE  vice  president  three 
years  ago— at  the  age  of  36.  While 
charming  and  likeable,  he  has  little 
time  for  managerial  niceties.  Reg 
Jones  would  never  dream  of  going 
around  one  of  his  vice  chairmen  to 
deal  with  a  group  executive.  But 
Welch  stalks  out  on  the  plant  floor 
or  picks  up  the  telephone  to  deal  di- 
rectly with  anyone  at  any  level  when 
a  problem  comes  up. 

"I  operate  differently  than  some  of 
the  other  group  executives,"  he  says. 
"My  aim  is  to  wrestle  more  knowl- 
edge out  of  a  business  than  the  guy 
running  it,  and  thereby  raise  his  lev- 
el. The  key  is  the  knowledge  base. 
It  works  every  time,  absolutely." 

Welch,  however,  has  learned  how 
to  use  GE's  structure  to  his  advan 
tage.  In  "wrestling"  with  his  battery 
business  recently,  he  concluded  that 
it  had  far  more  growth  potential  than 
was  being  exploited,  especially  in 
nickel-cadmium  batteries  lor  power 
tools  and  calculators.  But  on  GE's  0] 
ganization  chart  it  was  situated  with- 
in the  electronic  components  division, 
an  SBU  that  is  on  a  low  growth  course. 
"It  needed  better  visibility  to  get  the 
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Wc  want  you  to  feel  as  good 
about  flying  our  airline  as  we  do, 


Since  we're  paid  to  fly  Pan  Am  and  you're  Food  and  drinks  to  satisfy  your  tastes, 

not,  the  best  way  to  make  you  feel  as  good  about  And  reservations  people  who  take  the  time 

flying  our  airline  as  we  do  is  by  giving  you  terrific  to  make  sure  your  trip  is  set  up  exactly  the  way 

service.     •  you  want  it. 

Planes  on  time.  Baggage  handled  carefully  That  way,  when  your  flight  is  over, you'll  find 

and  quickly.  that  it's  also  paid  you  to  fly  Pan  Am. 


The  spirit  of  75. 


See  your  Travel  Agent 


WHICH 

COSTS  ME 
PUTTING 
\OU  IN  THE 

RED? 

WAREHOUSING?  INSURANCE? 

REAL  ESTATE?  TRANSPORTATION?  DISTRIBUTION? 

Helping  business  and  industry  solve  cost  prob- 
lems in  these  and  a  number  of  fields  has  been  a 
Canton  Specialty  since  1829. 
It  doesn't  matter  whether 
your  company  is  local,  re- 
gional, or  even  an  NYSE 
"giant",  we  have  specialized 
services  in  all  of  the  fields 
listed  above,  in  addition  to 
a  number  of  related  areas. 

Much  of  our  expertise  is 
based  on  experience.  For 
example,  because  we  oper- 
ate our  own  railroad,  we 
were  able  to  develop  a  Rail- 
road Insurance  Plan  now  covering  over  125  rail- 
roads throughout  the  nation. 

At  the  same  time,  we  are  constantly  exploring 
new  approaches  that  can  help  our  customers 
come  out  better  on  the  "bottom  line." 

The  time  to  find  out  if  Canton  can  help  your 
business  is  today.  Simply  fill  in  and  mail  the  cou- 
pon below,  or  if  you  prefer,  call  collect. 

^  CAN7DN  COMPJJW 

Canton  House,  P.O.  Box  447/Baltimore,  Maryland 
21203/Telephone:  (301)  837-7733 

Please  send  me  information  on: 

D  Warehousing  Insurance  Real  Estate 

□  Other 

Name Title 


Firm 

Address 
City 


State 


Zip 
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money  and  men  it  required,"  says 
Welch.  "So  I  went  to  Reg  and  said, 
'I've  got  this  little  business  and  I  want 
to  make  it  a  separate  SBU  and  here's 
why.' "  Today,  as  an  independent 
SBU,  Welch's  battery  business  has 
been  given  a  high-powered  new  boss, 
Don  Grierson,  a  "high-potential"  man- 
ager spotted  by  Roy  Johnson's  man- 
power staff  in  the  Aircraft  Engine 
group.  It  also  has  its  own  sales  force 
now,  plus  enough  money  to  go  after 
real  growth. 

Hoopla  And  Money 

In  the  end,  it  is  a  delicate  balance 
that  Reg  Jones  is  walking.  He  wants 
to  tighten  controls  but  not  so  much 
as  to  smother  initiative.  As  Welch 
puts  it:  "The  guys  in  Fairfield  must 
balance  off  the  hoopla  I  give  them 
against  the  hoopla  they  get  from  the 
other  group  executives." 

The  limitations  come  from  money 
and  manpower.  Jones  keeps  a  list  of 
GE's  goals  and  policies.  High  among 
them  is  keeping  its  Triple-A  credit 
rating.  "It  is  one  of  our  cherished 
possessions,"  he  says,  "and  we  want 
to  retain  it."  GE  will  never  borrow 
much  beyond  its  present  32%  debt-to- 
equity  ratio,  nor  ever  again  undertake 
three  huge  expansion  programs  at 
once.  Hence,  GE  will  never  have  as 
much  capital  to  hand  out  as  its  eager 
divisional  managers  would  like,  but  it 
will  have  enough. 

Beyond  these  weighty  problems  of 
capital  and  of  centralization  and  de- 
centralization, Jones  sees  his  biggest 
challenge  as  keeping  GE  in  tune  with 
the  times.  "I  am  concerned,"  he  says, 
"not  so  much  with  developing  enough 
business  managers  per  se  as  I  am  with 
developing  business  managers  who 
have  the  sensitivity  and  concern  for 
external  factors  to  permit  them  to  op- 
erate successfully  in  what  I  see  in  the 
years  ahead  as  a  much  more  hostile 
environment  than  we  know  today." 

Every  businessman  will  know  what 
Jones  is  talking  about:  The  increasing 
way  in  which  politics,  environment- 
alism  and  consumerism  and  the  like 
are  intruding  into  the  business  de- 
cision-making process.  It  is  no  longer 
enough  for  a  manager  to  be  profit  - 
minded  and  efficiency-minded;  he 
must  factor  in  a  good  many  influences 
which  will  never  appear  on  a  balance 
sheet.  Rather  than  merely  complain- 
ing about  these  "outside"  influences, 
GE  has  already  begun  to  work  them 
into  its  decision-making  process;  wit- 
ness the  way  such  matters  .is  minority 
hiring  are  given  weight  in  the  coin 
pany's  SBU  planning. 

Right  now  GE  is  in  excellent  shape 
considering  the  problems  of  the  world. 
Keeping  it  that  \va\  is.  to  pul  it  mild 
ly,  a  very  taxing  job.   ■ 
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&  Products  group  is  43;  Edward  E. 
Hood  Jr.  of  the  Power  Generation 
group  is  44;  and  John  F.  Welch  Jr. 
of  the  Materials  &  Components  group 
is  only  39.  This  is  depth  of  manage- 
ment with  a  vengeance. 

At  General  Motors  the  top  men 
tend  to  be  Midwesterners,  but  GE's 
top  men  hail  from  all  points.  Jones 
was  born  in  England,  the  son  of  a 
steel  mill  foreman  who  brought  him 
to  Trenton,  N.J.  at  age  eight.  Weiss 
is  from  Cleveland,  but  Parker  is  a 
Calif ornian  and  Dance  was  born  in 
Nova  Scotia.  Modishly  attired  Reu- 
ben Gutoff,  the  47-year-old  senior 
vice  president  for  strategic  planning, 
is  a  New  Yorker,  while  Jack  Welch 
sports  a  Massachusetts  twang.  Ger- 
hard Neumann,  the  head  of  the  Air- 
craft Engine  group,  repaired  fighter 
planes  for  Claire  Chennault  in  China 
during  World  War  II;  he  still  bears 
the  accent  of  his  native  Germany. 

One  longtime  competitor  swears 
that  GE  men  "all  have  a  big,  fat  GE 
monogram  branded  across  their  back- 
sides." Maybe,  but  the  brand  is  self- 
imposed;  there  are  no  old  school  ties 
at  GE,  no  ethnic  or  regional  cliques. 

The  one  universal  quality  is  that 
all  of  its  upper-rank  men  are  up- 
from-the-ranks  general  managers. 
More  than  just  marketing  artists  or 
manufacturing  experts,  all  have  prov- 
en themselves  by  successfully  running 
large,  independent  businesses  on 
their  own  under  GE's  decentralized 
management  setup.  Even  Thomas  O. 
Paine,  a  scientist  of  the  first  caliber 
who  is  now  senior  vice  president  for 
technology  planning,  fits  this  mana- 
gerial mold.  He  ran  the  National 
Aeronautics  &  Space  Administration 
during  the  moonshot  years.  Jones  him- 
self, though  rightiy  described  as  a  fi- 
nancial man,  would  never  have  got- 
ten to  the  top  without  his  consider- 
able general  management  experience 
(see  chart,  p.  34). 

The  emphasis  on  general  manage- 
ment stems  from  the  late  Ralph  Cordi- 


"This  will  be  a  difficult 
year . . .  but  we  like  to 
believe  we  have  a  manage- 
ment for  all  seasons." 

—Chairman  Reginald  Jones 


ner's  thorough  decentralization  of 
GE  in  the  early  Fifties,  when  sales 
were  still  only  $3  billion.  Almost  over- 
night he  changed  GE  from  a  func- 
tionally organized,  headquarters-run 
outfit  into  a  divisional  organization 
run  by  largely  autonomous  general 
managers. 

Cognizance  To  Advocacy 

By  the  time  Borch  took  over  in 
1963,  however,  the  divisions  had 
grown  and  multiplied  to  the  point 
where  a  layer  of  group  general  man- 
agers was  necessary.  Borch,  to  begin 
with,  was  inclined,  in  the  words  of  one 
former  high-level  executive,  "to  run 
things  more  like  a  staff  economist 
than  an  operating  manager."  As  the 
losses  on  the  three  big  new  ventures 
got  out  of  control,  Borch's  solution 
was  to  create  a  "corporate  executive 
office"  made  up  of  three  vice  chair- 
men—a sort  of  high-level,  trouble- 
shooting staff.  These  men— among 
them  Weiss  and  Parker,  and  later 
Jones  and  Dance— had  "cognizance" 
over  but  not  direct  operating  responsi- 
bility for  assigned  groups.  This  was 
decentralization  carried  to  an  extreme. 

The  "cognizance"  setup  was  all  too 
vague  for  Jones  when  he  took  over. 
"I  like  rather  clean  lines  of  respon- 
sibility and  authority,"  he  says.  Jones 
discarded  the  notion  of  cognizance, 
assigned  instead  direct  operating  re- 
sponsibility for  specific  groups,  now 
numbering  nine,  to  his  vice  chair- 
men. Dave  Dance  is  responsible  for 
four  groups:  Consumer  Products, 
Major  Appliances,  Power  Generation 
and  Industrial  &  Power  Delivery.  So 
is  Jack  Parker,  who  has  Aerospace, 
Aircraft    Engine,    International    and 


Special  Systems  &  Products.  Herm 
Weiss  has  the  big,  fast-growing  Ma- 
terials &  Components  group,  plus  the 
corporate  administrative  staff,  under 
his  wing. 

"The  job  relates  almost  to  being 
chief  executive  officer  of  a  company, 
in  my  case  a  company  with  four  big 
groups,"  says  Dance.  He  makes  few 
operating  decisions,  to  be  sure,  but 
he  and  the  other  vice  chairmen  are 
deeply  involved  in  planning  and  re- 
viewing those  made  by  the  group  ex- 
ecutives under  them.  Under  Jones's1 
setup,  the  vice  chairmen,  in  addition 
to  "wearing  the  corporate  hat,"  are 
supposed  to  serve  as  vocal  "advo- 
cates" for  their  groups  in  bidding  for 
a  share  of  GE's  financial  and  man- 
power resources.  Gerhard  Neumann, 
head  of  the  Aircraft  Engine  group,  is 
absolutely  convinced  that  without 
Jack  Parker's  aggressive  advocacy  in 
GE's  highest  councils,  his  money-gob- 
bling, long  lead-time  business  might 
well  be  starved  out  in  its  bitter  com- 
petition against  United  Aircraft's  Pratt 
&  Whitney  division. 

Hands  On 

Instead  of  isolating  Jones  from 
GE's  nitty-gritty,  as  they  did  Borch, 
his  vice  chairmen  now  keep  him 
plugged  in  more  directly.  Jones,  too, 
attacks  the  CEO  job  differendy  from 
Borch.  By  nature,  he  is  much  more 
inclined  to  wade  into  operating  de- 
tail. With  the  economy  so  bad,  he 
says  he's  wading  in  a  lot  deeper  right 
now  than  he  would  like,  or  intends 
to  when  business  picks  up.  "I  think 
you  will  find  that  the  organization 
characterizes  my  management  style 
as  a  hands-on  approach,"  says  Jones. 

Admittedly,  this  is  not  a  relaxing 
way  to  run  a  huge  company.  "To  ab- 
sorb all  the  information  he  does,  with 
the  outside  demands  on  his  time  as 
chief  executive,  takes  an  iron  disci- 
pline," says  Weiss.  In  Jones's  case  this 
chiefly  involves  working  more  hours 
than  anyone  else.  "Guys  wonder  how 
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I  guess  you  would  have  to 
all  the  management  system 
ve  have  now  one  of  'con- 
rolled  decentralization/  " 

—Vice  Chairman  Dave  Dance 


3  knows  so  much  when  they  come 

for  an    11   o'clock  meeting,"  says 

le    Fairfield    staffer.    "If    Jones    ap- 

3ars  relaxed  when  you  meet  him,  it 

the  relaxation  of  having  long  since 
one  his  homework." 

Jones's  hands-on  approach  is  far 
iore  centerist  than  Cordiner  intend- 
1.  Another  Cordiner  precept,  one 
lerished  by  Borch  too,  has  also  gone 
y  the  boards— the  notion  that  a 
Dod  general  manager  can  manage 
ny  business.  That  was  such  an  arti- 
e  of  faith  around  GE  during  the 
ixties  that  many  men  were  moved 
gtween  divisions  and  groups  before 
ley  had  warmed  their  desk  chairs. 

The  computer  fiasco  finally  put  the 
1-purpose  manager  idea  to  rest.  As 


8 


the  losses  were  mounting  in  1968, 
Borch  had  brought  in  J.  Stanford 
Smith  to  turn  computers  into  money- 
makers. Stan  Smith,  now  chairman 
at  International  Paper,  had  a  reputa- 
tion around  GE  as  a  super  general 
manager,  a  man  who  could  turn  any- 
thing around.  He  did  stop  much  of 
the  bleeding  in  computers,  but  he 
couldn't  make  the  business  into  a  win- 
ner against  IBM. 

To  be  sure,  general  managers  are 
still  switched  between  groups— some- 
times for  career-rounding,  sometimes 
to  get  the  best  man  or  woman  into  the 
job.  Edward  Hood,  who  ran  the  In- 
ternational group,  was  recently 
moved  over  to  head  the  Power  Gen- 
eration group.  But  that  is  the  ex- 
ception now.  More  typical  are  men 
like  Stanley  C.  Gault,  who  has  al- 
ways worked  in  major  appliances  and 
now  runs  that  group.  Today,  round- 
ing out  a  general  manager  for  bigger 
things  is  more  often  done  by  hand- 
ing him  a  staff  job  in  Fairfield,  such 
as  Reuben  Gutoff's  strategic  planning 
assignment,  where  he  comes  into  con- 
tact with  all  parts  of  GE. 

Raw  Meat 

But  if  general  managers  are  no 
longer  thought  to  be  omnipotent,  a 
still  thoroughly  decentralized  Gener- 
al Electric  needs  more  of  them  than 
ever.  Breeding  them  is  not  left  to 
happenstance.  Once  a  year  each 
group  manager  sits  down  with  Jones 
and  the  vice  chairmen  for  a  formal 
"manpower  review."  The  bosses  dis- 
cuss, in  the  frankest  detail,  the  per- 
formance of  division  managers  and 
department  managers— who's  succeed- 
ing, who's  failing,  who  should  be 
pushed  ahead,  who  should  be  pushed 
out.  The  most  pink-cheeked  subde- 
partment  manager  is  apt  to  have  his 
career  progress  discussed  in  the  chair- 
man's office,  working  from  sets  of 
files  that  contain  a  man's  record  and 
his  boss's  comments  about  him,  as 
well  as  a  photograph  and  the  man's 
own  comments  about  himself  and  his 
eventual  goals. 

By  the  time  an  executive  reaches 
what  GE  calls  a  Level  15  job— rough- 
ly, a  section  manager  level— his  per- 
formance is  monitored  even  more 
closely  by  Roy  L.  Johnson,  GE's  vice 
president  for  executive  manpower. 
Significandy,  Johnson  is  one  of  the 
four  staff  men,  out  of  30,  who  still 
report  directly  to  Jones.  Roy  John- 
son and  his  staff  spend  full  time 
prowling  the  divisions  and  depart- 
ments for  what  they  call  "high-po- 
tential men  and  women,"  interviewing 
and  sizing  up  those  with  the  best 
potential  for  promotion.  One  recent 
find  was  Richard  C.  Barnett,  a  36- 
year-old    product    planning    manager 

FORBES,   MARCH   15,    1975 


in  the  central  air-conditioning 
ment.  He  has  now  been  handed  his 
first    general    manager    job,    heading 
GE's  blossoming  heat-pump  venture. 

Jones  himself,  with  Johnson's  help 
and  advice,  keeps  current  at  all  times 
a  list  of  five  potential  successors  for 
his  job— a  list  known  only  to  the  Man- 
agement Development  &  Compensa- 
tion Committee  of  GE's  board,  headed 
by  Federated  Department  Stores 
Chairman  Ralph  Lazarus. 

Much  of  the  data  on  promotions 
and  bonuses  also  comes  out  of  Roy 
Johnson's  staff.  Care  is  taken  after  an 
executive  hits  the  department  man- 
ager level  to  give  him  assignments 
that  will  test  and  develop  his  general 
manager  capability— what  Jack  Parker 

"The  trick  to  developing 
able  managers  is 
giving  people  the 
opportunity  to  fail/' 

—Vice  Chairman  Jack  Parker 
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A  lot  of  people  confuse  concrete 
with  cement. 

At  Amcord  we  do  not.  We  make 
cement  and  sell  it  to  people  who 
make  concrete. 

But  cement  is  very  concrete  to 
us.  It  is  the  foundation  on  which 
Amcord  was  built.  It  accounts  for 
a  substantial  part  of  our  sales 
and  earnings. 

Cement  is  a  good  foundation 
upon  which  to  build.  It  is  essential 
to  some  of  the  most  basic  facets 
of  our  economy —transportation 
and  shelter.  Transportation  is 
more  than  just  the  world's 
greatest  network  of  highways:  it 
is  bridges,  airports  and  rapid 
transit.  And  you  need  shelter  not 
only  where  you  live,  but  also 
where  you  work,  shop,  go  to 
school  or  see  a  movie. 


AMCORD 


Amcord  produces  cement  in 
five  of  the  nation's  most  modern 
and  efficient  plants  for  markets 
in  the  East,  Midwest,  Southwest 
and  Western  United  States.  And 
we  are  keeping  these  plants 
modern  —  by  con verti  ng  energy 
needs  to  abundant  coal  and  by 
installing  pre-heaters  to  conserve 
energy  and  increase  output.  What 
we  produce  America  cannot  do 
without  and  we  plan  to  help  meet 
this  country's  growing  need  for 
our  product. 

Cement  is  also  essential  to 
Amcord's  future  growth.  By 
converting  some  of  the  profits 
from  cement  into  thoughtfully 
planned  corporate  expansion  and 
diversification,  Amcord  has 
become  one  of  the  nation's 
leading  manufacturers  of 
pre-engineered  metal  buildings 
for  industry,  and  above-ground 


Amcord.  Inc. 

Hercules  Cement  Company 
Peerless  Cement  Company 
Phoenix  Cement  Company 
Riverside  Cement  Company 
Muskin  Corporation 
Pascoe  Steel  Corporation 
Little  Lake  Industries 
Snowmass-at-Aspen 


swimming  pools  and  leisure 
furniture  for  the  consumer. 

That  solid  cement  base  has 
enabled  Amcord's  management 
to  project  earnings  almost  to  the 
penny  for  the  past  five  years, 
and  to  establish  a  cash  dividend 
policy  of  approximately  30 
percent  of  established  earnings. 

We  have  just  achieved  our 
earnings  goals  in  1974,  despite 
economic  turbulence.  We  are 
enthusiastic  about  the  future  of 
the  American  economy,  and 
expect  to  be  a  part  of  this  nation's 
economic  resurgence. 

That's  how  concrete  cement  is 
at  Amcord. 


WT.  Pascoe,  III 
Chairman  of  the  Board 


William  T.  Pascoe,  III,  Chairman 
Amcord,  Inc. 

610  Newport  Center  Drive 
Newport  Beach,  California  92663 

I I  Yes,  I  want  to  hear  more  about  your 

company  and  the  industries  it  serves.  My 

. card  is  attached. 

I I  Add  my  name  to  your  general  mailing  list. 


(One  of  a  series  of  advertisements  directed  at  familiarizing  the  American  business  and  financial  community  with  one  of  the  country's  most  dynamic 
manufacturing  and  marketing  corporations). 


Looking  At  The  World 
Through  Gold  Glasses 

Or,  how  a  young  soap  salesman  became  a  centimillionaire. 


Curt  Carlson,  a  huge  bear  of  a  man, 
likes  playing  the  clown  promoter. 
That's  him  over  there  with  the  funny 
clothes  and  the  baby  elephant.  Any- 
thing for  a  laugh— and  a  sale.  But 
don't  be  fooled.  That  60-year-old  dy- 
namo of  a  promoter  is  also  one  of  the 
shrewdest  and  most  successful  entre- 
preneurs around. 

After  all,  you  don't  get  to  be  worth 
$150  million  and  own  a  $500-million- 
a-year  business  if  you  are  really  a 
clown. 

One  of  five  offspring  of  Scandina- 
vian parents,  Carlson  founded  his  pri- 
vately held  Gold  Bond  stamp  com- 
pany in  the  depths  of  the  Depression. 
Today  it's  the  third-biggest  in  the 
business,  after  Sperry  &  Hutchinson 
and  Kroger  Co.'s  Top  Value.  From 
trading  stamps  and  incentive  pro- 
grams, Carlson  Companies,  Inc. 
went  into  hotels,  food  distribution, 
restaurants  and  catalogue  retailing. 

Though  a  gifted  promoter,  Carlson 
is  a  businessman  first.  He  built  Gold 
Bond  with  promotion,  but  when  the 
chips  were  down  he  rejected  the  big- 
gest promotion  of  all— going  public  in 
the  go-go  years.  "When  your  com- 
pany is  private,  the  boo-boos  don't 
kill  you,"  explains  Carlson.  In  other 
words,  a  family  business  like  his  must 
make  mistakes  if  it  is  to  grow,  but 
making  them  in  public  can  be  devas- 
tating. (For  an  example,  see  Levi 
Strauss  on  page  80. ) 

Missing  No  Tricks 

Carlson  admits  to  making  boo-boos. 
But  not  too  many.  In  the  late  Thirties, 
after  he  quit  Procter  &  Gamble  to 
found  Gold  Bond,  he  would  send  his 
wife  around  to  a  new  customer  the 
day  after  it  took  on  his  stamps.  In  a 
loud  voice,  she  would  tell  the  pro- 
prietor she  was  there  because  she  had 
learned  that  he  had  Gold  Bond 
stamps.  That's  Carlson,  the  crafty 
promoter,  for  you. 

In  1952  he  sold  his  first  major  food 
chain,  Minneapolis-based  Super  Valu 
Stores.  So  impressed  was  Carlson  with 
the  company's  management  that  he 
went  out  and  bought  a  good  deal  of 
its  stock.  Super  Valu's  sales  soared 
with  the  introduction  of  stamps  and 
so  did  its  stock.  Carlson  ended  by 
making  two  profits,  one  from  the 
stock,  one  from  his  stamps;  that's  Carl- 
son the  shrewd  businessman. 

nhe  name  Gold  Bond  is  typical  of 


Carlson.  It  embodies,  he  says,  two 
basic  concepts:  value  and  trust.  The 
theme  is  everywhere  in  Carlson's  en- 
terprises. His  top  executives  get  gold- 
colored  Cadillacs,  his  personal  air- 
plane is  gold-colored  and  he  sits  in 
an  office  chair  covered  in  gold  leather. 
The  only  gold  that  doesn't  interest 
him  is  the  stuff  that  sells  for  $180  an 
ounce.  "We  can't  earn  any  interest  on 
it,"  he  says. 

Curt  Carlson  was  not  born  with 
any  golden  spoons  in  his  mouth.  His 
father,  a  poor  immigrant  from  Swe- 
den, eventually  established  a  pros- 
perous grocery  store  in  Superior,  Wis. 
Appropriately,  Curt  Carlson  paid 
most  of  his  own  college  expenses.  In 
addition  to  wheeling  around  on  two 
newspaper  routes,  he  did  some  deal- 
ing, too.  He  delivered  only  the  more 
lucrative  Sunday  papers  himself;  the 
rest  he  farmed  out  at  a  profit. 

Ever  since  he  was  a  boy,  Carl- 
son has  been  in  the  habit  of  setting 
goals  for  himself.  One  of  his  earliest, 
scribbled  on  a  scrap  of  paper  and 
stuffed  into  his  wallet,  was  to  get  a 
$100-a-week  salary— a  tough  goal  for 
a  fresh-out-of-college  Procter  &  Gam- 
ble soap  salesman  in  1937.  His  cur- 
rent goal  is  more  lofty,  but  in  a 
sense  easier.  It  hangs  on  a  wall  in 
the  company's  executive  dining  room: 
"$1  billion  in  sales  by  1981." 

Right  now,  Carlson  is  especially 
happy  he  didn't  go  public.  Had  he 
done  so,  he  would  probably  be  going 
through  an  uncomfortable  period 
with  unhappy  stockholders.  His  busi- 
ness is,  while  sound,  going  through 
a  recession.  However,  Carlson  doesn't 
have  to  impress  analysts  with  his 
earnings  curve;  in  a  private  compa- 
ny you  try  to  minimize,  not  maxi- 
mize, reported  earnings  (and  there- 
fore taxes).  His  hotels  and  real  es- 
tate are  intended  to  shelter  earnings 
from  his  other  businesses  and  also 
to  provide  cash.  "I  need  tax  shelters," 
he  notes,  "to  generate  capital  so  I 
can  continue  to  expand." 

Carlson  started  cutting  taxes  in 
1962  with  the  purchase  of  the  Radis- 
son  Hotel  in  downtown  Minneapolis. 
Now  ten  hotels  across  the  country 
bear  this  French  explorer's  name,  in- 
cluding one  in  Plymouth,  Mass.  built 
as  a  joint  venture  with  a  pair  of  Jap- 
anese companies.  The  project's  only 
hitch  came  at  the  grand  opening 
when  a  visitor  dropped  a  hammer  in 


Curt  Carlson 

of 

Carlson  Cos. 


the  ceremonial  sake  barrel. 

There  have  been  boo-boos  that 
were  disposed  of,  such  as  Caribbean 
shrimp  boats,  meat-packing  and  Pig- 
gly  Wiggly  Food  Stores.  But  that 
hasn't  put  the  damper  on  recent  ven- 
tures: a  chain  of  Haberdashery  res- 
taurant-pubs, and  investments  in  May 
Food  Co.  distributors,  Arden  Cata- 
logue showrooms  and  a  $7-million 
Wisconsin  hardboard  plant. 

As  is  his  privilege  as  a  private 
businessman,  Carlson  doesn't  disclose 
his  profits.  But  the  very  fact  thai  1." 
can  talk  of  doubling  sales  within  si\ 
years,  without  outside  equity  flnanc 
ing,  speaks  for  itself.  So  does  Carlson  s 
life-style:  safaris  to  Africa  with  Ins 
two  married  daughters  and  eight 
grandchildren;  his  horses;  his  yacht; 
and  the  huge  lake-front  family  com- 
pound near  Minneapolis. 

His  designated  successor  is  mar- 
keting vice  president  Edwin  "Skip 
Gage,  husband  of  his  younger 
daughter,  Barbara.  But  Curt  Carlson 
isn't  about  to  retire.  It's  not  that  he 
needs  the  money  or  lacks  for  hob- 
bies. It's  just  that  he'a  still  selling 
goals  for  himself.   ■ 
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There  comes  a  time 

in  a  person's  life  when  a  larger 

safe  deposit  box  is  advisable. 
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The  Movers 


.A  leader  in  export  financing,  we  help  move  over  $630-million  in  goods-every  month  of  the  year- 

to  destinations  around  the  world.  Consider  the  source. 


Manufacturers  Hanover 
The  $26-billion  source.  Worldwide. 


What's  a  Potlatch? 


Once  Potlatch  was  an  Indian  word  meaning  "the 
giving  of  gifts"  Today  Potlatch  is  the  name  of  a 
dynamic  corporation  of  tree  farmers  and  wood 
converters  serving  the  growing  paper  and  wood 
needs  of  America.  We  are  many  things. 

Potlatch  is  1.3  million  acres  of  prime  forest 
lands  in  Idaho,  Minnesota  and  Arkansas, 
containing  some  2.36  billion  cubic  feet  of  timber. 

Potlatch  is  lumber,  plywood  and  specialty 
wood  products;  furniture  parts;  hardwood 
veneers  and  plank  paneling;  flooring  and 
decking,  fencing  and  shakes. 

Potlatch  is  paper.  Four  mills  produce  bleached 


pulp  and  paperboard,  coated  printing  and 
specialty  papers,  uncoated  writing,  printing  and 
converter  papers  and  form  bond  and  thin  papers. 

Potlatch  is  packaging.  Twelve  plants  produce 
cartons  and  containers  for  shipment,  display  and 
protection  of  a  wide  variety  of  products. 

Potlatch  is  consumer  products.  Three  tissue 
mills  and  four  converting  plants  produce  facial 
and  bathroom  tissues,  paper  toweling,  paper 
plateware— all  private  label  paper  products  for 
large  chain  stores. 

Potlatch  is  service.  Forty-seven  marketing  and 
sales  offices  coast  to  coast. 


Potlatch  is  people.  1 1 ,000  of  them.  Talented. 
Dedicated.  Committed  to  the  challenge  of 
profitable  growth. 

Potlatch  is  growth.  1974  sales  were 
$488,000,000-up  from  $442,000,000  in  1973 
and  $377,000,000  in  1972.  Earnings  in  1974 
were  $45,289,000,  or  $6.20  per  share,  a  one- 
third  increase  over  the  $33,979,000,  or  $4.65 
per  share  in  1973.  Another  year  of  dramatic 
growth  for  Potlatch. 

For  more  facts  about  Potlatch,  write  us: 
Potlatch  Corporation, 
P.O.  Box  3591,  San  Francisco,  California  94119 
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ighty  Like  A  Swan 


That's  what  the  ugly-duckling 

savings  &  loan  industry  looks  like  today. 


Looking  back,  it's  hard  to  believe 
that  the  savings  &  loan  industry  got 
through  1974  with  as  little  damage 
as  it  did.  As  interest  rates  soared,  it 
seemed  as  though  the  S&Ls  could  not 
possibly  escape  a  repeat  of  the  "disin- 
termediation"  that  walloped  them  in 
1966,  1970  and  1973,  when  savers 
took  their  money  out  in  huge  gobs 
to  invest  in  high-return  Treasury  bills 
and  similar  paper.  And  it  is  true  that 
some  $6  billion  did  flow  out  of  the 
S&Ls  last  year. 

But  despite  heavy  outflows  for  half 
of  1974,  S&L  deposits  increased  7% 
for  the  year,  to  $242  billion,  though 
the  big  factor  in  the  gain  was  $14 
billion  in  interest  credited  to  deposi- 
tors. Then,  as  sagging  interest  rates 
went  into  headlong  retreat,  the  na- 
tion's S&Ls  enjoyed  a  near-record  in- 
flow of  $3.1  billion  in  January— with 
the  February  figures  almost  sure  to 
set  a  record.  Some  turnaround! 

That  wasn't  the  only  improvement 
over  1966  and  1969,  when  deposits 
actually  declined.  In  those  years,  earn- 
ings too  were  badly  hit,  by  as  much 
as  50%.  But  last  year  the  damage  to 
earnings  was,  on  average,  a  modest 
15%  to  18%-and  that  from  record  lev- 
els in  1973. 

"I  know  of  no  S&L  reporting  drasti- 
cally lower  earnings,  and  there  have 
been  no  failures,"  says  Anthony  M. 
Frank,  chief  executive  of  San  Fran- 
cisco's Citizens  Federal  Savings  &» 
Loan.  "That's  amazing  when  you  con- 
sider what's  been  happening  to  com- 
mercial banks  and  to  industry."  The 
hardest-hit  S&Ls,  like  Equitable  and 
Gibraltar,  fell  only  about  30%;  and 
one,  Golden  West,  ended  the  year 
slightly  ahead  of  1973. 

What  has  made  the  difference?  The 
S&Ls  have  been  pressured  by  their 


regulators,  and  forced  by  their  cir- 
cumstances, to  act  conservatively  at 
a  time  when  conservatism  was  golden. 
Unwilling  to  provide  mortgages,  the 
S&Ls  have  been  paying  back  the  Fed- 
eral Home  Loan  Bank  Board  over  $1 
billion  a  month  recently.  Meanwhile, 
the  21%  drop  in  S&L  home  loans  last 
year,  to  a  total  of  $38  billion,  exposed 
the  S&Ls  to  fewer  risks,  with  the  re- 
sult that  scheduled  items  (overdue 
loans  and  real  estate  in  process  of 
foreclosure  sale)  are  still  pretty  low 
and  S&L  equity  is  building  up  nicely. 
Most  industry  leaders  are  at  pains 
to  discourage  any  expectation  of  a 
sharp  rise  in  S&L  lending  this  year. 
"Many  S&Ls  fear  a  possible  repeat  of 
1974,"  says  Norman  Strunk,  outspo- 
ken president  of  the  U.S.  Savings  & 
Loan  League,  "with  interest  rates 
firming  after  a  sharp  drop  because 
of  the  huge  federal  deficit.  Even 
more  important  is  a  fear  that  build- 
ers won't  come  back  in  so  fast.  This 
last  time  the  banks  forced  them  to 
sign  personal  notes,  and  many  lost 
everything  they  had.  It  may  take 
longer  to  get  them  in  this  time." 

Pleasant  Possibility 

But  there  is  also  a  distinct  minority 
view.  "By  the  end  of  1975,  people 
may  be  pleasantly  surprised  by  the 
improvement,"  says  Citizens  Federal's 
Tony  Frank.  "Remember,  in  1974  the 
S&Ls  went  into  the  year  overcom- 
mitted  at  low  rates  and  got  crunched, 
so  they  cut  back  like  mad  in  the  sec- 
ond half.  In  1975  we  are  undercom- 
mitted;  the  reverse  could  happen." 

At  any  rate,  loan  volume  does  not 
have  to  rise  much  for  S&L  margins 
to  improve.  The  improvement  will 
happen  gradually,  says  Dean  Witter 
analyst  Jerry  Gitt,  because  in  the  first 


half  of  this  year  "something  like  15% 
of  S&L  deposits,  in  the  form  of  two- 
year,  6%  certificates,  will  be  coming 
due.  Much  of  that  will  be  reinvested 
in  four-  to  six-year  certificates  at  1Y*%. 

"But  most  of  that  will  be  out  of 
the  way  by  the  second  half,  and  the 
S&Ls  will  be  getting  billions  of  dol- 
lars at  5?2%.  That's  why  I  look  for  a 
substantial  upturn  in  S&L  earnings 
toward  the  end  of  1975."  Though 
the  whole  year  may  be  ahead  by 
only  7%  to  9%,  Gitt  expects  a  15%  to 
20%  earnings  gain  in  1976. 

Moreover,  even  a  sharp  reversal  of 
the  downtrend  in  interest  rates  would 
not  find  the  S&Ls  as  vulnerable  to  big 
deposit  outflows  as  they  once  were. 
Around  half  of  all  S&L  deposits  are 
now  in  two-year  and  four-year  cer- 
tificates—a far  cry  from  four  years  ago, 
when  80%  were  of  the  instant  with- 
drawal type. 

The  kind  of  loan  business  that  most 
S&Ls  are  doing  today  is  also  sounder. 
During  the  Sixties,  many  of  them 
were  burned  by  foolish  contruction 
loans,  a  business  that  the  commercial 
banks  said  the  S&Ls  did  not  under- 
stand. So  the  construction  loan  busi- 
ness, whether  done  directiy  or 
through  real  estate  investment  trusts, 
switched  over  for  the  most  part  to 
the  banks,  which  are  sitting  on  some 
of  the  shakiest  loans  ever  to  pollute 
a  portfolio. 

The  S&L  recovery  has  already- 
brought  with  it  a  degree  of  market 
recovery  as  well.  Barely  three  months 
ago,  the  stock  market  was  suggesting 
that  S&L  shares  were  virtually  worth- 


Savings  &  Loans: 

A  Statistical  Profile 

Deposits 

Earnings 

Loan 
Volume 

1974 

Price 

1974 

Per  Share 

Change 

1974 

Change 

Book  Value 

Recent 

Range 

Company 

(millions) 

1974 

from  1973 

(millions) 

from  1973 

Per  Share 

Price 

1972-75 

H.  F.  Ahmanson  &  Co. 

$4,339.2 

$1.55 

-29% 

$881 .4 

-11% 

$20.12* 

9% 

33Ve-55/8 

Equitable  S&L 

555.6 

1.64 

-33 

105.7 

-23 

18.27 

7% 

201A-43/4 

Financial  Federation 

1,134.2 

2.37 

-13 

97.9 

-47 

26.26 

10 

27V8-5V2 

First  Charter 

3,376.4 

1.64 

-8t 

652.4 

-6 

16.02 

10% 

31s/8-43A 

Gibraltar  Financial 

1,238.8 

2.00 

-29 

297.2 

-21 

26.87* 

91/2 

313/4-5V8 

Golden  West  Financial 

663.7 

1.70 

+2 

230.9 

+5 

11.63* 

10 

277/e-5 

Great  Western  Financial 

3,591.3 

2.25 

-18 

535.9 

-36 

24.62* 

151A 

36     -63/e 

Imperial  Corp.  of  Amer. 

2,317.5 

1.72 

-5 

548.9 

-6 

15.47 

85/8 

20V8-4V2 

Trans  Ohio  Financial 

819.7 

1.47 

+1 

169.0 

-14 

13.72* 

57/8 

197/8-37/8 

United  Financial 

1,141.2 

1.27 

-22t 

318.8 

-17 

18.10* 

65/e 

15     -4 

fExcludes  extraordinary  irerrs.  "Incl 

aes  i^'ongibles. 
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less:  They  were  selling  as  distress  mer- 
chandise, at  a  third  of  book  value  and 
three  times  earnings.  In  recent  months 
they  have  nearly  doubled,  though  they 
still  sell  at  little  over  half  of  book 
v  alue  and  six  to  seven  times  earnings. 

There  still  is  legislative  and  struc- 
tural uncertainty  overhanging  the  in- 
dustry: In  what  form,  if  any,  will  the 
Financial  Institutions  Act  be  passed 
by  Congress?  Will  the  variable  rate 
mortgage  become  widespread?  Will 
the  S&Ls  give  more  or  get  more  than 
the  banks  in  the  form  of  additional 
services  and  tax  breaks?  Many  of  the 
big  California  S&Ls  still  want  to  be 
able  to  go  into  checking  accounts, 
credit  cards,  installment  lending  and 
other  traditional  commercial  bank 
services.  But  the  trade-off  doesn't 
seem  to  be  nearly  as  attractive  as  it 
did  even  a  few  months  ago,  especially 
now  that  Regulation  Q  will  continue 
for  at  least  five  and  a  half  years. 

As  Chairman  Edward  L.  Johnson 
of  Los  Angeles'  Financial  Federation 
put  it  recently,  "The  S&L  should  con- 
tinue to  demonstrate  its  ability  to  sur- 
vive without  any  fundamental  change 
in  our  methods  of  doing  business.  The 
basic  viability  of  the  industry  is  not 
in  question." 

After  surviving  1974,  Johnson  can 
be  excused  for  bragging  a  bit.  ■ 


Sauce  For  The  Gander 

One  ironic  by-product  of  the  de- 
pressed share  prices  of  S&L  stock 
companies  is  that  stock  S&Ls  are  be- 
ing bought  up  by  mutuals.  Only  two 
or  three  years  ago  the  trend  was  just 
the  reverse,  since  turning  a  mutual 
into  a  stock  S&L  was  a  way  for  de- 
positors, in  effect,  to  cash  in  on  a 
mutual  S&L's  surplus. 

Recently,  however,  half  a  dozen 
stock  S&Ls  in  Illinois  have  been 
bought  up  by  mutuals;  for  example, 
Chicago's  Olympic  S&L  paid  a  pre- 
mium over  book  value  for  Rogers 
Park  Savings  &  Loan,  a  $47-million 
(assets)  stock  company.  But  the  big- 
gest one  (and  one  that  enraged  the 
stock  companies)  was  the  recent  take- 
over of  $397-million  (assets)  Pacific 
Savings  &  Loan  by  giant  California 
Federal,  whose  $2.5-billion  assets 
make  it  the  largest  U.S.  mutual.  The 
price:  nearly  2%  times  recent  market 
quotations  and  60%  over  book  value. 
It  was  a  great  deal  for  the  sellers, 
including  the  Jones  family  and  other 
insiders  who  controlled  a  third  of 
Pacific's  shares:  They  got  $29.13  a 
share  for  the  stock. 

What  was  in  it  for  California  Fed- 
eral? Mainly,  it  got  some  21  branch 


offices.  But  was  it  in  the  interest  of 
Cal  Fed's  depositors  to  pay  a  premium 
for  expansion? 

"Systems  with  large  branch  net- 
works are  more  efficient  than  smaller 
ones,"  retorts  Lloyd  Dunn,  Cal  Fed's 
senior  vice  president  and  chief  coun- 
sel. And  it's  clear  that  despite  the 
'sizable  permium  paid  for  Pacific's  as- 
sets, "goodwill"  will  be  written  off 
over  a  number  of  years.  Since  Cal 
Fed  paid  a  discount  for  Pacific's 
loans,  earnings  will  be  up  on  balance. 
Too,  the  merger  sailed  through  in 
just  six  months  (and  bypassed  the 
SEC),  because  Cal  Fed  acquired 
Pacific  before  they  merged. 

The  takeover  trend  has  stock  S&Ls 
fuming:  Some  large  ones  in  Califor- 
nia have  even  pressured  the  regula- 
tory agencies  to  halt  such  acquisitions. 
Says  one  stock  S&L  executive:  "Mu- 
tual officers  and  directors  don't  have 
to  worry  about  bottom-line  profits  or 
answer  to  shareholders  about  squan- 
dering capital.  They  can  vote  them- 
selves big  salaries,  and  they  always 
get  reelected." 

Perhaps.  But  as  long  as  S&L  shares 
sell  far  below  book,  shareholders  will 
not  discourage  tender  offers. 
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Newest  Addition  To  The  Leadership 
Line  Of  Computer  Terminals. 

Emery  Air  Freight  has  selected  the  new 
Hazeltine  1 200  video  display  terminal  to  help 
the  EMCON  Computer  System  —  developed  by 
Emery  —  keep  track  of  over  1 5,000  shipments 
every  day. 

The  Hazeltine  1200  offers  teletypewriter 
compatibility  with  a  large,  1920-character 
(80  x  24)  display  screen,  a  wide  selection  of 
standard  baud  rates  up  to  9600,  highly  reliable 
state-of-the-art  construction,  convenient  12" 
x  15"  x  20"  desk  top  size,  plus  a  host  of  options 
which  include  upper/lower  case  display  and 
current  loop  interface.  Price?  Only  $65/mo. 
(12-month  rental,  maintenance  included). 

Take  a  tip  from  the  world's  largest  air  freight 
forwarder  and  check  out  the  Hazeltine  1200 
terminal  on  your  application.  Call  your  local 
Hazeltine  Sales  Office  for  a  demonstration  and 
a  look  into  the  rest  of  the  Hazeltine  Leadership 
Line.  ^~ 

Hazeltine  Corporation  ^y 

Computer  Peripheral  Equipment,  Greenlawn,  N.Y.  11740 
(516)  549-8800  Telex  96-1435 

East:  (212)  586-1970  □  Boston  (617)  261-5867 

Phila.  (215)  676-4348  D  Wash.,  DC.  (703)  979-5500 

Rochester  (716)  254-2479.  Midwest:  Chicago  (312)  986-1414 

Columbus  (614)  864-4714  D  Detroit  (313)  559-8223. 

South:  Dallas  (214)  233-7776  □  Atlanta  (404)  393-1440 

Houston  (713)  783-1760  □  Orlando  (305)  628-0132. 

IVesf:  San  Mateo  (S.F.)  (415)  574-4800  □  LA.  (213)  553-1811 

Denver  (303)  770-6330  D  Seattle  (206)  242-0505. 

IN  CANADA:  MISCOE  Data  Communications  Equipment 

Services,  Ltd.  (416)  677-2745 


Term  Insurance  vs.  Whole  Life 


"Now,  if  you  should  decide  on  the  term  policy,  what  you  save  on  the 
lower  premiums  could  be  set  aside  as  savings.  On  the  other  hand  .  .  ." 

Drawing  by  Porges;  ©  1967  The  New  Yorker  Magazine,  Inc. 


It  is  fashionable  to  knock  whole  life  insurance  policies.  Nevertheless, 
millions  of  people  still  buy  them,  many  on  sound  grounds. 

Critics  of  whole  life  insurance  savor 
this  story: 

Two  men  in  their  mid-40s,  with 
children  about  to  enter  college,  die 
days  apart.  Over  the  same  period 
both  had  paid  roughly  the  same 
amount  for  life  insurance— Smith  for 
a  simple  term  policy  featuring  pure 
death  protection;  Jones  for  a  whole 
life  policy  accumulating  a  cash  sur- 
render value.  Smith's  widow  collects 
$125,000  from  her  husband's  term 
policy.  But  Jones'  widow  receives 
only  $25,000.  Her  children  tear  up 
their  college  applications. 

The  moral  the  critics  like  to  draw 
is  that  a  man  would  be  crazy  to  buy 
whole  life  when,  for  the  same  money, 
he  could  leave  his  family  with  so 
much  more  term  coverage.  Doubly 
crazy,  they  add,  when  he  could  buy 
an  equal  amount  of  term,  invest  the 
premium  difference  and  with  any  luck 
at  all  exceed  a  whole  life  policy's  cash 
value  buildup. 

If  that's  true,  there  are  a  lot  of 
crazy  people  around.  Whole  life  sales 
have  never  been  greater— rising  last 
year  from  $86  billion  worth  to  more 
than  $97  billion  worth.  Though  term 
has  been  growing  a  bit  faster,  whole 
life  remains  the  bread  and  butter  of 
the  life  insurance  industry.  It  still  ac- 
counts for  two-thirds  of  the  $1  tril- 
lion worth  of  ordinary  life  insurance 
in  force,  and  even  more  of  the  indus- 
try's $10-billion  profits.  • 

Two  Sides 

There  are  very  few  Americans  to- 
day who  don't  know  that  they  can 
buy  a  given  amount  of  insurance  for 
much  less  money  through  term  insur- 
ance than  they  can  through  whole 
life  insurance.  Why,  then,  do  millions 
of  Americans  go  on  buying  the  old- 
fashioned  whole  life  insurance  pol- 
icies? 'The  answer  is  that  there  are 
two  sides  to  the  term-us.  -whole- life 
argument.  Not  all  the  buyers  of  whole 
life  insurance  are  weak  minded  inno- 
cents nor  are  all  the  salesmen  un- 
scrupulous or  ill-informed. 

The  argument  for  whole  life  begins 
with  its  automatic  renewability.  Sure, 
a  $25,000  whole  life  policy  might 
cost  over  $400  a  year  in  premiums 
at  age  25,  against  only  around  $100 
for  term.  But  term  must  be  continually 
renewed  at  steeply  higher  premium 
rates.  At  55  a  $25,000  term  policy 
might  cost  over  $500  a  year,  at  60 
over  $750  a  year.  Meanwhile,  the  man 
who  bought  whole  life  decades  earlier 


still  pays  only  $400. 

Meanwhile,  too,  the  whole  life  pol- 
icyholder has  accumulated  a  tidy  nest 
egg  in  the  form  of  his  cash  surrender 
value;  the  term  buyer  has  only  his 
canceled  checks.  The  cash  value  fea- 
ture of  whole  life  can  act  as  an  effi- 
cient, if  low-yielding,  method  of 
forced  savings— in  a  sense  making  a 
policyholder's  insurance  dollars  do 
double  duty. 

Finally,  there  is  the  flexibility  ar- 
gument. Cash  value  can  be  borrowed, 
even  to  pay  premiums.  Dividends  can 
be  used  to  reduce  premiums.  Or  in- 
stead of  whole  life  one  can  buy  a 
20-payment  or  paid-up-through-65 
policy,  on  which  the  premiums  are 
higher.  Now,  too,  some  companies 
are  selling  low-premium  cash  value 
policies  that  essentially  combine 
whole  life  with  decreasing  term  in- 
surance. We  are  concerned  here,  how- 
ever, only  with  regular  level-premium 
whole  life  policies. 

There's  no  question,  though,  but 
that  you  pay  for  advantages  of  whole 
life  insurance.  Just  about  any  way 
you  slice  it,  it  can  wind  up  costing 
more  than  term  insurance. 

Let's  take  one  of  the  better  whole 
life  policies,  a  $25,000  nonparticipat- 
ing  (nondividend-paying)  Allstate 
policy  issued  at  age  35.  The  level 
annual  premium  is  $375,  or  a  total 
of  $11,250  paid  through  age  65.  Now 
take    the    same    amount   of   five-year 


renewable  term  from  Franklin  Life. 
The  initial  premium  is  $125,  the  final 
one  $762.  The  total  outlay  when  re- 
newed through  age  65  is  $10,633- 
about  $600  less  than  the  whole  life 
policy.  If  the  time  value  of  the  an- 
nual premiums  is  figured  in,  the  cost 
of  the  term  policy  improves  in  rela- 
tion to  the  whole  life  policy,  since  the 
whole  life  premiums  are  higher  than 
the  term  premiums  until  the  policy- 
holder gets  into  his  50s. 

Of  course,  for  this  somewhat  high- 
er price,  you  do  get  the  savings  fea- 
ture with  whole  life.  Does  this  tip 
the  balance  back  to  whole  life?  The 
answer  is  both  yes  and  no. 

It  is  true  that  the  buyer  of  the 
Allstate  policy  will  have  about 
$15,000  in  cash  value  when  he 
reaches  65;  the  term  buyer  will  have 
nothing.  However,  the  whole  life 
buyer  won't  have  $25,000  in  life  in- 
surance any  longer.  If  he  reads  the 
fine  print,  he  will  find  out  that  what 
he  has  is  a  $15,000  "savings"  ac- 
count (held  by  the  insurance  com- 
pany) plus  about  $10,000  in  actual 
insurance  protection  from  the  compa- 
ny. For  in  a  whole  life  policy,  as  the 
cash  value  goes  up,  the  amount  of  in- 
surance goes  down;  that  $25,000  face 
value  refers  to  combined  value  of  the 
"savings"  and  the  insurance. 

In  addition,  the  cash  value  does  not 
build  up  at  a  compound  rate  of  in- 
terest, as  in  a  bank  savings  account, 
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Banks  shouldn't 
hold  up  people,  either. 


A  company  called  TRW  is  helping 
banks  reduce  those  long  lines 
that  keep  customers  fretting  in 
front  of  tellers'  windows.  By 
providing  a  new  electronic  teller 
terminal. 

It  lets  bank  tellers  handle  most 
transactions  in  seconds.  Result: 
More  efficient  service  and  shorter 
lines.  Happier  customers  and 
happier  bankers. 

TRW's  terminal  gives  instant 
and  positive  customer  identification. 


It  automatically  updates  accounts 
at  the  time  of  each  transaction.  It 
maintains  a  continuous  cash 
position  for  each  teller  and  each 
branch.  It  displays  answers  to 
queries  in  simple  English,  not  in 
computer  code.  And  it  assures 
banks  of  flexibility  in  choice  of 
computers  as  electronic  funds 
activities  increase. 

Over  the  next  five  years,  banks 
and  thrift  institutions  probably 
will  install  more  than  235,000 


teller  terminals,  making  an 
investment  of  more  than  $2  billion. 
TRW  will  be  one  of  the  major 
suppliers  of  these  terminal  systems. 

A  company  called  TRW,  working 
and  growing  worldwide  in 
electronics,  in  energy  systems 
and  in  transportation. 

For  more  information  about  TRW, 
write  Corporate  Public  Relations, 
23555  Euclid  Avenue, 
Cleveland,  Ohio  44117. 


Teller  transaction  terminals 
designed  and  built  by  the 
FDSli  Division  of  TRW,  are 
saving  time  for  banks  and 
thrift  institutions  all  across 
the  country. 

A  COMPANY  CALLED 

TRW 


hut  by  roughly  the  same  set  dollar 
amount  each  year.  Any  interest 
earned  from  investing  it  goes  to  the 
company,  not  the  policyholder  (which 
is  why  cash  value  isn't  taxed) . 

Aha,  you  say.  So,  the  whole  life 
policy,  for  only  an  extra  $600  in  pre- 
miums, gets  you  $15,000  in  cash  over 
30  years.  Sounds  like  a  good  buy, 
doesn't  it?  But  wait  a  minute.  Re- 
member this.  In  the  early  years  of  the 
term  plan,  your  premiums  were  low: 
just  $125  a  year.  Suppose  during 
those  early  years  you  had  taken  the 
premium  difference— $250  a  year— and 
invested  it  in  some  kind  of  a  savings 
account.  Assume  a  5%  interest  rate. 
Had  you  done  that  you  would  have 
accumulated  a  good  deal  of  money  in 
the  early  years.  Given  the  power  of 
compound  interest,  that  premium  dif- 
ference would  create  enough  in  sav- 
ings not  only  to  pay  the  higher  term 
premiums  of  later  years,  but  to  leave 
you  with  a  substantial  cash  accumu- 
lation, about  $7,000. 

Suppose  the  insured  dies  in  the  fi- 
nal year.  Who  is  better  off?  In  sheer 
dollars,  the  man  who  invested  in 
term  is  better  off.  His  heirs  collect 
the  $25,000  insurance  and  have 
$7,000  in  the  bank.  Heirs  of  the  whole 


life    insured   get   just    $25,000,   which 
includes  the  $15,000  cash  value. 

Confusing?  Yes.  Term  insurance  is 
unquestionably  cheaper  as  sheer  in- 
surance protection.  But  supposing,  in- 
stead of  dying  at  age  65,  the  in- 
sured retires.  He  decides  he  doesn't 
need  any  more  insurance.  Who,  then, 
is  better  off?  The  man  with  whole  life 
is  better  off.  He  can  cash  in  his  pol- 
icy for  about  $15,000,  while  the  term 
insured  man  has  only  his  $7,000  net 
savings  and  interest. 

Experts  who  have  done  the  calcu- 
lations on  a  broad  sampling  basis 
have  concluded  that  term  probably 
is  good  if  you  can  invest  the  differ- 
ence elsewhere  to  earn  5%  or  more 
after  taxes.  If  you  can't,  they  say, 
then  whole  life  is  probably  better. 

But  who  can  guarantee  earning 
over  5%  after  taxes  year  in,  year  out? 
You  may  have  a  great  little  deal  go- 
ing now  that  brings  in  8%  after  taxes. 
But  will  you  still  have  that  great  lit- 
tle deal  five  or  ten  years  down  the 
road?  Back  in  the  Sixties  whole  life 
critics  abounded  who  counseled  buy- 
ing term  and  putting  the  premium 
difference  into  mutual  funds  or  the 
stock  market.  These  people  are  very, 
very  quiet  nowadays. 


How  They  Stack  Up 


You  can  look  at  life  insurance  two  ways:  1)  What  have  you  got  while 
you  are  still  alive,  and  2)  What  will  your  survivors  get?  In  the  comparison 
below,  the  whole  life  policyholder  has  $15,500  after  20  years  if  he  bor- 
rows his  cash  value  and  withdraws  his  accumulated  policy  dividends. 
The  term  policyholder,  buying  the  same  face  amount  of  insurance  and  in- 
vesting the  premium  difference,  has  only  $13,100.  However,  at  the  20- 
year  point  the  term  owner  still  has  $25,000  of  protection,  while  the 
whole  life  owner  has  only  $15,700  (the  face  amount  less  his  cash  value). 
If  the  whole  life  owner  cashes  in  his  policy,  rather  than  borrowing  the 
cash  value,  his  protection  ends  altogether.  In  the  event  of  death,  the 
term  policyholder  receives  more,  although  his  accumulated  interest  on 
the  premium  difference  is  taxable  while  the  whole  life  cash  value  is  not. 
Which  is  best?  It  all  depends. 


Policy 
Year 


1 

5 

10 

15 

20 


Whole  Life 

A  typical  $25,000  participat- 
ing policy  taken  out  at  age 
35  with  policy  dividends  left 
to  accumulate  interest  at  5% 
annually. 


While  Alive 

Policyholder 

Has: 

Cash 
Value  &         Actual 
Accumulated  Insurance 
Dividends   Protection* 


75 

2,150 

5,800 

10,100 

15,500 


24,975 
23,300 
20,700 
18,300 
15,700 


Upon 
Death  His 
Survivors 
Receive: 

Death 

Benefit** 

&  Accumulated 

Dividends 


25,050 
25,450 
26,500 
28,400 
31,200 


Term 

A  typical  $25,000  five-year 
renewable  policy  taken  out 
at  age  35  with  premium  dif- 
ference invested  to  earn  5% 
annually. 


While  Alive 

Policyholder 

Has: 

Invested  Actual 

Premium       Insurance 
Difference     Protection 


475 

2,600 

5,700 

9,200 

13,100 


25,000 
25,000 
25,000 
25,000 
25,000 


Upon 

Death  His 

Survivors 

Receive: 

Death 

Benefit  & 

Invested 

Prem.  Dirt. 


25,475 
27,600 
30,700 

34,201) 
38,100 


unt  less  cash  value. 
'urn  of  cash  value 


Two  words  of 
advice  to  any 
businessman 
who  in  1958 
thought  the 
Xerox  copier 
was  just  a 
passing  fancy. 


Nobody  in  business  is  right  all 
the  time.  But  it  should  never  be 
for  a  lack  of  information.  Or  a  lot  of 
misconceptions. 

Mississippi  is  not  what  you  think. 
We're  much  more  than  gumbo,  cotton 
and  magnolia. 

Take  our  willing  and  eager  labor 
force  for  instance.  Our  abundance  of 
raw  materials.  A  wealth  of  accessible 
land,  sea  and  air  transportation.  And 
some  of  the  most  favorable  tax  laws  in 
the  nation. 

Plus  a  great  climate,  and  plenty 
to  do  out  in  it. 

Write  for  our  statistical  book 
today.  Or  better  yet,  just  go  ahead  and 
move  your  plant  here. 

And  watch  trie  less  farsighted 
businessmen  copy  you. 


Along  with  my  Re-Think  Mississippi  button 

please  send  me  information  on: 

□  Industrial  opportunities  in  Mississippi 

(Attach  coupon  to  your  business 

letterhead.) 
D  Travel  information  (our  new  travel 

guide).  See  Mississippi  while  looking  for  a 

new  plant  site. 

Name Title 

Business 

Address 

City  


Jstate^ 


JSp. 


Mississippi  A  &  I  Board  P  O  Box  849 

Jackson.  Mississippi  39205 


FB 
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Afastreliabl 
sharp,  clean  copie 


Not  too  many  years  ago,  selecting  a  copier 
was  a  fairly  easy  matter. 

You  bought  the  one  that  performed  best. 

Today,  it's  almost  impossible  to  pick  a  copier 
on  that  basis,  for  there  are  now  any  number  of  copi- 
ers that  turn  out  good  work. 

Yet,  there  can  still  be  a  significant  difference 
in  the  total  results  you  get  from  one  copier  versus 
another. 

And  that  difference  can  come  from  a  number 


of  places.  It  can  come  from  the  type  orcombinatio 
of  machines  you  settle  on. 

Or   where,    precisely,    those    machines   am 
located.  Or  how  well  they're  matched  to  your 
office  requirements.  To  your  people.  Your  work  flov 
Your  other  equipment. 

It  all  matters.  And  it  involves  more  than  mei 
selling  you  a  copier.  It  involves  a  commitmei 
our  part  to  help  you  better  manage  your  entire  cop 
mg  system. 


copier  that  gives  you 
is  no  longer  enough. 


kas      wm!mmm 


A  commitment  we're  willing  to  make.  And 
able  to  backup. 

With  a  unique  price-ceiling  plan  that  puts  a 
fixed  limit  on  what  your  copier  costs  will  be.  With 
office  experience  that  goes  far  beyond  office 
copiers. 

Just  give  us  a  call  at  our  Office  Products 
Division  and  one  of  our  Representatives  will  be 
happy  to  come  in,  discuss  your  problems  and  get 
started  on  a  solution. 


Word  Processing 


It  boils  down  to  this.  For  sheer  in- 
surance, term  is  best.  But  for  insur- 
ance-cum-savings,  there  is  a  lot  to  be 
said  for  whole  life. 

Experience  shows  that  most  life  in- 
surance policies  are  bought  for  death 
protection,  and  that  once  in  force  for 
ten  years  they  tend  to  stay  in  force 
until  death.  If  prior  to  dying,  the  in- 
sured borrows  against  whole  life,  he 
thereby  reduces  the  amount  of  his 
death  benefits  by  the  amount  of  the 
loan;  the  term  insurance  buyer,  by 
contrast,  can  draw  on  his  savings  ac- 
count without  reducing  the  amount  of 
his  insurance. 

In  the  end,  then,  the  question  a 
buyer  should  ask  himself,  is:  Do  I 
want  simple  life  insurance  or  do  I 
want  life  insurance  with  an  optional 
savings  feature?  If  it  is  the  latter 
you  want,  there  is  a  further  benefit 
in  whole  life:  The  cash  buildup  is 
tax-free;  with  the  term,  plus  outside 
savings,  the  interest  will  be  taxable. 
Thus  for  a  man  in  a  high  tax  brack- 
et, whole  life  can  be  an  attractive  if 
rather  low-yielding  investment. 

A  Difficult  Choice 

In  short,  there  is  no  easy  answer  to 
the  question:  Term?  Or  whole  life? 

There  is  another  difficult  choice 
that  insurance  buyers  must  make: 
Which  company  to  buy  from?  In  ac- 
tual practice  the  cost  of  both  kinds 
of  policies  varies  all  over  the  lot.  How 
do  you  make  this  choice?  Where  do 
you  get  the  information?  That  is  a 
bit  easier  to  learn  nowadays,  thanks 
to  the  better  cost  disclosure  brought 
about  by  reformers  like  Ralph  Nader, 
former  Pennsylvania  Insurance  Com- 
missioner Herbert  Denenberg,  Sena- 
tor Philip  Hart  (Dem.,  Mich.)  and 
others.  Today  most  life  insurance 
agents  can  produce,  on  request,  in- 
terest-adjusted cost  figures  for  their 
policies.   The  Pennsylvania   Insurance 

When  An  Agent  Calls 

Life  insurance  salesmen  do  at  least 
two  things  with  ease.  They  drink 
many  cups  of  your  coffee.  And  at  the 
same  time,  they  talk  in  a  bewildering 
jargon  about  a  variety  of  policies,  all 
of  which  are  priced  differently  from 
those  of  their  competitors.  You  are 
probably  convinced  you  need  a  pol- 
icy—otherwise you  wouldn't  be  mak- 
ing coffee  for  them— but  you  have  no 
idea  what  it  will  cost. 

Here  are  some  questions  to  ask: 
What  is  the  interest-adjusted  cost? 
Most  agents  now  carry  interest-adjust- 
ed cost  figures  for  their  policies.  They 
take  into  account  the  time  value  of 
premiums  and  policy  dividends.  Most 
of  the  present  figures  show  the  "sur- 
render cost"— the  cost  if  the  policy  is 


It's  An  III  Wind 


Does  inflation  favor  whole  life  in- 
surance or  term? 

It  erodes  the  fixed-dollar  death 
benefits  equally.  If  there  has  been  a 
50%  inflation  over  the  life  of  a  policy, 
the  purchasing  power  of  the  death 
benefit  will  be  cut  in  half,  whether 
it's  from  term  or  whole  life. 

But  what  about  the  premiums  paid 
in?  On  a  whole  life  policy  they  are 
much  larger  in  the  earlier  years,  so 
the  insured  pays  in  a  higher  propor- 
tion of  more  valuable  dollars.  This  all 
washes  out,  however,  if  it  is  the  pol- 
icyholder's plan  to  buy  term  and  in- 
vest the  premium  difference  in  a  side 
fund.  The  number  of  dollars  exposed 
to  inflation  is  the  same.  Its  effect  de- 


pends on  the  side  fund's  return. 
The  fact  is,  life  insurance  of  either 
type  is  vulnerable  to  inflation.  It  used 
to  be  a  popular  theory  that  you  could 
beat  the  rap  by  buying  term  and  in- 
vesting the  difference  in  stocks  and 
mutual  funds  or  in  real  estate.  Alas, 
most  such  investments  have  fared 
even  worse  than  fixed-dollar  invest- 
ments. And  so,  there  is  no  easy  way 
out  if  you  want  to  provide  for  your 
family.  Interestingly,  the  hopelessness 
of  it  all  has  helped  life  insurance 
salesmen  sell  bigger  policies.  It  makes 
sense— sort  of.  An  inflation-conscious 
public  feels  that  it  will  take  more 
dollars  in  the  future  to  provide  a  rea- 
sonable nest  egg. 


Department  will  provide  a  "Shop- 
per's Guide"  containing  interest-ad- 
justed cost  rankings  of  various  pol- 
icies for  companies  doing  business  in 
that  state,  though  the  rankings  have 
not  been  updated  since  Denenberg 
left  office  in  1974.  Consumer  Reports, 
for  one,  recently  published  an  excel- 
lent interest-adjusted  cost  study. 

The  major  shortcoming  of  most  of 
these  interest-adjusted  cost  surveys  is 
that  their  cost  indices  are  predicated 
on  cashing  in  the  surrender  value, 
when,  in  fact,  experts  say,  most  pol- 
icies are  bought  for  death  protection. 
Subtracting  the  cash  value  makes  the 
cost  figures  for  whole  life  policies  ap- 
pear far  lower  than  those  of  term  pol- 
icies. As  we  have  seen,  that  is  not 
necessarily  true.  Allstate,  the  big 
Sears,  Roebuck  insurance  subsidiary, 
is  currently  spearheading  a  movement 
to  reveal  "death  cost"  figures  as  well 
as  "surrender  cost"  figures  for  whole 
life  policies. 

The  present  interest-adjusted  fig- 
ures do,  however,  reveal  one  very  in- 


teresting fact  about  whole  life  insur- 
ance. The  policies  of  the  very  big- 
gest companies,  who  sell  the  bulk  of 
the  nation's  life  insurance,  rarely  rank 
among  the  least  costly  ones.  An  ex- 
ception is  Northwestern  Mutual,  the 
seventh-largest  life  company  and  one 
of  the  biggest  sellers  of  individual 
whole  life  policies.  NML's  whole  life 
policies  more  often  than  not  rank  well. 

On  that  evidence  alone  it  is  safe 
to  conclude  that  a  great  deal  of  the 
$97  billion  worth  of  whole  life  sold 
last  year  was  bought  unwisely. 
Whether  a  large  amount  of  term 
should  have  been  bought  instead,  or 
merely  some  other  companies'  lower 
cost  whole  life  policies,  is  impossible 
to  say,  what  with  1,833  companies 
selling  thousands  of  different  policies. 

About  the  best  blanket  advice  that 
Forbes  can  give,  then,  is  this:  Shop 
for  life  insurance  as  carefully  as  you 
would  shop  for  a  new  home  or  an  ed- 
ucation for  your  children.  As  with 
these,  a  life  insurance  policy  is  a  life- 
time investment.   ■ 


cashed  in  after  five,  ten  or  20  years. 
If  you  intend  to  hold  the  policy  until 
death— most  people  do— ask  them  for 
the  interest-adjusted  "death  cost,"  not 
including  the  return  of  the  cash  value. 
Very  few  agents  carry  that  figure.  It  is 
available,  however,  and  you  should 
ask  the  insurance  agent  to  get  it.  If 
he  refuses  to  provide  it,  move  on  to 
another  company. 

What  is  the  company's  dividend 
record?  The  dividends  he  will  quote 
on  participating  policies  are  not  guar- 
anteed. They  depend  on  the  com- 
pany's operating  experience.  Ask  what 
the  company's  actual  experience  has 
been  vs.  its  illustrated  payouts.  Some 
do  better,  some  do  not. 

How  does  the  term  cost  compare 


over  a  lifetime?  Invariably  an  agent 
will  try  to  sell  you  whole  life,  since 
the  larger  premium  means  a  larger 
commission.  He  will  argue  that  term 
premiums  go  up  sharply  in  the  Utter 
years.  But  how  sharply?  Ask  him  to 
show  you  the  interest-adjusted  term 
cost  renewed  through  age  65  against 
the  whole  life  "death  cost."  Though 
term  seems  very  costly  to  renew  be 
yond  age  50,  its  cost  over  a  lifetime 
actually  may  be  lower. 

Many  companies  have  combination 
policies  with  unique  features  thai 
seem  to  lower  the  premiums  and  make 
them  impossible  to  compare  with  Oth 
ers.  Remember  this:  The  interest  ad 
justed  cost  figure  is  usually  a  good 
common  denominator. 
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The  Money  Men 


"Too  Soon/'  Charlie  Allen? 


"If  only  I'd  bought  in  then,  when 
everyone  else  was  selling.  .  .  ." 

How  many  times  have  you  said 
that?  It's  the  universal  lament  of  ev- 
ery investor  big  and  small  who  ever 
missed  a  market  bottom  or  a  buying 
opportunity.  When  your  stockbroker 
is  driving  a  taxicab  and  good  real  es- 
tate stands  empty— that's  the  time  to 
buy.  That's  when  the  great  fortunes 
are  made.  Everyone  knows  that.  But 
practically  no  one  has  the  nerve  to 
doit. 

Charles  Allen  Jr.  of  Wall  Street's  Al- 
len &  Co.  is  one  of  the  gutsy  excep- 
tions. He  has  the  nerve,  the  money— 
and  above  all,  the  sense  of  timing. 
Allen,  whose  middle  name  was 
S-y-n-t-e-x  during  the  Sixties,  locked 
up  his  first  fortune  in  the  late  Thir- 
ties and  early  Forties  when  stocks  and 
real  estate  were  in  even  worse  shape 
than  they  are  today.  For  instance, 
Charlie  and  his  brother  Herbert 
bought  Missouri  Pacific  shares  for  27 
cents  each,  and  later  sold  them  at 
$10.  Around  the  same  time,  they 
made  $1  million  on  a  block  of  Inter- 
national Telephone  &  Telegraph,  $2 
million  on  Phoenix  Securities. 

After  World  War  II,  it  was  huge 
tracts  of  industrial  real  estate  in  North 
Kansas  City  with  Chicago  real  estate 
man  (now,  magnate)  Arthur  Rubloff. 
Bought  for  around  15  cents  a  square 
foot,  that  property— still  owned  by  the 
Aliens  and  Rubloff— has  a  book  value 
of  over  $50  million  and  has  the  great » 


Murphy  Yards  of  the  Burlington 
Northern  Railroad  as  a  prime  tenant. 

What  is  Charlie  Allen  doing  to- 
day? Is  his  shrewd  sense  of  timing 
compelling  him  to  snap  up  depressed 
real  estate?  Or  to  plunge  into  trou- 
bled companies  with  paper  thin 
price/ earnings  ratios? 

"It's  a  little  too  soon,  I  think  .  .  . 
really,"  he  replies. 

Too  soon? 

"Oh,  sure,"  says  Allen.  "There's  so 
much  trouble  around.  It  takes  a  long 
time  to  clear  up.  I  don't  say  the  stock 
market.  I'm  talking  about  the  real 
ways  to  make  money.  Look  at  real  es- 
tate, the  mess  it's  in.  The  last  time 
real  estate  went,  in  1929,  it  didn't 
come  out  until  after  the  war.  I  think 
it's  too  soon  to  try  to  pick  up  things 
to  make  a  fortune  out  of." 

Add  a  few  grains  of  salt  to  that 
last  remark. 

Forbes  Senior  Editor  Geof  Smith 
made  another  phone  call  to  Arthur 
Rubloff— the  Aliens'  equal  partner  in 
virtually  every  one  of  their  real  estate 
ventures  for  the  last  28  years. 
"Charles,  Herbert  and  I,  we  talk  two 
or  three  times  a  day,  seven  days  a 
week,"  says  Rubloff  from  his  winter 
residence  at  Palm  Beach.  "I  don't  do 
anything  without  them,  and  they 
don't  do  anything  without  me.  Right 
now,  for  example,  we're  talking  about 
doing  six  blocks  on  downtown  State 
Street  in  Chicago.  Right  across  from 
Marshall  Fields.   It's  completely  shot 


to  hell  and,  hopefully,  we're  going  to 
spend  $600  million  or  $700  million 
to  build  a  whole  new  city  there." 

The  equity  behind  that  $600  mil- 
lion spending  will  come  from  the  per- 
sonal capital  of  the  Allen  brothers  and 
Arthur  Rubloff.  Rubloff  can  afford  it. 
He's  so  rich  that  a  few  years  ago  he 
gave  away  his  $275-million  (reve- 
nues) real  estate  organization  (one  of 
the  three  or  four  largest  in  the  coun- 
try) to  his  employees. 

"I  wanted  to  concentrate  on  the 
creative  end  of  real  estate,"  explains 
Rubloff.  "The  Aliens  and  I  built 
Carl  Sandburg  Village,  for  example, 
2,700  apartments  a  little  over  a  mile 
from  the  Loop.  We  built  the  first  ma- 
jor shopping  center  in  America  in 
Chicago  in  1947— a  pacesetter  for  the 
whole  goddamn  industry.  We  pio- 
neered the  retail  development  in 
Northern  California  ...  12  years  ago, 
and  we  now  have  four  of  the  largest 
developments  out  there.  We  owned 
107,000  acres  of  El  Paso,  Tex.  that 
we  bought  for  $875,000  and  then  sold 
off  a  part  of  it  for  $12  million." 

So  the  bulk  of  the  Allen  fortune  is 
in  real  estate?  "Oh  God,  no!"  laughs 
Rubloff.  "Together  we  own  a  fortune 
in  real  estate,  but  it's  infinitesimal 
compared  with  the  Allen  money.  That 
family  is  worth  more  money  than 
most  people  dream  exists.  Plenty  of 
staying  power,  believe  me." 

We  phoned  Allen  again.  Too  soon 
Mr.  Allen?  What  about  that  $600- 
million  State  Street  deal  with  your  old 
friend  Arthur  Rubloff? 


Rebuild  six  blocks  of  Chicago's  State  Street  with  Arthur  Rubloff?  "Sure,"  says  Charlie  Allen  (left),  "it's  just  a  side  thing." 
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Sarafge 

LIKES  IOWA 


IOWA  LIKES 
SARA  LEE 


And  that's  a  nice  arrangement,  any  way  you  slice  it.  Fact  is,  159  of 
America's  "Top  500"  companies  operate  436  plants  in  Iowa. 

You'll  like  Iowa,  too. 


Richard  I.  Powell,  Director,  Development  Division 

Iowa  Development  Commission,  250  Jewett  Bldg.  Dept.   FO-3 

Des  Moines,  Iowa  50309 

I'm  interested  in  Iowa.  Send  me  facts. 

Name 

Phone 

Title 


Company. 
City 


State. 


Zip. 


_OW9 

a  place  to  grow 


The  Money  Men 


Reluctantly,  Allen  agrees  to  meet 
with  Forbes  at  his  spartan  offices  at 
30  Broad  Street.  "But  no  photog- 
rapher," he  insists. 

"It's  just  a  side  thing,  this  State 
Street  deal,"  Allen  begins,  bursting 
into  the  room  with  an  energy  belying 
his  71  years  and  talking  as  quickh 
as  he  walks.  "If  Arthur  wants  to  do  it, 
Herbert  and  I  will  take  a  piece  of  it. 
But  it's  not  our  main  interest.  You 
know  how  it  is  in  real  estate:  The  big- 
ger the  project,  the  smaller  the  equity 
percentage."  How  much  is  Allen  put- 
ting up  front  in  State  Street?  "I  really 
don't  even  know  about  this  deal," 
he  sa\s.  "Not  much,  though." 

But  you  said  it  was  "too  soon.  .  .  ." 

"It  is,  it  is,"  Allen  insists.  "Look,  1 
think  there  will  be  many  more  op- 
portunities in  real  estate  than  even 
in  the  Depression.  Heal  estate  toda\ 
is  in  worse  shape  than  it  was  in  the 
Thirties.  But  these  things  take  time  .  .  . 
and  cheap  money.  We  don't  have 
cheap  money  toda\ ." 

But.  .  .  .  The  phone  rings. 

Allen  leaps  up  from  his  chair  like 
a  cat  who  has  just  spied  a  mouse. 
"Aw  right,  you  got  a  thousand.  Put 
it  in  at  20.  Yeah."  Click. 

Another  Syntex?  Allen  laughs. 
"People  bring  deals  to  us  because 
the)  get  a  quick  decision  and  be- 
cause we  buy  and  hold.  We  paid  a 
finders  tee  tor  Syntex  to  some  fel- 
low on  The-  Street.  .  .  ."  WhoP  "I  don't 
want  to  say.  He's  dead  now  any- 
way. Lazard  was  analyzing  and  ana- 
lyzing, and  we  just  said  fine."  All 
our  deals  are  that  w  ay." 

Win  did  you  say  "fine?  "Interest- 
ing product,"  Allen  replies,  a  twin- 
kle in  his  eye.  "Liked  the  people. 
What  other  long-term  stock  invest- 
ments do  you  have  .  .  .  Colorado  fuel 
&  Iron...?  "Just  sold  that,"  says 
Allen,  "after  28  years."  A  profit?  "I 
forget,  I  forget."  Ogden?  "Ogden. 
a    big    block    of    Syntex,    Ambae,    Ben 

guet     Consolidated,     Warner     Com- 
munications,  we   put   thai    together, 
Columbia  Pictures?  "That's  m\  neph- 
ew's.   I    don't    know    anything   about 

that,"  says  Allen. 

On  Occasion,  the  Aliens  ha\  e  kept 
some  rather  raey  company.  One  old 
friend  is  Wallace  Groves,  wlio  was 
com  ieted  of  stock  fraud  in  l()  I  I  and 
is  now  a  prominent  Bahamian  inone\ 
man.  Herbert  Allen  was  one  ol  tin 
original  investors  (a  259  position) 
in  the  Freeport  Development  Corp 
that  financed  the  casino  building 
boom  there.  "We'ie  out  of  tlial  now  ," 
says     Allen.     "I     haven't     been     down 
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Now  that  you've  invested 

thousands  of  dollars  in  yourself. 

Spend  $17more,and  cover 

your  investment. 


*^>0t4P*&~i 


INnnm 


How  many  v  *  \  x  >.* 

thousands  of  dollars  v  v '  x ,  i1 

have  you  invested  in  you  so  / 

far?  In  your  "attractiveness  for 

advancement? "Add  it  up!  Education. 

Your  wardrobe.  Entertaining.  Membership  in  a  club.  Surely  it's 

worth  spending  less  than  $20  more  to  protect  the  substantial 

investment  you've  already  made. 

For  only  $17— the  cost  of  a  new  shirt,  and  maybe,  a  tie— you  can  have 
your  own  subscription  to  Business  Week— one  of  the  best  investments 
you  can  make  in  you.  A  full  year  of  the  information  you  need  to  keep 
advancing  along  your  success  route . . .  for  just  34<*  a  week. 

With  your  own  personal  copy  of  Business  Week,  you  have  every  week's 
business  news — the  news  that  affects  you — at  your  fingertips . . .  every  week! 
National  and  international  news ...  on  the  economy,  government,  marketing, 
finance,  technology,  transportation,  labor,  and  business  and  industry  and  the 
people  who  control  them.  Plus  unique  features  like  our  Outlook  series,  Figures  of 
the  Week,  Personal  Business,  Marketing  Observer  and  Wall  Street  sections. 

And  there's  a  special  bonus  for  subscribing  now.  Because  every  executive  should 
be  familiar  with  our  highly-regarded  "Special  Reports  on  Major  Business 
Problems, "we'd  like  you  to  have  them  —  in  an  Executive  Portfolio  with  your  name 
stamped  in  gold  on  the  cover—  as  our  free  gift  to  you  for  subscribing. 

Cover  your  investment  in  yourself.  Subscribe  to  Business  Week  right  away.  Just  fill 
in  the  coupon  below;  tear  it  out  and  drop  it  in  the  mail.  No  need  to  send  money 
now— we'll  bill  you  later. 


*If  coupon  is  missing,  please  send 
us  your  name,  title,  company, 
address,  whom  to  bill  (you  or 
company),  to:  Business  Week, 
McGraw-Hill  Building,  Rocke- 
feller Center,  N.Y.C.,  N.Y.  10020. 


I'm  worth  the  investment. 

Start  my  Business  Week ' retur  ns'coming. 


Start  with  my  free,  personalized  Executive  Portfolio  of 
Special  Reports  on  Major  Business  Problems,  and  enter 
a  one-year  subscription  to  Business  Week  at  $17  in  my 
name.  (Please  print  name  as  it  should  appear  in  gold  on 
yourPortfolio.)  SAVINGS  OPTION:  □  I  prefer  a  3-year 
subscription  at  $37. 
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COMPANY- 
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CITY. 


. STATE  - 


.ZIP. 


Product 

or  Business. 

No.  Employees  in  Company 


I I  Manufacturer 

-LJ  Distributor 


I I  Subscription  Payment  Enclosed    I I    Bill  Me 

LJ  Bill  Company 

Check  CJ  ONLY  if  you  want  BusinessWeek 

mailed  to  home  address  as  below: 
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.  STATE . 


.ZIP. 


MAIL  TO:  Business  Week,  McGraw-Hill 
Building,  Rockefeller  Center,  N.Y.,  N.Y.  10020 


Tools  for  today's  decision  makers. 

Keeping  a  jump  ahead 
of  changing  real  estate 
values  isn't  easy  — 
but  it's  necessary. 

More  than  40  years  of  major  real  estate  experience  is  packed 
into  the  pages  of  this  informative,  helpful  booklet. 
Anyone  involved  in  property  management,  ownership, 
sale  or  investment  will  want  a  copy  of  "Real  estate  appraisals 
and  consultation  seivices."  Yours  for  the  asking. 

Write:  Dept.200, 1645  Beverly  Blvd.,  Los  Angeles, 
California  90026.  Or  contact  your  area  M/S  office. 

appraisals  by 
Marshall  and  Stevens 

Offices  around  the  world   III  A  Unionamerica  Company 


Pat  and  Mike  on  Central  Rirk  South. 


On  Standing  Pat 

We  stand  firm  on  our  Essex  House 
tradition. 
Whenever  you  stay  here,  we  sur- 
round you  with  all  the  special  style 
our  name  is  famous  for.  Comfortably 
wrapped  in  a  genuine  welcome  and 
honest  concern  for  your  needs.  We 
want  to  make  you  happy. 

Mike  the  Magnificent. 

Whenever  we  talk 
about  our  tradition. 
we  must  make  mention 
of  a  man  who  has  made 
history    here.    Mike 
O'Rourke,  our  Senior 
Bell  Captain,  is  typical 
of  the  people  who  wel- 
come you  to  our  hotel. 
He\    been    bringing    a 


positive  quality  and  sense  of  personal 
enjoyment  to  every  aspect  of  nis  work 
for  over  42  years.  Thank  you.  Mike. 
You're  magnificent. 

Pleas  and  Thank  You. 

WE  urge  you  to  make  reservations 
in  advance  of  your  trip,  but  if 
business  brings  you  here  in  a  hurr\. 
call  toll-free.  We'll  do  our  best  to  pro- 
vide your  room  or  suite.  Thank  you. 

Marriott's 
ESSEX  HOUSE 

I//  you  need  to  know  about  howls  in  \  en   York 

160  Central  Park  South.  Ne*  York  HHilv. 

Telephone  toll-free  for  your  reservations: 

800-228-9290. 

II  rite  I"'  our  'if.i  brochure. 
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The  Money  Men 


there  in  five  years."  Is  there  casino 
"skim"  money  behind  Allen  &  Co.? 
"Forget  it,"  laughs  Allen.  "How  can 
you  have  skim  money  where  you  have 
no  taxes?  We  know  what's  what.  It's 
so  ridiculous.  So  laughable.  All  those 
*  tales  of  laundered  money  from  Mex- 
ico. There's  not  an  outside  dollar  in 
Allen  &  Co.  We  don't  work  with  oth- 
er people's  money." 

In  fact,  Allen  &  Co.  almost  never 
works  with  other  Wall  Street  houses, 
except  as  lead  underwriter.  Why's 
that,  Mr.  Allen?  Allen  smiles  and  says 
nothing.  Afraid  you'll  get  screwed? 
Allen  nods  his  head.  "Sure,"  he  says, 
"you  think  they  cut  you  in  on  the 
good  stuff?" 

Does  Allen  &  Co.  do  any  overseas 
work  in  oil  and  gas?  "No.  Never  had 
any  luck  at  it,"  Allen  replies.  "Never 
found  a  man  with  the  expertise."  But 
you  are  suing  Occidental  Petroleum 
over  a  $100-million,  25%  interest  in 
Oxy's  Libyan  oil  concessions,  aren't 
you?  Because  your  brother  Herbert 
allegedly  brought  Dr.  Hammer  and 
the  Libyans  together?  "Well,  I  really 
can't  comment  on  that,"  says  Allen. 
"It's  in  the  courts  on  appeal." 

What  about  your  friend  Rubloff's 
comment  that  you're  worth  a  fortune 
in  real  estate?  True?  "Oh  God!" 
laughs  Allen.  "A  fortune  in  real  estate 
is  what  you  can  get  for  it.  What's 
wealth)? 

"It's  exaggerated.  I  keep  very  little 
outside  of  Allen  &  Co."  (He  doesn't 
need  to.  Allen  &  Co.,  entirely  owned 
by  the  Allen  family,  has  more  equity 
capital,  $76  million  at  last  ranking, 
than  an)-  other  investment  house  on 
Wall  Street  save  for  Merrill  Lynch, 
Bache  and  Salomon  Bros.,  and  no 
debt  whatever. ) 

"Forget  the  great  wealth,"  sa\  ■> 
Allen  soothingly.  "Who  cares  about 
money?"  Why  does  Forbes  want  to 
talk  to  him  anyway?  Nothing  much 
is  happening.  "We  haven't  clone  much 
in  the  past  couple  of  years,"  lie  says. 
"No  major  undervvritings,  no  interest- 
ing deals.  We're  just  sitting  on  the 
sidelines  waiting  for  easier  mone\ ." 

By  his  standards,  Charlie  Allen 
isn't  doing  much  these  days.  But  re- 
member, that's  judging  by  the  stan- 
dards of  a  man  who  has  trouble  sit 
ting  for  longer  than  30  seconds  at  a 
time;    and    what    is    idleness    lor    liini 

would  be  Frantic  activity  to  most  of 
us.  The  mere  fact  that  he  is  investing 

in  real  estate  at  all  — not  to  mention 
putting  money  into  projects  as  large 
as  the  State  Street  venture  should  he 
tip-ofl   enough   about    how    he   leels.    ■ 
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As  You  Were 


Look  what  happened  to  the 
FTC's  Xerox  settlement! 

A  $13  jump  in  Xerox'  stock  after  the 
first  decree  was  announced  last  fall 
showed  how  Xerox'  rooters  regarded 
the  terms  of  the  company's  settlement 
with  the  Federal  Trade  Commission: 
a  lenient  one  toward  Xerox.  But  last 
month  the  FTC  junked  the  draft  de- 
cree, setting  the  stage  for  a  good  deal 
of  haggling,  and  for  a  revised  decree 
that  will  surely  be  tougher  on  Xerox. 

Interestingly,  it  was  not  the  pro- 
fessional bigness-is-badness  types  who 
protested  the  Xerox  settlement.  It  was 
Xerox'  largest  competitors,  like  Inter- 
national Business  Machines  and  East- 
man Kodak,  that  complained. 

The  original  decree  would  have 
forced  Xerox  to  make  its  1,700  copier 
patents  available  to  all  comers  on  vir- 
tually royalty-free  terms.  In  return, 
competitors  would  have  been  obliged 
to  share  their  own  patents.  The  com- 
petitors didn't  like  that.  Kodak  and 
Itek,  having  spent  heavily  to  develop 
their  own  plain-paper  machines,  didn't 
want  to  share  the  fruits.  The  smaller 
competitors  were  afraid  that,  with 
Xerox'  technology  available,  big  com- 
panies like  NCR  and  Burroughs  might 
decide  to  enter  the  market. 

IBM's  objections  were  of  a  different 
nature.  IBM  wants  to  loosen  Xerox' 
powerful  marketing  grip,  which  comes 
from  its  huge  base  of  installed  equip- 
ment plus  a  17,000-man  field  force. 

In  its  initial  findings,  after  a  four- 
year  investigation,  the  FTC  did  ques- 
tion Xerox'  "lease-only"  pricing  and  its 
granting  of  hefty  quantity  discounts 
to  large  customers.  These  practices 
were  left  almost  untouched  in  the  first 
settlement,  however.  Next  time 
around,  IBM  wants  the  FTC  to  make 
competitors  would  have  been  obliged 

One  key  concession  will  undoubted- 
ly stay— the  one  providing  that  Xerox' 
Model  9200,  a  superfast  copier  de- 
signed to  compete  with  offset  ma- 
chines, will  be  included  in  the  patent 
licensing  provisions.  "That  machine, 
potentially  the  most  important  prod- 
uct since  the  914  copier,  is  expected 
to  contribute  a  major  portion  of  Xerox' 
revenues  in  the  future,"  says  G.A. 
Saxton  analyst  Leslie  Dea. 

Even  without  government  action, 
Xerox'  share  of  the  plain-paper  busi- 
ness has  dropped  from  95%  to  75%. 
The  biggest  factor  in  the  decline  has 
been  IBM's  entry  with  a  comparable 
product  three  years  ago.  It  may  well 
be  that  the  real  battle  will  be  decid- 
ed, not  in  the  law  courts,  but  in  the 
everyday  world  of  competition.   ■ 
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LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•  •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505—623-0507 


RECESSION  SAVINGS 
SPRAY  YOUR  OWN  ROOF 


Instead  of  laying  off  valued  employees  let 
them  repair  your  roofs  with  the  Randustrial® 
Do-lt-Yourself  Roof  Spray  System.  We'll 
loan  you  our  equipment  and  instruct  your 
men  in  its  use.  You'll  have  watertight,  pliable 
roofs  that  will  resist  the  roughest  weather  for 
years  to  come  —  and  you  save  the  cost  of  hir- 
ing a  contractor.  Inquire  for  a  copy  of  our  64 
page  roofing  and  maintenance  catalog  which 
contains  all  the  details. 

Send  a  Free  copy  of  your  64  page  catalog  to: 

NAME,  TITLE . 

COMPANY 

ADDRESS . 


CITY,  STATE,  ZIP. 
TEL.  NO 


(area  code) 


number 


Randustrial . 
Corporation 


Sales  Offices  in  Principal  Cities 


13306  Union  Avenue 
Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


FORBES,   MARCH    15,    1975 


67 


It's  time  you  drove 

one  of  the  ten  best  cars 

in  the  world. 


In  every  field,  the  "ten  best"  list 
is  an  honorable,  if  subjective, 
salute  to  excellence.  It's  made 
valid  by  the  credentials  of  the 
individuals  who  compile  the  list. 
Whenever  automotive  ex- 
perts rank  the  ten  best  cars  in 
the  world,  the  name  Mercedes- 
Benz  is  always  prominent.  And 
that  may  make  your  selection 
among  the  ten  models  we  offer 
just  a  little  complicated.  But 
very,  very  rewarding. 

Germany  was  the  birthplace  of 
the  automobile.  (Daimler- 
Benz  invented  it  in  1886.)  But 
America  is  its  home.  The  most 
knowledgeable  and  demanding  car 
market  in  the  world.  And  so  of  the 
27  different  models  Mercedes-Benz 
manufactures,  we  offer  only  ten  to 
the  United  States. 

Each  varies  only  in  degree  of 
technical  sophistication  — and 
therefore  price.  Individually,  each 
offers  you  very  specific  advantages. 
But  there  is  a  host  of  uncommon 
things  that  are  common  to  them 
all.  For  example: 

The  engineering  advantage 

Each  Mercedes-Benz  shares  a  world- 
renowned  heritage  of  engineering 
excellence  and  foresight. The  prod- 


Merccilcs-Ben;  450  Scries.  450SE  above;  and  280S  identical,  450SEI.  is  four  inches  longer. 


ucts  of  that  heritage  are  the  many 
technical  advances  pioneered  and 
proven  by  Mercedes-Benz. 

A  few  examples:  Mercedes- 
Benz  introduced  4-wheel  indepen- 
dent suspension  in  1931,  the  world's 
first  Diesel  passenger  car  in  1936 
and,   in   1951,  patented  the  rigid 


Mercedes-Benz  Technical  Specifications 

MODEL 

ENGINE 

DISPLACE 

MENT 

(CU.IN.l 

WHEEL- 
BASE 

(IN) 

OVERALL  CURB 
LENGTH  WEIGHT 
(IN.)        (LBS.) 

PRICE' 

240D  (Sedan) 

4  cyl.  one  (fuel  injected) 

1467 

108  3 

195.5 

3205 

$9,479 

300D  (Sedan) 

5  cyl.  ohc  (fuel  injected) 

183.4 

108.3 

195.5 

3450 

$11,782 

230 (Sedan) 

4  cyl.  ohc 

140.8 

108.3 

1955 

3230 

$9,357 

280  (Sedan) 

6  cyl.  done 

167.6 

108.3 

195.5 

3560 

$12,325 

280C  (Coupe) 

6  cyl.  done 

167.6 

108.3 

195.5 

3570 

$13,063 

280S  (Sedan) 

6  cyl.  done 

167.6 

112.8 

205.5 

3920 

$14,548 

450SE  (Sedan) 

V-8  ohc  (fuel  injected) 

275.8 

112.8 

205.5 

4100 

$17,713 

450SEL  (Sedan) 

V-8  ohc  (fuel  injected) 

275.8 

116.5 

209.4 

4140 

$19,106 

450SL  (Sports) 

V-8  ohc  (fuel  injected) 

275.8 

96.9 

182.3 

3780 

$17,056 

450SLC  (Sports  Coupe) 

V-8  ohc  (fuel  injected) 

275.8 

111.0 

196.4 

3820 

$21 ,307 

'East  and  Gulf  Coast  P  O  E  West  Coast 
Subject  to  change  without  notice 


passenger  cell/collapsible  front  and 
rear  zone  construction  now  found 
on  safety  vehicles.  In  1961,  front 
disc  brakes  were  introduced  into 
standard  production.  In  1968,  every 
Mercedes-Benz  had  disc  brakes  on 
all  four  wheels. 

Engine  technology  has  always 
been  a  Mercedes-Benz  forte.  To 
America,  Mercedes-Benz  offers  a 
sophisticated,  overhead  camshaft  4- 
cy Under  gasoline  engine... a  smooth 
double-overhead  cam  6-cy Under 
with  compound  carburetor. . .  and 
an  electronically  fuel-injected, 
overhead  cam  V-8  that  uses  only 
the  exact  amount  of  fuel  required. 

Our  Diesels  offer  a  separate  and 
un  ique  experience.Our  latest  Diese  1 , 
the  300D,  is  a  classic  of  Mercedes 
Benz  engineering.  It  establishes  a 
whole  new  category  of  Diesel  — a 
whole  new  category  of  automobile. 


higher  Exclude  State  Local  taxes  transportation  Include  suggested  Dealer  Pre-Delivery  charges 


It  is  the  world's  most  advanced 
Diesel  passenger  car.  It  is  so  luxuri- 
ous that  it  banishes,  once  and  for 
all,  the  image  of  the  Diesel  as  a 
workhorse.  Diesel  fans  will  find  its 
overall  performance  stunning— yet 
the  EPA  reports  that  it  will  deliver 
up  to  24  mpg  in  town  and  31  mpg 
on  the  highway.  And  it  burns  fuel 
that  is  readily  available  and  usually 
cheaper  than  gasoline. 

The  handcrafted  classics 

The  smooth,  classic  look  and  the 
pure  pleasures  of  a  Mercedes-Benz 
are  anything  but  happy  accidents. 
They  come  from  loving  care. 

Seams  are  soldered,  sanded  and 
polished  by  hand.  Every  crucial  bolt 
is  torqued  and  checked  by  hand. 
Seat  springs  are  hand-tied.  Twenty- 
four  pounds  of  vinyl  undercoating 
are  laved  on  by  hand.  Every  car  is 
baked,  spray-painted,  sanded, 
sprayed  again,  baked  again  and  fin- 
ished by  hand.  You  see  the  results 
in  every  Mercedes-Benz. 

Safety  first 

Some  day,  someone  will  manufac- 
ture an  automobile  that  will  clearly, 
and  without  equivocation,  be  rec- 
ognized  as   the  safest  car  in  the 


World's  most  copied  sedans.  Dimensions  similar  for  230,  240D,  280  Sedan  and  Coupe,  300D. 


world.  Mercedes-Benz  is  committed 
to  making  that  car. 

We've  already  made  extraor- 
dinary progress.  Every  Mercedes- 
Benz  fairly  bristles  with  sophisti- 
cated safety  devices,  systems  and 
elements.  You  may  find  some  of 


Mm  mil's- Bi-n;  luxury  sports  ears.  Above,  2-seat  450SL.  The  4-place  450SLC,  14  inches  longer. 


them  in  other  makes.  But  Mercedes- 
Benz  feels  that  any  car  built  for 
modern  driving  conditions  should 
have  them  all. 

Resale: 
The  ultimate  test  of  value 

The  automobile  industry  doesn't 
bother  to  keep  up-to-date  resale 
figures  for  cars  ten  years  old  or  older. 
But  Mercedes-Benz  does.  And  our 
data  show  that  after  a  decade,  the 
average  Mercedes-Benz  retains 
50.5%  of  its  initial  retail  value. 

The  industry's  official  sources 
report  the  average  five-year-old 
Mercedes-Benz  is  worth  77.0%  of 
its  initial  value.  (Our  figures  say 
92.3%.)  And  a  three- year-old  Mer- 
cedes-Benz is  quoted  at  82.3%. 
(92.3%  by  our  data.) 

In  sum:  Mercedes-Benz  has  the 
best  resale  value  of  any  make  of  car 
sold  in  America.  The  best. 

Think.  Isn't  it  time  you  drove 
one  of  the  ten  best  cars 
in  the  world?  Isn't  it 
time  you  drove  a 
Mercedes-Benz? 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 

©Mercedes-Benz.  1975 


Scaling  The  Heights 


Up,  down,  up,  down  was  St.  Joe  Minerals'  history. 
But  this  time  it  may  hang  up  there  to  stay. 


Jack  Duncan  likes  high  places.  Days 
before  going  to  Mexico  to  climb  Popo- 
catepetl-"EI  Popo,"  the  17,887-foot 
high  volcano— the  president  of  St.  Joe 
Minerals  Corp.  walked  a  Forbes  re- 
porter to  the  top  of  another  mountain: 
that  of  St.  Joe's  sales  and  earnings. 

Sales  rose  72%  in  1974  to  a  record 
$688  million  for  this  lead-zinc-coal 
producer.  But  net  income  soared  134% 
to  $88.5  million,  or  $8.94  a  share.  Re- 
turn on  equity?  A  rarefied  34%. 

"There  was  scarcity  of  our  metals 
all  over  the  world,"  explains  Duncan, 
who  looks  a  decade  younger  than  his 
54  years.  True,  but  how  about  1975? 
After  all,  St.  Joe  has  a  history  of  ups 
and  downs.  Net  income,  less  than  $18 
million  in  1964,  was  up  to  $37.5  mil- 
lion for  1969  before  dropping  back  to 
$19.6  million  in  1971  (before  restat- 
ing for  recent  acquisitions).  Well 
aware  of  this,  the  stock  market  recent- 
ly priced  St.  Joe  at  just  four  times 
1974  earnings.  Is  St.  Joe  about  to  fall 
off  Prosperity  Mountain? 

Certainly  it  will  slip  a  bit.  "We 
don't  expect  to  reach  the  high  levels 
of  1974,"  says  Duncan.  What  level, 
then?  Duncan  won't  predict,  but  ana- 
lysts will.  The  trouble  is  that  their 
estimates  range  all  the  way  from  $6 
a  share  to  $8  a  share. 

Jack  Duncan  came  to  St.  Joe  in 
1970  from  W.R.  Grace  &  Co.  His  as- 
signment: to  diversify  the  old-line 
lead  and  zinc  producer.  He  has  done 
a  remarkable  job.  In  February  of  this 
year  Duncan  told  the  New  York  So- 
ciety of  Security  Analysts  that  first- 
quarter  results  will  top  last  year's 
$1.74— a  dam  good  start.  What  about 
the  rest  of  the  year? 


Duncan's  biggest  concern  is  for 
1974's  superstar,  the  A.T.  Massey 
Coal  Co.,  which  Duncan  bought  for 
St.  Joe  in  early  1974.  Steam  coal 
prices  are  off  50%  in  the  spot  market. 
But  St.  Joe's  Massey  Coal  division,  un- 
like, say,  Peabody  Coal,  has  modern 
contracts  with  good  escalation  clauses. 
Duncan  says,  "Our  labor  costs  .  .  .  get 
passed  on  to  the  utilities." 

So  much  for  the  7  million  tons  of 
steam  coal  Massey  will  produce  this 
year.  What  about  demand  for  Mas- 
sey's  projected  3.6  million  tons  of 
metallurgical  coal?  It  will  be  down, 
but  its  chief  customer,  the  steel  indus- 
try, is  holding  up  better  than  most. 
"We  just  might  make  $30  million  on 
coal  in  1975.  We're  not  forecasting  it, 
but  there's  a  good  chance." 

Another  of  St.  Joe's  basic  busi- 
nesses, lead,  also  looks  good.  A  recent 
federal  court  decision  against  the  En- 
vironmental Protection  Agency  has 
cleared  the  way  for  continued  lead 
sales  to  the  tetraethyllead  gasoline 
producers.  And  the  auto  battery  busi- 
ness, a  big  lead  user,  depends  mainly 
on  the  replacement  market. 

Okay.  Coal  down  some.  Lead  con- 
stant. That  leaves  zinc.  With  much  of 
zinc's  markets  tied  to  construction 
markets  and  such  consumer  durables 
as  autos  and  washing  machines,  zinc 
could  be  a  real  problem.  But  not, 
says  Duncan,  a  horrendous  problem. 

"Our  Monaca  [Pa.]  zinc  smelter  is 
geared  toward  the  galvanizing  mar- 
ket," says  Duncan.  "The  demand  for 
zinc  in  galvanizing  has  generally  in- 
creased until  quite  recently." 

But  won't  that  be  more  than  off- 
set   by    decrease    in    demand    by    the 


Mountain-climber  Jack  Duncan  reports  peak  profits  for  St.  Joe  Minerals. 


automakers?  "I  think  the  importance 
of  the  auto  industry  to  the  zinc  in- 
dustry has  been  overstated,"  Dun- 
can argues.  "You're  only  looking  at 
15%  of  all  zinc."  The  U.S.  price  is 
currently  around  39  cents  a  pound,  3 
cents  above  the  average  1974  price. 

"Let's  look  at  it,"  Duncan  goes  on. 
"In  1974,  the  U.S.  consumed  about 
1,3  million  tons  of  zinc.  The  U.S. 
produced  540,000  tons  and  con- 
sumed from  the  Government  Ser- 
vices Administration  stockpile  around 
285,000  tons.  The  rest  was  imported. 
The  GSA  zinc  is  almost  all  used  up 
now.  So  even  if  we  consumed  1.1 
million  tons  in  1975— which  would 
probably  be  a  low  figure— our  coun- 
try won't  produce  more  than  550,000 
tons.  The  difference  will  have  to  be 
imported,  but  there  hasn't  been  much 
new  capacity  added  around  the 
world.  So  I  think  our  industry  will 
still  be  operating  at  capacity. 

Fall-Back  Position 

Even  if  St.  Joe's  lead,  zinc  and  coal 
operations  do  fall  off,  the  fall  could 
be  cushioned  by  some  other  goodies. 
Like  St.  Joe's  Meramac  iron  ore  mine, 
owned  50-50  with  Bethlehem  Steel. 
Last  year  Meramac  was  a  loser— but 
on  purpose.  Duncan  says,  "Our  delib- 
erate policy  in  1974  was  to  develop 
different  areas  so  we  could  get  our 
production  back  up  this  year.  So  we 
lost  some  money."  Broward  Craig,  ex- 
ecutive vice  president,  figures  Mera- 
mac will  make  60  cents  a  share  for 
St.  Joe  in  1975,  compared  with  last 
year's  20-cent  loss— for  an  80-cent 
swing.  And  to  further  sweeten  1975's 
pot,  Duncan  plans  to  repatriate 
around  $4  million  (or  40  cents  a 
share)  in  dividends  from  St.  Joes 
mines  in  Peru  and  Argentina  that 
did  not  contribute  to  1974  s  earnings. 

Rounding  out  the  picture,  St.  Joe- 
has  a  stake  in  oil  through  its  two- 
thirds  interest  in  Trans  World  Petro- 
leum, which  is  in  the  North  Sea,  Sue/ 
and  Peru. 

St.  Joe  is  not  the  only  big  compa- 
ny with  a  worldwide  spread  of  met- 
als and  minerals  properties,  but  it 
does  have  two  special  things  going 
for  it.  One  is  that  the  bulk  of  its 
ore  is  in  the  U.S.  The  other  is  that 
St.  Joe  has  developed  its  properties 
mainly  out  of  cash  flow.  It  now  h;is 
only  $36  million  in  debt,  is  total 
assets  of  $196  million. 

With  a  cash  flow  of  $121  million 
last  year  and  all  that  borrowing  pow 
er,  St.  Joe  is  in  great  shape  to  take 
advantage  of  whatever  opportunities 
the  next  few  years  should  bring. 
Prosperity  Mountain  is  a  prettv  slip 
pery  place  this  year,  but  St.  Joe  Mm 

erals    seems    to   have   .i    \er\    firm    foot 
hold  there.    ■ 
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For  over  130  years,  YMCA  community 
centers  have  extended  a  warm 
welcome  to  people  of  all  ages  and 
interests. Their  activities  cover 
everything  from  team  sports  to  the 
development  of  individual  skills  to 
special  entertainment  programs. 

The  Dowler  Agency  of  Rockville 
Centre,  New  York,  serves  as  insurance 
counsel  for  The  National  Board  of 
YMCA's.  They  provide  advice, 
management  and  the  multi-coverage 
of  The  Home's  Institutional  Policy. 
And  we  provide  fast,  dependable 
claim  service  — the  main  reason  the 
"Y"  chose  The  Home. 

Whether  your  organization's  needs 
are  national  or  local,  simple  or  com- 
plex—you'll welcome  Home,  too. 
Contact  your  broker  or  look  for  your 
Home  agent  in  the  Yellow  Pages. 


HOME 


Home 

Insurance 

Companies 

A  CITY  INVESTING   COMPANY  GROUP 


How  International  Paper 
helped  turn  the  lights  back  on 

in  half  of  Kansas. 


It  started  with  a  low  moaning 
sound— the  sound  a  toy  top 
makes  when  it's  spinning  on 
a  table. 

Then  the  wind  picked  up. 
The  temperature  dropped. 
And  the  melting  snow  began 
to  freeze. 

By  midnight  the  ice  was 
more  than  an  inch  thick  on 
20  thousand  miles  of  Kansas 
electric  lines. 

At  4:15  a.m.  the  first  line 
snapped.  Utility  poles  creaked 
under  the  growing  weight  of 
ice. Trees  crashed  to  the  ground. 

Finally,  the  overloaded 
poles  started  to  go  down. 

Blackout! 

By  the  morning 
of  December  4, 1973, 
electric  power  was 
out  in  more  than 
135,000  Kansas 
homes  and  busi- 
nesses. With  tem- 
peratures hovering 
at  record  lows,  thou- 
sands of  homes  that 
relied  on  electricity 


for  heat  were  unheated. 

Schools  were  closed.  Hospi- 
tals had  to  rely  on  emergency 
generators. 

And  yet,  within  24  hours, 
power  was  restored  in  90  per- 
cent of  the  stricken  area. 
International  Paper  was  among 
those  who  helped  make  it 
happen. 

The  IP  caravan 

Even  before  word  of  the 
storm's  havoc  reached  the 
newswires,  our  wood-preserv- 
ing plants  in  Missouri,  Missis- 
sippi, and  Texas  were  placed 
on  alert  to  supply  new  utility 
poles  for  the  ones  damaged 
in  the  storm. 

An  armada  of  trucks  and 
railcars  was  made  ready. 
(More  than  40  separate  vehi- 
cles would  be  needed  when 
the  full  extent  of  the  storm 
damage  was  known.) 

Drivers  were  rousted  from 
their  homes.  Routes  were 
laid  out.  Delivery  schedules 
were  plotted. 

Then  the  caravan  started 


moving.  Within  eight  hours, 
the  first  of  1,642  poles  —  each 
30  to  45  feet  long  —  was  on  its 
way  to  the  storm- torn  area. 

Words  of  praise 

Commented  Mr.  Charles 
Stumborg,  Group  Purchasing 
Director  for  the  Kansas  Electric 
Cooperatives:  "With  present 
delivery  schedules  on  some 
sizes  of  poles  running  from 
18  to  20  months,  International 
Paper  Company  should  be 
highly  praised  for  such  fast 
response  in  getting  badly 
needed  poles  to  Kansas 
systems."  Emergency  help 
for  a  stricken  state. 

Another  example  of  Inter- 
national Paper's  responsive- 
ness to  a  fast-changing  world 
—  with  innovative  leadership 
in  wood  products,  building 
materials,  pulp,  paper,  pack- 
aging and  non- woven  and 
health  products. 
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Nobody  can  see  into  the  future,  but 
one  thing  is  certain:  Electronics 
will  play  an  ever-increasing  role  in 
everyday  life.  And  Rockwell 
International  will  be  a  part  of  it.  For 
example,  we're  using  the  science  of 
electronics  to  help  pilots  land  jumbo 
jets— more  smoothly  and  more 
safely  than  ever  before.  Our  Collins 
Automatic  Flight  Control  System 
offers  automatic  "hands-off"  landing 
in  all  weather  and  near-zero  visibility. 

In  the  consumer  market,  our 
new  line  of  Rockwell  calculators 
uses  electronics  to  help  businessmen, 
students  and  homemakers  find 
answers  to  many  kinds  of  figuring 
problems.  Other  products  in  our 


Electronics  Operations  range  from 
microwave  telecommunication  hook- 
ups to  business  machines.  It  adds 
up  to  almost  a  $1 -billion  business 
within  Rockwell.  For  more  about  us 
and  how  we're  applying  advanced 
technology  to  a  wide  variety  of 
products  in  our  aerospace,  auto- 
motive, consumer,  electronics  and 
industrial  operations,  write: 
Rockwell  International, 
Dept.  815R,  600  Grant  Street, 
Pittsburgh,  PA  15219. 
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Rockwell  International 

...where  science  gets  down  to  business 


The  Numbers  Game 


Tower  Of  Babel? 

Recently  we  were  chiding  an  executive  at  Daimler-Benz, 
maker  of  Germany's  famed  Mercedes-Benz  automobiles, 
about  the  seemingly  greater  profitability  of  our  own  Gen- 
eral Motors.  Replied  the  executive  with  a  knowing  smile, 
"We  do  not  show  all  we  have.  You  must  look  at  the 
Ruckstellungen." 

Ruckstellungen  means  reserves.  And  sure  enough,  right 
there  on  the  liabilities  side  of  the  balance  sheet  was  the 
item  (thoughtfully  translated  into  English)  "Other  Re- 
serves." These,  explained  a  footnote,  covered  "warranty 
obligations,  etc."  They  were  huge  ($220  million)  and 
growing.  In  fact,  the  company  cheer- 
fully admitted,  they  were  Daimler- 
Benz'  hedge  against  a  downturn  in 
world  motor  markets.  But  they  also 
make  profitability  comparisons  with  a 
U.S.  company  unreal  at  best. 

It's  as  if  General  Motors  were  to 
have  said  in  1973:  "We  earned  $8.34 
a  share  but  we're  only  going  to  re- 
port $6  a  share;  we'll  throw  the  oth- 
er $2.34  into  a  reserve  because  1974 
doesn't  look  too  good.  Had  General 
Motors  done  that,  it  would  have  been 
able  to  show  a  profit  of  something 
like  $5.60  in  1974  instead  of  the  de- 
pressed $3.27  it  actually  showed. 
That  would  have  done  wonders  for 
GM's  earnings  curve.  However,  it 
wouldn't  have  helped  General  Motors  with  Internal  Rev- 
enue, which  won't  permit  this  kind  of  reserve  as  a  tax 
deduction.  And  it  would  have  gotten  the  company  in 
deep  trouble  with  the  Securities  &  Exchange  Commission, 
which  believes  in  realism,  not  symmetry. 

But  that  is  just  about  what  Daimler  and  many  oth- 
er major  European  companies  do.  They  like  things  to  be 
neat.  They  don't  like  the  wild  swings  that  are  typical  of 
what  the  Continentals  call  "the  Anglo-Saxon  zone." 

Another  example:  The  German  chemical  giant  Farb- 
werke  Hoechst  shows  a  reserve  against  price  increases, 
among  other  things.  In  Sweden,  where  reserves  kept  back 
from  tax  are  a  way  of  life,  telephone  equipment  maker 
L.M.  Ericsson  has  both  special  inventory  reserves  and  re- 
serves for  future  investments.  French  chemical  producer 
Rhone-Poulenc  has  "provisions"  of  a  vaguely  identified  na- 
ture—provisions that  came  to  $120  million  in  a  consoli- 
dated balance  sheet  two  years  ago.  Even  Holland's  Philips 
Lamp,  one  of  the  best  reported  companies  on  earth  and 
a  leader  in  inflation  accounting,  lumps  its  pension  fund 
provisions  with  "sundry  provisions,"  explaining  only  that 
these  "do  not  relate  to  specific  assets;  they  are  formed 
to  meet  commitments  and  risks  connected  with  the  course 
of  the  business." 

Are  such  reserves  a  good  thing?  Depends  on  your  point 
of  view.  Sir  Henry  Benson  is  British  senior  partner  of 
Coopers  &  Lybrand  and  chairman  of  the  recently  formed 
International  Accounting  Standards  Committee.  He  says, 
"No,  definitely  not."  It  is  against  the  whole  thrust  of 
modern  accounting,  says  Sir  Henry,  "because  insofar  as  the 
profit-and-loss  concept  is  concerned,  you  don't  know  what 
the  true  position  is." 

The  U.S.  representative  to  the  IASC,  Peat,  Marwick  & 
Mitchell  partner  Joseph  Cummings,   agrees.   Continental 


accounting  "is  not  to  the  benefit  of  investors,"  he  said  at  a 
January  meeting  of  the  IASC  in  London.  "Where  financial 
statements  have  not  been  prepared  for  investors  but  for 
closely  knit  groups,  there  has  been  an  interest  in  being 
more  conservative."  By  closely  knit  groups  Cummings 
means  the  banks  that  dominate  European  corporate  fi- 
nancing, as  opposed  to  the  highly  developed  equity  mar- 
kets of  the  U.S.  and  Britain.  And  "conservative,"  in  this 
context,  means  a  setup  designed  to  minimize  taxes  and 
smooth  earnings,  which  requires  setting  up  reserves  in 
good  times  to  be  drawn  down  in  bad.  Such  reserves  are 
flatly  prohibited  in  U.S.  accounting. 

Reserves  aren't  the  only  area  of  difference  between  ac- 
counting in  the  U.S.  and  abroad.  In  many  countries,  the 
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financial  results  of  affiliated  companies  are  not  combined. 
Therefore,  since  intra-company  sales  are  not  eliminated,  a 
parent  company  can  show  a  large  profit  by  loading  up  an 
unconsolidated  subsidiary  with  high-priced  merchandise. 
Then  there  are  those  special  charges  and  credits  that  in 
the  U.S.  might  be  classed  as  extraordinary  items,  but  that 
would  always  be  disclosed  and  explained.  These  are  some- 
times hidden  in  an  overseas  income  statement  under  "oth- 
er expenses"  without  elaboration. 

But  the  reporting  of  reserves,  at  least,  will  change 
shortly  because  the  IASC  has  issued  its  first  ruling: 
that  the  accounting  policies  used  in  an  annual  report 
must  be  disclosed.  Elementary,  you  say?  It  is  not  yet  re- 
quired by  law  in  France;  and  while  in  Japan  you  must 
disclose,  you  need  not  do  so  in  the  annual  report. 

Then  the  IASC  moves  into  tougher  territory,  in  two 
standards  proposed  to  take  effect  at  the  start  of  1976. 
One,  standardizing  the  valuation  and  presentation  of  in- 
ventories, would  prohibit  the  kind  of  reserves  that  used 
to  be  hidden  in  inventories  (though  not  necessarily  the 
use  of  "rainy  day"  reserves).  The  other  would  give  inter- 
national investors  the  kind  of  consolidated  figures  they  now 
get  from  U.S.  and  British  firms.  The  consolidation  stan- 
dard has  brought  few  cheers  from  the  Europeans. 

In  fact,  sniffs  Krafft  von  der  Tann,  Germany's  represen- 
tative on  the  IASC:  "This  whole  IASC  is  an  effort  of 
the  Anglo-Saxon  zone." 

But  if  the  Germans,  French,  Dutch  and  Japanese  (plus 
European  associate  members  Belgium  and  Greece)  are 
so  cool  to  the  IASC,  why  did  they  join  with  the  Anglo- 
Saxons— the  U.S.,  U.K.,  Canada  and  Australia— at  all? 
"Because  you  cannot  afford  to  be  out  of  the  Anglo-Saxon 
zone,"  answers  von  der  Tann.  "It  is  that  simple.  Questions 
would  be  asked.  We  cannot  have  discrimination  against 
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Public  Service  Electric  and  Gas  Company 

declares  its  dividends  for  the  quarter 

ending  March  31,  1975. 


QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  de- 
clared the  following  dividends  for 
the  quarter  ending  March  31, 1975: 


Dividend 
Class  of  Stock  Per  Share 

Common 

$  .43 

$1.40  Dividend 
Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

All  dividends  are  payable  on  or 
before  March  31,  1975  to  stock- 
holders of  record  March  3,  1975. 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 


INITIAL  DIVIDEND 
The  Board  of  Directors  has  also 
declared  an  initial  dividend  of 
$2.5521  for  the  period  beginning 
January  16,  1975  and  ending 
March  31,  1975  on  the  12.25% 
Cumulative  Preferred  Stock. 
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Newark,  New  Jersey 


Learn  about 

FideGtyfc  high  yield 
money  market 
tmsk 

FIDELITY  DAILY  INCOME  TRUST  offers  to  individuals, 
corporations,  institutions,  and  fiduciaries— 

•  Participation  in  a  diversified  portfolio  of  high- 
grade  short-term  money  market  instruments 

•  Income  earned  daily,  7  days  a  week 

•  Check-writing  privilege  ($500  minimum) 

•  No  minimum  investment  period 

•  No  charge  for  investment 

•  No  charge  for  withdrawal 

•  Minimum  initial  investment  $5,000 

For  further  information  please  write  or  call 
(8  A.M.  to  8  P.M.)  for  a  free  prospectus 


Call  (800)  225-6190 

or  call  collect  (617)  726-0650 

The  Trust  seeks  us  high  ;i  level  of  current  income  is  is  consist- 
ent with  the  conservation  of  capital  and  lic|inc<i ( >  by  investing 

in  certain  mone>  market  instruments. 


Fidelity  Daily  Income  Trust 

35  Congress  Street 

P.O.  Box  832.  Boston.  Mass  0210 3  Depl    FF5315 

Please  send  my  free  FDIT  prospectus 


.Zip. 


Telephone. 


FIDELITY 


A  prospectus  containing  more  complete  information  about  Fidelity  Daily  Income  I  rust. 
including  all  charges  and  expenses  will  be  sent  upon  receipt  of  this  coupon   Read  it  carefully 
before  you  invest.  Send  no  money. 


The  Numbers  Game 


German  or  French  companies  in  inter- 
national financial  markets." 

But  the  Anglo-Saxon  accountants 
are  not  going  to  have  it  all  their  own 
way.  "It's  not  going  to  be  'You  have 
to  do  it  our  way  or  we  won't  play,' " 
says  Philip  Defliese,  managing  part- 
ner of  Coopers  &  Lybrand.  "It's  not 
that  kind  of  a  game." 

It  could,  however,  turn  into  a  sur- 
prising game  for  U.S.  companies.  An 
important  item  on  the  IASC  agenda  is 
inflation  accounting,  on  which  a  final 
ruling  is  scheduled  for  April  1976. 
While  the  Financial  Accounting  Stan- 
dards Board  is  only  thinking  about 
inflation  accounting  for  U.S.  compa- 
nies, many  Dutch  companies  are  al- 
ready using  it.  A  handful  of  them 
have  in  fact  adopted  an  extreme  form 
of  inflation  accounting:  Philips  Lamp, 
for  example,  values  its  inventory  and 
fixed  assets  on  the  replacement  value 
or  current  cost  basis,  and  depreciates 
its  fixed  assets  accordingly,  though 
this  has  reduced  its  reported  earn- 
ings sharply. 

If  the  IASC  adopted  the  Dutch  re- 
placement-cost approach  and  could 
make  it  stick,  companies  all  over  the 
world  could  see  their  earnings  drop 
dramatically  because  of  huge  hikes 
in  depreciation  charges,  since  re- 
placement costs  have  skyrocketed. 
Dow  Chemical,  for  example,  estimates 
that  its  nearly  $1 -billion  capital  bud- 
get for  1975  is  merely  the  equivalent 
of  $500  million  spent  in  1970.  Under 
a  replacement-cost  approach,  depre- 
ciation charges  would  soar  because 
they  would  be  based  on  replacement 
cost,  not  on  historical  cost.  Think  how 
this  would  decimate  the  earnings  of 
capital-hungry  companies.  (On  the 
other  hand,  it  would  improve  the 
"quality"  of  the  earnings  and  might 
persuade  investors  to  put  higher 
price/ earnings  ratios  on  the  stocks.) 

If  U.S.  companies  ever  came  to. 
inflation  accounting,  they  would  prob- 
ably want  to  issue  a  parallel  report 
showing  earnings  under  the  old  sys- 
tem at  the  same  time.  And  the  Eu- 
ropeans, while  kicking  the  reserves 
habit,  might  end  up  reporting  in  sev- 
eral different  ways,  too.  The  Una] 
result  might  be  better  information  Pot 
the  investor.  But  the  first  result  would 
be  confusion  compounded.  The  ( Jer- 
man,  Krafft  von  der  Tann,  lias  a  point 
when  he  says:  "Hal  They  talk  of  In 
Ihtion  accounting.  We  are  suffering 
from  an  inflation  of  regulation:  local 
regulation,  EEC  force  statements,  the 
SEC  and  U.S.  accounting  bodies  and 
now  the  IASC."  ■ 
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St.  J oa  underground  exploration 
for  metals  in  Canada . 


To  insure  our  growth  — 

We  expand  our  search  for  the  energy 
and  materials  the  world  must  have. 


Our  business  is  basic.  From  our  reserves  in 
the  earth  we  supply  increasing  amounts  of 
metals  and  energy-producing  materials  vital 
to  both  industry  and  agriculture. 

We  have  substantial  reserves  in  lead,  zinc, 
oil,  natural  gas  and  coal  and  we  are  increas- 
ing exploration  to  expand  and  diversify 
these  resources.  Right  now,  we  are  involved 
in  exploration  operations  searching  for  oil 
and  gas  in  Ohio,  Oklahoma,  the  Gulf  of 
Mexico,  Canada,  the  North  Sea,  the  Gulf  of 
Suez  and  the  jungles  of  Peru.  We  are  explor- 
ing for  base  metals  in  New  York,  Kentucky, 
the  Southwestern  U.S.,  Canada,  Brazil, 
Argentina  and  Australia.  Some  of  these 


STJOE 


operations  have  already  proven  successful. 

As  the  chart  shows,  we  are  also  expanding 
our  research  to  develop  better  materials  and 
energy  sources  for  the  future.  One  of  the 
most  successful  results  of  the  program  is 
St.  Joe's  lead-calcium-tin  alloy  now  being 
used  in  increasing  tonnages  for  main- 
tenance-free batteries. 

We  are  a  dynamic,  diversified,  growing 
company.  For  1974,  we  set  an  all  time  earn- 
ings record  of  $8.94  per  share  versus  $3.81 
for  1973.  St.  Joe'soil,  gas  and  coal  producing 
subsidiaries  contributed  over  38%  of  this 
profit.  As  recently  as  1971,  our  income  was 
derived  100%  from  lead,  zinc  and  iron  ore. 


If  you  would  like  to  know  more  about  us,  write  to  Dept.  4  for  our  annual  report. 
MINERALS  CORPORATION'         250  Park  Avenue,  New  York,  New  York  10017 
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UOPtech 


The  grand  American  idea  of  free  trade  is  alive,  well  and 
hard  at  work  in  the  world.  UOP  activity  in  such  broad  and 
vital  areas  as  energy  and  environment  transcends  both 
international  boundaries  and  political  viewpoints. 


Messrs.  Speer,  Suter,  Giuliani  and 
Johnson,  key  UOP  management  in  areas 
of  vital  world  involvement:  Environment, 
Engineered  Products,  Energy  and 
International  Trade. 

Meeting  the  energy  challenge. 

UOP  holds  nearly  10,000  patents  worldwide.  Many  of  these 
are  energy  patents,  used  internationally  to  make  the  most 
of  the  world's  vital  resources  by  extracting  extra  energy 
from  petroleum  with  greater  efficiency  and  lower  cost. 
These  UOP  processes  are  constantly  being  improved  to 
increase  energy  yield. 


U.K.,  ktlttord  Haven  -UOP  designed  end  bum  Seudl  Areble,  Jeddeh-UOPs  35man 
80.000  barrel-per-day  gress  roots  refinery  lor  management  team  helps  keep  vital  oil 
Amoco.  resources  on  tap  end  manages  total  refinery 

installations. 

As  the  only  company  in  the  world  that  can  furnish 
all  types  of  processes  for  petroleum  and  petrochemical 
production,  UOP  technology  is  highly  valued  by  many 
Eastern  Bloc  and  emerging  nations. 

Realizing  that  oil  resources  are  limited,  UOP  research 


and  development  is  exploring  energy  alternatives, 
including  coal  liquefaction,  coal  gasification  and  solar 
energy.  These  alternatives  will  be  developed  in  the 
future,  with  the  long  term  payout  yet  to  come. 

Environmental  control  is  more  than 
blue-sky  talk. 

Lead-free  Gasoline.  Automotive 
emissions  account  for  a  major  part 
of  the  world's  air  pollution  problem,  f  ^   A$ 
Licensed  UOP  processes  help 
refiners  deliver  clean-burning 
lead-free  gasoline  in  a  range 
of  octanes  to  meet  today's— 
and  tomorrow's— standards 
of  operating  efficiency 
and  emission  control. 


The  UOP  Shadow,  a 
180-mph-laboratory 
teats  lead-tree 
gasoline  end  other 
UOP  products  while 
winning  the  1974 
Can-Am  Series 


Water  Purification,  liquid 
and  solid  waste  disposal 
problems -from  seawater 
desalination  to  sewage  pur- 
ification-are being  solved 
through  UOP's  reverse 
osmosis  and  ultrafiltration 
systems  in  worldwide 
applications. 


b 
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USA.,  California  -UOP  Installs  the  tint 
major  commercial  reverse  osmosis  system 
tor  waste  water  treatment,  a  250,000 
gallon-per-day  unit. 
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Industrial  Air  Pollution.  UOP 

environmental  systems  help 
eliminate  major  smokestack  air 
pollutants,  sulfur  oxides  and  fly  ash 
These  air  correction  systems  have 
proven  so  successful  in  application 
that  1975  has  already  brought  new 
contracts  with  major  utilities. 

UOP  environmental  systems 
remove  tons  ot  sulphur  dioxide 
and  fly  ash  from  industrial  stacks 


ria,  England; 


Above  are  just  a  few  of  UOP's 
many  worldwide  business 
developments  in  1974. 


Catalysts  for  Converters.  UOP  holds  six 
major  domestic  and  international  contracts 
for  pellet  and  monolith  type  catalysts,  used 
in  conjunction  with  lead-free  gasoline  to 
control  automotive  exhaust  emissions. UOP  j 
is  ready  to  produce  any  catalyst  required 
to  meet  present  and  projected  EPA 
standards  in  the  U.S.  and  comparable 
standards  abroad. 

Two  types  ot  catalytic  converter  __ 
designs— with  UOP  monolithic  (top 
and  UOPpellel(below)catalysts. 

Engineered  products  with  world 

applications.  UOP  divisions  design  and  manu- 
facture many  end-use  products  for  the  following  indus- 
tries in  over  eighty  countries:  Petroleum  refining,  petro- 
chemicals, pollution  control,  aerospace,  transportation, 
nuclear  power,*water  source  development,  chemical, 
forest  products;  fragrances  and  plastics. 

Business  is  good. 

For  example:  UOP's  engi- 
neering design  and  licensing  *> 
of  petroleum  refining  and 
petrochemical  processes 
continues  at  an  all-time  high 

Engineering  and  con- 
struction of  refineries  is  up 
substantially  this  year,  with 
UOP's  scheduled  work  al- 

uop 

Where  action  results  in  a  better  life. 


UOP  Net  Income  in  Mil 


ready  amounting  to  nearly  $600  million.  Over  75%  of  this 
business  is  on  an  inflation-proof  cost-plus  basis. 

Despite  some  automotive  production  cuts,  UOP's  six 
major  catalyst  contracts  continue  to  be  profitable  and 
in  excess  of  budget. 

Business  backlog  for  UOP's  air  correction  systems 
to  remove  stack  gases  is  now  over  $80  million,  a  record 
for  this  unit  of  the  company. 

The  bottom  line  is  profit. 

In  this  free  enterprise  system,  of  which  we 
think  highly,  a  fair  net  profit  is  equitable  to  all. 
Last  year,  UOP  achieved  record  earnings  of_$2.78 
per  share  and  revenues  of  $825  millions.. 


"UOP  technology  extends  across 
many  areas  of  endeavor.  These 
activities  are  investments  in  the  future 
of  our  business,  building  a  foundation 
for  even  better  years  ahead." 


1970 

1971 

1972 

1973     1974 

John  O  Logan.  President  and  Chairman,  UOP 

UOP  is  listed  on  the  New  York  and  London  stock  exchanges  and 
n  Frankfurt  (OTC).  Write  for  more  information  on  UOP  as  an 
nvestment  in  the  future. 


Send  to:  UOP,  Ten  UOP  Plaza,  Des  Plaines,  III.  60016. 


Company 


Back  To  Basic  Bottoms 


Levi  Strauss  looked  every  inch  the  growth  company— 
and  fell  on  its  face.  It  was  a  sobering  experience. 


More  than  a  year  after  the  fall, 
Wall  Street  is  still  suspicious  of  San 
Ki  ancisco-based  Levi  Strauss  &  Co., 
maker  of  the  famed  Levi's  jeans  for 
all  ages  and  sexes.  No  wonder:  $14 
million  in  losses,  from  an  out-of-con- 
trol  European  inventory,  led  in  1973 
to  a  sickening  53%  slide  in  earnings 
per  share.  This  from  a  "growth"  stock! 

To  President  Peter  E.  Haas,  how- 
ever, great-grandnephew  of  old  Ba- 
varian merchant  Levi  Strauss  himself, 
1973  was  "an  unfortunate  aberration." 
Executive  Vice  President  Melvin 
Bacharach,  who  is  responsible  for 
day-to-day  operations,  is  more  spe- 
cific. Says  he:  "We  were  growing  so 
fast  we  hadn't  been  able  to  develop 
the  management  we  needed  to  han- 
dle it."  But  Haas  also  believes  it  was 
"almost  a  blessing  in  disguise"— mean- 
ing for  management,  not  for  the  un- 
lucky institutions  owning  the  stock. 

At  any  rate,  management  now  con- 
siders itself  vindicated.  Levi  Strauss 
bounced  back  with  the  best  year  in 
its  124-year  history.  Profits  nearly 
tripled  to  $3.20  a  share  on  a  37% 
sales  gain,  to  $898  million.  And  more 
is  in  prospect  this  year. 


What  is  more  important  than  the 
numbers,  however,  is  the  way  that 
Haas  and  Bacharach  went  about 
correcting  that  1973  stumble.  Most 
important,  management  was  strength- 
ened by  two  additions:  In  November 
1973  George  J.  Daly  was  hired  away 
from  Dart  Industries  as  financial  vice 
president.  And  in  April  1974  Robert 
T.  Grohman  was  recruited  from 
Rapid  American  to  take  charge  of  the 
company's  international  operations 
(33%  of  sales,   30%   of  earnings). 

Grohman  has  already  gotten  Eu- 
rope under  control.  The  problem,  he 
says,  was:  "Everyone  was  concentrat- 
ing on  sales  growth  and  market  pene- 
tration to  the  exclusion  of  all  else." 
To  the  company's  credit,  however,  it 
didn't  try  to  hide  the  problem  in  out- 
of-the-way  warehouses.  Says  Groh- 
man: "The  company  booked  its  losses 
and  took  its  lumps  in  1973.  It  hadn't 
necessarily  identified  all  the  prob- 
lems, nor  assured  itself  that  they 
wouldn't  recur.  But  it  had  wiped 
the  slate  clean." 

Grohman  reorganized  the  Eu- 
ropean operation  by  dividing  Europe 
into  three  self-sufficient  areas.  He  put 
a  manager  in  charge  of  each  and  gave 
him  the  staff  to  control  three  func- 
tions: marketing,  finance  and  opera- 
tions (including  production  and  dis- 
tribution). The  area  managers  super- 
vise country  divisions,  each  with  a 
general  manager  and  staff  to  oversee 
the  same  three  functions.  No  more 
expansion  without  a  management 
framework  to  handle  it. 

At  the  same  time  Grohman  was 
giving  his  new  managers  a  new  ob- 
jective: selective  and  controlled 
growth.  In  plain  English  this  meant 
getting  back  to  concentrating,  as 
Grohman  puts  it,  "on  men's  basic  bot- 
toms"—the  classic  dungaree  with 
which  Levi  Strauss  had  won  the  West 
and  the  world.  "The  company  had 
been  chasing  fashion,"  he  says.  "I 
found  the  Levi  name  on  garbage  all 
over  Europe.  We  had  to  stop  that." 
Grohman  says  he  also  "eliminated 
thousands  of  accounts,"  which  either 
weren't  credit  worthy  or  weren't  suit- 
able outlets.  He  also  didn't  hesitate  to 
eliminate  entire  countries:  Portugal, 
"because  it  just  wasn't  paying  off." 
Grohman  adds  that  now,  "Every  di- 

With  fashion  jeans  (right)  under 
a  cloud,  Levi  is  concentrating  again 
on  its  gold-mine  kind  (left). 


vision  has  to  stand  on  its  own  feet.' 

Levi  Strauss  also  had  taken  on  too 
much  manufacturing  capacity  in  Eu- 
rope; often  it  was  inefficient,  unsafe, 
poorly  run.  Now  considerable  retool- 
ing is  in  process. 

Meantime,  George  Daly,  too,  is 
stressing  full  use  of  assets.  His  new 
financial  controls  measure  a  division's 
sales  and  earnings  both  against  a  plan 
and  the  assets  it  employs. 

Then,  to  make  sure  everyone  un- 
derstood the  new  procedures,  both 
Daly  and  Grohman  talked  to  Euro- 
pean area  and  division  managers  lit- 
erally until  they  were  hoarse.  Rudi- 
mentary, of  course,  but  it  shows  how 
heedless  the  company's  earlier  expan- 
sion had  been.  Daly,  meanwhile,  has 
been  applying  his  new  financial  con- 
trols domestically  as  well  as  abroad. 

The  result  of  all  these  measures, 
says  Peter  Haas,  was  "a  return  to  our 
normal  growth  pattern.  The  compa- 
ny's 194%  increase  in  earnings  for 
1974  puts  us  right  back  on  the  track." 
Even  the  excesses  yielded  benefits, 
Haas  claims:  "In  most  cases  we  did 
establish  market  position  that  we 
would  not  have  had  otherwise." 

Levi  Strauss  was  a  growth  stock  in 
the  early  Seventies:  30  times  earnings 
and  more.  But  today,  for  all  the  com- 
pany's recent  progress,  it's  just  an- 
other garment  stock:  about  six  times 
earnings.  Investors  are  not  in  a  for- 
giving mood  these  days.  ■ 
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Wrong  Number 


GTE  certainly  had  some  wrong  ones  last  year.  This  year 
should  tell  a  different  story. 


Before  stepping  down  as  chief  ex- 
ecutive in  1966,  Donald  Power,  a 
brilliant  lawyer  and  financier,  built 
General  Telephone  &  Electronics  from 
a  small  telephone  company  into  the 
U.S.'  second-largest  communications 
company  (after  American  Telephone 
&  Telegraph).  GTE  made  scores  of 
acquisitions,  but  wisely  avoided  be- 
coming a  conglomerate;  it  stayed 
close  to  two  basic  businesses,  tele- 
phones and  electronics.  Under  Pow- 
er's successor,  engineer  Leslie  Warner, 
63,  GTE  has  grown  to  become  a 
$5.7-billion  (revenues)  giant. 

The  giant  has  not  been  without  its 
problems  recently.  Last  year  was  one 
of  GTE's  roughest.  A  $90-million  af- 
tertax write-off  in  its  Information  Sys- 
tems division  sliced  earnings  by  close 
to  $1  a  share  (to  $2.13),  giving  GTE 
its  worst  earnings  decline  since  Power 
put  the  company  together. 

What  are  the  problems?  Are  War- 
ner and  President  Theodore  Brophy  ' 
getting  them  under  control? 

In  the  early  Sixties,  GTE  made  a 
brief  foray  into  mainframe  computers 
but  quickly  and  wisely  pulled  out. 
However,  unwisely,  GTE  decided  to 
try  taking  advantage  of  its  knowledge 
of  electronics  and  communications  to 
get  itself  a  chunk  of  the  electronic 
data  processing  business. 

Set  up^  in  1970  with  such  products 
as  computer  attachments,  stock  mar- 
ket quotation  systems  and  teaching 
machines,  GTE  Information  Systems 
had  become  a  $75-million  company 
by  1973.  Then  everything  started  to 
go  wrong— out  of  all  proportion  to  the 
size  of  Information  Systems.  Last  fall 
a  GTE  hard-copy  terminal  was  ob- 
soleted,  even  before  it  left  the  labora- 
tory, by  a  better  IBM  machine. 

Last  September  Warner  and 
Brophy  threw  in  the  towel  on  two- 
thirds  of  the  division,  saving  little  but 
the  brokerage  information  services. 

If  that  wasn't  enough,  1974  was 
brutal  in  other  ways  as  well.  With 
the  capital  markets  in  a  shambles, 
GTE  was  forced  to  rely  heavily  on 


short-term  debt,  and  its  interest  costs 
overall  increased  $100  million  from 
1973.  Last  April,  possibly  because  of 
the  huge  capital  outlays  involved, 
GTE  backed  away  from  a  communi- 
cations satellite  venture  with  Hughes 
Aircraft.  Among  other  problems,  tele- 
phone rate  relief  was  slow  in  coming; 
Sylvania's  lighting  business  (sales: 
$342  million)  was  squeezed,  what 
with  all  the  talk  of  energy  short- 
ages and  the  high  cost  of  electric- 
ity. In  December,  needing  capital, 
GTE  reluctantly  marketed  6  mil- 
lion new  common  shares,  a  5%  in- 
crease in  common  capitalization.  The 
price:  $16.50  a  share,  a  full  $5  below 
book  value. 

Moreover,  there  was  the  long-range 
possibility  that  it  might  lose  Automat- 
ic Electric,  its  $700-million-a-year 
telephone  manufacturing  operation. 
With  12%  of  GTE's  revenues,  Auto- 
matic Electric  accounts  for  15%  of 
net  profits. 

Under  Siege 

Seven  years  ago,  International  Tele- 
phone &  Telegraph  charged  into 
court,  claiming  that  GTE  was  block- 
ing ITT  from  selling  telephone  equip- 
ment to  GTE's  20  domestic  operat- 
ing subsidiaries.  ITT,  a  big  factor  in 
the  European  telephone  business,  has 
had  scant  luck  in  the  U.S.,  what  with 
both  the  Bell  and  GTE  telephone  sys- 
tems largely  closed  to  it.  A  lower 
court  upheld  ITT  and  ordered  GTE 
to  sell  its  U.S.  and  Canadian  tele- 
phone equipment  plants  and  40%  of 
its  domestic  telephone  business. 

Naturally,  GTE  appealed,  and  the 
case  is  now  in  the  U.S.  Court  of  Ap- 
peals for  the  Ninth  Circuit  in  San 
Francisco. 

But  for  all  this,  it  would  be  a  mis- 
take to  dismiss  General  Telephone's 
future  prospects. 

GTE's  big  drain,  Information  Sys- 
tems, has  been  plugged.  While  Syl- 
vania  will  suffer  in  the  recession 
(earnings  here  could  drop  20%  this 
year),  it  should  do  nicely  as  soon  as 


the  economy  recovers. 

Sylvania's  precision  materials  busi- 
ness (sales:  $171  million)  has  been 
growing  smartly  and  profitably.  Syl- 
vania  remains  the  leader  in  photoflash, 
with  a  full  half  of  the  market  plus  an- 
other 10%  or  15%  through  licensing 
deals.  It  is  also  hanging  on  in  the 
TV-set  market  at  a  time  when  big 
operators  like  Motorola  and  Magna- 
vox  are  selling  out.  Last  year,  Syl- 
vania  took  on  Ford  Motor's  Phil- 
co  brand. 

Sylvania  still  has  only  8%  of  the 
TV-set  market,  but  it  does  have  two 
advantages.  One  is  that  it  concen- 
trates on  the  less  competitive  high 
end  of  the  market.  The  other  is  that 
its  TV-set  manufacturing  operation  is 
a  captive  customer  for  Sylvania's  tube 
business. 

If  it  can  keep  it,  GTE  should  con- 
tinue to  do  very  well  with  Automatic 
Electric.  Independent  telephone  com- 
panies must  constantly  upgrade  their 
equipment  (they  still  have  a  consid- 
erable number  of  party  lines,  for  in- 
stance). The  growth  in  long-distance 
calling  means  more  sophisticated  elec- 
tronic switching  equipment,  equip- 
ment that  also  cuts  maintenance  costs 
substantially.  AE's  overseas  markets 
have  also  been  strong.  AE's  equipment 
gets  high  marks  from  users  and  it 
should  be  able  to  maintain  its  long- 
term  average  growth  rate  of  7%. 

On  the  issue  of  Automatic's  divesti- 
ture, GTE  remains  hopeful. 

"If  I  were  the  judge,"  says  Presi- 
dent Brophy,  himself  a  career  anti- 
trust lawyer,  "I  would  want  to  see  the 
outcome  of  the  Government's  case 
against  AT&T  before  I  made  any  de- 
cisions about  breaking  up  GTE." 
Brophy  may  well  be  right. 

While  it  decided  not  to  go  into 
satellite  communications  directly, 
GTE  won't  be  out  in  the  cold.  It  will 
rent  channels  through  AT&T  on  Com- 
sat's new  satellite.  So  GTE  will  con- 
tinue to  make  money  on  long-dis- 
tance calls  and  will  itself  save  a  sub- 
stantial amount  in  capital  outlays. 

AT&T,  in  fact,  has  petitioned  the 
FCC  to  let  it  reduce  rates  on  its  high- 
density  routes  in  order  to  compete 
with  the  microwave  and  satellite  sys- 
tems, and  the  FCC  has  allowed  a 
temporary,  reversible  implementation 
of  the  new  rates.  There  is  considerable 
resistance  to  this  "high-low"  density 
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differential,  since  consumerists  sus- 
pe<  t  that  reductions  in  business  rates 
would  inevitably  force  the  ordinary 
consumer  to  shoulder  a  large  propor- 
tion of  the  costs  of  telephone  service. 
Hut  it  is  by  no  means  certain  that 
they  will  triumph. 

The  immediate  problems  seem  un- 
der control.  Also,  falling  interest  rates 
should  help.  GTE  has  pending  rate 
increase  requests  of  $230  million 
and  many  analysts  believe  the  compa- 
ny should  do  fairly  well  here.  They 
point  out  that  GTE  has  been  improv- 


ing its  telephone  service  and  that  in- 
flation should  be  lower  this  year. 

Sitting  in  their  gleaming  new  in- 
verted pyramid  in  Stamford,  Conn., 
GTE  brass  clearly  have  their  worries 
these  days,  especially  in  financing 
their  capital -hungry  corporation.  But 
they  believe  the  worst  is  behind  them. 
Says  Brophy,  a  trim,  snowy-haired 
man  of  51:  "We're  seeing  a  greater 
understanding  on  the  part  of  the  rate 
commissions  of  the  importance  of 
having  healthy  utilities.  They  are 
learning   from   the   sad   cases   of   the 


Penn  Central  Railroad  and  Consolidat- 
ed Edison." 

Referring  to  last  year's  poor  earn- 
ings, he  adds:  "One  swallow  does  not 
make  a  summer."  Indeed  it  doesn't: 
GTE  should  be  among  the  minority 
of  major  corporations  reporting  a 
substantial  earnings  gain  over  1974. 
Free  of  the  extraordinary  write-offs 
.  and  benefiting  from  lower  interest 
rates  and  a  better  regulatory  climate, 
it  should  earn  $3  a  share  or  better- 
not  only  a  gain  over  depressed  1974 
but  in  line  with  prosperous  1973.  ■ 


Waste  Not,  Want  Not 


How  do  you  grow  30%  a  year  in  the  highly  competitive  food  business?  By  paying 
as  much  attention  to  peach  pits  and  bread  crumbs  as  to  expensive  cuts  of  beef. 


Kane-Miller  Corp.  has  750  tons  of 
peach  pits  to  sell.  Only  nobody  wants 
them.  Seems  that  peach  pits  contain 
arsenic,  so  they  aren't  ground  up  for 
animal  feed  like  most  food  by-prod- 
ucts. However,  there  happens  to  be 
an  out-of-the-way  region  in  the  So- 
viet Union,  where  the  natives  subsist 
primarily  on  apricots— and  flour 
ground  from  apricot  pits,  which  may 
also  contain  traces  of  arsenic.  Guess 
what?  Cancer  is  unknown  there.  Does 
a  little  arsenic  a  day,  then,  keep  can- 
cer away? 

That's  one  of  the  questions  cur- 
rently perplexing  Daniel  and  Stanley 
B.  Kane,  co-chief  executive  officers  of 
the  food  company  their  parents  found- 
ed in  1920. 

Food  processing  is  a  low-profit, 
highly  competitive  business,  so  you've 
got  to  make  every  peach  pit  count. 
This  kind  of  attention  to  detail  has 
made  Kane-Miller  one  of  the  wonders 


of  the  food  industry.  In  1961  it  went 
public  as  a  $3.5-million-a-year  whole- 
saler; last  year  sales  hit  $661  million, 
and  the  brothers  can  see  $1  billion 
not  too  far  down  the  road. 

The  Kane  brothers  created  the 
foundation  of  their  empire  by  acqui- 
sition, but  this  foundation  has  grown 
twofold  since  the  last  division  was 
added  in  1971.  In  the  past  decade 
earnings  per  share  have  risen  from 
51  cents  to  $4.29;  return  on  equity 
last  year  was  14%.  "Our  growth  was 
not  directed  scientifically,"  says  Stan- 
ley Kane,  54,  a  short,  friendly  man 
who  looks  more  like  a  grocer  than  a 
professional  manager.  "We  just  fig- 
ured that  when  one  business  was 
down,  another  would  be  up." 

Not  for  the  brothers  Kane  is  the 
high-risk  side  of  the  business.  Kane- 
Miller  is  big  in  meat  and  by-products 
(61%  of  its  business),  but  it  doesn't 
raise  livestock;  it  buys  it,  letting  oth- 


ers speculate  on  prices.  If  the  pub- 
lic turns  from  high-priced  beef,  then 
Kane-Miller  will  sell  them  chickens 
or  pork.  If  it  fancies  cheese,  Kane- 
Miller  has  a  huge  cheese-processing 
plant,  and  it  cans  vegetables,  too. 

It  is  a  leader  in  boxed  beef,  a  grow- 
ing favorite,  and  it  neglects  no  ef- 
fort to  squeeze  out  every  bit  of  prof- 
it, selling  meat  by-products  ranging 
from  textile  chemicals  to  tallow. 
Bread  crumbs  and  loaves  mangled  in 
the  slicing  process  in  its  big  bakery 
operation  are  added  to  wastes  bought 
from  other  bakers  and  converted  into 
Dried  Bakery  Product,  a  nutritious, 
high-energy  feed  ingredient. 

In  spite  of  the  brothers'  down-to- 
earth  approach,  the  company  is  no 
seat-of-the-pants  operation.  Richard 
W.  Hughes,  the  36-year-old  vice 
president  for  finance,  is  an  alumnus 
of  Continental  Illinois  Corp.  Hughes 
treats  the  company's  cash  as  a  val- 
uable commodity  and  makes  division 
managers  do  the  same. 

In  its  fast  expansion,  Kane-Miller 
piled  up  a  good  deal  of  long-term 
debt.  It  ended  1974  with  almost  $53 
million  worth  and  only  $72  mil- 
lion in  stockholders'  equity.  But  the 
company  is  using  its  high  profits  to 
whittle  down  the  ratio:  Debt  is  now 
33%  of  total  assets,  down  from  i()'i 
in  197 1 . 

"We've  made  a  specialty  of  acquir- 
ing solid,  private  businesses  that  ma\ 
have  been  run  a  little  lackadaisically 
financially,"  says  Stanley  Kane.  "We 
pick  good  people  and  give  them  the 
rein."  But  the  two  brothers— who 
work  out  of  a  single  office  decorated 
with  Dan  Kane's  artistic  acquisitions 
—are  keeping  a  close  eye  on  the  whole 
operation,  just  as  close  as  tlic\  did 
when  it  was  less  than  one  hundredth 
its  present  size.   ■ 
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There's  Natural  Gas 
headed  for  our  shores. 


This  ship  carries  Liquefied  Natural  Gas  from  overseas. 
Huge  tanks  keep  the  gas  at  260  degrees  below  zero,  reduced 
to  one  six-hundredth  its  usual  volume. 

This  is  just  one  of  many  new  ways  the  gas  industry  is 
working  to  develop  additional  sources  of  gas.  Were 
also  preparing  to  pipe  in  Alaskan  gas,  developing  coal 
gasification,  experimenting  with  synthetic  gases. 

By  1990  it  is  expected  that  new  supplemental  sources 
will  provide  nearly  a  third  of  our  country's  gas  energy. 

Use  gas  wisely.  Its  clean  energy  for 


today  and  tomorrow. 


RMH  Association 


A 


reprinted  Irom  TV  Guide  magazine 


HOW  POLICE  ORG  GETTIflG 
THE  CRimiDRL 
10  THEIR  SIGHTS 


By  John  Weisman 


[  EXTERIOR— GHETTO  STREET— DAY  ] 
A  dark  compact  car  with  out-of-state 
license  plates  moves  slowly  out  of  its 
parking  spot.  The  four  long-haired 
young  men  inside  look  around  nervously, 
making  sure  they  aren't  being  followed. 

[ANOTHER  ANGLE] 

THE  CAMERA  moves  out,  following  the 

car. 

[ANOTHER  ANGLE] 

THE  CAMERA  can  see  what  is  happening 
inside  the  car.  One  of  the  men  in  the 
front  seat  is  counting  glassine  enve- 
lopes ("flats")  of  heroin  on  his  lap. 
He  finishes  his  count  and  hands  a  flat 
to  a  man  in  the  rear. 

[  ANOTHER  ANGLE  ] 

THE  CAMERA  moves  closer.  One  of  the 
young  men  in  the  back  seat  rolls  down 
the  rear  window,  and,  with  increased 
visibility,  THE  CAMERA  ZOOMS  in. 

[  CLOSE-UP  OP  YOUNG  MAN  IN  THE  BACK 

SEAT] 

He  is  taking  "works"  (heroin-injection 

apparatus)  out  of  his  jacket. 

[ZOOM  IN  ON  HIS  ARM] 

He  is  preparing  his  forearm  to  receive 

a  "pop"  (intravenous  injection)  of 

heroin. 
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Police   Story?    Kojak? 
Adam-12? 

Not  at  all.  This  shoot- 
ing script  is  the  ultimate 
in  cinema  verity.  It  was 
filmed  by  an  undercover 
intelligence  unit  of  the 
New  York  City  Police 
Department,  using 
sophisticated  video-tape 
equipment  hidden  in  a 
dilapidated,  unmarked 
surveillance  panel  truck 
and  manned  by  a  crew  of 
scruffily  dressed  in- 
telligence agents. 

The  video  tape  in 
question  will  never  be 
broadcast  in  prime  time, 
but  it— and  other  tapes 
like  it— is  helping  law-en- 
forcement agencies 
throughout  the  Nation 
crack  down  on  everything 
from  narcotics  traffickers 
to  purse  snatchers.  While 
the  television  industry 
has  been  using  cop  sto- 
ries to  win  high  ratings, 
Federal  and  local  police 
agencies  have  quietly 
and  efficiently  been 
adapting  television  to 
their  own  use  and,  they 
say,  winning  high  convic- 
tion rates. 

"Television  is  valua- 
ble," says  New  York  Police  Department 
deputy  chief  Howard  Metzdorff.  "We 
use  it  in  narcotics  investigations  and  in 
covering  organized  crime.  It's  also  used 
to  protect  our  own  undercover  men— to 
observe,  for  example,  our  man  meeting 
with  somebody  without  having  to  have  a 
lot  of  agents  on  the  street." 

"TV  is  extremely  useful,"  says  Frank 
V.  Monastero,  the  deputy  director  of  the 
New  York  region  of  the  Federal  Drug 
Enforcement  Administration.  "And  as 
far  as  we're  concerned,  it  is  certainly 
very  impressive  in  court  as  evidence.  In 
cases  where  we've  used  TV  sur- 
veillance, we  often  show  it  to  a  defen- 
dant before  the  trial,  so  he  sees  what 
he's  up  against.  Sometimes  it  can  result 
in  a  guilty  plea." 

"It's  the  ultimate  in  surveillance 
work,"  says  Frank  J.  Rogers,  the  assis- 
tant district  attorney  in  charge  of  New 
York  City's  narcotics  prosecutions,  "a 
tremendous  asset  to  law  enforcement. 
We've  used  it  against  organized  crime 
since  1969." 

But    while    television    cameras,    video- 
tape   decks,    miniaturized    listening 


•!' 


devices  and  body  tape-recorders  arc 
considered  "excellent  technology"  t» 
police  and  prosecutors,  organization^ 
such  as  the  American  Civil  Liberties 
Union  are  gearing  up  to  fight  electronic! 
surveillance.  They  say  it  is  a  manifests-  ' 
tion  of  creeping  "Big  Brotherism"  in  law  * 
enforcement. 

The  New  York  CLU's  executive 
director,  Ira  Glasser,  says:  "Wholesale  „ 
surveillance  seems  to  me  to  be  a  viola- 
tion of  the  Fourth  Amendment— and  the  '.' 
whole  Watergate  thing  made  those  ''. 
Fourth  Amendment  fears  about  inva-  J! 
sion  of  privacy  really  come  home.  I  '.. 
think  that  before  Watergate,  a  majority! 
of  the  public  was  in  support  of  wiretap- 
ping and  surveillance.  Now,  I  think  it's 
been  reversed— a  majority  of  the  public 
is  opposed  to  this  kind  of  activity." 


"Unfortunately,  Watergate  will  hurt  us," 
says  Frank  Rogers,  who  was  an  11 -year 
veteran  of  the  late  New  York  DA  Frank 
Hogan's  office,  dealing  in  organized 
crime  prosecutions,  before  he  took  over 
narcotics  in  the  winter  of  1971-72. 
"Still,  I  am  an  advocate  of  wiretapping 
and  other  surveillance  proce- 
dures—used under  strenuous  court 
controls."  One  reason  for  this,  he  ex- 
plains, is  that  when  he  took  over,  the 
credibility  of  narcotics  detectives  was 
at  "an  all-time  low,"  caused  by  the 
Knapp  Commission  revelations  about 
police  corruption  in  New  York  City. 
"Juries,"  says  Rogers,  "would  not  take 
a  cop's  word." 

So  the  governor  put  in  for— and  re- 
ceived—a $12.5  million  grant  from  the 
Federal  Government,  $100,000  of 
which  Rogers  spent  on  an  assortment 
of  miniature  recorders,  video-tape 
cameras  and  other  electronic  gadgets. 
Utilizing  these  (and  also,  the  narcotics 
prosecutor  insists,  changing  the 
priority  of  narcotics  arrests  from  the 
unofficial  quota  system  of  at  least  four 
a  month  per  man  to  a  long-range  plan 
that  moves  higher  and  higher  into 
heroin-dealing  operations,  thus  getting 
close  to  larger  and  larger  amounts  of 
drugs),  Rogers  claims  that  his  convic- 
tion rate  has  climbed  from  66  per  cent 
in  1972  to  an  estimated  82  per  cent  in 
1974. 

"Bugging  is  distasteful  to  a  lot  of 
people  on  juries,"  says  Rogers.  "But 
they  will  willingly  accept  video-tape 
evidence.  They  can  see  that  when  an 
officer  describes  a  meeting  with  a  de- 
fendant, he's  describing  it  correctly 
and  accurately.  With  television  backing 
us  up,  there  doesn't  have  to  be  any 
super-human  testimony— given  by  a 
back-up  officer  who  was  standing  in 


Some  of  the  best  writing  on  TV  isn't  on  TV  I 


he  dark  100  yards  away.  With  -televi- 
sion, juries  can  see  what  went  on  for 
hemselves." 

In  1972-73,  for  example,  a  coordi- 
lated  group  of  Federal  and  NYPD 
igents  staked  out  Pleasant  Avenue  in 
Manhattan's  East  Harlem  for  nine 
nonths.  In  that  time  they  compiled 
iome  1240  hours  of  video  tape  that 
howed  in  incredible  detail  the  inner 
workings  of  a  narcotics-dealing  opera- 
ion  run  by  Oreste  Abbamonte,  Thomas 
entini,  John  Campopiano  and  Gennaro 
:anfardino,  and  including  approxi- 
lately  100  more  suspects.  The  video- 
ape  evidence  (later  shown  in  court) 
/as  so  airtight  that  one  of  the  detec- 
ives  involved,  Stephen  DelCorso,  was 
iffered  a  $250,000  bribe  to  destroy  it. 
)elCorso  did  not,  and  the  suspects 
/ere  convicted  of  bribery  as  well  as 
arcotics  dealing. 

►eputy  chief  Howard  Metzdorff  runs 
he  New  York  Police  Department's  in- 
elligence  unit.  His  technicians  set  up 
nd  operated  much  of  the  equipment 
sed  on  Pleasant  Avenue.  While 
fletzdorff  is  definitely  enthusiastic 
bout  television,  he  adds,  "I'd  hate  to 
ive  you  the  idea  that  TV  is  any  kind  of 
•anacea  for  law  enforcement.  It's  not. 
lut  it  is  a  useful  tool." 

It  is,  in  reality,  an  assortment  of 
seful  tools.  One  of  Metzdorff's  under- 
over  agents,  a  tall,  bearded  detective 
amed  Sandy,  shows  off  the  interior  of 
is  surveillance  van.  Outside,  the  truck 
5  nondescript— dirty,  dented  and  no 
ifferent  from  hundreds  of  thousands 
ke  it.  Inside,  however,  it  is  filled  with 
ssorted  listening  devices,  zoom- 
slephoto  lenses  and  a  $7500  Owl-Eye 
3ns,  which,  when  fitted  to  one  of  the 
attery-run  Sony  one-half-inch  video- 
ape  decks  and  cameras,  will  shoot 
•eautiful  tape  under  almost-impossible 
onditions.  "You  can  use  it  on  a  cloudy 
ight  on  a  dark  street,"  says  Sandy, 
and  it'll  be  as  bright  as  day." 

'here  are  a  number  of  other  sur- 
eillance  vans.  "They've  got  one,"  says 
n  undercover  operative  in  the 
)rganized  Crime  Control  Bureau, 
that's  really  beautiful.  You  can  look 
ight  through  it,  and  it  looks  empty.  The 
loor's  false,  -and  they  shoot  from 
teneath  the  windows."  Owen 
ireenspan,  a  New  York  City  detective, 
pends  much  of  his  time  going  to  dem- 
mstrations  of  sophisticated  sur- 
eillance  equipment  and  then,  using 
amples  provided  by  the  manufac- 
urers,  field-tests  it  with  intelligence 
letectives  like  Sandy.  It's  even  rumored 


that  the  NYPD's  intelligence  division 
and  OCCB  units  have  equipment  that's 
still  marked  "TOP  SECRET"  by  the 
armed  forces. 

*       *       • 

[EXTERIOR— BEEKMAN  HOSPITAL -DUSK] 
Two  Chinese  men,  accompanied  by  a  pair 
of  swarthy,  greasy- looking  hoods, 
approach  the  trunk  of  a  dark-green 
Cadillac  Fleetwood  with  a  white  vinyl 
top.  One  of  the  hoods  opens  the  trunk 
of  the  car,  reaches  inside,  and  opens 
an  attache  case. 
[SAME  ANGLE] 

THE  CAMERA  ZOOMS  IN,  bringing  the 
inside  of  the  attache  case  into  view. 
There  is  $200,000  in  $50  and  $100 
bills.  One  of  the  Chinese  smiles  and 
nods  his  head. 

The  swarthy,  mustachioed  man  who 
flipped  open  the  Cadillac's  trunk  was  no 
hood.  He  is  an  undercover  Federal  nar- 
cotics agent.  The  two  Chinese,  Kenneth 
Huie  and  Tim  Lok,  had  been  negotiating 
with  the  agent  to  sell  him  20  pounds  of 
white  Southeast  Asian  heroin  for  $10,000 
a  pound.  When  the  deal  "went  down,"  as 
they  say  on  Police  Story,  it  was  televised 
by  Federal  agents  who  manned  a  video- 
tape camera  on  the  third  floor  of  Beekman 
Hospital,  on  Manhattan's  Lower  East  Side. 
As  a  result,  Lok  and  Huie,  on  the  basis  of 
video-tape  evidence  and  the  undercover 
agent's  testimony,  were  convicted. 

Indeed,  even  more  than  local  police 
departments,  the  Federal  Drug  En- 
forcement Administration  is  utilizing  TV 
as  a  means  for  gathering  intelligence 
against  drug  operations  all  over  the 
country. 

In  Chicago,  a  TV  surveillance  set  up 
on  Oct.  4,  1973,  by  the  Federal  Drug 
Enforcement  Administration  identified 
150  people  in  a  Mexican-based  drug- 
smuggling  operation  in  a  back  yard  on 
the  city's  Near  North  Side,  bringing  in 
"Mexican  Brown"  heroin  from  a  lab  in 
Durango,  Mexico.  After  a  year  of  obser- 
vation, agents  arrested  the  smugglers 
involved. 

In  northern  Indiana,  "The  Family,"  a 
violence-oriented  black  narcotics  and 
strong-arm  gang  headquartered  in 
Gary,  Ind.,  reportedly  killed  50  to  60 
people  before  they  were  iden- 
tified—through the  use  of  undercover 
Federal  agents  who  used  video-tape 
equipment  "extensively"  in  their  in- 
vestigation—and arrested. 

"There  are  excellent  applications  for 
television  in  law  enforcement,"  says 
Jerry  N.  Jenson,  the  deputy  administra- 
tor of  the  Federal  Drug  Enforcement  Ad- 
ministration. "As  a  matter  of  course,  I 
encourage   my   agents   to   video   tape 


whatever  takes  place,  whenever  it's 
feasible." 

New  York's  FDEA  deputy  director  Frank 
Monastero,  whose  agents  shot  the 
footage  outside  Beekman  Hospital, 
concurs.  "We're  using  television  in 
about  50  per  cent  of  our  major  cases," 
he  says.  Monastero  adds  that,  unlike 
narcotics  prosecutor  Frank  Rogers' 
office,  in  which  detectives  sometimes 
get  only  a  few  hours— or  even,  possibly, 
a  few  minutes— of  training  with  the 
television  cameras,  he  has  agents  who 
are  specialists  in  video-tape  opera- 
tions. 

One  of  Monastero's  men,  Mike  Cos- 
tello,  has  grown  to  appreciate  television 
surveillance  during  his  11  years  on  the 
job.  "In  the  Chinese  Connection  case," 
he  says,  "one  of  the  defendants  in- 
sisted in  court  that  he  spoke  no 
English.  He  had  a  hard  time  explaining 
the  long  sequences  of  himself— on 
tape— conversing  on  a  street  corner 
with  our  undercover  agent.  We  got  him 
cold." 

"Additionally,"  says  Chicago's  Jerry 
Jenson,  "television  is  an  invaluable 
training  tool.  We  use  it  to  show  our  new 
agents  how  a  buy  is  made.  Or  if  we're 
planning  a  raid,  we  shoot  video  tape  of 
the  premises,  so  that  agents  who  have 
never  seen  the  neighborhood  before 
will  have  some  idea  of  what  they're 
dealing  with.  We  sometimes  even  use  a 
fly-over— shooting  pictures  of  the  area 
from  an  aircraft.  It's  very  instructive." 

"When  you  go  into  an  area,  you  have  to 
look  like  you  really  belong,"  says  NYPD 
intelligence  detective  Sandy,  who  has 
been  an  undercover  operative  for  14  of 
his  15  years  on  the  force.  "You  can't  go 
out  there  playing  Joe  Cop.  And,  what's 
more,  it's  a  one-shot  deal.  Unlike  real 
TV  shows,  nobody  sticks  around  for  a 
retake.  But  it's  still  a  long  process.  We 
may  end  up  with  10-15  minutes  of  video 
tape  after  five,  six,  even  seven  hours  of 
just  sitting  in  the  van  somewhere. 

"I'll  tell  you  one  thing— you  learn  a 
lot  about  people.  And  sometimes,  after 
working  in  that  truck— shooting  buys, 
or  watching  some  dealer  sell  his  junk— I 
think  to  myself  that  I'd  really  like  to  get 
this  stuff  on  commercial  television.  I'd 
like  one  hour  to  myself  on  some  net- 
work, and  I'd  go  up  to  a  shooting  gallery 
and  focus  on  one  individual  who's 
shooting  up— using— you  know? 

"And  the  message— all  I'd  be  trying 
to  do  would  be  to  make  people  aware 
that  with  junk,  you're  dying,  man.  You're 
dying.  I  think  that  would  really  be  in- 
structive." 


rhat  helps  explain  why  TV  Guide  sold  one  billion  copies  last  year. 
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The  Banks  Holding 
The  REIT  Bags 


Everyone  is  aware  that  the  na- 
tion's banks  have  a  huge  multi- 
billion-dollar  exposure  in  real  es- 
tate investment  trust  loans  and 
commitments  they  made  in  palm- 
ier days  (Forbes,  Feb.  1).  Now 
Kenneth  D.  Campbell,  a  longtime 
observer  of  the  construction  and 
REIT  industry  who  publishes  the 
Audit  Realty  &  Asset  Advisory 
newsletter,  has  compiled  the  num- 
bers that  show  which  banks  face 
the  greatest  risks.  The  numbers 
are  scary. 

Campbell  tallied  bank  credit 
commitments  for  more  than  a 
score  of  REITs  with  some  $3.9 
billion  in  total  REIT  credits  out- 
standing. The  table  below,  listing 
15  large  REITs,  shows  that  the 
nine-largest  banks  have  made  re- 
volving credit  loans  for  half  of  the 
$3.9-billion  total,  or  almost  $2 
billion.  New  York's  Citicorp 
(through  First  National  City)  had 
the  largest  "revolver"  commit- 
ment, $314  million,  closely  fol- 
lowed by  Chase  Manhattan  with 
almost  $300  million.  In  Chase's 
case,  over  half  of  the  total  repre- 
sents commitments  to  its  own  trou- 
bled Chase  Manhattan  Trust   (as- 


sets: $1  billion).  Recently  CMT, 
along  with  several  other  trusts,  an- 
nounced that  its  creditors  had 
granted  waivers  of  default. 

Adding  in  open  lines  of  credit 
and  other  credits,  Campbell  fig- 
ures Citicorp  has  around  $750  mil- 
lion committed  to  REITs.  Chemical 
New  York  acknowledged  it  has  in 
excess  of  $700  million  outstand- 
ing and  $800  million  committed 
to  REITs.  The  exposure  seems 
more  than  just  hypothetical. 
Campbell  says  that  the  recent  fil- 
ing in  Chapter  11  by  Fidelity 
Mortgage  Investors  will  reduce 
Marine  Midland  Bank's  earnings 
by  about  5%.  Marine  Midland  is 
Fidelity's  largest  creditor. 

If  other  REITs  follow  Fidelity 
into  bankruptcy  court,  other  banks 
could  see  their  earnings  shrink. 
Campbell  thinks  that  Wall  Street 
analysts  are  underestimating  the 
REIT's  potential  impact  on  bank 
earnings.  And  that  doesn't  count 
other  shaky  loans  banks  hold. 

Understandably,  bankers  are  in- 
sisting that  things  aren't  nearly  that 
bad.  They  call  Campbell  and  other 
critics  "the  nervous  Nellies."  The 
bankers    note    that    the    economy 


seems  to  be  at  the  bottom  of  a 
real  estate  cycle  that  will  trend 
up  sooner  or  later.  For  example, 
C.  Edward  McConnell,  bank  ana- 
lyst for  New  York's  Keefe  Bruyette 
&  Woods,  is  looking  for  an  orderly 
<wind-down  of  the  REIT  problem. 
He  says:  "If  you  look  at  the  av- 
erage REIT,  in  most  cases  the  fear 
of  loss  of  principal  just  isn't  real- 
istic. People  will  be  very  surprised 
how  strong  bank  earnings  will  be 
in  the  first  quarter  of  1975." 

Echoes  Sylvan  Cohen,  president 
of  the  REIT's  trade  association  in 
Washington,  D.C.,  "The  attention 
given  the  20%  of  the  REIT  indus- 
try with  problems  ignores  the  80% 
which  continues  strong."  But  that 
20%  that  Cohen  is  talking  about 
amounts  to  some  $2  billion  in  bank 
loans  to  the  REITs. 

If  worse  comes  to  worst,  how 
badly  could  the  banks  be  hurt? 
The  REIT  collapse  would  have  to 
be  mammoth  to  seriously  affect  the 
banks.  First,  the  losses  would  have 
to  deplete  the  banks'  loan  reserves. 
Only  then  could  the  REITs  eat 
into  bank  equity.  So  no  one  knows 
at  this  point  what  the  ultimate 
losses  will  be.  But  the  table  be- 
low gives  a  rough  idea  of  how 
much  equity  capital  the  leading 
banks  have  as  a  cushion  against 
extraordinary  loan  losses.  ■ 


Manu- 

Conti- 

Total* 

Bank- 

Chase 

JP 

facturers 

Bankers 

nental 

First 

REIT 

Credit 

America 

Citicorp 

Manhattar 

i    Morgan 

Hanover 

Trust 

Chemical 

Illinois 

Chicago 

Alison  Mortgage 

$121.0 

$25.0A 

$5.0 

$10.0 

$5.0 

Builders  Invest. 

310.6 

$21.0 

28.0A 

16.8 

$8.4 

$21.0 

$21.0 

$11.0 

10.0 

39.6A 

Cameron-Brown 

127.1T 

3.0 

20.7A 

6.0 

5.0 

6.0A 

9.9 

20.7 

6.0 

Chase  Man. 

800.0T 

37.7 

52.7 

150.0 

27.7 

38.9 

48.9 

42. 7A 

58.9A 

38.3 

Cit.  &  Southern 

400.0E 

18.1 

24.1A 

12.1 

24.1 

23.1 

32.6 

14.1 

35.6 

6.0 

Citizens  Mortgage 

106.2 

20.0 

20.0A 

Cousins  Mortgage 

175.4 

13.0 

14.5 

14.5 

14.5 

19.5 

14.5 

14.5A 

14.5 

Fidelity  Mortgage 

147.2 

5.0 

10.0A 

12.5 

13.0** 

10.0 

10.0 

First  Mortg.  Invest. 

470.0T 

8.0 

38.5 

14.5 

5.0 

6.0 

27.5 

46.8A 

43.5 

43.5 

First  Penn  Mortg. 

117.5 

11.5 

10.0 

17.8 

5.8 

11.5 

Ct.  Amer.  Mortg. 

271.0 

25.0 

23.1A 

15.0 

10.0 

10.0 

13.0** 

15.0 

27.5A 

Hamilton  Investors 

90.0 

10.0A 

10.0 

5.0** 

5.0 

5.0 

HNC  Mortgage 

89.0 

7.0 

5.0A 

5.0 

5.0 

5.0 

12.0 

Independ.  Mortg. 

85.5T 

39.0 

24.0 

22.5 

Tri-South  Mortgage 

172.5E 

5.0 

10.0 

10.0 

10.0 

15.0A 

5.0 

10.0 

Total 

$3,483.0 

$149.3 

$285.6 

$287.9 

$122.2 

$162.8 

$169.5 

$180.8 

$239.7 

$259.9 

%  of  Total 

4.3 

8.2 

8.3 

3.5 

4.7 

4.9 

5.2 

6.9 

7.5 

Est.  Total  REIT  Commitment 

$550 

800 

800 

350 

450 

600 

800 

675 

750 

Total  Stockholders' 

Equity 

$1,661 

2,075 

1,446 

1,045 

864 

576 

718 

723 

755 

Ratio  of  Equity  to  REIT  Comit 

3.02 

2.59 

1.81 

2.99 

1.92 

0.96 

0.90 

1.07 

1.01 

*AII  dollar  figures  in  fable  in  millions.  A-Agent  bank.  **lncludes  $15. 4M  loans  from  acquisition  of  Security  National  Bank.  T-Term  and  other 
leans  of  $249. 1M  included:  Cameron-Brown,  $39.1M;  Chase  Manhattan  Trust,  $100M  notes;  First  Mtg.  Inv.,  $70M  notes,-  Independence  Mto., 
$40M  term  loan.  E-lncludes  $75M  Eurodollar  loans:  Citizens  &  Southern  Rlty.,  $60M,  Tri-South  Mtg.,  $15M.  Financial  data  by  The  Audit 
Realty  &  Asset  Advisory  Service  of  Audit  Investment  Research,   Inc.,  New  York  and  Forbes. 
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SOMETIMES  LETTERS  JUST  DON'T  DO  IT. 


Faces  Behind  the  Figures 


The  Overworked 
Dollar 

Why  is  the  dollar  so  weak?  Down 
15.4%  in  terms  of  West  Germany's 
mark  over  the  last  year?  Partly  be- 
cause the  U.S.  is  playing  banker  to 
the  world,  says  economist  Edward  M. 
Bernstein,  70,  the  monetary  expert's 
monetary  expert,  an  architect  of  the 
post- World  War  II  exchange  system 
and  friend  of  many  of  the  world's 
central  bankers. 

It's  the  old  recycling  business.  The 
U.S.  banks  have  been  obliging  to 
countries  and  companies  that  need 
money  to  pay  for  inflated  oil  costs. 
The  original  idea  was  that  this  would 
be  a  kind  of  recycling.  The  Arabs 
and  other  members  of  the  Organiza- 
tion of  Petroleum  Exporting  coun- 
tries would  send  their  petrodollars 
here,  and  we,  as  middlemen,  would 
lend  them  out  to  countries  needing 
them.  The  U.S.  banks  have  been  do- 
ing the  lending,  all  right,  but  the 
OPECers  haven't  been  giving  us  the 
wherewithal. 

Bernstein  cites  these  figures:  U.S. 
banks  lent  $18  billion  to  foreign  bor- 


Economist  Bernstein 


rowers  last  year— three  times  the  lev- 
el of  1973  and  five  times  the  level 
of  1972.  But  OPEC  members  sent  only 
$11  billion  here  in  1974.  So  more 
dollars  were  flowing  out  than  flowing 
in,  supply  exceeded  demand  and— as  it 
must— the  price  of  the  dollar  dropped. 


The  problem  most  definitely  is  not 
trade,  says  Bernstein.  The  U.S.  is  in 
as  good  a  trade  position  as  any  oil- 
deficit  nation.  "Other  than  oil,  our 
trade  did  remarkably  well  last  year, 
almost  as  well  as  Germany's.  Factor 
out  oil  and  we  had  a  trade  surplus 
of  around  $18  billion."  The  problem 
is  speculative— a  kind  of  vicious  circle. 
As  long  as  the  industrial  nations  bor- 
row more  dollars  than  the  OPEC  na- 
tions are  willing  to  use  or  hold,  the 
dollar  will  be  under  pressure.  The 
weaker  the  dollar,  the  less  anxious 
the  Arabs  are  to  invest  here.  The  less 
anxious  they  are,  the  weaker  the  dol- 
lar gets.  The  weaker  it  gets.  .  .  . 

But  that  works  both  ways  and 
tends  to  be  self-correcting;  when  the 
dollar  bottoms  out— Bernstein  thinks 
this  may  be  soon— the  sheiks  will  start 
selling  marks  and  francs  and  bidding 
for  dollars.  "The  dollar's  weakness," 
he  says,  "is  now  purely  speculative. 
Perhaps  we're  near  a  rising  period." 

Which  would  be  a  good  thing  for 
our  domestic  monetary  policy.  "If  the 
dollar  had  been  stronger,"  says  Bern- 
stein, "I  think  Arthur  Burns  would 
have  been  a  bit  easier  on  monetary 
policy  than  he  has  been."  ■ 


The  Selling 

Of  The  Olympics 

It  began  as  a  $310-milhon  romp,  but 
at  last  count  the  strike-plagued  1976 
Summer  Olympic  Games  will  cost 
Montreal  at  least  $650  million  and 
maybe  a  lot  more. 

Last  month  Montreal's  Mayor  Jean 
Drapeau  was  on  the  carpet  in  Lau- 
sanne, Switzerland,  being  dressed 
down  by  the  august  International 
Olympic  Committee,  which  feared  for 
the  Games  being  held  at  any  price. 

They  should  have  saved  the  cost  of 
Drapeau's  air  fare.  Characteristically, 
an  unabashed  Drapeau  declared, 
"There  is  no  crisis.  The  difficulties  we 
had  are  over." 

Drapeau,  59,  and  mayor  for  the 
past  15  years,  is  no  stranger  to  fi- 
nancial cliffhangers.  Expo  '67  ran 
$200  million  over  budget,  but  opened 
right  on  time  to  put  Montreal  on  the 
map  just  as  Drapeau  had  said  it 
would.  But  it  almost  broke  the  city, 
something  the  mayor  hadn't  forecast. 
In  that  case,  the  federal  and  provin- 
cial governments  in  Canada  rushed  in 
to  bail  out  Montreal,  but  this  time 
the  federal  government  is  saying, 
"We  won't  do  it  again." 


So  where  will  Drapeau  get  the  cash 
for  the  Olympics?  Simple.  With  $30 
million  already  promised,  Drapeau  is 
merchandising  the  21st  Olympiad  on 
a  scale  that  makes  what  Munich  did 


Drapeau  of  Montreal 


in  1972  look  like  a  beer  barrel  polka. 
Coca-Cola  gets  the  Olympic  soft- 
drink  rights,  Canadian  General  Elec- 
tric puts  appliances  in  the  Olympic 
Village  and  dozens  of  other  firms  ad- 
vertise their  association  with  the 
Olympics— all  in  return  for  a  little 
moolah. 

In  addition,  some  $200  million  is 
rolling  in  from  the  Olympic  Lottery, 
which,  with  tickets  selling  at  $10, 
already  has  turned  six  winners  into 
millionaires.  Add  sales  of  commemo- 
rative stamps,  coins,  TV  rights  and 
tickets,  and  salesman  Drapeau  may 
gross  nearly  $450  million  on  what 
some  call  "gross"  commercialism. 

That  would  still  leave  Montn  ;il 
deep  in  the  red.  But  don't  worry; 
Drapeau  has  more  plans.  The  main 
56,500-seat  stadium  will  be  both 
home  to  the  Montreal  Expos  baseball 
team  and,  with  a  little  conversion,  a 
merchandising  mart  or  convention 
center.  And  a  number  of  other  Olym 
pic  facilities  can  be  sold  off  to  tin 
provincial  government  for  use  with  a 
new  University  of  Quebec  campus 
planned  for  downtown  Montreal. 

Mayor  Drapeau  may  not  00V61 
every  penny  of  his  costs.  But  his  effort 
is  at  least  worthy  of  a  gold  medal 
for  chutzpah!  ■ 
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What  to  watch  and 
watch  out  for-right  now. 


For  a  Changing 
Economy 


March  1975 


Just  published! 
16-page  March  edition  offers 
fresh  thinking  on  investments 
for  today's  economy. 


•  Has  the  bear  market  ended?  4  key 

signals  that  point  to  better  days 
ahead.  2  factors  that  could  drag  the 
market  back  down.  Plus  7  com- 
panies for  high  yields  now.  And  7 
more  for  long  term  growth. 

•  What  to  do  with  the  money  you  want 
to  keep  safe.  Feature  story  explores 
the  three  factors  that  go  into  your 
decision:  safety,  convenience, 
income.  Shows  how  to  strike  the 
right  balance. 

•  The  pros  and  cons  of  commodities. 

Do  the  risks  outweigh  the  rewards? 
Page  9  tells  how  to  speculate,  who 
should  do  it  —  and  who  shouldn't. 

•  High  yields  from  tax-free  municipal 

bonds.  Why  they  could  be  an  espe- 
cially good  investment  right  now. 
How  the  Federal  Reserve's  money 
policies  could  affect  interest  rates 
later  on. 

•  Opportunities  in  Treasury  notes  and 
bonds.  How  to  get  6%  to  8%  on  your 
money —government  guaranteed. 
Also,  points  to  consider  before 
committing  your  money  for  the 
long  term. 

•  Plus  fresh  thinking  on  money  market 
instruments,  corporate  bonds,  current 
economic  climate,  and  more.  Sixteen 
fact-filled  pages  that  every  investor 
should  read.  Send  for  your  free 
copy  today. 


» 


Send  for  free  report,  "Investments  For  a  Changing  Economy/ 

New  16-page  report  takes  an  objective  look  at  investments  especially  chosen 
for  today's  economy.  Points  out  advantages.  Disadvantages.  Gives  useful 
buying  information. 

MAIL  TO:  Merrill  Lynch  Service  Center,  Box  700,  Nevada,  Iowa  50201. 

FOR-315 

Name Home  Phone 


Address. 
City 


.Business  Phone. 


.State. 


Zip. 


Merrill  Lynch  customers,  please  give  name  and  office  address  of  Account 
Executive: 

Merrill  Lynch  Pierce  Fenner  &  Smith  Inc. 
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Faces  Behind  the  Figures 


Fun  In  The  Sun 

High  on  a  windy  hill  overlooking  the 
Pacific,  Hobart  Alter  tosses  a  model 
glider  hard  into  the  sky.  It  catches  an 
updraft  and  swoops  toward  the  sea. 

That  looks  like  fun.  Alter  agrees- 
but  calls  it  research  and  development. 
You  see,  he's  one  of  those  lucky  peo- 
ple who  does  for  money  what  he 
would  do  anyway  for  fun. 

"We  sell  fun,"  says  the  lithe,  tanned 
Alter,  41,  chairman  of  Coast  Cata- 
maran Corp.  of  Irvine,  Calif.  The 
Hobie  Hawk,  the  radio-controlled  glid- 
er floating  toward  the  sea,  is  the  latest 
hot-selling  product  of  the  over-the- 
counter  company  that  Alter  and  Vice 
Chairman  Arthur  Hendrickson  found- 
ed in  1968. 

Alter's  biggest  sales  success  so  far 
is  the  Hobie  Cat,  a  small,  spunky 
catamaran  that  created  a  whole  new 
sailboat  market.  In  six  years,  the  com- 
pany has  sold  a  phenomenal  30,000 
boats  (for  from  $500  to  $2,000  each). 
Coast's  1974  sales  are  $9.3  million, 
up  from  $7  million  in  1973. 

"I  make  things  for  me,"  says  Alter, 
who  designed  a  prize-winning  kite  at 


age  five  and  a  fast-selling  surfboard 
at  16,  "but  they  turn  out  to  be  good 
for  the  company,  too."  Alter's  friends 
in  San  Juan  Capistrano,  where  he  de- 
signs out  of  a  ramshackle  office,  pro- 
vide a  built-in  test  market  for  his 
product:  "We  never  talk  business.  We 
talk  sailing,  skiing.  If  they  like  an 
idea,  I  know  it  will  sell." 

Alter's  life  isn't  all  laughs.  In  fact, 
he  says  developing  a  new  product 
takes  "two  years  out  of  your  life."  The 


Hawk,   he   adds,   cost   him   his   wife. 

The  junior  college  graduate  (who 
has  no  formal  design  training)  is  one 
of  a  new  breed  of  "layback"  Califor- 
nia millionaires:  "You  lose  your  friends 
here  if  you  act  the  big  shot,"  he  says. 

But  he  isn't  complaining.  Of  his 
distinctly  California  lifestyle,  Alter 
says:  "I  don't  know  any  place  in  the 
world  nicer  than  my  home  on  the 
beach.  All  my  friends  are  here,  all 
my  toys  are  here."  ■ 


Steady  As  She  Goes 

U.S. -Soviet  trade  now  looks  like  a 
deflated  political  football.  But  don't 
assume  the  game's  over. 

Harold  Scott,  the  57-year-old  busi- 
nessman who  heads  the  U.S.-U.S.S.R. 
Trade  &  Economic  Council,  points  out 
that  shipments  between  the  two  na- 
tions were  declining  before  the  Jew- 
ish emigration  brouhaha:  "In  1973  the 
Soviets  bought  a  lot  of  agricultural 
products  from  us.  They  knew  where 
things  were  and  how  prices  stacked 
up,  so  they  could  go  right  to  the 
shelf  and  say,  'We'll  take  that.'  Last 
year— to  continue  the  supermarket 
analogy— they  were  brand-shopping." 

Scott,  whose  organization  is  fund- 
ed jointly  by  U.S.  businessmen  and 
the  Soviet  government,  thinks  trade 
with  the  Russians  will  grow  at  a 
steady  10%  to  15%  a  year. 

"Of  course,  by  not  allowing  Ex- 
port-Import Bank  financing  and  pre- 
ferred tariff  status,  we  make  them 
feel  psychologically  bruised.  Contrary 
to  popular  conception,"  adds  Scott, 
Assistant  Secretary  of  Commerce  be- 
fore he  joined  the  Council  in  1973, 
"most  of  what  the  Soviets  want  is  also 
available  in  Europe  and  Japan.  And 
those  countries  are  literally  falling 
over  themselves  to  offer  credit.  Since 


the  Trade  Bill,  the  French  have  ad- 
vanced $2.8  billion,  the  British  over 
$2  billion,  the  West  Germans  $1.6 
billion,  the  Japanese  $1.5  billion  and 
the  Italians  $600  million." 

To  offset  that,  the  U.S.  Govern- 
ment is  busy  mending  fences.  Last 
month,  for  instance,  a  high-level 
Treasury  Department  delegation  visit- 
ed Moscow. 

But  we  have  to  buy  as  well  as  sell, 


Scott  warns:  "The  Soviets  can't  con- 
tinue running  a  trade  account  with 
us  that  is  out  of  balance  by  five-  or 
six-to-one.  They  have  to  have  access 
to  this  market."  What  will  they  sell 
us?  "There's  a  basic  demand  for  raw 
materials,  but  .  .  .  already  they  have 
a  line  of  low-priced  tractors  here, 
and  they  look  forward  to  coming  to 
the  U.S.  with  their  cars." 

Anybody  for  a  rebate  in  rubles?  ■ 


Scott  of  the  Trade  &  Economic  Council 
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Reichhold  helps 

powerahome 
or  power  a  city. 


Electricity. 

Putting  it  at  the  fingertips  of  housewives — 
and  industry— is  big  business. 

Reichhold  shares  in  the  electrical  market  in 
many  ways— even  though  RCI  makes  no  elec- 
trical end-products.  But  we  do  supply  many 
materials  that  make  those  products  possible . . . 
from  power  cables  to  appliances. 

Our  Cooke  Division  led  the  way  in  supplying 
:ross-linked  polyethylene  to  meet  the  stringent 
requirements  for  high- voltage  cable  insulation. 
It  is  being  increasingly  used  as  more  and  more 
power  companies  "go  underground"  with  cable 
for  economic  and  environmental  reasons.  Cooke 
also  markets  color  concentrates  for  insulated 
wire  identification. 

RCTs  Blane  Division  produces  polyvinyl 
±loride  compounds  to  meet  exacting  industrial 
and  military  specifications  for  wire  and  cable 
insulation,  as  well  as  home  and  appliance  wiring. 

From  our  Sterling  Division  come  insulating 
tarnishes,  epoxy  compounds  and  otner  insulat- 
ing compounds  for  motor  windings,  transformers 
and  electrical  assemblies. 

The  paints  and  coatings  that  make  electrical 
appliances  and  all  sorts  of  electronic  devices 
look  better  and  last  longer  also  include  RCI 


handiwork.  Reichhold  resins  help  those  coatings 
resist  heat,  cold,  moisture,  corrosion  and  all 
sorts  of  hard  knocks. 

And  there  are  the  glass  filament  reinforcing 
materials  made  by  our  Glass  Fiber  Division  for 
use  in  lightweight  conduit  and  circuit  boards. 

We  also  supply  phenolic  and  polyester 
molding  compounds  for  switchboxes,  circuit 
breakers,  outlets,  printed  circuit  boards  and 
appliance  handles. 

Plus  epoxies  for  high-pressure  laminates 
for  printed  circuits  and  for  the  potting  of  re- 
sistors, transistors  and  diodes.  And  specialty 
phenolics  used  in  the  manufacture  of  laminates 
for  a  wide  range  of  electrical  equipment. 

These  are  only  some  of  the  broad  variety  of 
products  Reichhold  has  developed  for  the 
electrical  industry. 

That  is  only  one  facet  of  Reichhold's 
50-year  tradition  of  success.  RCFs  half  century 
of  accomplishments  and  growth  has  been 
marked  by  many  contributions  to  many  indus- 
tries—such as  rubber,  construction,  paper, 
coatings,  plastics  and  automotive. 

For  details  on  Reichhold's  pattern  of 
growth,  write  for  a  copy  of  our  latest  Progress 
Report. 


REICHHOLD 


Reichhold  Chemicals  Inc.  RCI  Building,  White  Plains,  New  York  10603 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


New  Issue 


$250,000,000 


Bethlehem  Steel  Corporation 

8.45%  Debentures,  due  March  1,  2005 


Price  100% 

and  accrued  interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
undersigned  and  others  as  may  legally  offer  these  securities  in  such  State. 


Kuhn,  Loeb  &  Co. 


Smith,  Barney  &  Co. 

Incorporated 


Dillon,  Read  &  Co.  Inc. 
Blyth  Eastman  Dillon  &  Co. 

Incorporated 


The  First  Boston  Corporation 
Drexel  Burnham  &  Co. 

Incorporated 


Goldman,  Sachs  &  Co. 
Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 


Hornblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 


Lazard  Freres  &  Co. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Lehman  Brothers 

Incorporated 


Loeb,  Rhoades  &  Co. 
Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Reynolds  Securities  Inc.  Wertheim  &  Co.,  Inc. 

Warburg  Paribas  Becker  Inc.  Bear,  Stearns  &  Co. 

Shearson  Hayden  Stone  Inc. 

February  26,  1975 


White,  Weld  &  Co. 

Incorporated 


Shields  Model  Roland  Securities 

Incorporated 


Dean  Witter  &  Co. 

Incorporated 

L.F.  Rothschild  &  Co. 


Weeden  &  Co. 

Incorporated 


No  More  Waves 


Raymond  International's  profits— and  losses— came  in 
waves.  Henry  LeMieux  has  smoothed  things  out. 


Raymond  International  was  always 
good  at  its  job.  Nobody  doubted  that. 
But  its  profitability  was  another  mat- 
ter. One  year  it  would  show  $2.44  a 
share  ( 1968 ) ;  two  years  later  it  would 
be  in  the  red.  That  was  the  pattern. 
Up.  Down.  Up.  Down. 

In  1970  Henry  LeMieux,  a  rotund 
engineer  who  had  been  with  the  com- 
pany for  21  years,  took  the  top  spot. 
He  looked  at  his  company  closely.  It 
was— and  is— the  world's  leader  in  the 
highly  specialized  business  of  build- 
ing foundations  and  in  constructing 
trestle-type  bridges  as  well  as  in  dig- 
ging tunnels. 

LeMieux  quickly  saw  two  prob- 
lems. One  was  that  the  company  was 
too  quick  to  take  a  contract,  proud  of 
its  expertise  and  heedless  of  the  risks. 
Another  was  that  its  bookkeeping  was 
too  optimistic,  leading  it  to  make  un- 
wise assumptions  about  the  profitabil- 
ity of  a  contract. 

On  the  bookkeeping,  Raymond 
would  record  both  profits  and  reve- 
nues from  a  contract  as  soon  as  the 


ink  was  dry.  This  led  to  some  nasty 
surprises— especially  as  inflation  wors- 
ened. LeMieux  changed  this.  Now 
Raymond  books  not  a  dime  of  profits 
until  a  job  is  30%  finished.  By  then, 
presumably,  the  company  has  un- 
covered the  potential  surprises  and 
knows  exactly  what  kind  of  profits  it 
is  in  for. 

At  the  same  time,  LeMieux  be- 
came more  selective  about  contracts. 
"Why,"  he  asks  rhetorically,  "should 
we  have  been  building  monuments?" 
He  figured  this  way:  Raymond  has  an 
outstanding  reputation  for  reliability. 
Why  should  it  bid  on  contracts  where 
the  customer  was  unwilling  to  pay  a 
bit  extra  for  Raymond's  reputation? 
This,  of  course,  ruled  out  a  good  many 
public  works  jobs  where  competitive 
bidding  was  the  only  criterion  for 
acceptance. 

As  a  result,  Raymond  refused  to 
bid  on  such  seemingly  juicy  jobs  as 
New  York  City's  water  tunnel  and 
subway.  A  good  thing,  too.  Work  has 
stopped  on  the  tunnel,  with  the  con- 


tractor deep  in  the  red  and  demand- 
ing more  money  before  he  will  resume 
construction. 

Under  LeMieux,  Raymond  has  pre- 
ferred to  deal  with  private  busi- 
nesses. It  is  building  trestles  and  tun- 
nels for  loading  and  unloading  oil 
and  liquefied  natural  gas  tankers.  It  is 
concentrating  more  heavily  overseas, 
where  road-building  is  picking  up 
even  as  it  is  leveling  off  at  home. 
Highways  require  bridges  and  tun- 
nels and  expanding  industry  requires 
foundations,  and  right  now  Raymond 
is  building  them  in  oil-rich  countries 
like  Iran,  Nigeria  and  Indonesia.  For- 
eign operations  provided  a  full  third 
of  Raymond's  total  revenues  last  year, 
up  from  only  10%  as  recently  as  two 
years  ago. 

The  results  show.  In  1974  Raymond 
turned  in  its  fourth  straight  profit- 
able year.  Earnings  were  $1.85  a  share, 
up  81%,  on  an  82%  gain  in  revenues, 
to  $226  million. 

Without  doubt,  LeMieux  will  make 
1975  his  fifth  straight  up  year.  He 
went  into  1975  with  a  backlog  of 
$205  million,  vs.  $120  million  at  the 
same  time  a  year  ago. 

In  a  business  like  this,  it's  not 
enough  to  be  good  at  what  you  do. 
You  have  to  know  how  to  price  your 
product  as  well.  ■ 


Introducing 
Scudder  Managed  Reserves. 

We  want  your  money  to 
work  harder  for  you. 

Scudder  Managed  Reserves  specializes  in  keeping  your  money  at  work  in 
short  term  securities  for  high  current  income  with  low  risk. 

•  no  charge  to  purchase  shares  •  dividends  declared  daily 

•  no  charge  to  withdraw  your  money        •  $1 ,000  minimum  initial  investment 
•For  more  information,  write  or  call  collect  for  a  free  prospectus.  (61 7)  482-3990 


SCUDDER 

Mail  tO:  scudder  stevenss>clark  investment counsu 

Scudder  Fund  Distributors,  Inc.  Dept.  #55, 10  Post  Office  Square,  Boston,  MA  02109 
Please  send  me  information  about  Scudder  Managed  Reserves. 
Name 


Address. 
City 


State. 


Zip. 


Occupation. 


.Title. 
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The  Funds 


No-Loading  Is  No  Cure-All 


Financial  Programs  caused  quite  a 
stir  when  nearly  three  years  ago 
it  gave  its  salesmen  their  walking 
papers  and  switched  its  four  mutual 
I  ui ids  from  a  load  to  a  no-load  status. 
FP  was,  and  still  is,  the  largest  fund 
group  (current  assets:  $325  million) 
to  make  the  change. 

But  the  transformation  has  been  no 
panacea.  "Relative  to  other  funds," 
says  James  O.  Richards,  executive 
vice  president  for  marketing,  "our 
sales  and  redemptions  have  been  fair- 
ly good."  But  redemptions  still  out- 
pace sales.  "We  didn't  expect  a  mir- 
acle," explains  Richards.  "You  must 
remember  that  redemptions  are  very 
often  a  function  of  the  way  the  fund 
was  sold  at  the  beginning." 

During  the  go-go  1960s,  Financial 


Programs  went  all  out  for  "perfor- 
mance"—and  fell  on  its  face.  For  years 
its  funds  turned  in  some  of  the  worst 
records  in  the  industry.  The  Financial 
Industrial  Fund  (assets:  $190  mil- 
lion) still  has  a  miserable  C-D  rating 
in  the  latest  Forbes  Mutual  Fund 
Survey  for  performance  in  up  and 
down  markets;  the  Financial  Indus- 
trial Income  Fund  ($75  million)  an 
A-D;  and  the  more  aggressive  Finan- 
cial Venture  and  Financial  Dynamics 
funds,  D-D  and  C-F,  respectively. 

The  funds'  more  recent  performance 
has  improved.  The  income  fund, 
though  loaded  with  common  stocks, 
was  one  of  the  industry's  better  per- 
formers last  year. 

But  losing  less  money  'Jian  other 
companies  is  not  exactly  the  way  to 


bring  investors  banging  on  your  door. 

The  funds,  moreover,  still  have  fair- 
ly high  turnover  rates.  "One  of  my 
goals,"  says  Executive  Vice  President 
for  Investment  Research  Stephen  M. 
Bynum  Jr.,  "is  to  lower  turnover  rates. 
We've  been  making  progress."  Last 
fiscal  year,  Financial  Industrial  Fund 
had  a  turnover  rate  of  68%,  vs.  79% 
in  1973  and  167%  in  1972.  An  im- 
provement, but  still  high. 

Inexplicably,  considering  its  expe- 
rience with  no-load  selling,  FP  missed 
the  boat  on  money  market  funds, 
which  last  year  grew  from  almost 
nothing  to  over  $2  billion  in  assets. 

Without  doubt  the  Financial  Pro- 
grams funds  are  sounder  today  than 
they  were  a  few  years  ago,  and  FP 
has  saved  a  lot  by  not  having  sales- 
men. But  if  you  don't  have  someone 
pushing  your  funds,  you  need  much 
more  than  mediocrity  in  performance. 


Capital  Gains  Distributions:  Who  Needs  'Em? 


If  you're  in  the  (bad)  habit  of  ex- 
pecting your  mutual  funds  to  dis- 
tribute a  capital  gains  dividend,  last 
year  was  a  disappointment.  Many  a 
fund  distributed  no  capital  gains  for 
1974.  And  of  those  that  did,  the 
payout  was  down  drastically.  The 
1974  industry  figures  won't  be  out 
for  another  week  or  so,  but  it's  a  sure 
bet  the  capital  gains  distributed  for 
1974  will  be  a  mere  fraction  of  the 
$943  million  distributed  for  1973. 
And  1973's  distribution  was  itself 
down  nearly  33%  from  1972's. 

Now,  after  coming  to  expect  capi- 
tal gains  payouts,  some  shareholders 
are  complaining.  But  they  shouldn't, 
says  Cornelius  Bond  Jr.,  vice  presi- 
dent and  portfolio  manager  of  the  T. 
Rowe  Price  Growth  Stock  Fund.  "If 
the  shareholder  thinks  about  it,"  says 
Bond,  "a  capital  gains  distribution 
isn't  good  for  him.  When  we  sell 
stocks  and  realize  capital  gains,  we 
actually  penalize  the  shareholder  be- 
cause we  force  him  to  pay  capital 
gains  taxes  at  that  point  in  time.  In 
actual  fact,  funds  should  be  run  to 
minimize  capital  gains,  because  that 
minimizes  taxes.  This  is  one  of  the 
few  ways  a  man  today  in  this  world 
can  create  an  estate  without  being 
taxed." 

A  mutual  fund  generates  realized 
capital  gains  like  any  investor:  It 
buys  low  and  sells  high.  In  a  given 
year,  losses  are  subtracted  from  gains, 
and  the  difference— if  positive— is  paid 


out  to  shareholders.  Not  because  the 
fund  wants  to,  but  because  the  In- 
ternal Revenue  Service  requires  it. 
Says  John  C.  Bogel  of  the  Wellington 
Fund:  "The  decision  to  pay  out  cap- 
ital gains  isn't  a  very  hard  one.  If 
you've  realized  any,  you  declare 
them.  If  you  haven't,  you  don't." 

Okay.  But  what  about  the  investor 
who  counts  on  a  capital  gains  distri- 
bution as  part  of  his  annual  income? 
Why  shouldn't  his  fund  realize  gains 
in  order  to  keep  that  income  stream 
healthy? 

"When  you've  got  a  lot  of  profits 
on  the  books,"  says  Wellington's  Bo- 
gel, "then  you  might  have  an  issue 
whether  or  not  to  realize  capital 
gains.  But  when  you've  got  stocks 
selling  below  cost,  there's  no  issue. 
The  last  two  years  we've  gone 
through  are  the  first  back-to-back 
down  markets  since  the  1930s." 

But  certainly  many  funds  own 
shares  bought  long  ago  for  prices  be- 
low even  today's  depressed  levels. 
Tri-Continental  Corp.,  for  example, 
has  some  International  Business  Ma- 
chines bought  for  $9  a  share.  Why 
not  sell  some  of  it  off? 

"Fund  management  shouldn't  sell 
for  the  purpose  of  creating  a  capital 
gain,"  objects  T.  Rowe  Price's  Bond. 
"It  should  sell  because  it  feels  its 
stocks  are  overpriced,  or  because  it 
sees  a  fundamental  change  in  the 
company.  We  sell  for  those  two  rea- 
sons   and   those   two   reasons   alone— 


for  portfolio  reasons,  not  to  realize  a 
capital  gain  or  loss." 

T.  Rowe  Price  Growth  Stock 
Fund's  shareholders  aren't  the  type  to 
complain  about  the  lack  of  their 
fund's  capital  gains  distribution;  90% 
of  Price's  shareholders  reinvest  all 
their  distributions.  Wellington  Fund, 
largest  of  the  Wellington  group,  is  an- 
other story.  Over  the  years,  Welling- 
ton Fund  holders  came  to  count  on 
receiving  a  yearly  capital  gain.  And 
they  got  one  from  1932  through 
1969.  But  not  in  1970. 

Lots  of  shareholders  complained 
that  year,  so  in  1972  Wellington 
Fund's  management  took  a  unique 
approach:  It  began  doling  out  25 
cents  per  share  each  year.  Not  out 
of  the  corporate  dividend  pool.  And 
not  out  of  realized  capital  gains.  The 
25  cents  came  out  of  shareholders' 
surplus.  Tax-free  to  be  sure,  but  not 
without  cost:  Shareholders'  assets  are 
just  that  much  smaller. 

"It  became  apparent  to  us  that  the 
needs  of  most  Wellington  Fund  share- 
holders would  be  met  if  we  paid  this 
surplus  distribution,"  says  Bogel  in 
defense  of  the  policy.  But  he  isn't 
prepared  to  urge  it  as  a  principle: 
"It's  a  decision  we  wouldn't  take  for 
any  of  our  other  funds." 

The  real  point  is  that  mutual  fund 
shareholders  should  be  glad  thai 
their  funds  didn't  realize  capital  gains 
last  year— assuming  that  they  had  cap 
ital  gains  to  realize.  As  John  Bogel 
says,  "The  critical  question  isn't,  'Win 
didn't  you  declare  them?'  Rather,  it  s 
'Why  didn't  you  eam  them?'  "  ■ 
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For  Joel  Sartorius,  higher  education 
included  the  roof  of  San  Marco. 


That's  Joel  in  the  middle. 

And  that's  the  roof  of  San  Marco  cathedral 
he's  standing  on,  high  above  the  canals  and 
gondolas  of  Venice. 

Last  year  Joel  went  to  Italy  to  study  its  art, 
as  one  of  59  young  men  and  women  on  ITT 
International  Fellowships. 

like  Joel,  about  half  of  the  ITT  Fellows  were 
Americans  studying  abroad.  The  others  were 
foreign  students  in  America.  All  were  gradu- 
ates, their  sights  already  firmly  fixed  on  careers. 

In  Joel's  case,  it's  a  career  in  teaching.  And 
what  he  learned  about  Italy  and  its  people 


should  be  a  big  help  to  him  as  a  teacher. 

The  people  he  met  learned  something  about 
him,  too. 

And  about  us  Americans. 

And  that  opportunity  for  mutual  under- 
standing— as  much  as  any  scholastic  goals — 
is  what  these  ITT  Fellowships  are  all  about. 

They  not  only  teach  people  for  a  career, 
they  teach  people  about  people. 

The  best  ideas  are  the  jriim 
ideas  that  help  people.  Ill 
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Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

The  First  Boston  Corporation  Goldman,  Sachs  8C  Co. 

Dillon,  Read  8C  Co.  Inc. 


Blyth  Eastman  Dillon  8C  Co. 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 


Donaldson,  Lufkin  8C  Jenrette 

Securities  Corporation 


Hornblower  8C  Weeks-Hemphill,  Noyes 

Incorporated 


Salomon  Brothers 

Drexel  Burnham  8C  Co. 

Incorporated 

E.  F.  Hutton  8C  Company  Inc. 


Kidder,  Peabody  &  Co. 

Incorporated 


Paine,  Webber,  Jackson  8C  Curtis 

Incorporated 


Lazard  Freres  8C  Co. 
Reynolds  Securities  Inc. 
Wertheim  8C  Co.,  Inc. 


Lehman  Brothers 

In.  nrporattd 

Smith,  Barney  8C  Co. 

Incorporated 


Kuhn,  Loeb  8C  Co 
Loeb,  Rhoades  &  Co. 
Warburg  Paribas  Becker  Inc. 
Bear,  Stearns  8C  Co.  L.  F.  Rothschild  8C  Co 

ABD  Securities  Corporation  American  Securities  Corporation 

Basle  Securities  Corporation  Bateman  Eichler,  Hill  Richards  Alex.  Brown  8C  Sons 

Incorporated 

Daiwa  Securities  America  Inc.  F.  Eberstadt  &  Co.,  Inc.  EuroPartners  Securities  Corporation 

Faulkner,  Dawkins  8C  Sullivan  Robert  Fleming  Keefe,  Bruyettc  8C  Woods,  Inc.  McDonald  &  Company 

Securities  Corp.  Incorporated 

Moseley,  Hallgarten  &  Estabrook  Inc.  The  Nikko  Securities  Co.  Nomura  Securities  Intcrn.iiioii.il,  Inc. 


Weedcn  &  Co 

Incorporated 


White,  Weld  8C  Co. 

Int  orporaic d 

Shearson  Hayden  Stone  Inc.  Shields  Model  Roland  Securities 

In.  01  por-itrd 

Robert  W.  Baird  8C  Co. 

In.  •irporatf  d 


Dain,  Kalman  8C  Quail 

In.  orponted 


Piper,  Jaffray  &  Hopwood  Prescott,  Ball  8C  Turben        R.  W.  Pressprich  8C  Co.         The  Robinson-Humphrey  Company.  Inc. 

Incorporated  Incorporated 


SoC^en-Swiss  International  Corporation  Thomson  8C  McKinnon  Auchincloss  Kohlmeyer  Inc. 

UBS-DB  Corporation  Wood,  Struthers  &  Winthrop  Inc.  Yamaichi  International  (America),  In. 


Spencer  Trask  8C  Co. 
in.  Qfponttd 


Banco  Espanol  de  Credito 


Banque  Nationale  de  Paris 


Credit  Commercial  de  France 
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Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept    of 


Commerce  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt' 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services?  (Dept   of  Commerce 


JUNE 125.1 

JULY  126.0 

AUG 126.1 

SEPT 124.4 

OCT.  122.7 

NOV 119.2 

DEC 115.8 

JAN.    (Prel.)     113.5 


service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (US. 
Depf   of  Labor  initial  unemployment  claims) 


Stock  Comments 


Benign  Neglect 

By  Heinz  H.  Biel 


If  you  don't  want  to  know  how  sick 
you  really  are,  you  stop  taking  your 
temperature.  Or  better  yet,  throw 
away  the  thermometer.  The  dollar  is 
sick,  very  sick,  and  it  is  getting  worse 
day  after  day.  Four  years  ago  it  cost 
only  23  cents  to  buy  a  Swiss  franc. 
Last  September  the  price  was  33 
cents;  now  it  is  42  cents.  The  dollar 
is  losing  ground  not  only  against  the 
mark,  the  Dutch  guilder  and  other 
"hard"  currencies,  but  even  against 
the  British  pound  and  the  Italian 
lira,  two  countries  that  seemed  to  be 
hanging  over  the  ropes  not  so  long  ago. 
We  are  treating  the  foreign  ex- 
change markets  with  benign  neglect. 
We  act  with  supreme  arrogance,  as 
though  we*  were  still  the  only  strong 
nation,  financially  and  otherwise,  in 
the  world,  as  we  had  been  for  many 
years  after  the  end  of  World  War  II. 
We  disclaim  responsibility  for  the  glut 
of  dollars  abroad,  now  estimated  at 
an  unbelievable  $185  billion!  We  be- 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


have  as  if  it  were  everyone  else's 
problem,  not  ours.  How  much  longer 
do  we  think  we  can  get  away  with 
this  attitude? 

The  rapid  depreciation  of  the  dol- 
lar abroad— at  home  we  call  it  infla- 
tion—is the  result  of  inexcusable  prof- 
ligacy. For  many  years  we  have  been 
living  far  beyond  our  means.  I  am 
referring  not  just  to  the  Federal  Gov- 
ernment, the  states  and  municipal- 
ities. The  same  follies  were  commit- 
ted by  corporations  and  individuals 
as  well.  It  was  all  done  on  credit,  but 
by  now  the  burden  of  debt  has  be- 
come so  heavy  that  it  threatens  to 
crush  us.  The  only  way  to  lighten 
the  load  is  to  make  money  worth 
less,  and  then  pay  off  the  debt  with 
depreciated  dollars.  This  would  not 
be  the  first  time  in  world  economic 
history  this  method  has  been  used. 

We  managed  to  kid  ourselves  and 
live  in  a  fool's  paradise  as  long  as  our 
overstimulated  economy  was  pros- 
pering. But  now  recession  has  struck. 
Unemployment     is     mounting     at     a 


frightening  rate.  The  understandable 
clamor  for  help  is  getting  louder.  To 
alleviate  the  suffering,  unemployment 
insurance  payments  will  be  extend- 
ed; some  taxes  refunded;  present  tax 
rates  reduced;  make-work  programs 
will  be  proposed,  etc.  All  this  will 
cost  fabulous  amounts  of  money.  This 
year's  federal  budget  deficit  will  ap- 
proach $60  billion.  This  is  several 
times  the  total  budget  in  the  1930s 
when  Franklin  Roosevelt  was  trying 
to  spend  the  country  out  of  the  De- 
pression. Next  year's  deficit  will  be 
even  larger.  How  can  we  borrow  that 
much  money  without  resorting  to  the 
printing  press? 

The  plight  of  the  unemployed  is 
and  must  be  a  matter  of  deep  con- 
cern. But  the  men  and  women  who 
are  out  of  work  know,  or  at  least  they 
can  hope,  that  theirs  is  a  temporary 
misfortune.  The  elderly  and  the  poor, 
alas,  have  no  hope  left.  What  little 
money  they  have  is  certain  to  buy 
less  and  less  as  time  goes  on.  Savings, 
pensions,  life  insurance— it's  all  going 
down  the  drain,  gradually  but  inex- 
orably. Until  our  Government,  our 
politicians  and  economists  realize  that 
inflation  is  still  enemy  No.  One,  the 
future  for  anyone  who  isn't  wealthy 
looks  rather  grim. 

Unfortunately,  our  elected  leaders 
don't  listen  to  the  voice  of  the  people. 
When  the  citizens  of  New  York  State 
voted  twice  against  the  issuance  of 
bonds  for  certain  purposes,  the  then- 
governor  of  the  state,  Nelson  Rocke- 
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ENTER  YOUR  NAME  DIRECT 

for 

U.S.  Govt.  Oil  &  Gas  Leases 

awarded  monthly  by 

PUBLIC  DRAWINGS 

conducted  in  the  offices  of  the 
Bureau  of  Land  Management 

•  Now  available,  a  monthly  LIST 
OF  RECOMMENDATIONS 
compiled  by  our  consultant 
staff  of  geologist  and 
landmen. 

•  This  list  keeps  you  abreast  of 
the  more  valuable  leases.  On 
a  yearly  basis  the  subscrip- 
tion list  is  $200.00,  or  $25.00 
for  a  list  on  a  month-to-month 
basis. 

•  Instructions  for  filing  your 
entries  is  included. 

For  FREE  Sample  write 

FEDERAL  OIL  & 
GAS  LEASES, INC. 


Suite  109,  Dept.  S,  2995  LBJ  Freeway 

Dallas,  Texas   75234 

or  call  (214)  243-4253 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  I.  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
/        (305)  821-1150. 


®d 


Miami  Lakes  Inn 
&  Country  Club 


JETS 


BID  and  ASK  activity 
on  most  biz-jets  daily 


Omni'sTrading  Floor 


BE  SURE 


(2022  331-8000 


feller,  advised  by  John  Mitchell,  in- 
vented the  gimmick  of  "moral  obli- 
gations." This  new  creation  circum- 
vented the  state  constitution  and  over- 
rode the  will  of  the  people.  Now  these 
sins  of  the  past  are  coming  home  to 
roost.  As  events  have  shown,  the  vot- 
ers were  right  in  disapproving  the 
Urban  Development  Corp.  bonds. 
But,  like  it  or  not,  they'll  have  to  pay. 
for  them  anyhow. 

Telephone's  Warrants 

Five  years  ago  American  Tel  6- 
Tel  floated  a  huge  bond  issue,  the 
8%  of  2000.  In  order  to  make  these 
bonds  more  appealing  to  investors, 
the  company  attached  warrants  to 
the  bonds,  each  warrant  entitling  the 
holder  to  buy  one  share  of  AT&T  at 
52  until  May  15,  1975.  The  expira- 
tion date  is  only  two  months  away. 
With  the  stock  now  selling  at  around 
51,  there  is  an  odds-on  chance  that 
the  price  will  rise  to  or  above  52, 
thus  making  it  worthwhile  to  exercise 
the  warrants.  Owners  of  warrants 
who  have  no  intention  of  exercising 
them  should  consider  selling  them 
(present  price  1M),  because  they  may 
become  worthless  on  May  15. 

For  AT&T  this  date  is  a  matter  of 
major  importance.  If  all  warrants 
were  exercised— many,  of  course,  ei- 
ther were  lost,  forgotten,  or  the  hold- 
er may  not  find  it  worthwhile  to  ex- 
ercise or  sell  them— it  would  raise 
over  $1.6  billion  of  badly  needed  equi- 
ty capital.  Ma  Bell,  I'm  sure,  will  do 
her  level  best  to  make  herself  look 
attractive  in  order  to  get  the  stock 
above  52  and  the  warrants  exercised. 
Conceivably,  there  may  be  a  hint  that 
the  present  $3.40  dividend  will  be 
raised  again,  at  the  mid-May  divi- 
dend meeting  or  later  in  the  year. 
AT&T  is  an  attractive,  conservative 
investment,  presentiy  yielding  6%%. 

With  the  index  of  leading  indica- 
tors continuing  to  slump  at  a  fast 
clip,  no  near-term  improvement  in 
business  conditions  can  be  expected. 
A  great  many  companies  will  fail  to 
match  last  year's  record  profits.  Sev- 
eral of  the  country's  most  prominent 
corporations,  viz.,  du  Pont  and  GM, 
have  already  reduced  their  dividends; 
many  others  are  sure  to  follow.  All  of 
this  is  so  well  known  that  there  is 
no  need  for  elaboration.  Yet,  although 
fully  aware  that  1975  is  going  to  be 
a  bum  year,  the  stock  market  has 
staged  an  impressive  recovery.  The 
broadly  based  S&P  500,  for  example, 
regained  a  full  35%  of  its  1973-74 
bear  market  loss.  This  is  a  remarkable 
expression  of  confidence  at  a  time 
when  confidence  in  general  is  at  a 
very  low  ebb. 

Personally,  I  find  it  not  easy  to 
maintain   a  bullish   sentiment,   partly 


because  good  news  will  be  scarce  in 
the  months  ahead,  but  also  because 
many  of  the  more  desirable  stocks  are 
no  longer  as  undervalued  as  they  were 
a  few  months  ago.  At  the  same  time 
it  is  difficult  to  enthuse  over  other 
investment  media.  Last  summer  there 
was  a  comfortable  perch  on  the 
sidelines  with  the  so-called  money 
funds  like  Dreyfus  Liquid  Assets,  Re- 
serve Fund  and  others  paying  12% 
and  more  with  the  money  available 
at  a  minute's  notice.  Now  these  ve- 
hicles are  paying  only  about  6%%. 
It  was  also  possible  to  buy  medium- 
grade,  intermediate-term  bonds  (such 
as  the  Detroit  Edison  12£s  of  1982) 
at  prices  which  made  up  in  yield 
what  they  lacked  in  quality.  Now 
they  are  selling  at  premiums  of  close 
to  10%  above  par,  and  their  attrac- 
tiveness has  diminished  in  proportion. 

Willy-nilly  we  come  back  to  equi- 
ties, recognizing  their  vulnerability 
on  the  one  hand,  but  appreciating 
their  potential  merits  on  the  other. 
Perhaps  one  should  look  not  solely 
at  companies  that  are  expected  to 
do  well  this  year,  but  also  at  those 
that  we  know  will  be  hit  hard  by 
the  recession.  Take  Kennecott  Cop- 
per (34)  as  an  example.  The  price 
of  copper  has  come  down  more  than 
50%  in  the  past  year,  and  copper  will 
be  bought  and  used  only  when  need- 
ed. Price  reductions  have  little  stim- 
ulating effect  on  consumption.  How- 
ever, you  don't  have  to  mine  the  cop- 
per when  prices  are  unsatisfactory. 
You  can  leave  it  in  the  ground  and 
wait  for  a  better  day. 

One  can  take  it  for  granted  that 
Kennecott's  earnings  for  the  first  half 
of  1975  will  fall  short  of  luscious 
profits  of  a  year  ago.  I  am  not  even 
sure  that  the  present  $2.60  dividend 
rate  is  entirely  secure.  But  there  is 
another  angle:  The  Federal  Trade 
Commission  has  ordered  Kennecott 
to  divest  itself  of  its  Peabody  Coal 
subsidiary  (acquired  in  1968),  the 
country's  largest  coal  producer.  The 
present  deadline  is  Apr.  1,  1975.  Sev- 
eral groups  are  known  to  be  actively 
interested  in  acquiring  Peabody,  and, 
although  price  and  terms  have  not 
been  disclosed,  it  is  rumored  to  be  in 
excess  of  a  billion  dollars.  Kennecott 
has  some  33  million  common  shares 
outstanding,  preceded  by  long-term 
debt  of  $235  million.  The  proceeds 
from  the  sale  of  Peabody  may  come 
close  to  equaling  the  present  market 
value  of  Kennecott's  entire  capitali/;t 
tion,  putting  very  little  value  on  the 
other  assets,  which  are  nothing  to 
sneeze  at  either.  Kennecott  strikrs 
me  as  an  intriguing  speculation.   ■ 

Lucien  Hooper's  column  uill  he  in 
the  next  issue. 
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Let  Value  Line  Help  You  Pinpoint 

STOCKS  WITH  8%  YIELDS  PLUS 
SUPERIOR  RECOVERY  POTENTIAL 


The  opportunities  for  rich  dividend  yields 
available  in  today's  stock  market  may  not  be 
seen  again  in  this  generation.  And  they  may 
not  last  much  longer. 

When  stock  prices  climb,  percentage  yields 
decline.  So,  for  investors  who  want  to  take  ad- 
vantage, time  may  be  crucial.  Here  is  how 
things  stand  now: 

At  their  recent  prices,  326  stocks  of  the 
more  than  1500  under  continuous  review  by 
Value  Line  were  yielding  8%  or  higher — on  the 
basis  of  the  dividend  payments  we  estimate  in 
the  next  12  months;  100  were  yielding  10%  or 
higher.  (The  Value  Line  Investment  Survey 
Feb.  7,  1975.)  This  is  an  extraordinary  situa- 
tion. 

Important  Warning 

But  it  could  be  a  sad  mistake  to  rush  into 
stocks  on  the  basis  of  high  yields  alone.  You 
need  to  know  a  lot  more. 

For  instance,  some  high-yielding  stocks 
have  shaky  earnings  and  may  be  hard  pressed 
to  maintain  present  dividend  levels,  let  alone 
increase  them.  Others,  faced  with  huge  capital 
requirements,  may  have  to  retain  a  larger  por- 
tion of  earnings. 

Moreover,  over  80%  of  the  326  stocks  yield- 
ing 8%  and  up  are  now  ranked  unfavorably  by 
Value  Line  for  Probable  Market  Perform- 
ance in  the  Next  12  Months,  relative  to  all 
1500  stocks  under  regular  review.  Regardless 
of  their  yields,  these  stocks  should,  we  think, 
be  avoided  for  the  time  being. 

18  "Combination"  Stocks 

Only  18  of  the  326  high-yielding  stocks  are 
also  (a)  ranked  favorably  for  next-12-months* 
Probable  Market  Performance  AND  (b) 
ranked  average  or  better  for  long-term  invest- 
ment Safety.  (Value  Line  Feb.  7,  1975.)  The 
Value  Line  Survey  also  shows.  .  . 

•  The  current  yields  of  these  18  "com- 
bination" stocks  range  from  8%  to  15.4%. 
The  average  for  all  of  them  is  9.6%. 

•  In  most  cases,  their  dividends  are  well 
"covered"  by  earnings.  On  average,  they 
are  paying  out  only  about  40%  of  net  in- 
come in  dividends. 

•  Based -on  our  estimates  of  their  future 
dividends,  these  stocks — if  purchased  at 
current  prices  — will  be  yielding  today's 
buyer  an  average  of  1 1 .8%  within  the  next 
3  to  5  years;  6  of  them,  we  estimate,  will 
be  in  the  12%  to  16%  yield  range. 

•  These  stocks  also  offer  worthwhile  capital 
growth  possibilities.  Our  estimates  of  their 
future  earnings  and  P/E  ratios  indicate  an 
average  Appreciation  Potentiality  in  the 
next  3  to  5  years  of  well  over  100%. 

For  Example . . . 

A  steel  stock,  at  its  recent  price  of  28,  current- 
ly yields  10%  (based  on  estimated  dividends  of 
S2.80  per  share  in  the  next  12  months).  The 
dividend  payout  comes  to  only  25%  of  es- 
timated net  income.  Within  3  to  5  years,  we 
project  annual  dividends  around  $4.60  per 
share — for  about  a  16%  yield  against  the 
stock's  recent  price  of  28.  Within  the  same 
period,  we  calculate  the  stock's  Appreciation 
Potentiality  at  about  160%.  This  stock  is  also 


ranked  Above  Average  by  Value  Line  for 
year-ahead  Market  Performance  and  Average 
for  Safety  (Value  Line  Feb.  7,  1975). 

How  The  Ranks  Work 

Every  week  Value  Line  ranks  more  than  1500 
stocks — each  relative  to  all  the  others — for  in- 
vestment Safety  and  for  Probable  Market  Per- 
formance in  the  Next  12  Months.  The  ranks 
range  from  I  (Highest)  down  to  5  (Lowest). 

The  Safety  rank  primarily  reflects  the 
degree  to  which  a  stock  typically  fluctuates 
above  and  below  its  own  long-term  price 
trend.  The  higher  the  rank,  the  greater  the 
price  stability. 

The  rank  for  Probable  Market  Perform- 
ance segregates  stocks  into  five  groups  as 
follows: 

100  stocks  are  ranked  I  (Highest) 

300 stocks  are  ranked  2  (Above  Average) 

700  stocks  are  ranked  3  (Average) 

300 stocks  are  ranked  4  (Below  Average) 

100  stocks  are  ranked  5  (Lowest) 

The  higher  the  rank,  the  stronger  the 
relative  price  performance  we  expect  in  the 
next  12  months.  While  not  every  stock  will 
always  perform  exactly  in  accord  with  its 
rank,  such  a  large  majority  have  in  the  past 
that  we  believe  no  serious  investor  can  in- 
telligently afford  to  ignore  these  ranks. 

Whatever  else  you  are  looking  for  in 
stocks,  we  recommend  that  you  con- 
centrate on  stocks  which  are  also  rank- 
ed I  (Highest)  or  2  (Above  Average)  by 
Value  Line  for  Probable  Market  Per- 
formance in  the  Next  12  Months. 

Updated  Every  Week 

Every  week  —  for  EACH  of  more  than  1500 
stocks  —  the  Value  Line  Survey  updates.  .  . 

a)  Rank  for  Probable  Market  Performance 
in  the  Next  12  Months; 

b)  Rank  for  investment  Safety; 

c)  Estimated  Yield  in  the  next  12  months; 

d)  Estimated  Appreciation  Potentiality  in 
the  next  3  to  5  years; 

e)  Latest  Price,  earnings,  P/E  and  dividend 
data. 

In  addition,  each  of  the  more  than  1500 
stocks  is  the  subject  of  a  comprehensive  new 
full-page  report  at  least  once  every  three 
months — including  23  series  of  vital  financial 
and  operating  statistics  going  back  10  years 
and  estimated  3  to  5  years  into  the  future. 


All  told.  Value  Line  gives  you  more 
meaningful  data  and  evaluations  on  each  of 
1500  stocks  than  any  other  investment  source 
we  know  of.  And  it's  organized  for  quick  and 
easy  reference.  (With  the  latest  weekly  Value 
Line  Survey,  for  instance,  it  would  take  you 
just  minutes  to  check  which  stocks  currently 
yield  8%  or  9%  or  10%  or  more.) 

Special  $25  Offer 

You  can  now  receive  the  complete  Value  Line 
Investment  Survey  for  the  next  10  weeks  for 
only  $25.  Your  introductory  trial  will  bring 
you  everything  that  goes  to  the  full-term  sub- 
scribers, including  .  .  . 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (24  pages) . . .  showing 
the  current  ratings  of  more  than  1500  stocks 
for  future  relative  Price  Performance  and 
Safety — together  with  their  Estimated  Yields 
and  the  latest  earnings,  dividends  and  P/E 
data. 

EVERY  WEEK  s  new  RATINGS  & 
REPORTS  section  (144  page*)...  with 
full-page  analyses  of  about  1 20  stocks.  During 
the  course  of  the  next  ten  weeks  you  will 
receive  new  reports  at  the  rate  of  about  1 20  a 
week  which  will  replace  and  update  those 
already  in  your  binder.  (It  takes  but  a  minute  a 
week  to  file  the  new  reports  in  your  Value  Line 
binder.) 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (4  pages)  ...  with  a 
detailed  analysis  of  an  Especially  Recom- 
mended Stock — plus  a  wealth  of  investment 
background  including  the  Value  Line  Average 
of  more  than  1 500  stocks. 

PLUS  THIS  BONUS  . . .  Value  Line's  com- 
plete 1800-page  Investors  Reference  Service 
(sold  separately  for  $35),  with  our  latest  full- 
page  reports  on  all  stocks  under  review — fully 
indexed  for  your  immediate  reference.  This 
two-volume  bonus  will  be  shipped  to  you  by 
special  handling. 

Money  Back  Guarantee 

You  take  no  risk  in  accepting  this  special 
offer.  If  you  are  not  completely  satisfied  with 
the  Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full  re- 
fund of  your  fee. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  coupon  today.  Time  is  important. 


^The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44th  STREET  •  NEW  YORK,  NY.  10017 


Yes,  I  would  like  to  try  The  Value  Line  Investment  Survey 
for  the  next  10  weeks  at  the  special  trial  rate  of  $25  under 
the  terms  and  guarantee  listed  above. 

This  special  offer  is  limited  to  new  subscriptions  and  is 
available  only  once  to  any  household  every  two  years. 
D  $25  Payment  enclosed  (Trial  subscriptions  must  be  ac- 
companied by  payment). 

D  I  would  prefer  one  year  (52  issues)  of  Value  Line  ana  The 
Investors  Reference  Service  for  S248. 
D  S248  Payment  enclosed      D  Bill  me  for  $248 

Subscription  fees  arc  fully  tax-deductible.  Foreign  rates  upon  re- 
quest No  assignment  of  this  agreement  will  be  made  without  «ub- 
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Selected  Energy 

CtflPlf  Q  elected  for 

UlUUnU  growth  possibilities.. 
the  objective  of  Energy  Fund. 


a  no-load  mutual  fund  founded  in  1955 


See  the  complete  portfolio 
I  Send  for  free  prospectus 

NO  LOAD 

NO  SALES  COMMISSION 

NO  REDEMPTION  FEES 

•  Individual  and  corporate 
investment  plans 

•  Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 

MEMBER  NO-LOAD  MUTUAL  FUND  ASSOC. 

Energy  Fund  120  Broadway 

New  York,  N.Y.  10005  Dept.  F 
(212)  344-5300 

Please  send  me  free  prospectus  and 
other  material  including  your 
complete  record. 

Name . 
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City State Zip 
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TEXAS 


UTILITIES 
COMPANY 


DIVIDEND  INCREASED 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  31  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
April  1, 1975  to  shareholders 
of  record  at  the  close  of 
business  March  11,  1975. 

R.  E.  FONVILLE 
Dallas,  Texas  Secretary 

February  21,  1975 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


Cece  Price  and  her 
unique  portrait  gallery 

Select  from 
today's  foremost 
portrait  painters 
and  sculptors 

Portrait  brochure  available 

C.  C.  PRICE,  INC. 

15  E.  48th  St.,  N.Y.  10017 
(212)  755-1982 


Wall  Street  View 


Tools  of  the  Trade 


By  Robert  Stovall 


The  most  surprising  aspect  of  1975's 
stock  market  has  not  been  the  timing 
or  even  the  extent  of  the  rally.  That 
prices  would  eventually  recover  had 
been  widely  forecast.  Volume  and 
breadth  have  been  the  big  news.  Jan- 
uary and  February  each  had  two  30- 
million-plus  days  on  the  New  York 
Stock  Exchange.  From  late  January 
through  late  February,  market  activ- 
ity increased  almost  50%  from  the  pre- 
ceding four  weeks,  and  over  85% 
above  the  same  period  of  1974. 

Part  of  my  prognosis  for  a  positive 
stock  market  concludes  that  trading 
volume  is  a  helpful  clue  to  forecast- 
ing stock  price  levels.  Over  long  pe- 
riods of  time,  rising  stock  markets 
have  been  characterized  by  high  lev- 
els of  trading  activity,  while  declin- 
ing markets  are  usually  accompanied 
by  lower  turnover.  We  should  not  be 
surprised  when  volume  contracts  as 
prices  fall.  That  is  normal.  We  should 
be  encouraged  when  volume  expands 
as  prices  decline,  because  that  means 
that  buyers  are  almost  as  eager  as  the 
sellers  and  that  the  liquidation  will  be 
accomplished  sooner  rather  than  later. 

If  we  put  25-million-to-35-million 
share  days  in  relative  perspective, 
16.4-million  shares  changed  hands  on 
the  NYSE  on  Oct.  29,  1929,  the  in- 
famous "Black  Friday."  Many  years 
passed  before  that  volume  day  was 
exceeded.  Since  there  were  little  more 
than  1.1  billion  shares  listed  on  the 
NYSE  in  1929,  vs.  about  22  billion 
shares  listed  today,  the  equivalent 
volume  today  would  have  had  to 
reach  nearly  400  million  shares. 

As  depicted  in  the  accompanying 
table,  turnover  rates  were  much  high- 
er earlier  in  the  century  than  in 
recent  years,  with  1974  being  one  of 
the  low  spots.  Average  daily  volume 
last  year  was  only  13.9  million  shares. 
It  is  currently  stylish  to  compare  the 
mid-1970s  to  the  early  1930s.  I'm 
nostalgic  for  the  turnover  ratios  of  the 
six  years  1930  through  1935,  an  av- 
erage turnover  ratio  of  41%,  with 
shares  listed  holding  steady  at  around 
1.3  billion.  Applying  these  same  ratios 
to  today's  environment  would  pro- 
duce average  daily  trading  of  36  mil- 
lion  shares,   or  just   a   shade   higher 

Mr.  Stovall  is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 


than  the  35.2  million  shares  on  Feb. 
13.  In  recent  years  the  highest  turn- 
over ratio  was  achieved  in  1968,  with 
other  rather  strong  years— 1967,  1971 
and  1972— not  far  behind. 

The  average  prices  of  shares  traded 
and  the  amount  of  institutional  par- 
ticipation are  also  factors  in  volume 
studies.  For  the  15  years  1955  through 
1969,  the  average  share  traded  on  the 
NYSE  ranged  in  price  between  $39.60 
in  1960  and  $44.70  in  1966.  The 
1974  average  price  was  $25.95,  and 
it  is  probably  lower  today.  When  a 
portfolio  manager  decides  to  swing 
from  cash  equivalents  to  his  favorite 
growth  stocks,  he  can  still  buy  more 
shares  per  unit  dollar  amount  in  1975 
than  he  could  through  most  post- 
World  War  II  markets. 

In  the  "performance"  years  of  the 
late  1960s  and  early  1970s,  pension 
funds  and  insurance  companies  joined 
the  mutual  funds  in  accelerating  port- 
folio turnover  to  roughly  double  that 
which  prevailed  in  the  late  1950s  and 
early  1960s,  and  this  institutional  ac- 
tion was  about  half  again  as  much 
as  individual-investor  activity.  Institu- 
tional versus  individual  turnover  rates 
moved  toward  parity  in  1972-73,  with 
only  the  mutual  funds  remaining  hy- 
peractive compared  with  average  in- 
vestors. The  common  phenomenon  of 


Stock  Market  Data 

Avg. 

Avg. 
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Shares 

Price 

Volume 
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1900 

102* 

60 

NA 
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1910 

161* 
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NA 
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1920 
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NA 

91 

1929 

1,125 

972 

$81.40 
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811 

1,212 

55.30 

67 

1940 

208 

1,445 

25.40 

14 

1950 

525 

2,259 

28.60 

23 

1960 

767 

6,153 

39.60 

12 

1967 

2,530 

11,281 

43.40 

22 

1968 

2,932 

12,409 

44.00 

24 

1970 

2,937 

15,574 

32.10 

19 

1971 

3,891 

16,783 

34.50 

23 

1972 

4,138 

18,329 

35.50 

23 

1973 

4,053 

20,063 

33.80 

20 

1974 

3,518 

21,398 

25.95 

16 

'Excludes  unlisted  trading,  which  was  discontinued  in 

1910.  NA-Not  ava 

lable 
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most  institutions— i.e.,  being  locked 
into  growth  stocks  with  substantial 
paper  losses— has  reduced  their  ac- 
tivity compared  with  that  of  individ- 
uals during  the  past  six  months.  Thus 
the  30-million  share  days  of  1975 
have  been  accomplished  with  greater 
individual  participation  than  have 
most  markets  of  the  past  decade. 

If  volume  remains  well  above  the 
normal  experience  of  recent  years  (a 
23%  turnover  rate  in  a  recovery  year 
like  1975  should  be  about  right)  that 
would  produce  an  average  daily  vol- 
ume of  20  million  to  22  million  shares. 
Activity  maintained  well  above  this 
level  could  mean  a  return  to  the 
experience  of  the  mid-1980s,  or  it 
could  mean  that  volume  has  exceeded 
its  sustainable  trend  and  can  be  ex- 
pected to  shrink  in  the  months  ahead. 
In  recent  times,  volume  moved  to  lev- 
els above  the  norm  during  the  first 
four  months  of  both  1971  and  1972. 
Trading  activity  then  faded.  Turn- 
over rates  were  consistently  above  25% 
of  shares  listed  in  early  1971  and 
1972.  Stock  prices  declined  from 
May  to  November  in  1971,  and  from 
May  to  October  in  1972.  This  rela- 
tionship bears  watching.  My  con- 
clusion is  that  volume  can  be  a  ba- 
rometer of  stock  market  sentiment  and 
an  indicator  of  equity  price  direction. 
Rising  volume  leads  price  levels  up. 


Overly  frantic  volume  can  be  a  pre- 
lude to  reaction.  Beware  of  winter 
strength  and  spring/  summer  weak- 
ness this  year  by  keeping  an  eye  on 
volume-to-price  relationships. 

Predicting  A  Rally 

Liquidity,  buying  power  and  will- 
ingness to  speculate  are  all  reflected 
in  the  relative  amounts  of  money  bor- 
rowed by  individuals  to  finance  stock 
purchases.  Currently  under  $4  billion 
(October  1974  through  January 
1975),  customers'  margin  debt  bal- 
ances seem  to  be  predicting  an  ex- 
tended rally.  The  most  recent  prior 
instances  where  speculative  excesses 
had  been  squeezed  out  of  the  market 
to  a  degree  where  customer  debits 
dipped  below  $4  billion  (they  were 
$7.9  billion  in  November-December 
1972)  occurred  in  July  1970,  June 
1962  and  December  1960.  Substantial 
rallies  followed  in  each  instance. 

Watch  for  customers'  margin  debit 
balances  to  turn  up,  reversing  the 
downward  trend  of  recent  months,  for 
an  early  sign  that  this  indicator  may 
be  working  again.  In  the  past,  mar- 
gin debit  balances  have  frequently 
begun  to  rise  in  the  early  stages  of 
extended  stock  market  recoveries. 

From  mail  I  receive,  the  General 
Motors  Bellwether  is  most  readers' 
single  favorite  forecasting  tool.  As  I 


have  written  several  times  in  these 
pages,  the  GM  Bellwether  warned  of 
the  bear  markets  of  1962,  1966,  1969, 
and  kept  its  faithful  adherents  un- 
scathed from  the  bear's  claw  from 
August  1972  until  Apr.  5  of  last  year. 

I  wish  I  could  brag  that  it  predicted 
the  1974  bear  market  in  toto,  but  it 
did  not.  An  "all-clear"  directional  sig- 
nal was  flashed  from  Apr.  5  through 
Oct.  11,  1974. 

Oscar  Wilde  once  said  that  ex- 
perience is  simply  the  name  we  give 
our  mistakes,  and  this  was  one  of 
them.  This  particularly  unhelpful  sig- 
nal was  then  canceled  when  four 
months  had  passed  from  June  1 1  with- 
out the  stock  being  able  to  sell  above 
the  intermediate  high  of  53%  touched 
that  day.  Each  time  General  Motors 
made  a  new  low  from  its  Oct.  11 
reversing  "sell  signal"  it  added  four 
more  months  of  waiting  to  the  "dan- 
ger" zone.  GM  touched  what  looks 
to  be  its  measuring  point  low  at  28% 
on  Dec.  6,  1974.  If  this  low  is  not 
penetrated  between  now  and  Apr.  6, 
Bellwetherites  will  receive  an  all-clear 
flash.  If  this  should  happen— as  now 
seems  likely  since  GM  shares  have 
been  displaying  remarkable  firmness 
considering  the  poor  state  of  the  auto 
industry— every  high  above  the  Apr. 

II  close  will  extend  the  buying  safety 
zone  by  four  more  months.  ■ 
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LOW-RISK  CONVERTIBLES: 

Timely  Reentry  Vehicles  for  Conservative  Investors 

Conservative  investors,  seeking  current  income  and  protection  of  principal,  are 
finding  fewer  attractive  havens  for  their  money  now  that  short-term  interest  rates 
have  dropped.  But  certain  very  low-risk  convertible  securities  still  satisfy  all  the 
needs  of  safety-minded  investors. 


NOT  WHAT  THEY  USED  TO  BE 

The  short-term  money  market  just 
isn't  the  same  anymore.  When 
yields  on  Treasury  bills  approached 
10%  and  returns  on  other  short- 
term  instruments  were  even  higher, 
conservative  investors  alertly 
withdrew  large  amounts  of  their 
funds  from  other  sources  in  order  to 
take  advantage  of  these  safe  and 
generous  returns.  Now  much  of  the 
attraction  of  these  instruments  has 
vanished.  Treasury  bills,  for  exam- 
ple, are  now  providing  a  relatively 
scant  5V*%  —  far  short  of  what  one 
would  need  to  preserve  capital  in  in- 
flationary times,  let  alone  provide  a 
modest  profit.  There  has  got  to  be  a 
better  way! 


OPPORTUNITIES  STILL  EXIST 

As  interest  rates  fall  and  stock  prices  rally,  the 
conservative  investor  is  finding  it  harder  to  find 
attractive  havens  for  his  funds.  Treasury  bills 
and  other  short-term  instruments  purchased  in 
the  last  few  months  are  maturing  and  there  is 
little  incentive  now  to  reinvest  in  similar 
vehicles.  Fortunately,  the  field  of  convertible 
debentures  and  preferreds  is  so  diverse  that 
there  are  usually  suitable  issues  for  virtually  any 
investment  objective.  Although  long-term 
money  rates  are  coming  down,  the  decline  thus 
far  has  not  been  as  steep  as  in  the  short-term 
sector.  Much  of  the  decline  (and  the  coincident 
rise  in  long-term  bond  prices)  still  lies  ahead  We 
have  therefore  compiled  a  list  of  attractive  con- 
vertibles that  offer  the  combination  of  high 
yields,  some  equity  participation,  and  low  risk. 
We  believe  this  list  will  be  of  particular  interest 
to  conservative  investors  at  this  time. 

(continued) 


Yes,  I  would  like  to  try  The  Value  Line  Con- 
vertible Survey.  As  a  triple  bonus,  at  no  ad- 
ditional cost,  also  send  me  the  complete 
text  of  the  article  to  the  left,  a  cppy  of  your 
132-page  book  'More  Profit  and  Less  Risk 
—  Convertible  Securities  and  Warrants', 
and  a  custom  binder  for  filing  the  service. 

D  3  months  for  $29  (12  issues).  This 
half-price  offer  is  available  only  once  to 
any  household.  Check  or  money  order 
for  $29  must  accompany  order. 

D  1  year  for  $225  (48  issues). 
□  Payment  enclosed. 
D  Bill  me  for  $225. 

N.Y.  residents  please  add  applicable  sales 
tax.  Foreign  rates  available  upon  request. 
Subscription  fees  are  fully  tax  deductible. 
This  agreement  will  not  be  assigned  with- 
out subscriber's  consent. 

Name 

(please  print)  


Address 
City 


State . 


Zip. 


Signature 

The  Value  Line  Convertible  Survey 

5  East  44th  St.,  New  York,  N.Y.  10017 

J16DM2  Bonus  M 


FORBES,   MARCH    15,    1975 


107 


Technician's  Perspective 

Remember  the  Thirties 

By  John  W.  Schulz 


Toward  the  end  of  January,  when 
the  Dow  Jones  industrials  advanced 
decisively  beyond  their  November 
1974  rally  top  at  692.82,  practitioners 
of  the  Dow  Theory  could  recognize  a 
"bull  market  signal":  The  industrials' 
lueakout  was  accompanied  by  a  simi- 
lar advance  in  the  transportation  av- 
erage, which,  moreover,  had  failed  to 
"confirm"  the  industrials'  marginal 
new  bear-market  low  registered  at 
570  in  early  December. 

This  Dow  Theory  signal  swung 
some  of  the  most  stubborn  bears  into 
the  bullish  camp.  In  fact,  it  is  prob- 
ably fair  to  say  that  a  decided  ma- 
jority of  stock  market  observers  now 
concede,  with  degrees  of  willingness 
ranging  from  enthusiasm  to  reluc- 
tance, that  we  are  dealing  with  a  new 
bull  market  in  common  stocks. 

As  I  wrote  in  this  space  on  Feb. 
15,  I  go  along  with  this  view,  at  least 
to  the  extent  of  thinking  that  the  bear 
market  probably  ended  at  the  Dow's 
October-December  lows  near  570, 
which  assumes  that  the  long-term 
trend  of  the  overall  stock  price  move- 
ment is  up.  But  I'm  trying  to  keep 
firmly  in  mind  something  else  I  wrote 
here,  on  Nov.  15,  1974:  that  it 
should  take  more  than  a  few  months, 
possibly  even  a  few  years,  to  build  a 
base  for  the  next  long-term  bull  mar- 
ket, considering  the  appalling  damage 
done  by  this  century's  longest  bear 
market.  What  I  was  thinking  of  was 
"the  possibility  of  a  long-term  base 
unfolding,  say,  under  Dow  800.  If  the 
Oct.  4  lows  hold  [as,  for  practical 
purposes,  they  did]  this  base  would 
have  scope  for  advances  ranging  up 
to  almost  40%  and  for  declines  of  25% 
or  more  in  the  Dow.  That  is  enough 
for  intermediate  up  or  down  swings 
within  the  base  to  qualify  as  bull  or 
bear  markets  by  'normal'  standards, 
without  any  long-term  trend  neces- 
sarily being  recognizable." 

Slower  Growth 

I  can't  for  the  life  of  me  see  any 
reason— technical  or  otherwise— to 
abandon  this  concept.  At  a  minimum, 
it  could  be  quite  consistent  with  Jan- 
uary's Dow  Theory  bull-market  sig- 
nal. After  all,  at  the  February  high 

Mr.  Schulz  is  a  senior  partner  in  the  New  York 
brokerage  firm  of  Brean,  Murray  &  Co.  Inc. 


(757.35)  the  Dow  had  gained  almost 
30%,  an  advance  of  bull-market  di- 
mensions by  any  historical  norm.  So 
it's  quite  possible  that  the  signal  con- 
firmed the  existence  of  a  bull  market 
which,  last  month,  had  already  run 
most  or  all  of  its  course. 

The  point  is  that  there  are  bull  mar- 
kets—and bull  markets.  The  experi- 
ence of  the  1949-68  period,  when  bull 
markets  ran  for  years  on  end,  spoiled 
us.  Before  then,  investors  tended  to 
think  of  bull  markets  &3  major  up- 
trends lasting  at  most  a  year  to  1M 
years  (in  contradistinction  to  inter- 
mediate uptrends  ordinarily  lasting 
several  weeks  to  several  months,  and 
minor  uptrends  lasting  several  days  to 
several  weeks). 

Those  norms,  modest  by  post- 
World  War  II  standards,  were  formu- 
lated by  the  experience  of  investor 
generations  that  did  not  think  in  terms 
of  quasi-foreordained  long-term  eco- 
nomic growth.  In  fact,  they  date  back 
some  70  years,  to  the  time  of  Charles 
Dow,  father  of  the  Dow  Theory,  who 
viewed  the  stock  market  as  a  possibly 
useful  "barometer"  for  the  cyclical 
business  crises  that  recurrently 
plagued  the  industrialized  world 
throughout  the  19th  century.  Dow 
was  one  of  a  growing  school  of  busi- 
ness-cycle researchers  whose  efforts 
culminated  in  the  work  of  Wesley 
Clair  Mitchell  and  the  National  Bu- 
reau of  Economic  Research,  and 
which  eventually  gave  us  Dr.  Arthur 
Burns,  now  chairman  of  the  Federal 
Reserve  Board. 

Though  I  am  not  prepared  to  assert 
that  prospects  for  a  resumption  of 
long-term  economic  growth  are  dead, 
I  think  investors  today  can  find  nu- 
merous reasons— related  to  energy, 
population  and  environmental  factors, 
among  others— to  suspect  that  a  re- 
vival of  long-term  growth  would  pro- 
ceed at  a  slower  rate  than  that  of  the 
1950s  and  1960s.  If  so,  the  pattern  of 
stock  market  trends  now  evolving 
could  be  more  like  those  of  the  1930s 
and  1940s  than  those  of  the  1950s 
and  1960s. 

What  I  had  in  mind  when  I  wrote 
the  piece  for  the  Nov.  15  Forbes  was 
a  1947-49  type  of  market,  when  the 
Dow  fluctuated  in  an  almost  perfectly 
flat  trading  range  between  about  160 


and  200,  with  upswings  of  some  25% 
and  downswings  of  20%  or  so— in  ef- 
fect intermediate  trends  having  ma- 
jor-trend dimensions.  Certainly,  in 
those  years  almost  nobody  thought  of 
long-term  growth. 

In  the  back  of  my  mind,  also,  were 
the  1930s,  when  the  stock  market 
pulled  out  of  the  1929-32  collapse 
and  out  of  the  Great  Depression, 
when  growth  was  furthest  from  any- 
one's thinking  and  people  were  main- 
ly worrying  how  long  the  business 
recovery  could  last.  Stock  prices  fluc- 
tuated in  huge  cyclical  swings,  and  no 
one  bothered  to  ask  whether  succes- 
sive bull  markets  might  carry  the  Dow 
to  ever  higher  levels  in  a  very  long- 
term  uptrend.  At  the  end  of  1939  the 
Dow  stood  near  150,  and  the  1929 
high  above  380  seemed  way  up  in  the 
clouds.  In  spring  1949  the  Dow  was 
still  near  160. 

Volatile   Markets 

On  reflection,  I  wonder  whether  an 
analogy  with  the  markets  of  the  1930s 
might  not  prove  more  useful  than 
comparison  with  the  1947-49  period. 
We  are,  after  all,  looking  at  a  stock 
market  trying  to  reverse  a  collapse 
that  in  many  ways  was  comparable 
to  the  1929-32  disaster  and  to  ad- 
vance-discount a  recovery  from  the 
deepest  business  recession  in  some  30 
years,  a  recovery  that  may  not  lead 
promptly  into  vigorous  long-term  eco- 
nomic growth. 

In  the  1930s  the  Dow  on  several 
occasions  scored  even  wider  percent- 
age gains  than  that  racked  up  recent- 
ly from  a  vastly  "oversold"  technical 
condition.  But  after  those  big  rallies- 
all  of  bull-market  dimensions  but 
many  of  essentially  intermediate-trend 
duration— there  were  short-term  reac- 
tions running  to  as  much  as  15%  in 
the  Dow,  plus  some  terrible  bear  mar- 
kets. (I  am  indebted  for  the  under- 
lying data  to  my  friend  Bob  Farrell, 
Merrill   Lynch 's   technical  expert.) 

In  the  present  situation,  I  can't 
soon  see  the  Dow  very  much  above 
750,  where  its  1975  earnings  multi- 
ple is  probably  10  or  more  and  its 
dividend  yield  about  5%.  That  yield 
is  no  longer  irresistibly  attractive  com- 
pared with  current  short-  and  long- 
term  yields  from  "safe"  fixed-incoim 
media.  With  plenty  of  "fundamental" 
investment  problems  still  to  be  re- 
solved, 1930s-type  intermediate-trend 
reactions,  say,  to  the  675-625  zone, 
strike  me  as  far  from  inconceivable. 
But  no  matter  what  the  numbers  turn 
out  to  be,  I  think  the  market  is  bound 
to  remain  extraordinarily  volatile  in 
both  directions.   ■ 

Sidney  Lurie's  column  will  h<   in  the 

next   issue. 
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Overseas  Commentary 


A  Worldwide  Bull  Market 


In  my  last  column  I  was  bold 
enough  to  predict  a  new  bull  market 
for  Japan.  Since  then  everything  in 
Japan  has  gone  according  to  plan,  so 
I  now  feel  ready  to  take  on  the  rest 
of  the  world.  Most  world  stock  mar- 
kets are  off  to  a  fast  start  in  1975. 
Gains  range  anywhere  from  a  mod- 
est 15%  in  Holland  to  a  staggering 
100%  in  Great  Britain.  Somewhat  sur- 
prisingly, the  markets  that  did  worst 
in  1973  and  1974  have  done  best  so 
far  in  1975.  But  the  important  ques- 
tion is  the  same  everywhere:  Are  we 
in  a  major  rally  in  a  1930s-style  bear 
market,  or  are  we  at  the  beginning 
of  a  major  new  bull  market? 

In  a  past  column— when  attempt- 
ing to  be  original— I  drew  an  analogy 
between  the  performance  of  the 
world's  major  stock  markets  and  a 
mile  race  with  about  a  dozen  par- 
ticipants getting  staggered  starts.  It's 
kind  of  difficult  to  fit  1974  stock  mar- 
ket performances  into  a  racing  com- 
parison, but  let  me  try  anyway:  All 
the  runners  somehow  moved  in  re- 
verse, at  times  with  astonishing  ve- 
locity. Any  spurt  in  the  right,  mean- 
ing forward,  direction  proved  brief 
and  disappointingly  small.  As  in  any 
race,  though,  some  participants  did 
better  than  others.  Some  even  made 
it  to  the  finish  line. 

In  terms  of  stock  markets,  this  meant 
that  South  African  golds  won  the 
race  hands  down,  that  Germany  man- 
aged to  complete  the  race  and  Japan 
nearly,  but  not  quite,  made  it  to  the 
finish  line.  On  the  whole,  the  one  out- 
standing feature  of  the  1974  race 
was  that  differences  between  the  par- 
ticipants were  minimal;  certainly  no 
one  got  out  of  the  starting  gate  sig- 
nificantly ahead  of  anyone  else. 

There  are  some  indications,  how- 
ever, that  Germany  terminated  the 
sordid  contest  prematurely  and  uni- 
laterally, sometime  in  October,  and 
then  decided  to  start  a  new  one. 
Slowly  the  bthers  joined  in.  The  U.S. 
and  Great  Britain  were  last  to  realize 
that  there  was  a  new  game,  but  im- 
mediately made  up  a  lot  of  ground. 
Particularly  Great  Britain,  which  put 
on  an  incredible  spurt  and  lapped 
the  entire  field  with  astonishing  ease. 
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By  Walter  Oechsle 


Alas,  the  question  still  remains  as 
to  where  the  runners  will  go  from 
here.  And,  how  long  is  the  race  going 
to  last?  More  importantly,  is  it  a  race 
at  all,  or  are  we  watching  a  practice 
run  with  all  the  runners  still  insuf- 
ficiently recuperated  from  the  prior 
debacle  to  go  the  distance  now? 

Well,  ask  a  bold  question  and  at 
times  you  will  even  get  a  bold  an- 
swer. My  answer  is  yes.  We  have 
started  a  new  race,  i.e.,  we  are  in  a 
new  worldwide  bull  market.  How  do 
I  document  it?  The  answer  to  that  is 
if  documentation  were  possible,  there 
wouldn't  be  much  need  for  a  stock 
market.  Investing  is  an  art,  not  a  sci- 
ence; if  you  try  to  make  it  too  much 
of  the  latter  you're  not  destined  to 
make  much  money  in  the  market. 

On  the  other  hand,  I'm  obviously 
basing  my  optimism  on  something. 
I'm  fully  aware  of  the  straits  in  which 
most  of  the  world's  economies  find 
themselves  and  that  an  awful  lot  of 
things  could  go  awfully  wrong.  How 
then,  can  I  be  bullish? 

Simply  put,  the  rest  of  the  world 
is  just  as  aware  of  these  problems 
as  I  am.  More  importantly,  so  are 
•the  stock  markets,  which  means  that 
they  reflect  the  potential  problems. 
In  other  words,  everyone  knows  the 
potential  negatives.  In  fact,  and  this  is 
the  key  to  my  optimism,  events  will 
turn  out  to  be  considerably  less  trau- 
matic than  most  people  still  fear. 

More  specifically,  this  means  that 
inflation  will  slow  down  more  than 
anticipated;  unemployment  figures 
will  not  go  into  the  stratosphere; 
corporate  profits  will  survive;  the 
price  of  oil  will  come  down.  Another 
plus:  Political  leadership  in  many 
Western  countries  and  in  Japan  will 
prove  to  be  less  inept  than  is  still  gen- 
erally assumed.  This  is  not  grasping 
at  straws:  Socialist  or  Labor  govern- 
ments in  Germany,  Australia  and 
Great  Britain  are  bending  over  back- 
wards to  assure  a  healthy  private 
economic  sector  in  their  countries. 

Well,  having  profoundly  proven 
that  spring  is  in  the  air,  what  does 
it  all  mean  in  terms  of  a  sound  in- 
vestment strategy?  In  past  columns 
I  have  of  course  strongly  urged  an 
international  approach  to  investing. 
Events   in  the  past   15,   ten,   five  or 


even  two  years  have  shown  this  to 
be  a  sound  approach,  and  the  world 
is  not  about  to  change  so  drastical- 
ly as  to  obviate  it.  Back  in  Decem- 
ber of  last  year,  I  suggested  an  allo- 
cation for  a  worldwide  portfolio 
among  various  markets  approximate- 
ly as  follows:  U.S.  and  Japan  25% 
each,  Germany  20%,  Australia  and 
South  African  golds  10%  each,  Great 
Britain  and  Holland,  5%  each. 

To  return  for  a  moment  to  my 
analogy  with  the  mile  race:  If  I  had 
to  handicap  the  participants  in  the 
current  race  (remember,  we  are  in  a 
bull  market!),  the  odds  would  re- 
flect the  above  allocations.  The  top 
three,  the  U.S.,  Japan  and  Germany, 
are  pretty  sure  to  finish  somewhere 
near  the  top.  One  of  the  long  shots, 
perhaps  even  Great  Britain,  is  in  no 
way  able  to  sustain  the  early  pace, 
but  just  might  have  enough  stamina 
to  finish  on  top.  Currently  this  seems 
unlikely.  Yet  the  U.K.  should  not  be 
ignored,  nor  should  some  of  the  oth- 
er markets,  even  though  the  suggest- 
ed allocations  are  small.  If  anything, 
the  past  few  years  have  taught  us 
to  allow  for  the  improbable  and  even 
the  seemingly  impossible.  That  means 
hedging  your  bets. 

Doubled  Your  Money 

Finally,  the  perennial  question— 
what  stocks  to  buy.  My  advice: 
Don't  go  too  far  afield.  Stick  with 
quality.  The  risk  is  that  others  will 
do  better  temporarily,  but  in  the  long 
run  you'll  be  ahead.  The  past  four 
years  haven't  exactly  been  easy  ones 
for  achieving  superior  stock  market 
results.  But  if  you  had  stuck  it  out 
with  the  top  two  or  three  quality 
companies  in  the  markets  mentioned 
above,  you  would  have  nearly  dou- 
bled your  money.  Obviously,  there's  no 
guarantee  that  you'll  do  as  well  the 
next  four  years.  Still,  the  potential  re- 
wards in  relation  to  the  minimal  risks 
could  hardly  be  better. 

What  are  the  top  two  or  three 
companies  in  each  of  these  markets? 
As  far  as  the  U.S.  is  concerned  I'll 
let  you  be  your  own  expert.  In  Ger- 
many I  suggest  Deutsche  Bank  and 
Siemens;  in  Holland,  Philips  Lamp  and 
Amro  Bank;  in  England,  Barclays 
Bank  and  Glaxo:  of  the  South  Afri- 
can gold  shares,  Amgold  and  West 
Driefontein;  in  Australia,  Broken  Hill 
and  Bank  of  New  South  Wales.  Fi- 
nally, in  Japan,  I  continue  to  suggest 
Tokio  Marine  and  Marui.  Intermedi- 
ate term  I  also  like  Hitachi. 

It  is  no  doubt  difficult  to  prove,  but 
I  suspect  that  this  relatively  short  list 
of  stocks  provides  better  diversifica- 
tion than  any  list  of  100  U.S.  names. 
And  I  expect  it  to  outperform  that 
list  by  a  substantial  margin.   ■ 
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DIVIDEND 


NOTICE 


SHELL  OIL 

Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty-five  cents  (650)  a  share  on 
the  Common  Stock  of  this  Com- 
pany, payable  March  24,  1975,  to 
shareholders  of  record  March  10, 
1975. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 
February  27,  1975 


Baltimore,  Maryland  21203 
The  Board  of  Directors  of 
United  States  Fidelity  and 
Guaranty  Company  voted 
a  dividend  of  sixty-two  cents 
a  share,  payable  April  30, 
1975,  to  stockholders  of  rec- 
ord March  14,  1975. 

WILLIAM  F.  SPLIEDT 
Vice  President-Secretary 

and  Treasurer 
February  26,  1975 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (since  i954> 

Write  F.K.S.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 


Readers  Say 


(Continued  from  page  8) 
crease  of  68%  from  March  1973  to 
December  1974  is  not  an  indication 
of  any  commissions  that  "think  it's 
politically  smart  to  refuse  vitally 
needed  utility  rate  increases." 

—Gregory  Helpern 
Lake  Mohegan,  N.Yr. 

Texas  In  OPEC 

Sir:  Re  "The  Sheiks  Of  Texas  Are 
Upon  Us"  (Feb.  1).  Maybe  the 
"Republic  of  Texas"  joining  OPEC  is 
not  such  a  bad  idea.  We're  damn 
tired  of  listening  to  bleeding  heart 
Yankees  yell  "me  first"  for  Texas  oil 
and  then  read  articles  like  this. 

—David  W.  Harwell 
Waco,  Tex. 

Sir:  If  our  energy  costs  are  too 
much  for  the  Northeast  states,  let  them 
take  comfort  in,  and  energy  from,  the 
hot  air  emanating  from  their  congress- 
men on  Capitol  Hill  about  "excess 
profits"  in  the  oil  industry  and  our 
"Saudi-style  spending  money." 

—Norman  P.  Walker 
Midland,  Tex. 

Looking  Back  At  CCC 

Sir:  Several  months  ago,  you  sug- 
gested reviving  the  PWA,  WPA  and 
the  CCC.  I  can  look  back  at  the  Ci- 
vilian Conservation  Corps  and  unhesi- 
tatingly state  that  what  was  gained 
over  a  period  of  two  years  could  never 
have  a  dollar  cost  applied  to  it. 
Among  the  many  rewards  it  provid- 
ed was  a  healthful  way  of  life,  a 
gaining  of  knowledge  to  live  with  fel- 
low human  beings  and  the  ever-pres- 
ent awareness  of  "live  and  let  live, 
help  and  be  helped."  One  learned 
to  be  self-reliant.  .  .  .  This  particular 
program  was  by  no  means  one  of 
welfare.  It  was  one  of  a  day's  pay 
and  maintenance  for  a  day's  work. 

—Charles  W.  Klug 
Yonkers,  N.Y. 

Adequate  Supply 

Sir:  Re  your  story  on  the  dangers 
of  an  OPEC-like  uranium  cartel  (Jan. 
15).  All  studies  of  uranium  supply 
agree  that  the  U.S.  has  itself  sufficient 
reserves  and  estimated  additional  re- 
sources recoverable  at  costs  favorably 
competitive  with  oil  and  coal  to  sat- 
isfy U.S.  uranium  requirements  into 
the  late  1990s.  True,  uranium  pro- 
ducers will  have  to  expand  their  pro- 
duction markedly  to  meet  long-term 
demands.  But  by  the  1990s,  the  fast- 
breeder  reactor,  which  produces  more 
fuel  than  it  consumes,  is  expected  to 
be  in  commercial  use.  Nuclear  pow- 
er  is   no   more   "problem   prone,"   as 


stated  by  Senator  Ribicoff  (Other 
Comments,  Feb.  J),  than  any  other 
power.  Incidentally,  the  people  of  the 
Senator's  state,  Connecticut,  are  en- 
joying distinct  benefits  from  the  in- 
dustry he  dismisses.  In  New  England, 
20%  of  all  electricity  comes  from  nu- 
clear power.  Consumers  would  have 
to  pay  $800  million  to  $1  billion  per 
year  more  for  electricity  by  1984  if 
present  and  planned  nuclear  plants 
were  replaced  by  oil  or  coal  plants. 

—Carl  Walske 

President, 

Atomic  Industrial  Forum,  Inc. 

New  York,  N.Y. 

Now's  The  Time 

Sir:  I  wish  more  people  had  the 
reaction  M.S.  Forbes  Jr.  did  to  my 
idea  of  auctioning  off  oil  import  li- 
censes (Other  Comments,  Feb.  15). 
The  present  moment  is  one  of  the  best 
possible  for  applying  this  kind  of 
pressure,  and  such  an  opportunity 
will  not  recur  again  for  years,  if  ever. 
From  the  headlines  in  a  weekly  trade 
journal:  "Big  Production  Cuts  Start- 
ing To  Worry  Oil  Exporting  States"; 
"High  Cost  Slashes  Producers'  Lift- 
ings of  Abu  Dhabi  Crude";  "Nigeria's 
Oil  Flow  Finally  Slowed  by  Faltering 
Demand";  "Libya  Abandons  One  Price 
System,  Cuts  Most  Prices." 

— M.A.  Adelman 
Professor,  Dept.  of  Economics, 

M.I.T. 
Cambridge,  Mass. 

Sir:  How  about  a  faster  solution? 
Acquire  acreage  just  outside  an  oil- 
rich  Arab  country  and  slant-drill  a 
few  hundred  wells. 

—Edward  A.  Zuzelo 

President, 

Cardinal  Engineering  Corp. 

Conshohocken,  Pa. 

Golden  Rule 

Sir:  Re  your  comment  on  the  uni- 
versality  of  the  Golden   Rule    (Fact 
<b  Comment,  Feb.  1).  You  might  have 
included  this:   (A  disciple)  asked,  "Is 
there  one  word  which  can  serve  as- 
the    guiding    principle    for    conduct 
throughout   life?"   Confucius    replied. 
"The    word   shu"— translated    as    << 
procity,    altruism    and    consideration. 
—Donald  McO  n  i 
New  Orleans.  La. 

Sir:  Who  in  today's  world  follows 
even  to  a  degree  (lie  Golden  RuleP 

— COURTLAND  K.  Tow  NSKND  JR. 
Kensington,  Md. 

Sir:  The  Golden  Rule  does  not  ap- 
ply   to    masochists,    <>l    which    there 

are  too  many. 

-I'm  lLG  miw  IC 

West  Trenton,  N.J. 
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ti  i   ,  on  the 

I  hOUgntS . . .  Business  of  Life 


The  opinions  of  men  who  think 
are  always  growing  and  changing, 
like  living  children. 
Philip  Hamerton 


One  spring  day  in  the  air 
beats  ten  in  the  almanac. 
Arnold  Glasow 


To  be  conscious  that  you 
*     are  ignorant  is  a  great  step 
to  knowledge. 
Benjamin  Disraeli 


No  one   agrees   with   other   people's 
opinons;  they  merely  agree  with 
their  own  opinions  expressed 
by  somebody  else. 
Sydney  Tremayne 


All  wish  to  possess  knowledge, 
but  few,  comparatively  speaking, 
are  willing  to  pay  the  price. 
Juvenal 


I  do  not  think  much  of  a  man 
who  is  not  wiser  today 
than  he  was  yesterday. 
Abraham  Lincoln 


We  may  convince  others  by  our 
arguments,  but  we  can  only  persuade 
them  by  their  own. 
Joseph  Joubert 


A  golden  mind  stoops  not 
to  show  of  dross. 
Shakespeare 


Runs  a  trite  saying: 

"We  are  the  sum  of  all  our  thoughts.' 

A  man's  real  worth  is  the  quality, 

the  value,  of  his  thoughts, 

his  mind.  Real  riches 

are  the  riches  possessed  inside. 

Mental  riches  cannot  be  gathered, 

cannot  be  garnered,  without  effort, 

without  brain  sweat, 

without  stern  exertion. 

B.C.  Forbes 


Asking  someone  to  think  often  seems 
to  be  cruel  and  inhuman  punishment. 
Frank  Tyger 


He  is  happy  in  his  wisdom  who 
has  learned  at  another's  expense. 
Plautus 


Who  is  so  deaf  or  so  blind 
as  is  he  that  wilfully 
will  neither  hear  nor  see? 
John  Heywood 


Men  occasionally  stumble 
over  the  truth,  but  most  of  them 
pick  themselves  up  and  hurry  off 
as  if  nothing  had  happened. 
Winston  Churchill 


Great  Minds  discuss  ideas, 
average  minds  discuss  events, 
small  minds  discuss  people. 
Hugh  C.  Cameron 


Man  can  never  plumb  the  depths 
of  his  own  being;  his  image 
is  not  to  be  discovered  in  the  extent 
of  the  knowledge  he  acquires 
but  in  the  questions  he  asks. 
Andre  Malraux 


It  is  not  every  question  that 
deserves  an  answer. 
Publilius  Syrus 


I  am  not  young  enough 
to  know  everything. 
James  M.  Barrie 


Be  wisely  worldly, 
but  not  worldly  wise. 
Francis  Quarles 


Society  is  always  taken  by  surprise 
at  any  new  example  of  common  sense. 
Ralph  Waldo  Emerson 


An  erudite  fool  is  a 

greater  fool  than  an  ignorant  fool. 

Moliere 


We  know  too  much,  and 
are  convinced  of  too  little. 
T.S.  Eliot 


The  good  Lord  set  definite  limits 
on  man's  wisdom,  but 
set  no  limits  on  his  stupidity— 
and  that's  just  not  fair! 
Konrad  Adenauer 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $8.50.  Also  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue. 
New  York,  NY.  10011.  NY.  State 
residents,  add4%-8%  sales  tax. 


A  Text .  . 


Sent  in  by  Carl  E.  McCullough,  Bartles- 
ville,  Okla.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts  on 
the  Business  of  Life  is  presented  to 
senders  of  texts  used. 


A  double-minded  man  is  unstable 
in  all  his  ways. 
James  1:8 
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SWISSAIR 


The  kind  of  first  class  service  you  hope  for  every  time  you  buy  a  first  class  ticket. 
Available  to  83  cities  in  60  countries  on  5  continents.  Call  your  travel  agent  or  Swissair. 


TOTAL  PERFORMANCE* 

has  made  the  Ben  Hogan 

Apex  Ball  the  No.  l  Money 
Winner  on  the  PGATour 


and  it  will 
perform  for  you! 


The  ultimate  test  for  any  golf  ball  is  the 
PGA  tour! 

For  the  past  two  years  the  Ben  Hogan 
Apex  Golf  Ball  has  swept  the  tour  decisively 
to  become  the  No.  1  money  winner! 

The  Reason? 

Total  Performance! 

73  and   74  winnings  statement  based  on  compilation 
of  official  ball  counts  and  official  reports  of  winnings  from  the  PGA  tour 


Ben  Hogan 


2912  West  Pafford  Street.  Fort  Worth.  Texas  761  10 
Available  only  at  your  golf  professional  shop 
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*Total  Performance  means  a  masterful 
combination  of: 
The  Distance  you  need 
The  Consistency  you  want 
The  Accuracy  you  require 

The  Ben  Hogan  Apex  Ball  performs  for  the 
Professionals  and  it  will  perform  for  you!  Try  it! 
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How  to  cut  your 
volume  copying 

costs  in  hall 


You're  a  good-sized  operation,  doing 
considerable  copying  volume.  And  you're 
out  to  cut  costs. 

You're  just  the  sort  we  built  our  new- 
high-speed  2-sided  copymaker  for.  It'll 
upgrade  your  volume  copying  operation 
at  remarkable  savings! 

The  AM  4875  "Both  Sides  Now" 
Copymaker  is  the  world's  only  high- volume, 
plain-paper  copier  that  prints  both  sides 
in  one  pass! 


You  save: 

50%  on  paper  costs 

;^            50%  on  operator 
time 

Plus— a  significant 
amount  on  postage 
wm**-            and  filing. 

What's  more,  the  "Both  Sides  Now" 
Copymaker  delivers  the  best  quality 
copies  you're  likely  to  see.  It's 
quality  designed  and  built  to  avoid 
downtime.  It's  very  fast.  And  it's  easy 
to  operate  and  live  with. 


How 
much  of 
your  volume 
copymaking  * 
costs  could 
you  save  with' 
the  AM  4875 
"Both  Sides 
Now"  Copy- 
maker?  Prob- 
ably half. 
Maybe  more. 
Because  this 
amazing  copymaker  has  many  more 
money-saving  characteristics  than  the 
ability  to  copy  on  both  sides.  Like  reduction 
capability,  and  one-side,  two-color. 

Possibly  you  have  a  lot  of  volume,  but 
not  so  much  multi-page  copying?  Consider 
the  famous  AM  Total  Copy  System— the 
economical  plain-paper  volume  copier  for 
single-side  work. 

For  information,  or  to  arrange  a 
demonstration  of  either  of  these  money- 
saving  volume  copying  systems,  call  your 
nearby  Multigraphics  Sales  Office.  Or 
write:  Dept.  M.,  1800  West  Central  Rd., 
Mt.  Prospect,  111.  60056.        h0s 
We  make  you  look  better  on  paper. 

A 
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THE  GROWING  AMERICAN  COMPANY. 

ONE  OF  THE  GREATEST  RISKS 

IS  OUTGROWING  THE  SERVICE  YOU'VE 

CHOSEN  TO  PROTECT  IT. 
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Maybe  the  thought  of  outgrowing  your  insurance  service 
never  crossed  your  mind.  Yet  in  the  daily  whirl  of  progress, 
serious  problems  often  go  unnoticed:  dangerous  gaps  in 
coverage,  expensive  overlaps,  inordinately  high  rates,  and 
more.  All  showing  up  where  it  hurts  most:  at  the  bottom  line. 

Often,  the  solution  begins  with  the  broad  and  far-reaching 
range  of  insurance  services  offered  by  Alexander  &  Alexander. 
Services  that  go  beyond  the  basics  of  premiums  paid  for 
coverages  received.  Like  new  and  higher  levels  of  Risk  Manage- 


ment and  Analysis  that  your  present  insurance  service  may 
be  unable  to  offer.  Resulting  in  greater  protection  of  your 
physicai  and  fiscal  assets.  And  the  comfort  of  knowing  that 
a  lot  of  people  are  working  as  hard  to  protect  your  company 
as  you  are  at  building  it. 

We've  written  a  book  on  outgrowing  your  insurance 
service  which  we'll  send  you,  free.  Just  write: 
Alexander  &  Alexander,  Inc.,  Information  Services,  Dept.  B 
1185  Avenue  of  the  Americas,  N.Y.,  N.Y.  10036. 


Alexander 
^Alexander 


\Nfe  started  it  all  with 
a  clean  ashtray. 

Now  No.2  in  size  is  No.l  in  service. 


When  we  first^^began  to  try  harder,  we" 
concentrated  on^^k  improving  the  little 
things:  Ashtrays,     wl  Windshields.  Smiles. 
(We  didn't  really  have  much  else  to  work 
with  in  those  days.)  But  soon,  trying  harder 
led  us  to  try  out  some  better  things.  With 
these  results: 

Avis  gives  you  the  Fast  Car  Rental.  Ask 
us  for  your  free  Wizard  Number.  It  lets  our 
Wizard  Number  Express  Service  deliver 
your  keys  and  car  with  unbeatable  speed. 
Avis  has  newer  cars  than  our  biggest 
competitor. We  replace  our  cars  every  7  to  8 
months,  on  the  average,  instead  of  every  year. 
Avis  gets  you  out  of  your  car  and  on  your 
way  faster  than  they  do.  Because,  in  just  75 
seconds,  the  Wizard  can  produce  the  only  fully  typed, 
computer-accurate  rental  agreement  in  the  business. 
Trying  harder:  It's  given  you  a  lot.  (It's  done  pretty  well  for  us,  too.) 


Avis 


Avis  Rent  A  Car  System,  Inc.,  1975. 


Avis  rents  all  makes. ..features  cars  engineered  by  Chrysler. 
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The  Lunch  Isn't  Really  Free 

There's  a  lot  of  talk  these  days  about  nationalization  of  industry  as 
a  way  to  provide  vital  services  to  the  public  at  cost.  The  eastern  railroads 
are  first  in  line.  The  electric  utilities  may  be  next.  Some  important  members 
of  Congress  are  even  advocating  a  government-owned  oil  corporation. 

We  are  passing  through  a  period— as  we  did  in  the  Thirties— when  a  good 
many  people  feel  the  economic  system  is  not  working  well.  At  a  time  like 
this,  it  is  not  enough  for  believers  in  free  enterprise  to  sneer  at  these  in- 
roads of  socialist  thinking.  In  this  issue,  Forbes  comes  to  serious  grips 
with  the  question  of  gov- 
ernment ownership  of  in- 
dustry. We  do  so  by  ex- 
amining, not  the  worst  ex- 
amples but  the  very  best, 
in  order  to  discover  wheth- 
er government  ownership 

offers    anything    that    pri-      H» iiflk  ^  Y 

vate  ownership  does  not. 

Starting    on     page     24,      pS~       j^gftt  J| 

Senior  Editor  James  Cook      w'^~  '*» 

reports  on  the  U.S.'  Ten- 
nessee Valley  Authority. 
We  could,  of  course,  have 
studied  the  U.S.  Post  Of- 
fice or  the  New  York  sub- 
ways—horror stories  of 
government  operation— but 
that  would  have  been 
stacking  the  deck.  Instead,  we  picked  the  best  and  most  successful  gov- 
ernment enterprise.  Our  conclusion  is  that  TVA  is  a  very  good  operation— 
but  might  be  an  even  better  one  if  it  were  privately  owned. 

On  page  38,  James  Flanigan,  our  European  bureau  chief,  reports  on  yet 
another  highly  regarded  government-owned  company,  Italy's  Ente  Nazion- 
ale  Idrocarburi.  Flanigan  found  that  ENI,  for  all  its  success,  has  brought 
Italy  neither  cheap  oil  nor  service  superior  to  that  which  private  compa- 
nies could  have  delivered.  He  also  reports  that  ENI  has  tended  to  dominate 
Italian  politics  and  foreign  policy  in  a  way  no  single  private  company  could. 

The  basic  idea  behind  nationalization  is  to  switch  the  corporate  em- 
phasis away  from  profit  toward  public  service.  (As  if  profits  stood  for  lux- 
urious living,  and  involved  cheating  the  poor!)  The  simple  fact  is  that 
without  profit,  there  could  be  no  service.  Profit  is  the  chief  source  of  re- 
investment—whether for  TVA  or  American  Electric  Power,  whether  for 
ENI  or  for  Exxon;  this  our  articles  clearly  show.  Of  course,  you  can  na- 
tionalize a  business  and  run  it  without  a  profit,  as  with  our  Post  Office 
or  the  New  York  subways.  But  in  neither  case  has  business-without-prof- 
it  produced  superior  service— and  in  both  cases  the  "profit"  for  reinvest- 
ment simply  comes  from  the  taxpayer  instead  of  the  customer. 

It's  an  old  story.  In  the  days  when  saloons  offered  free  lunch,  the  food 
wasn't  really  free.  The  lunch  cost  was  just  added  to  the  price  of  a  drink. 

There  are  as  many  solutions  to  the  energy  crisis  as  there  are  experts  these 
days,  but  the  industrial  world  remains  at  the  mercy  of  the  Organization  of 
Petroleum  Exporting  Countries.  In  "Shale  Oil:  Tantalizing,  Frustrating" 
(p.  57),  Forbes  takes  a  close  look  at  an  alternative  oil  source:  shale,  and 
explains  why  it— like  so  many  other  "solutions"— is  a  distant  dream,  but  a 
dream  well  worth  trying  hard  to  realize.  To  get  the  story,  Staff  Writer  Jean 
Briggs  traveled  to  the  Colorado  experimental  sites  and  talked  to  the  men  who 
believe  in  shale.  She  left  impressed,  but  not  convinced.  ■ 
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Looking  for  a 

plant  site  on  our 

250,000  sq.  mile 

spread? 


We  can  make  it 
easier  for  you. 


You  need  plant  site  information. 
We've  got  it.  The  largest  source  of 
plant  site  information  in  the  area. 

We  serve  250,000  square  miles 
of  Texas  and  Southern  Oklahoma. 
Our  people  live  and  work  in  574 
communities  in  the  area.  So  we 
know  the  territory.  Intimately. 

For  your  convenience,  we  main- 
tain a  Site  Information  Center.  It's 
crammed  with  useful  current  plant 
site  data 

We  can  provide  objective  infor- 
mation on  communities,  labor, 
taxes,  energy,  transportation— or 
any  of  the  factors  that  make  this 
such  a  desirable  area. 

So  drop  us  a  line  Tell  us  what 
you  need.  You'll  find  our  staff  of 
skilled  professionals  will  handle 
your  inquiry  promptly  And  in  con- 
fidence 

Contact  Robert  E.  Kimbrel.  Director, 
Area  Development  Department,  301 
S.  Harwood  Street,  Dallas.  Texas 
75201  Phone  21 4/ 741 -3711. 
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Lone  Star  Gas 

301  S   HARWOOD  STREET   DALLAS,  TEXAS  75201 


Trends  &Tangents 


Foreign 


The  Torch  Passeth 

Whatever  the  outcome  of  the  nego- 
tiations for  the  West  German  oil  com- 
pany VEBA  to  buy  a  share  in  Gulf 
Oil's  European  assets,  the  negotia- 
tions themselves  are  another  clear  in- 
dication of  the  growing  role  of  nation- 
al oil  companies  among  the  consum- 
ing nations  {see  p.  38).  The  lucrative 
German  market  was  for  years  the  vir- 
tual private  preserve  of  four  multi- 
national companies:  Exxon,  Texaco, 
Shell  and  British  Petroleum.  But  in 
1973,  before  the  oil  crisis,  the  Ger- 
man government  set  about  building 
a  national  company  by  supporting  the 
merger  of  several  exploration,  refining 
and  marketing  outfits.  The  result  was 
VEBA,  which  is  now  Germany's  larg- 
est refiner  and  controls  25%  of  the  re- 
tail market.  The  Bonn  government, 
which  holds  43%  of  VEBA's  stock, 
intends  it  to  become  a  major  inter- 
national oil  company,  able  to  deal  on 
an  equal  footing  with  the  national  oil 
companies  of  producing  countries. 

Miscalculation 

The  British  government  is  said,  in 
a  government-commissioned  report 
just  issued  from  the  University  of  Aber- 
deen, to  have  miscalculated  the  North 
Sea's  need  for  oil  production  plat- 
forms. The  result  of  the  miscalcula- 
tion, says  the  Aberdeen  study,  is  that 
the  shores  of  Scotland  arc  already 
overstocked  with  building  sites  for  ex- 
pensive platforms.  Not  too  long  ago 
the  British  government  was  criticizing 
itself  for  not  doing  enough  to  get  a 
British  component  in  the  North  Sea 
oil  play;  now  it  appears  to  have  done 
too  much.  The  report  sees  excess 
platform-building  capacity  after  1977- 
78,  the  forecasted  peak.  Existing  facil- 
ities could  now  handle  that  peak. 


Business 

Taking  The  Risk 

Insurance  companies  have  decided 
that,  the  headlines  notwithstanding, 
there's  money  to  be  made  in  political 
risk  insurance.  Twelve  U.S.  insurers 
and  reinsurers  have  joined  with 
Lloyds  of  London  to  take  part  of  the 
insurance  load  from  the  Overseas  Pri- 
vate Investment  Corp.,  a  U.S.  Gov- 
ernment corporation  that  last  year 
1  $37  million.  The  new  group 
will  provide  coverage  against  expro- 
priation and  currency  blockage,  but 
will  leave  war,  revolution  and  insur- 
rection to  OPIC  alone.   Expropriation 


is  the  "boom"  area  the  private  insur- 
ers are  after;  $3.5  billion  worth  of 
such  coverage  is  in  force  in  77  coun- 
tries. Since  1971  OPIC  has  settled  36 
claims  amounting  to  $136  million. 

Child's  Play 

For  the  last  year  or  so  the  toy  in- 
dustry has  been  a  disaster  for  many 
companies,  but  not  for  Knickerbocker 
Toy  Co.  of  Middlesex,  N.J.  True, 
earnings  did  fall  21%  last  year  despite 
a  13%  sales  gain.  But  the  New  Jersey 
firm  still  netted  $2.3  million  on  $23.9- 
million  sales,  for  a  handsome  9.6% 
margin.  Knickerbocker's  secret  is  clas- 
sic toys,  both  established  classics  like 
its  Raggedy  Ann  and  Andy  dolls,  and 
contemporary  classics  like  its  new  line 
of  "Sesame  Street"  plush  and  rag 
dolls,  including  the  Cookie  Monster, 
Oscar  the  Grouch,  Bert  and  Ernie. 

Uncle  Scrooge? 

One  of  the  oldest  "moral  obliga- 
tion" debts  is  the  $200,000  the  town 
of  Frederick,  Md.  forked  over  in  1864, 
on  orders  from  a  Union  general,  to 
keep  the  Confederates  from  pillaging 
some  nearby  government  supplies. 
Frederick,  which  then  had  tax  rev- 
enues of  only  $8,000,  took  until  1951 
to  pay  off  the  debt.  Now  it  wants 
reimbursement  from  the  Government 
—and  justly,  it  seems.   ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  Q  1  year  $15.00 
□  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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The 
Quiet  9 

Revolution. 

Humana  is  leading  it.We're  a  private  enterprise 
company  that  builds,  owns  and  manages  hospitals 
that  provide  first-quality  patient  care  and  operate 
at  a  profit. 


Humana  is  the  fastest  growing  company  in  this 
threshold  industry.  Last  year  we  added  more  patient  capac- 
ity than  the  three  other  largest  companies  in  this  field  com- 
bined. And  it  is  just  the  beginning.  Our  nation's  hospital 
needs  are  immense.  To  meet  them,  the  investor-owned 
company,  Humana,  will  play  the  leading,  vttal  role. 

The  combination  of  the  increased  cost  of  hospi- 
tal labor,  and  the  steadily  decreasing  productivity  of  that 
work  force  has  put  tremendous  financial  pressures  on 
traditionally  run  hospitals.  Humana,  on  the  other  hand, 
through  the  use  of  the  most  advanced  management  tech- 
niques, has  been  able  to  dramatically  improve  efficiency. 


largely  by  utilizing  hospital  personnel  most  effectively.  If  you 
stayed  at  a  Humana  hospital,  you  would  rate  the  quality  of 
care  as  outstanding  and  our  approach  to  human  values  as 
truly  innovative. 

Humana's  practice  of  applying  sound  business 
techniques  to  maximize  productivity  also  results  in  some- 
thing many  people  thought  impossible.  Our  hospitals  run 
at  a  profit.  A  profit  that  provides  the  basis  for  even  greater 
effectiveness,  and  the  investment  attractiveness  needed  to 
finance  the  growing  demand  for  more  Humana  hospitals. 
Humana  Inc.,  One  Riverfront  Plaza,  Louisville,  Kentucky. 


i  Leading  a  quiet  revolution  ,-,,: 


The 

Hospital 

Company^. 
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Celestron R 


Multipurpose 
TELESCOPES 


Schmldl-Ciutgriin 
optics 


swing-down 
tube 


Optically  large  telescopes,  compactly 
packaged  and  superbly  crafted  for  the 
discriminating  telescope  enthusiast. 

Celestron  5.  Close  in  whisker-to-whisker  on  a  squir- 
rel feeding  50  feet  away.  Bring  into  sharp  focus 
a  face  1,000  feet  away.  See  or  photograph  the 
rings  of  Saturn,  the  ever-changing  belt  structure 
of  Jupiter,  gossamer  nebulae  and  much  more. 
(Useful  powers:  25-300X,  Wt.:  12  lbs..  Size  swung 
down:  7"  x  8"  x  16",  Base  price:  $750) 

Celestron  8.  Inspect  the  feathery  down  of  a  field 
sparrow  75  feet  away.  Snap  the  profile  of  an  eagle 
half  a  mile  away.  See  or  photograph  the  thousands 
of  stars  in  a  globular  cluster,  the  intricate  fila- 
mentary detail  of  deep-sky  nebulae,  dust  lanes  in 
spiral  galaxies  millions  of  light-years  away.  (Use- 
ful powers:  50-500X,  Wt.:  23  lbs.,  Size  swung 
down:  9"  x  12"  x  22",  Base  price:  $965) 

On  display  at  museums  and  planetariums  through- 
out the  country.  For  your  free  color  catalog,  write 


Celestron  Pacific 

2835  Columbia  •  Box  3578-F 
Torrance,  CA  90503 


LARGE  CASH  RETURN 
from 

OIL  and  GAS  LEASES 

ON  PUBLIC  LANDS 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil 
lion  dollars  for  possible  future  in 
come. 


For  further  information  on  how  you 
can    intelligently   participate   in    the 
government  sponsored  program,  con 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87  1  25 

Area  Code  505-623  0507 


Readers  Say 


Inflation— Causes  And  Cures 

Sir:  You're  off  base  when  you  say, 
"Conservatives  prescribe  a  stiff  dose  of 
unemployment  as  a  cure  for  infla- 
tion" ( Mar.  1 ) .  They  ask  only  for  fis- 
cal responsibility  and  productivity  on  < 
balance  with  wages. 

—Paul  E.  Griner 

Vice  President  and 

Agency  Director, 

Midwestern  U.S.  Life  Ins.  Co. 

Fort  Wayne,  Ind. 

Sir:  To  say  that  democracy  will 
not  tolerate  the  cure  is  to  say  that 
democracy  is  unable  to  cope  with  its 
own  stupidity.  The  outcome  of  this 
state  of  affairs  should  also  be  obvious. 
—George  W.  Betz 
Philadelphia,  Pa. 

Sir:  In  researching  inflation,  I  was 
also    interested    in    the    16th-century 
price  rise.   My  main  enjoyment  came 
from  a  source  which  stated  that  the 
citizenry  of  the  period  blamed  fiscal 
mismanagement    and    poor    weather- 
crop  yields  for  price  rises.  Henry  VIII 
was   purported   to   have   risen   to   the 
challenge  by  debasing  the  currency. 
—Dr.  Jack  L.  Bishop  Jr. 
Manager,  Economic  and  General 
Research, 
The  May  Dept.  Stores  Co. 
St.  Louis,  Mo. 

Sir:  Re  your  remark  that  "In  the 
modern  world  the  pie  is  now  big 
enough  to  give  practically  everybody 
a  fair  share."  I  trust  you  will  share 
your  piece.  Mine  has  already  been  half 
consumed  by  taxes  and  inflation. 

—William  K.  Blount 
Portland,  Ore. 

Sir:    After   listening   to    politicians 
and  economists,  I  find  that  people  are 
suffering  from  neither  inflation  nor  de- 
flation, but  from  bull-flation. 
-Rudolph  Fink,  Col.  (USAF,  Ret.) 
Ocean  Springs,  Miss. 

Congressional  Unemployment 

Sir:  I  propose  that  Congress  enact 
the  "Windfall  Employment  Act  of 
1975."  This  act  would  require  the  un- 
employment rate  in  Congress  to  cor- 
respond with  that  of  the  nation.  Since 
seniority  is  no  longer  a  legal  basis  for 
determining  order  of  layoffs,  this  act 
would  establish  congressional  voting 
attendance  as  the  basis  for  determin- 
ing layoff  priorities.  Such  an  act 
would  not  only  impress  upon  our  rep- 
resentatives the  depressing  psycholog- 
ical atmosphere  of  working  in  a 
shrinking    industry,    but    would    also 


cause  that  growing  list  of  congres- 
sional Presidential  hopefuls  to  recon- 
sider those  long-winded  public  rela- 
tions tours  of  the  U.S. 

—James  W.  Nicolls 
Wellesley  Hills,  Mass. 

Batting  Even 

Sir:  Re  your  complimentary  re- 
marks on  my  summation  of  a  direc- 
tor's job  ( Fact  <b  Comment,  Mar.  1 ) . 
It  is  nice  at  least  to  bat  even  for  the 
issue.  The  views  expressed  by  M.S. 
Forbes  Jr.  (Other  Comments)  were 
not  enjoyable  reading  for  me,  but  they 
are  no  surprise.  I  know  that  your 
magazine's  position  has  been  contrary 
to  the  unfixing  of  commission  rates 
for  some  time.  I  can  only  hope  that 
our  expectations  prove  to  be  the  cor- 
rect ones. 

—Ray  Garrett  Jr. 

Chairman, 

Securities  &  Exchange  Commission 

Washington,  D.C. 

Little  Black  Box 

Sir:  Re  "The  Little  Black  Box" 
(Fact  6-  Comment,  Mar.  1).  The  box 
you  refer  to  is  a  Cockpit  Voice  Re- 
corder. It  consists  of  a  continuous  tape 
which  erases  itself  after  each  30  min- 
utes of  operation,  so  your  suggestion 
of  examining  them  would  require 
their  removal  every  29  minutes. 

— M.E.  Starkloff 

Vice  President,  Operations, 

Overseas  National  Airways 

Jamaica,  N.Y. 

Perhaps  the  recorder  should  be 
activated— other  than  in  an  emergency 
—only  when  landing  procedures  be- 
gin?—MSF. 

Sir:  Your  idea  to  examine  the  black 
box  routinely  is  like  stockholders  bug- 
ging all  meetings  of  boards  of  direc- 
tors. How  about  putting  a  recorder  in 
every  operating  room  in  the  country? 
Can  you  imagine  a  doctor's  reaction? 
Is  1984  just  nine  years  away? 

—Tom  Paton 
Decatur,  Geo. 

Sin:  Many  more  deaths  occur  each 
year  on  highways  than  in  airways,  so 
why  not  install  recording  devices  in 
every  automobile  that  uses  a  fed- 
eral highway? 

—Eric  Skone 
Redmond,  Wash. 

No  Winners 

Sir:  In  the  opinion  of  a  good  nian\ 
people,  there  were n  I  an)   winners  in 
the  long,  bitter  strike  at  DoM  Chemi 
eal's  Midland  division    (Mar.   I).  The 
union    came    out    a    little    bloody    but 

unbowed.    The   signed    contract    be- 

(Continued  on  pagi 
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Gulf+Western's 
best  six  months  ever. 

During  the  six  months  ended  January  31,1 975  Gulf +Western 
achieved  the  highest  sales  and  net  earnings  for  any  quarter  or  half  year  in 
its  history.  Net  earnings  increased  38  percent  to  a  record  $64.2  million  from 
the  $46.5  million  recorded  last  year.  Net  earnings  per  share  reached  a  new 
high  of  $4.1 1  on  a  primary  basis  compared  with  $2.66  last  year  and  $3.46 
versus  $2.43  on  a  fully  diluted  basis. 

We  attribute  this  continuing  growth  to  the  excellent  overall  perform- 
ance of  our  uniquely  diversified  operating  groups. 

Outstanding  performances  of  the  Food  and  Agricultural  Products, 
Manufacturing~and  Leisure  Time  Groups  were  a  major  factor  during  this 
period.  In  addition,  Natural  Resources,  Paper  and  Building  Products,  Auto- 
motive Replacement  Parts,  Consumer  Products  and  Financial  Services 
contributed  significantly  to  our  operating  income. 

The  five  year  earnings  chart  shown  indicates 
our  outstanding  earnings  growth  record. 

During  the  1974  fiscal  year  we  had  record 
sales  of  $2.3  billion  and  record  net  earnings  of 
$100.6  million.  Our  shareholders  received  the  bene- 
fit of  dividends  which  were  increased  67  percent 
over  the  past  two  years  from  $.60  to  the  current 
annual  rate  of  $1.00.  In  addition,  a  special  dividend 
of  $.25  per  share  is  payable  April  1 ,  1975. 

Gulf+Western  is  proud  of  its  past  achieve- 
ments which  have  given  us  a  continuing  confidence 
in  the  future.  G+W  has  demonstrated  that  the  sys- 
tem of  free  enterprise  still  works  for  the  benefit  of 
employees,  shareholders  and  consumers. 

To  learn  more  about  G+W,  send  for  our  current  six  month  report  and 
a  copy  of  the  1974  Annual  Report.  Write:  Investor  Relations  Department, 
Gulf+Western  Industries,  Inc.,  1  Gulf+Western  Plaza,  New  York,  N.Y.  10023. 


PRIMARY 
NET  EARNINGS 
PER  SHARE 
1970-1974 

$4.60 


Gulf+Western  Industries,  Inc. 


Out  here,  the  telephone 

isn't  a  convenience, 

its  a  necessity. 

Telephones  are  important  to  everybody. 

In  many  rural  areas,  they  provide  an  immediate  link  between  people, 
and  in  emergencies  can  mean  the  difference  between  life  and  death. 

At  United,  we  provide  telephone  service  to  over  3  million  phones  in 
more  than  2,900  communities  in  21  states.  Most  of  our  communities  are 
rural  or  suburban.  None  is  over  60,000  in  population.  But  these  are 
precisely  the  areas  in  which  the  future  growth  of  the  country  lies. 

And  people  in  smaller  communities  rely  on  telephone  service  at 
least  as  much  as  people  in  larger  communities. 

In  some  cases,  they  need  it  a  lot  more. 

The  United  Telephone  System  is  owned  and  operated  by  United 
Telecom.  For  a  copy  of  our  annual  report  please  write  on  your  letterhead 
to  P.O.  Box  11315,  Plaza  Station,  K.C.,  Mo.  64112. 


United  Telecom 


United  Telecommunications,  Inc.  ■■■ 
We  operate  the  United  Telephone  System,  America's  third  largest. 

United  Telecom  Companies:  United  Telephone  System,  United  Computing  Systems,  North  Electric  Company 
New  York  Stock  Exchange  symbol:  UT  Newspaper  listing:  UniTel 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


CONGRESS  IS  RIGHT  ON  CAMBODIA 

Even  if  another  200-300  million  dollars  had  been  voted 
for  "emergency"  military  aid  to  the  tottering  Lon  Nol 
government,  at  best  it  might  delay  the  outcome  a  bit. 
But  after  several  years  and  billions  in  dollars,  bullets  and 
bombs  poured  in  by  the  U.S.  to  support  "our"  side,  there's 


obviously  little  visible  support  among  the  Cambodians  for 
the  regime  in  Phnom  Penh.  Once  again  we're  learning  the 
hard  way  that  while  we  can  support  friendly  foreign  gov- 
ernments, our  Might  is  merely  a  mite  if  such  governments 
have  little  or  no  support  from  their  own  people. 


OUR  DOLLAR  IS  WORTH  LESS   BECAUSE  WE  WASTE  GAS 


The  dollar  buys  less  and  less  at  home  and  is  worth 
sharply  less  and  less  abroad. 

A  principal  reason? 

Because  to  pay  for  the  oil  we  import— some  40% 
of  what  we're  now  consuming— we're  simply  printing  dol- 
lar bills  to  cover  what's  not  paid  for  *vith  exports. 

President  Ford's  dead  right  in  pushing  hard  to  reduce 
our  waste  of  oil.  A  big  increase  in  the  cost  of  a  gallon 
of  gas— 40  cents  or  50  cents  per  gallon— would  not  only 
cut  hugely  the  amount  we  waste,  but  would  provide  the 
Government  $billions  in  revenue  to  help  pay  for  the  tax 
cuts  coming  (and  reducing  a  bit  the  looming  $60-to-$80 
billion  deficit). 

Imagine— by  driving  as  if  there  were  an  egg  between 
our  foot  and  the  accelerator,  we  could  cut  our  oil  im- 
ports  by  millions  of  barrels  yearly.  ( See  Other  Comments. ) 

FORECLOSING  INVESTMENT 

in  this  country  would  be  as  foolish  as,  or  maybe  even  more 
foolish  than,  permitting  such  investments  to  achieve  effec- 
tive control  of  any  major  industry.  We  can't  expect 
OPECers  to  sell  us  the  oil  on  which  we're  increasingly 
dependent  and  at  the  same  time  expect  them  to  eat  in- 
digestible quantities  of  the  freshly  printed  dollar  bills 
with  which  we  pay  their  bills. 

We  should  encourage  the  recycling  of  these  petro- 
dollars by  Arab  investment  in  U.S.  Government  securities, 


By  not  driving  over  the  legal  limit  of  55  mph,  we 
could  save  millions  more  barrels  of  oil.  The  55  mph 
law  could  be  far  more  effectively  enforced  by  doing  what 
the  California  highway  patrol  tried  on  the  main  road  to 
Las  Vegas:  They  put  big  signs  on  the  roofs  of  many 
of  their  patrol  cars  stating  the  speed  limit,  and  drove 
along  observing  it;  you  and  I  don't  speed  past  highway 
cops.  By  increasing  their  visibility,  these  law  officers  en- 
forced the  law  far  more  effectively  than  by  having  to 
hand  out  any  number  of  speeding  tickets.  It  should  be 
done  in  every  state  by  every  highway  patrol. 

So  you  see,  it  isn't  really  all  up  to  the  President  or 
the  Congress  or  the  oil  cartel  countries  to  curb  our  in- 
flation and  our  recession.  When  each  of  us  contributes  a 
little,  all  together  we  can  contribute  much  to  lessening 
present  severe  economic  problems. 

OF  ARAB  OIL  $BILLIONS 

real  estate,  assorted  competitive  U.S.  businesses,  long-term 
bank  deposits,  gilt-edge  bonds  and  the  like.  Raising  the 
vast  additional  capital  required  to  keep  this  country's  econ- 
omy dynamic  is  going  to  be  tough  enough  without  closing 
out  those  oil  $billions. 

Regular  reporting  of  appreciable  foreign  investments 
in  shares  of  U.S.  corporations  should  be  sufficient  for 
the  moment.  If  potential  dangers  show  up,  that's  time 
enough  for  reasonable  regulation. 
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RONALD   REAGAN— MISCASTING   DIRECTOR 

Judging    from    Ronald    Reagan's    scolding    of    Gerald  of   U.S.    conservatives,   with   Ford   destined   to   play   Mr. 

Ford  for  the  President's  efforts  to  get  along  with  Con-  Heath's  role. 

gress   and   most   Republicans,   it  would  seem   the   former  In  Hollywood-production  parlance,  that's  one  farce  that 

California  movie  star  sees  himself  as  the  Mrs.   Thatcher  wouldn't  even  play  in  Peoria. 


The  Gibraltar  of  Rock. 

In  the  muuc  world  todiy,  there  a  i  whole  tot  of  lhakjfl'  goui"  oo. 

And  tquarcry  w  (he  rraddlc  of  what's  happening,  you  will  find  the  Suuwjy  puno 

The  inurnment  you've;  aiwiyi  aaobatcd  with  pen  classical  punisu  has  also  become 
)  i  •!  the  important  hard-rock  and  top- 40  artists. 

The\  speed)  it  in  recording  studns. 

The>  depend  on  11  tn  concert 

Because  among  serious  artists  of  even.  musicaJ  persuasion,  there  is  a  principle  (we  call 
ii"Srtcirrnav'i  LnO  which  says,  to  make  a  sot  of  music,  you  Ve  got  to  have  a  tot  of  piano 

Kor  informafmn  about  a  tot  of  piano  write  to  John  H  Sicinway  109  Wen  57th  Street, 
New  York  10019 


NEEDED: 
SOME  BAD  ADS 
TO  BAD-MOUTH 

In  building  up  a  file  of 
examples  for  this  occasional 
comment  on  good  ads  and 
bad,  I  find  it's  tough  to  find 
many  outstandingly  awful 
ones.  So  there's  no  "balance" 
with  these  two  for  Steinway 
&  Sons  and  the  Square  D 
Company.  They  both  arrest- 
ingly,  soundly  Tell  and  Sell. 


MORE  NOTES   ON  NEW 

The  Rainbow  Grill— 30  Rockefeller  Plaza  (Tel: 
PL  7-8970).  Visiting  this  high-in-the-sky,  famed  place  is 
a  wonderful  exercise  in  nostalgia.  The  Rainbow  Grill  and 
its  counterpart,  The  Rainbow  Room,  were  oases  of  plea- 
sure at  the  time  of  the  Big  Bands  and  the  Great  Depres- 
sion. The  food's  far  better  than  at  most  any  nightspot 
where  entertainment  is  the  chief  thing.  Incidentally,  one 
of  the  nights  we  visited,  Frank  Sinatra  Jr.  was  featured. 
Jr.  sure  ain't  Sr. 

Lenotre-125  East  59th  St.  (Tel:  826-9200).  The  first 
totally  new,  varied  and  thoroughly  delicious  concept  in 
bakery-cum-confectionery-cum-dehcatessen-cum-luncheon 
concept  to  hit  New  York  since  the  turn  of  the  century. 
Convenient  to  most  everything,  here's  the  place  for  fab- 
ulous light  luncheon  quiches,  new  sandwich  conglomera- 
tions, omelettes  and  salads— with  adjacent  departments  full 
of  all  imaginable  French   goodies.   But  bring  money! 

La  Groceria-333  Sixth  Ave.  (Tel:  CH  2-3200).  This 
prominent  Greenwich  Village  eatery  has  flavorful  Italian 
food  and  atmosphere.  The  grated  table  cheese  for  splatter- 
ing one's  spaghetti  is  strong  enough  to  taste,  and  that  is 
exceptional  in  this  town. 

Asti-13  East  12th  St.  (Tel:  AL  5-9773).  The  Italian 
food   is   completely   secondary   to   the   total   good   fun   of 


Man  is  not 
the  only  polluter 


in  Bach  Bay.  just  south  of  Virgin.a  Beach  Virginia.  Square  D  Company  is  helping  Mother 
Nature  help  herself.  Fishing  and  crabbing  once  were  worthwhile  commercial  enter 
prises  here  Ducks  and  geese  made  <1  a  regular  stop  m  their  migrations  because  a  large 
pari  of  Back  Bay  <s  a  national  game  preserve  But  s»o*viy  the  sand  bars  and  channels  at 
the  mouth  of  the  bay  shifted  as  a  result  of  hurricanes.  The  shifting  reduced  the  tidai 
effect  10  the  bay.  thus  towering  the  satt  content  of  the  bay's  water  The  fishing  and  crab- 
bing stopped  bemg  profitable  The  ducks  and  geese  stopped  coming  The  Gty  oi 
Virginia  Beach  decided  to  try  saving  the  bay  by  pumping  ocean  water  into  the  head  of 
the  bay.  thereby  raising  the  sat  content  The  procedure  worked.  Governing  the  pumping 
operation  is  a  new  Square  0  soi-d  stale  system  Its  automatic  variable  speed  feature 
compensates  for  changes  m  ocean  tide  levels  that  affect  the  head  pressure  on  the  pump 
Through  constant  monitoring  of  salt  levels  and  continuing  pumping,  Back  Bay  has  neve* 
been  in  such  good  condition  The  commercial  fishing  has  resumed.  The  ducks  and 
geese  have  come  back  m  greater  numbers  than  ever  before  Back  Bay  is  just  one  prob 
lem  we're  helping  to  keep  solved  wth  our  electrical  equipment  What  can  we  do 'or  you7 
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YORK   RESTAURANTS 

this  unique,  longest-running  "opera"  in  the  world.  All 
Hands  (plus,  sometimes,  the  diners)  participate  with  un- 
paralleled gusto  in  rendering  arias  while  bartenders  play 
tunes  with  spoons  on  the  booze  bottles.  For  fun  'n'  food 
—without  finesse  in  either— try  it  and  you'll  probably  en- 
joy it. 

La  Maison  Japonaise— 334  Lexington  Ave.  (Tel:  MU  2- 
7375).  Describes  its  food  as  "French  cooking  with  an 
oriental  accent."  It's  neither,  but  what's  served  is  mod- 
erately priced,  moderately  tasty. 

Pearrs-38  West  48th  St.  (Tel:  586-1060).  Everyone's 
been  talking  and  writing  so  enthusiastically  about  this 
Chinese  restaurant  that  I  went  expecting  to  be  disap- 
pointed, expecting  it  not  to  live  up  to  the  Raves.  It  almost 
does,  though,  and  if  you  like  sweet  and  sour  pork,  you'll 
find  none  better.  And  the  price?  Not  bad-dinner,  drinks 
and  wine  for  two,  $28.30. 

La  Toque  Blanche-359  East  50th  St.  (Tel:  PL  5-3552). 
This  is  one  of  the  good,  not  unreasonably  expensive  French 
restaurants  well  known  to  knowledgeable  New  Yorkers. 
The  Coquille  Maison  is  fabulous.  Another  house  specialty 
is  an  ample,  lean  pork  chop  smothered  in  a  cream  mush 
room  sauce— believe  it  or  not,  cooked  pink  Instead  "I 
brown-dry. 
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IF  YOU  DON'T 

watch  your  figure, 
you'll  have  more  figure  to  watch. 


IF  I   SHOULD   DIE 

before  I  wake, 
I  pray  the  Lord  our  chef  to  take. 


-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Happier  Expectations 

On  the  face  of  it,  there's  even  some- 
thing more  than  a  little  quixotic 
about  the  stock  market  booming 
ahead  while  the  economy  stumbles 
about  in  the  bogs  of  recession.  Here, 
the  answer's  as  trite  as  it  is  true: 
stocks  move  as  much  on  expectations 
as  events.  And  what  the  market  ex- 
pects is  that  the  world  won't  come 
to  an  end,  but  the  slump  will;  that 
inflation  has  been  defanged  for  the 
rest  of  this  year  and  maybe  longer; 
that  money  will  remain  available  and 
reasonably  cheap;  and  that  oil  prices 
have  nowhere  to  go  but  down. 
Whether  such  expectations  prove  out, 
we'll  obviously  have  to  wait  and  see. 
But  off  the  evidence  at  hand,  there 
seems  no  strong  reason  to  quarrel 
with  the  tape. 

—Alan  Abelson,  Barron's. 

Taking  Reagan  Seriously 

Mr.  Reagan  is  a  puzzle.  He  says  he 
isn't  running  but  he's  running  all  over 
the    country.    He   says    he   wants    to 


work  within  the  G.O.P.,  but  he's  help- 
ing split  it  apart.  He  hasn't  any  of- 
ficial position  except  as  a  member 
of  Rockefeller's  C.I.A.  investigating 
committee,  but  he  says  he's  too  busy 
to  attend  many  of  its  meetings  (he 
has  made  only  three  out  of  eight). 
He  describes  his  political  position  as 
"fluid"  but  he's  so  fluid  that  he  could 
go  down  the  drain,  and  take  his  party 
with  him.  —James  Reston. 

Minimal  Threat 

The  Administration's  dire  prognoses 
also  ignore  the  most  crucial  question 
about  the  Cambodian  situation:  To 
whom  will  the  Phnom-Penh  regime 
fall?  The  answer:  to  other  Cambo- 
dians. Despite  President  Ford's  refer- 
ences ...  to  a  "ruthless  enemy"  and 
"outside  aggression,"  not  even  the 
most  hawkish  U.S.  embassy  officials  in 
Southeast  Asia  believe  that  the  North 
Vietnamese  control  the  Khmer  Rouge 
movement,  even  though  it  is  Com- 
munist-dominated. Essentially  the 
Cambodian  conflict  is  a  civil  war  in 
which  the  pro-U.S.  Lon  Nol  govern- 


ment, despite  almost  $2  billion  in 
American  aid  in  five  years,  has  proved 
too  ineffectual  and  corrupt  to  stand 
on  its  own.  Its  replacement  by  other 
Cambodian  rulers— even  Communist 
ones— represents  a  minimal  threat  to 
American  security. 

—Time. 

The  Egg  and  You 

Take  it  easy  on  the  accelerator. 
Avoid  jackrabbit  starts  and  bursts  of 
speed.  Pretend  there  is  a  raw  egg  be- 
tween your  foot  and  the  accelerator. 
That  will  help  you  maintain  a  constant 
speed,  which  can  improve  fuel  econo- 
my by  7%  to  9%  over  what  you  get 
when  you  vary  your  speed  by  as  lit- 
tle as  five  miles  per  hour. 

—Money  magazine. 

Which  Sin's  Greater? 

It's  just  as  grave  a  sin  to  bring  a 
human  being  into  the  world  without 
decent  living  conditions  as  to  practice 
abortion. 

—Reverend  J.  de  Sa  Cavalcante, 
Salvador,  Brazil. 


The  task  of  recycling  billions  of 
petrodollars  seems  less  imposing 
now  than  it  did  a  few  months  back. 

But  potential  dangers  still  exist, 
especially  in  the  field  of  world" 
trade.  Western  countries  are  still 
under  considerable  pressure  to  im- 
prove their  balance  of  trade,  and 
some  are  beginning  to  use  methods 
reminiscent  of  the  1930s,  particu- 
larly in  hypoing  exports. 

Last  year  a  desperate  Italy  im- 
posed import  controls  that  were  in 
violation  of  Common  Market  rules. 
Britain  is  reportedly  giving  in- 
creasing consideration  to  such  con- 
trols "now.  France  is  hinting  that  it 
might  unilaterally  devalue  the 
franc  to  improve  its  trade  picture. 

Britain  is  implementing  a  scheme 
to  insure  exporters  against  some  of 
their  rising  costs,  which  means  that 
these  exporters  can  offer  lower 
fixed-price,  long-term  contracts 
without  losing  their  shirts.  The 
government  will  make  up  the  dif- 
ference. Italy  and  France  already 
have  such  schemes  in  operation. 

So  far  these  actions  have  been 
fairly  minor  in  size  and  impact.  It's 
the  trend  that's  ominous.  With 
$billions  of  OPEC  contracts  yet  to 


TRADE  WAR  DANGERS 

by  M.S.  Forbes  Jr. 

be  made,  now  is  the  time  for  dip- 
lomats to  apply  the  brakes  to  these 
ultimately  self-defeating  moves. 

NO  GOOD  SUBSTITUTE 

The  Organization  of  Petroleum 
Exporting  Countries  is  seriously 
considering  valuing  oil  in  terms  of 
Special  Drawing  Rights  (the  mon- 
etary unit  of  the  International 
Monetary  Fund  whose  value  is 
based  on  a  variety  of  weighted  cur- 
rencies) rather  than  dollars.  OPEC 
is  upset  that  their  "real"  take  has 
been  declining,  thanks  to  the  weak- 
ening greenback. 

We  shouldn't  be  alarmed.  De- 
spite the  beating  the  dollar  has 
taken  since  July  against  the  Ger- 
man mark  and  the  Swiss  franc,  it 
has  fallen  by  only  4.75%  against 
SDRs.  That's  because  the  dollar 
makes  up  one-third  of  the  SDR 
basket  and  because  it  hasn't  much 
changed  in  value  vis-a-vis  other 
currencies. 

If  petroleum  exporters  do  value 
future  contracts  in  Swiss  francs  or 
D-marks,  they  take  the  considera- 
ble risk  of  getting  these  overvalued 
currencies  near  their  highs.  The 
Swiss  economy  has  suffered  dearly 


from  its  currency  appreciation  and 
Germany's  fantastic  trade  surplus 
is  shrinking  fast. 

What  about  the  Shah  of  Iran's 
proposal  last  year  to  tie  oil  prices 
to  a  group  of  industrial  commodi- 
ties? The  Shah  could  have  changed 
that  basket's  contents  daily  and  oil 
would  still  be  far  cheaper  today. 

If  OPEC  actually  does  raise  pe- 
troleum prices,  consumption  will 
decline  even  more. 

OPEC  is  beginning  to  learn  of 
the  constraints  and  frustrations  that 
the  rest  of  us  have  to  live  with. 

KEEP  IT  SOUND 

The  Ford  Administration  was 
wise  in  rejecting  the  idea  of  using 
general  revenues  to  subsidize  the 
Social  Security  system.  Hiking 
benefits  without  similarly  hiking 
taxes  is  a  temptation  that  few  po- 
liticos  can  resist.  Take  away  the 
need  for  self-financing  and  Social 
Security  will  become  more  of  an 
engine  for  inflation  than  an  insur- 
ance supplement  for  the  aged  and 
the  ill. 

Despite  Congressional  pressure, 
this  is  one  issue  on  which  the 
President  shouldn't  waver. 
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Permanent  oil  drilling  platform.  Cook  Inlet,  Alaska. 


Kidde 

protects 
energy 

with  fire  and  explosion 
suppression  systems 


The  offshore  drilling  rig  is  now  an  important  tool 
in  the  world's  quest  for  energy.  And  an  important 
part  of  the  rigs  now  being  designed  for  North 
Sea  and  Cook  Inlet  operations  are  fire  and  ex- 
plosion suppression  systems  by  the  Fenwal 
division  of  Kidde. 

Fenwal  Protection  Systems  snuff  out  fires  fast. 
And  smother  explosions  in  milliseconds— before 
damaging  pressures  result.  It's  all  done  with 
Halon,  the  harmless  family  of  chemicals  that  puts 
out  fires  faster  than  C02.  dry  chemicals  or  water. 

Another  Fenwal  energy  saver  is  its  electronic 
direct  spark  ignitor.  It  replaces  the  standing  pilot 
lights  that  used  to  burn  round-the-clock  in  gas- 
fueled  rooftop  heating  units,  crop  dryers  and 
other  commercial  heating  equipment.  And  this 
same  technology  is  now  being  readied  for  the 
immense  home  appliance  market. 

Then  there  are  Fenwal  electronics  thermistors 
Tiny  solid  state  temperature  sensing  devices 
that  fine-tune  industrial  processes  in  the  plastics, 
packaging,  utilities  and  other  high  energy  con- 
suming industries 

To  learn  more,  write  for  our  Annual  Report. 
Walter  Kidde  &  Company,  Inc  .  9  Brighton  Rd  , 
Clifton,  N.J  07012 


Helping  our  energy  go  further. 


You  can't  look  at  container  leasing  without  seeing  ITEL 
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Nor  at  capital  equipment  leasing, 
data  sen/ices,  bulk  cargo  ships,  and 
reinsurance.  Wherever  specialized 
corporate  financial  services  make 
capital  work  hard- 
er, you'll  see  ITEL.  coRPQRArosr 

One  Embarcadero  Center.  San  Francisco  CA  94111.  Phone  (415)  9830000 
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You'll  stay 
for  the  taste. 
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A  lot  of  good  taste 

that  comes  easy 

through  the  Micronite  filter. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


18  mg."tar."1.2  mg.  nicotine  av.  per  cigarette.  FTC  Report  Oci.74. 


Forbes 


Golden  Coal 


Talk  all  you  will  about  gold  mines, 

Ted  Leisenring  much  prefers  his  coal  mines. 

When  he  was  a  very  young  man  in 
the  1940s,  E.B.  (Ted)  Leisenring  Jr. 
worked  for  a  year  as  an  ordinary 
miner  in  his  family's  Virginia  proper- 
ties. He  remembers  sitting  down  to  eat 
during  a  shift  with  an  old  Virginian 
who  had  spent  his  entire  working  life 
in  the  mines.  "Say,"  the  old-timer 
asked  him,  "isn't  your  daddy  some 
kind  of  ramrod  in  this  outfit?"  Ted 
Leisenring  allowed  that  was  so.  "Well, 
goddam,"  the  old-timer  replied,  "your 
daddy  sure  must  have  it  in  for  you, 
putting  you  in  a  crappy  job  like  this." 

Ted  Leisenring  now  works,  not  in 
a  coal  mine,  but  in  the  Philadelphia 
executive  offices  of  Westmoreland 
Coal  Co.,  where  he  is  president  and 
of  which  his  family  indirecdy  controls 
about  a  third  of  the  3.4  million  shares. 
Life  for  the  coal  miners  has  improved 
immensely  since  the  days  when  the 
old  miner  made  that  bitter  crack, 
with  their  pay  now  averaging  $255  a 
week  and  safety  and  fringe  benefits 
improving.  Life  has  improved  for  the 
company,  too,  what  with  all  the 
changes  Ted  Leisenring  has  wrought 
and  with  coal  being  1975's  true  glam- 
our mineral. 

Westmoreland's  revenues  doubled 
last  year,  to  $399  million,  while  its 
profits,  at  $36.1  million,  were  almost 
eight  times  1973's.  The  company  re- 
turned some  54%  on  its  stockholders' 
equity  and  has  a  piddling  $8  million 
of  long-term  debt. 

It  owns  the  best  kind  of  coal;  95%  of 
its  reserves,  1  billion-plus  tons,  con- 
tain under  1%  sulphur,  a  premium 
grade.  About  60%  of  last  year's  pro- 
duction qualified  as  metallurgical 
coal,  used  to  make  coke  for  the  steel 
industry's  blast  furnaces.  As  such,  it 
commands  a  large  premium— today 
about  $20  a  ton— over  steam  coal, 
which  is  used  to  generate  electricity. 

Ted  Leisenring  didn't  inherit  all  of 
his  coal.  Back  in  1968,  when  earnings 
were  declining  and  the  coal  future 
clouded,  he  took  a  chance  by  acquir- 
ing two  other  companies,  to  the  tune 
of  some  $21  million  worth  of  stock. 
Last  year  those  two  companies  con- 
tributed some  $18  million  in  pretax 


profits.  Westmoreland  also  has  a 
lucrative  coal  brokerage  business, 
bought  at  the  same  time. 

Westmoreland's  contracts  are  al- 
most all  "evergreen"  contracts— a  con- 
tract running  for  as  long  as  both 
parties  want  it  to  run,  but  in  one-year 
periods.  Each  year  volumes  and  prices 
are  renegotiated,  unless  either  party 
terminates  the  contract.  In  reality,  an 
evergreen  contract  is  a  series  of 
short-term  contracts,  tied  closely  to 
market  price.  In  the  days  of  low,  low 
coal  prices,  big  coal  companies  like 
Peabody  were  writing  long-term, 
fixed-price  contracts  from  which  they 
are  still  suffering.  It  took  a  real  op- 
timist to  stick  with  evergreen  con- 
tracts as  Ted  Leisenring  did. 

Last  year,  after  price  controls  were 
released  in  the  spring,  prices  went 
wild.  The  Japanese,  "frantic  as  always 
in  a  seller's  market,"  says  Leisenring, 
finally  bid  metallurgical  coal  prices 
to  the  $80-to-$100-a-ton  range,  more 
than  double  early-year  prices.  As  fast 
as  Westmoreland's  evergreen  con- 
tracts came  up  for  renegotiation, 
they  were  extended  at  much  higher 
prices.  Even  today,  while  coal  prices 
are  off  those  peaks,  they  are  higher 
than  at  this  time  last  year,  particularly 
Westmoreland's  kind  of  coal.  So  West- 
moreland's new  contracts  will  con- 
tinue to  be  written  at  higher  prices 
for  a  while  yet.  In  fact,  Leisenring 
only  sees  problems  if  the  current  re- 
cession continues  past  the  third  or 
fourth  quarter.  Westmoreland  earned 
$10.60  a  share  last  year.  This  year 
will  be  even  better;  Leisenring  esti- 
mates $5  a  share  in  the  first  quarter. 

Indian  Sign 

Though  Westmoreland  is  in  the  big 
time  now,  Ted  Leisenring  preserves 
the       family-company       atmosphere. 


There  are,  for  example,  no  organiza- 
tional charts.  "That  sort  of  conformity 
would  take  the  fun  out  of  the  com- 
pany," he  says.  Leisenring  personal- 
ly bid  on  the  leases  to  mine  coal  on 
Crow  Indian  lands.  "I  really  enjoyed 
that  experience,"  Leisenring  told  us. 
"I  had  gone  up  to  Montana  to  bid 
on  the  lease  myself.  We  were  bidding 
against  a  very  big  company  group. 
To  my  surprise,  their  man  had  a 
limitation  we  didn't  have,  and  I  found 
out  how  to  bid  just  a  little  bit  more 
and  get  the  lease."  Leisenring  has 
good  reason  to  chuckle  over  that  one. 
The  lease  he  got  was  for  a  four-com- 
pany venture,  of  which  Westmore- 
land is  the  largest  holder,  at  36%.  The 
group  will  mine  1  billion  tons  of  low- 
sulphur,  sub-bituminous  coal.  It  got 
started  strip-mining  last  year,  produc- 
ing some  1.5  million  tons.  It  will  pro- 
duce 4  million  this  year  and  6  mil- 
lion next  year,  20  million  by  1986. 
All  the  coal  will  feed  utilities  in  the 
Midwest  and  as  far  south  as  Galves- 
ton, the  heart  of  oil  and  gas  country. 
It  only  sells  for  about  $5  a  ton,  but 
Westmoreland's  toal  investment  was 
$15  million.  When  the  mine  hits  full 
production,  Westmoreland  should  be 
able  to  earn  an  annual  return  of  100% 
on  its  investment. 

In  addition,  Leisenring  is  sinking 
some  $55  million  into  two  new  east- 
ern deep  mines,  to  turn  out  an  addi- 
tional 2  million  annual  tons  by  1978. 
While  the  rest  of  the  coal  industry 
does  little  more  than  talk  about  ex- 
panding its  capacity,  Leisenring  is 
committed  to  doubling  last  year's  out- 
put in  less  than  ten  years.  Best  of 
all,  if  profits  remain  at  or  near  the 
current  level,  Leisenring  will  be  able 
to  finance  this  huge  expansion  with- 
out having  to  put  his  company  heavily 
into  debt.   ■ 
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As  I  See  It 

A  Talk  With 

Iranian 

Finance  Minister 

Hushang  Ansary 


TT  he  red,  green  and  white  flag  of 
■  Imperial  Iran  with  its  scimitar- 
wielding  golden  lion  was  rippling 
slowly  beside  the  Stars  and  Stripes 
over  the  Park  Avenue  entrance  to 
Manhattan's  Waldorf  Astoria  Ho- 
tel. Up  in  the  Waldorf's  elegant 
Presidential  suite  was  Hushang  An- 
sary, Iran's  Minister  of  Finance  &  Eco- 
nomics, who  had  just  announced,  with 
Secretary  of  State  Henry  Kissinger,  the 
largest  economic  treaty  ever,  for  a 
five-year  exchange  of  goods  and  ser- 
vices of  at  least  $15  billion. 

The  day  before  he  returned  to  Teh- 
eran Forbes  asked  Ansary  to  explain 
the  implications  of  that  treaty. 

The  son  of  a  middle-class  banker, 
Ansary,  47,  was  educated  in  Japan 
and  the  U.K.  (the  London  School  of 
Economics).  He  is  a  businessman 
rather  than  a  bureaucrat,  having 
made  a  personal  fortune  importing 
textiles,  steel  and  manufactured  goods 
before  entering  public  service  15 
years  ago.  Like  most  self-made  men,  he 
is  proud  of  his  wealth.  "I  may  be 
worth  quite  a  few  pennies,"  he  says 
with  formidable  self-assurance,  "but 
I  made  it  all  myself." 

In  a  sense,  one  could  say  the  same 
for  the  Iranian  economy.  "This  is  a 
country,"  Ansary  says,  "that  had  a 
total  import  bill  45  years  ago  of  just 
$15  million,  of  which  the  largest 
amount  went  first  to  imports  of  re- 
fined oil  products  from  the  Soviet 
Union,  and  second  to  suspenders!  This 
year  our  import  bill  comes  to  $10  bil- 
lion—600  times  what  it  was  45  years 
ago.   Next  year  it  will  be  $14.5  bil- 


lion. 45?  more  than  this  year. 

"Point  two,  foreign  investment,"  he 
goes  on,  raising  another  finger.  (No 
need  to  refer  to  printed  statistics.  He 
knows  the  numbers  as  if  they  were 
about  his  own  business.)  "In  the  ten- 
year  period  preceding  1970,  foreign 
investment  in  Iran  averaged  only  $5 
million  a  year.  In  1970  it  went  up  to 
$10  million,  in  1972  it  was  $100  mil- 
lion, in  1973  $1.5  billion.  And  in  1974 
it  was  close  to  $3  billion." 

Now  that  exchange  controls  have 
been  lifted  completely,  he  goes  on, 
the  inflow  of  capital  into  Iran  has 
reached  flood  levels.  "And,  as  you 
know,"  says  Ansary,  like  a  poker  play- 
er laying  a  full  house  on  the  table, 
"our  gross  national  product  went  up 
33?  in  real  terms  last  year,  and  it  is 
going  to  go  up  41%  in  real  terms  this 
year,  16%  of  which  will  come  from 
the  nonoil  sector." 

That,  he  adds,  is  a  world  record. 

Can  a  developing  economy  with  a 
GNP  of  $41  billion  absorb  so  much 
new  capital  so  quickly  without  suf- 
fering ruinous  inflation  at  the  same 
time?  Ansary  smiles  tolerantly.  "Sim- 
ply spending  money  doesn't  increase 
the  rate  of  inflation,"  he  observes.  "It's 
the  way  you  put  it  to  use.  This  year 
Iran's  inflation  will  be  down  to  about 
12?  to  14%.  That's  a  reasonable  fig- 
ure, I  think,  given  the  rate  at  which 
the  economy  is  growing,  and  given 
the  fact   that  40%  of  our  inflation    is 


imported  because  we  are  heavily  de- 
pendent on  imports  from  industrial 
countries  of  machinery,  industrial  raw 
materials,  spare  parts  and  agricultural 
products.  Now  I  grant  you  that  the 
rapid  increase  in  the  rate  of  per- 
capita  income,  which  will  be  $1,274 
this  year  [vs.  around  $829  last  year], 
does  create  bottlenecks:  inadequate 
port  facilities,  transportation  systems, 
distribution  networks.  This  takes  a  lit- 
tle time.  That  is  why  inflation  go1 
as  high  as  23%  in  mid- 1973." 

But  the  Shah  moved  quickly,  An- 
sary explains.  He  forbade  "excessive" 
profit-taking  in  food  imports,  greatly 
liberalized  import  restrictions  on  non- 
luxury  items  (to  the  dismay  of  local 
industry),  installed  better  management 
in  port  facilities  and  halted  furious 
land  speculation  by  requiring  that  tin- 
second  buyer  of  raw  land  build  In- 
fore  reselling. 

The  new   $15-billion    trade   agree 
ment  with  the  U.S.,  like  the  $5-billioii 
one  with  France,  or  the  $3-billion  one 
with  the  Soviet  Union,  is  designed  to 
be   a  more   lasting   solution    to   those 
"bottlenecks."  Among  the  projects  the 
U.S.  and  Iran  will  work  on  are  an  en 
tirely    new    port    facility,    superhigh 
ways,  a  series  of  large  nuclear  pow 
er  plants,  20  prefabricated  housing 
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factories,  five  new  hospitals,  an  in- 
tegrated electronics  industry,  joint 
ventures  in  fertilizer,  pesticides,  farm 
machinery  and  processed  foods,  and 
of  course  a  major  thrust  into  petro- 
chemical joint  ventures. 

How  much  of  all  this  spending, 
one-third  of  which  is  military,  will 
yield  any  meaningful  benefit  to  the 
average  Iranian,  two-thirds  of  whom 
are  totally  illiterate?  Ansary  looks  con- 
cerned. He  is  well  aware  that  oth- 
er fast-developing  countries— notably 
Mexico  and  Brazil— have  been  sharp- 
ly criticized  because  their  industriali- 
zation has  benefited  only  a  minority. 
Iran  expects  the  good  things  to  be 
spread  around,  he  says.  "One  of  the 
most  important  bottlenecks  we  have 
at  the  moment  is  manpower,"  he  con- 
cedes. "And  obviously  that  need  will 
intensify  as  the  economy  becomes 
more  sophisticated.  That  is  why  part 
of  our  agreement  with  the  U.S.  in- 
volves the  establishment  of  150  mo- 
bile vocational  training  schools  in 
Iran  that  will  be  capable  of  training 
30,000  people  a  year,  as  well  as 
schools  for  teachers,  medical  person- 
nel and  other  technical  areas.  Our 
program  is  designed  to  eliminate  il- 
literacy entirely  in  about  20  years." 

Enlightened  Socialism 

We  must  have  looked  a  bit  skepti- 
cal, because  Ansary  pressed  the  point. 
"One  of  the  main  features  that  dis- 
tinguishes our  economic  development 
program  from  similar  development 
programs  in  other  countries  is  that 
we  have  tied  to  it  this  very  extensive 
social  reform  program.  Because  we 
wanted  to  ensure  a  more  equitable 
distribution  of  income.  In  industry  j  la- 
bor shares  up  to  20%  of  corporate  prof- 
its, for  example,  and  two  years  ago 
we  designed  a  scheme  under  which 
financial  assistance  is  provided  to 
workers  who  wish  to  buy  company 
stock— up 'to  49%  of  each  company. 
Already  -we  have  companies  repre- 
senting about  25%  of  Iran's  industrial 
output  under  this  program  and  in 
four  more  years  we  will  be  finished. 
The  program  has  moved  very  judi- 
ciously, however.  We  wanted  to  make 
sure  that  the  companies  selected  for 
this  purpose  were  profitable,  well 
managed,  competitive  and  growing." 

Already,  he  says,  there  is  a  flour- 
ishing little  stock  exchange  in  Tehe- 
ran. In  April  the  British  Chancellor 
of  the  Exchequer,  Denis  Healey,  will 
host  a  seminar  on  how  to  develop 
a  capital  market.  American  bankers 
will  follow  suit  shortly  thereafter. 


Are  there  enough  savings  in  so 
young  an  economy  to  support  a  capi- 
tal market?  Ansary 's  eyes  twinkle  with 
amusement.  "The  level  of  savings  in 
Iran  is  the  highest  in  the  world,  I 
think— about  43%,"  he  replies.  Cer- 
tainly, that  tops  the  U.S.  rate  of  8.5% 
and  even  the  frugal  Japanese  rate  of 
25%.  Of  course,  in  some  countries  such 
wealth  has  ended  up  in  Swiss  bank 
accounts,  we  observe. 

"Ah,  I  think  they  must  be  out  of 
their  heads  to  do  that  in  Iran!"  Ansary 
replies.  "I  do  not  wish  to  disparage 
anyone,  but  consider  the  recession 
that  is  now  prevalent  in  industrial 
countries  and  then  the  fact  that  the 
return  on  capital  in  Iran  is  today  the 
highest  in  the  world!  We  don't  have 
a  problem  with  flight  capital.  It  is  the 
other  way  round." 

What  about  those  overseas  invest- 
ments by  Iran,  like  the  $100-million, 
25%  interest  in  Germany's  Krupp  Steel? 
Or  assistance  of  the  sort  extended  to 
Grumman  and  presently  being  of- 
fered Pan  American  World  Airways? 
Won't  this  keep  excessive  capital  in- 
flow from  causing  inflation  in  Iran? 

"Only  in  part,"  Ansary  replies.  "It 
is  true  that  Iranian  investments  abroad 
would  divert  some  of  the  funds  at 
our  disposal  to  the  economies  of  oth- 
er countries  and  thus  keep  the 
amounts  of  funds  that  would  flow  in- 
to our  economy  within  reasonable  lim- 
its. But,  you  know,  compared  with 
certain  other  countries,  we  have  a 
much  more  extensive  program  for  the 
economic  development  of  our  coun- 
try. And  that  is  why  we  have  shown 
no  interest  at  all— and  this  continues  to 
be  our  position— in  short-term  invest- 
ments, or  in  buying  stocks,  or  in  hold- 
ing portfolios,  or  in  land  speculation." 

A  rather  thinly  veiled  allusion  to 
Kuwait  and  Saudi  Arabia  there.  .  .  . 

Actually,  Iran  has  never  actively 
sought  equity  investments  or  lending 
opportunities  in  any  foreign  enter- 
prise, he  continues.  "Proposals  come 
to  us,"  he  says.  "We  are  flooded  with 
them.  I  don't  count  them."  To  date, 
Iran  has  made  only  one  direct  invest- 
ment in  a  foreign  company— Krupp. 
There  are  no  immediate  plans  for  oth- 
er equity  investments.  The  implica- 
tion is  that  it  is  technology  Iran  seeks 
from  Krupp  and  Pan  Am,  not  merely 
a  cash  return  on  investment. 

Instead  of  direct  investments,  An- 
sary goes  on,  Iran  prefers  financial 
assistance. 

"You  see,  our  needs  are  so  great 
that  it's  only  a  temporary  period  dur- 
ing which  we  cannot  absorb  all  of  the 


In  Iran,  the  Shah  is  at  the  controls. 

funds  ourselves."  During  this  period, 
he  adds,  most  of  Iran's  surplus  funds 
are  flowing  not  to  the  U.S.  and  Eu- 
rope but  to  the  poor  countries.  "We 
have  already  committed  ourselves  to 
over  $10  billion  in  credit  assistance 
to  some  15  countries— mainly  India, 
Pakistan  and  Afghanistan." 

Swiss  bankers  have  begun  to  ask 
whether  even  Iran  can  afford  that. 
Says  Ansary:  "Our  foreign  assistance 
cannot  continue  unless  our  revenues 
continue  to  increase.  If  they  go  down, 
we  will  have  to  reconsider  this  as- 
sistance." Predictably,  Ansary  follows 
this  statement  with  a  defense  of 
Iran's  high-oil-price  policy:  "Oil  con- 
stitutes on  average  just  1.5%  of  the 
cost  of  industrial  goods."  Of  course, 
Ansary  is  a  good  enough  economist 
to  know  that  the  argument  doesn't 
hold  water:  The  re  il  issue  is  the  im- 
pact of  high  oil  costs  on  international 
prices,  not  domestic  ones. 

But  Ansary  is  making  a  much 
stronger  defense  of  Iran's  new  pros- 
perity, achieved  at  the  expense  of  the 
industrial  countries.  He  is  saying  that 
Iran  will  not  squander  its  growing 
wealth,  nor  use  it  in  internationally 
disruptive  ways,  but  will,  instead,  be 
recycling  it  in  ways  that  will  benefit 
everyone.  Sure,  we're  charging  what 
the  traffic  will  bear,  but  in  the  end 
you  will  benefit  because  Iran  at  least 
will  send  the  money  back  to  you  in 
the  form  of  trade.  Few  other  oil-pro- 
ducing states  can  say  as  much.   ■ 
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Saul  Steinberg  Revisited 


His  insurance  business  is  lousy. 

His  computer-leasing  business  is  lousy. 

But  Saul  Steinberg  is  still  riding  fairly  high. 


Thirty-five  floors  above  Park  Ave- 
nue. Saul  Steinberg,  35,  chairman  of 
Reliance  Group  ($1.4  billion  in  as- 
)  is  talking  on  the  phone  from 
his  plush,  rosewood-paneled  New 
York  office.  Reliance,  nee  Leasco,  was 
the  hot  computer-leasing  company 
that  bought  a  big  insurance  compa- 
re. At  29,  Steinberg  tried  to  take  over 
the  huge  Chemical  Rank. 

No,  Steinberg  assures  his  caller.  Re- 
liance isn't  in  trouble.  Definitely  not. 

Rut  what  about  last  year's  $6.60  a 
share  loss,  vs.  a  $2.55  profit  in  1973? 
What  about  that  surprise  $12-million 
write-off  in  computer  leasing?  The 
$40.8  million  in  capital  losses  Reli- 
ance took  between  November  and 
March  when  it  sold  big  chunks  of 
its  investment  portfolio? 

The  figures  don't  mean  what  you 
think,  Steinberg  says  over  the  phone 
with  the  exaggerated  patience  of  a 
Nobel  laureate  explaining  first-year 
calculus  to  a  class  of  dumbbells. 

Sure,  Steinberg  acknowledges,  last 
year  was  a  bummer.  Rut  then  it 
was  the  worst  year  since  1932  for  the 
insurance  industry,  and  Reliance  did 
better  than  many.  Ranked  as  the  16th- 
largest  stock  company,  Reliance  most- 
ly writes  automobile,  casualty  and 
property  insurance,  and  was  hit  by 
midwestern  tornadoes,  double-digit 
inflation,  low  rates  and,  in  Steinberg's 
eyes,  "irresponsible  price-cutting." 
Not  by  Reliance,  perish  the  thought, 
but  by  competitors.  Heck,  says  Stein- 
berg, warming  to  his  subject,  "it  cost 
us  30%  more  than  a  year  ago  to  put  a 
bumper  on  a  Chevrolet."  With  insur- 
ance rate  increases  up  10%,  vs.  1%  in 
1974,  he  says,  "we'll  do  better  now." 

What  about  computer  leasing, 
where  Steinberg  got  started?  Reliance 
has  a  portfolio  of  partially  depreciat- 
ed, partially  obsolete  IRM  360s  and 
370s  on  its  books  at  $168  million. 

Steinberg  was  ready  for  that  one: 
"Our  goal  is  very  simple.  We  want  to 
cash  out."  In  English  this  means  he'll 
take  the  cash  flow  from  computers 
and  use  it  to  pay  down  some  of  Re- 
liance's staggering  burden  of  debt— a 
current  $475  million.  In  effect,  he  will 
gradually  liquidate  the  original  com- 
puter-leasing business. 

Wait  a  minute,  though,  Mr.  Stem- 
berg.  Wasn't  that  $12-million  com- 
puter write-off  in  February  a  confes- 
sion   that    the    computers    wouldn't 


yield  the  income  you  expected? 

"That's  just  a  bookkeeping  charge," 
he  shoots  back,  arguing  that  the  com- 
puters are  still  throwing  off  an  an- 
nual S34.6  million  in  depreciation 
money.  That  cash  flow  will  far  ex- 
ceed the  million  or  two  he  expects  to 
lose  in  the  business. 

Then  what's  the  write-off  for?  "It 
gives  us  comfort,"  was  the  reply. 

Maybe  Reliance  will  need  more 
than  comfort,  however.  "Reliance," 
says  D.P.  Roothe  Jr.,  a  Reliance  com- 
petitor, "is  facing  $40  million  to  $50 
million  in  write-offs."  He  made  the 
point  that  his  Roothe  Computer  Corp., 
at  its  auditors'  insistence,  has  written 
its  computers  down  to  18%  of  original 
cost.  Reliance,  he  says,  carries  similar 
equipment  at  27%  of  original  cost. 

This  time  Reliance  referred  us  to 
its  executive  vice  president,  Jack 
Leatham,  38,  an  ex-banker  who 
joined  Reliance  in  1968. 

Yes,  Leatham  admits,  Reliance  for 
the  first  time  had  three  computers 
unleased  last  fall.  Many  more,  in  ef- 
fect, were  off  lease  because  the  ma- 
chines on  average  spent  60  days  in 
transit,  vs.  23  days  in  1973;  with 
money  tight,  more  firms  are  finding 
excuses  to  delay  deliveries. 

And  yes,  says  Leatham,  "Reliance 
will  have  a  qualified  auditors'  report." 

Will  Reliance  be  taking  write-offs 
on  the  installment  plan  year  after 
year?  Leatham  denies  it,  but  he  does 
concede  it  will  be  in  the  1980s  be- 
fore Reliance  gets  out  of  computers. 

How  about  that  $40.8-million  bath 
Reliance  took  in  selling  stock  from  its 
investment  portfolio— at  the  bottom  of 
the  market?  From  late  October 
through  February,  Reliance  sold  about 
$96  million  of  equities,  mainly  indus- 
trials. Interestingly,  Reliance's  audi- 
tors, Touche  Ross  &  Co.,  uncovered  a 
little  known  Securities  &  Exchange 
Commission  ruling:  Losses  can  be 
booked  in  one  year  even  if  they  occur 
in  the  next,  up  to  the  time  a  company 
issues  its  annual  report.  Neat.  Reli- 
ance takes  the  full  bloodbath  in  1974, 
a  bad  year  for  everybody,  and  starts 
1975  with  a  clean  slate,  plus  a  tax- 
loss  carryforward. 

Unlike  his  public  stockholders, 
however,  Steinberg  can  ride  out  these 
setbacks  Since  1972  he  has  reduced 
the  number  of  shares  outstanding  for 
Reliance  from  16.3  million  to  7  million. 


Steinberg  of  Reliance 

How?  First  by  getting  investors  to 
exchange  some  4.9  million  common 
shares  for  interest-bearing  debentures. 
And  then  by  tendering  $12.7  million 
in  cash  for  another  1.5  million  shares 
last  September.  Steinberg,  with  his 
father,  Julius,  and  brother,  Robert, 
now  owns  1.1  million  shares.  They 
didn't  tender  any  shares.  Without 
spending  a  nickel  of  their  own,  the 
Steinbergs'  stake  in  Reliance  has 
jumped  from  7%  to  15%.  Meanwhile, 
the  stock  market  has  turned  around, 
and  Reliance's  equity  portfolio  is  up 
about  $4  per  common  share. 

It's  little  wonder  so  many  individ- 
ual investors  have  sworn  off  the  stock 
market.  They  have  taken  quite  a 
beating  from  men  like  Saul  Steinberg. 
First,  his  enthusiasm  helped  push  his 
stock  as  high  as  $57  a  share.  Then  he 
persuaded  Reliance  Insurance's  stock- 
holders to  swap  their  dull  but  solid 
holding  for  his  paper— which  today 
has  a  far  smaller  value  than  their  Re- 
liance stock  once  had.  And  now  he's 
bought  out  investors  at  a  biu  discount 
from  book  value. 

Of  course  Saul  Steinberg  and  his 
family  don't  have  the  $90-inilli<>n  pa- 
per fortune  they  once  had.  Bui 
their  holdings  still  have  a  paper  value 
of  around  $8  million— as  against  tin  u 
original  investment  of  $25,000.  Stem 
berg  no  longer  has  his  Long  Island 
mansion;  his  prized  Picasso  and  col 
lection1  of  modern  realists  are  now 
more  modestly  housed  in  a  Manhattan 
apartment  Saul's  salary  last  year  was 
a  very  nice  $225,000.  Meanwhile, 
that  $8  million  worth  of  famiK  stock 
controls  $1.4  billion  in  assets.  The 
public  stockholders  may  have  been 
clobbered,  but  the  Steinberg!  remain 
in  pretty  good  thapi 

What    was   it   W.C.    Fields    used    to 

say?  Nevei  gtot  a  tuchu  mi  m  en 
break.  ■ 
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Imperiled 
Payouts? 


When  earnings  fall,  can  dividend 
cuts  be  far  behind?  Here's  a  list  of 
major  companies  whose  payouts  are 
well  above  50%  of  their  1974  earnings. 
A  number  of  them  have  payouts  that 
far    exceed    their    earnings.    In    this 


recession  year  the  list  includes  some 
of  the  biggest  names  in  American  in- 
dustry. Not  all  of  them  will  cut  their 
payouts,  but  many  certainly  will.  Al- 
ready two  of  the  biggest,  General  Mo- 
tors and  du  Pont,  have  led  the  way.  ■ 


Company 


1974 
Earnings 


1974 
Dividend 


Payout 
Ratio 


Earnings 

Decline 

1974  vs.  73 


Current 
Yield 


Price/ 

Earnings 

Ratio 


Recent 
Price 


Kroehler  Mfg 
Magic  Chef 
Maytag 

McGraw-Edison 
Mohasco 


0.61 

0.19t 

1.63 

1.06 

0.93 


0.80 
0.32 
1.40 
1.50 
1.20 


1.31 
1.68 
0.86 
1.42 
1.29 


76.8 
72.1 
25.9 
50.5 
57.9 


8.0 
6.6 
5.4 
11.8 
8.8 


16 
26 
16 
12 
15 


Wayne-Gossard                      0.25  0.60              2.40          71.6              13.7 

Western  Union                       0.25  1.40              5.60          83.7              10.7 

Westinghouse  Electric          0.31  0.97               3.13          83.0                6.6 

Whirlpool                                0.69  0.80              1.16          71.4                 3.3 

Zenith  Radio 0.63  1.39 2.21  78.3 73 

d-Deflcil  earnings.         t  Latest  12  months.  d-d-Deficit  to  deficit.         p-d-Profit  to  deficit. 


18 
53 
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10 

47/8 

261/b 
123A 
135/e 


4% 
13Ve 
143A 
24 
17% 


1974-75 
Price  Range 


Alberto-Culver  $0.33t  $0.36  1.09  66.3%             5.6%  19  6%  113/a-4 

American  Bakeries  d0.25t  0.20                 d  d-d                2.9  d  67/8            71/2-31/8 

AMF                                           1.19  1.24  1.04  62.2                 8.4  12  143A  24     -9 

Arkansas  Best  d1.51  0.42                 d  d-d                7.6  d  51/2  12V4-41/2 

Armstrong  Cork                     1.45  0.90  0.62  32.6                 3.5  18  253/s  323A-143A 

Armstrong  Rubber                 2.05  1.60  0.78  38.8  13.6  6  113A  225/8-1lV8 

Avis                                          0.64  0.40  0.63  67.4                 5.8  11  67/s  21V2-41A 

Bath  Industries                       0.07  0.40  5.71  97.5                 4.2  -  95/a  221A-35/8 

Bayuk  Cigars  d1.14  0.32                 d  p-d                6.9  d  4%            6     -35/s 

Buffalo  Forge                          1.04  1.20  1.15  55.9                 7.3  16  161/2  207/a-11 

Carrier  Corp                           0.38t  0.52  1.37  74.2                4.6  30  11%  17     -6 

Certain-teed  Products  d0.70  0.60                 d  p-d                6.1  d  97/a  193/b-61/2 

Clorox                                      0.83+  0.52  0.63  27.2                 5.0  13  10V2  143A-51/2 

Coca-Cola  Bottling,  NY         0.40  0.40  1.00  45.2                 5.2  19  73A  115/a-31/2 

Consolidated  Foods              2.09+  1.35  0.65  21.4                8.2  8  16%  247/8-10V2 

Cooper  Tire  &  Rubber  d0.85  0.72                 d  p-d                 8.5  d  8V2  141/2-5 

Federal-Mogul                       1.83  1.80  0.98  25.6  10.1  10  177/a  221/2-131A 

Ford  Motor                             3.86  3.20  0.83  57.7                8.6  10  371A  54%-283A 

FruehaufCorp                        1.91  1.80  0.94  52.6  10.4  9  173/e  257/a-13 

General  Portland                   0.26  0.80  3.08  70.5  10.8  28  73/a  133/a-41/8 

Grand  Union                          0.49+  0.80  1.63  61.1                 5.9  28  135/a  14V2-71/a 

Greyhound                              1.37  1.09  0.80  24.3                 8.8  9  123/a  185/a-93A 

Harris  Corp                             0.00  1.16  -  100.0                5.7  -  20%  331/2-13 

Kaufman  &  Broad  d0.97  0.16                 d  p-d                1.9  d  83/a  143A-21A 

Kayser  Roth                             0.91+  0.60  0.66  62.4                4.6  14  13  183A-81/a 


17V2-7V2 
63A-2V2 
28Va-16 
23V4-11V8 
21      -83/s 


Munsingwear  0.25  1.08  4.32  89.6  7.7  56  14  163A-93A 

Nabisco  2.85  2.30  0.81  +  3.6  6.6  12  345/a  43     -2Vh 

National  City  Lines  d5.71  0.90  d  p-d  13.3  d               63A  13     -43A 

Outboard  Marine  1.90+  1.20  0.63  55.9  6.4  10  183A  241A-10 

Peter  Paul 0.52  1.10 2.12  38.1  9.6  22  111/2  161/2-6 

Phillips- Van  Heusen  0.19+  0.43  2.26  85.5  7.8  29               5V2            95/s-33A 

Ranco  1.61+  0.92  0.57  33.5  9.6  6               95/a  15     -7Va 

RCA  1.45  1.00  0.69  39.3  6.7  10  15  211/2-91A 

Robertshaw  Controls  1.30  0.90  0.69  51.9  7.2  10  12V2  17V2-85/8 

AO  Smith 0.10  0.78 7.80  96.8 8J> - 9Va  14V2-6V8 

Sperry  &  Hutchinson  1.35  1.00  0.74  50.0  10.7  7               93/e  135/a-63A 

Tappan  d2.53  0.40  d  p-d  7.4  d                53/a            93/8-33A 

United  Inns  d1.54  0.10  d  p-d  2.5  d               4               85/a-13A 

U.S.Gypsum  1.70  1.60  0.94  41.4  8.1  12  197/e  233/e-13 

Victor  Comptometer  0.54  0.50  0.93  47.1  8.0  12               6V4            97/a-4 


67/a-27/8 
157/a-81/2 
26     -8 
293A-11 
315/8-93/a 
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Tennessee  Valley  Authority: 


The  Yardstick 
With  Less  Than  36  Inches 


With  the  energy  crisis,  public 
power  has  become  an  issue  again. 
Private  power  no  longer  seems  capa- 
ble of  doing  the  job— rates  have  been 
rising  in  quantum  jumps,  construc- 
tion programs  are  being  cut  to  the 
bone  and  half  a  dozen  or  more  major 
power  companies  are  in  serious  finan- 
cial trouble.  Is  public  power  a  viable 
alternative,  a  way  to  keep  the  power 
flowing  at  reasonable  cost? 

The  place  to  look  for  an  answer  is 
at  the  U.S.'  prime  exhibit  of  govern- 
ment power,  the  giant  Tennessee 
Valley  Authority.  Is  TVA  a  model  for 
what  the  whole  U.S.  power  situation 
ought  to  look  like? 

The  answer  is  that  TVA  is  suffering 
from  the  same  ills  that  beset  the  pri- 
vate power  companies.  In  September 
so  severe  a  power  shortage  threatened 
the  Tennessee  Valley  that  TVA  asked 
its  customers  to  cut  back  their  con- 
sumption by  20%  and  began  seriously 
drawing  up  a  schedule  of  mandatory 
allocations  in  the  event  that  volun- 
tary conservation  was  not  enough. 
And  the  power  shortage  was  only  the 


half  of  it.  For  decades  TVA  rates  were 
among  the  lowest  in  the  U.S.— and 
still  are— but  since  the  late  Sixties  they 
have  been  rising  at  least  twice  as 
fast  as  those  of  the  U.S.  power  indus- 
try at  large,  and  they  are  still  head- 
ed upward. 

The  TVA  was  one  of  the  more  dur- 
able creations  of  President  Roosevelt's 
New  Deal.  Here  was  a  project  for  de- 
veloping the  human  and  natural  re- 
sources of  an  area  very  nearly  as 
large  as  Great  Britain— 80,000  square 
miles  spread  across  seven  states  and 
encompassing  a  population  of  6  mil- 
lion. Power  generation  was  only  part 
of  its  mission.  Here  was  an  opportuni- 
ty to  demonstrate  that  government 
could  accomplish  by  plan  what  had 
previously  been  left  to  accident— flood 
control,  barge  navigation  systems  and 
hydroelectric  power  generation;  soil, 
water  and  wildlife  conservation;  fish- 
eries, forest  management  and  fertilizer 
research.  "What  we  wanted  to  do," 
says  TVA's  brisk,  brusque  chairman, 
Aubrey  J.  Wagner,  62,  "was  to  help 
the  people  of  the  region  use  their  re- 


sources in  ways  that  would  build  the 
region  economically  and  improve  the 
quality  of  life." 

Time  was  when  TVA  was  regarded 
as  a  very  creation  of  the  devil  by 
conservative  Americans,  and  man) 
private  power  executives  felt  threat- 
ened by  the  TVA's  role  as  a  "yard- 
stick" to  measure  their  own  rates.  Hut 
TVA  has  mellowed  over  the  decades, 
and  so  have  its  traditional  cnenm 
especially  since  TVA  abandoned  its 
territorial  ambitions  15  years  ago, 
Even  the  private  utilities  with  whom 
TVA  now  interchanges  power  at  19 
points  have  come  around,  tending  to 
view  TVA  as  just  another  utility. 
That's  how  TVA's  newest  and  young 
est  director,  William  L.  Jenkins,  38 
sees  it:  "I  think  it  has  to  be  viewed 
in  that  way.  The  problems  are  mutual 
problems,  and  we're  working  to  solve 
them  together." 

These  days,  TVA   and   the  private 
companies    share    the    MUne    enemies 
and  many  of  the  same  problems.  (  on 
gross  is  investigating  both  T\   \'s  rates 
and  its  widely  publicized  proposal  to 
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buy  giant  Peabody  Coal.  The  environ- 
mentalists have  been  after  it  as  a  pol- 
luter of  the  air,  a  despoiler  of  the 
landscape— "a  national  obstacle,"  is 
how  one  puts  it,  "to  the  enforcement 
of  the  Clean  Air  and  Mine  Safety 
Acts." 

Even  TVA's  long-standing  commit- 
ment to  low-cost  power  and  to  indus- 
trial development  is  no  longer  the  un- 
mitigated good  it  once  seemed  to  be. 
For  the  first  time,  TVA  is  coming  un- 
der attack  from  liberals  as  well  as  con- 
servatives, as  a  monster  and  a  mono- 
lith, as  unresponsive  as  any  19th-cen- 
tury monopolist  to  the  needs  and  as- 
pirations of  the  people.  "We've  al- 
ways been  involved  in  controversy," 
says  Wagner,  a  civil  engineer  who 
went  to  work  for  TVA  in  1934  and 
has  headed  it  since  1962.  "The  thing 
that's  new  this  time  is  that  people  in 
the  region  are  complaining— the  peo- 
ple who  live  here  and  have  for  a 
long  time." 

Behold  The  Octopus 

What  has  happened  is  that  circum- 
stances have  changed  the  Tennessee 
Valley  Authority's  basic  character. 
What  began  as  a  multiple-purpose 
regional  development  agency  has 
been  transformed  into  a  power-gen- 
erating system  so  huge  that  all  its  oth- 
er functions  have  become  subordinate 
to  it.  How  could  they  fail  to?  TVA's 
power  program  now  absorbs  close  to 
90%  of  its  $5.5  billion  in  assets,  all 
but  $49  million  of  its  more  than  $1- 
billion  capital  budget. 

Like  any  good  utility,  TVA  has 
been  active  in  industrial  development 
—in  fact,  that  was  originally  its  chief 
mission.  With  its  low-cost  hydroelec- 
tric base,  TVA  began  luring  large- 
volume  consumers  into  the  area,  the 
aluminum  industry,  for  instance,  and 
the  Atomic  Energy  Commission  (now 
the  Energy  Research  &  Development 
Administration).  So  successful  was 
this  effort  that  power  consumption 
soon  outstripped  first  the  hydro  re- 
sources that  created  it,  and  finally  the 
coal-based  generating  plants  that 
were  built^-to  sustain  it. 

Today  TVA  is  far  and  away  the 
largest  power  producer  in  the  U.S.  It 
generates  something  like  6%  of  the  na- 
tion's entire  power  output— 110  bil- 
lion kilowatt-hours,  a  third  more  than 
those  giants  of  the  investor-owned 
utilities,  American  Electric  Power  and 
the  Southern  Co.  In  the  fiscal  year 
ended  last  June  30  TVA  reported  a 
net  income  of  more  than  $106  mil- 
lion on  power  revenues  of  $883.6  mil- 
lion—$1.1  billion  if  you  consolidate 
the  sales  of  its  160  municipal  and 
cooperative  distributors. 

But  where  does  TVA  stand  as 
yardstick  for  its  industry? 


Certainly  over  the  years  TVA  has 
been  able  to  provide  power  at  lower 
rates  than  any  other  agency  in  the 
country,  public  or  private,  save  the 
big  federal  dams.  Last  year  TVA's 
residential  rates  ran  around  1.45  cents 
per  kwh,  more  than  50%  below  the 
3.04-cent  average  of  the  investor- 
owned  companies,  80%  below  the  8 
cents  averaged  by  Consolidated  Edi- 
son. (The  comparisons  are  not  exact. 
The  TVA  yardstick  operates  on  a 
June  30  fiscal  year;  the  private  utili- 
ties go  by  the  calendar.)  As  a  result, 
TVA's  customers  use  roughly  14,000 
kwh  a  year,  nearly  twice  the  national 
average.  TVA's  rates  are  so  favorable, 
in  fact,  that  a  good  third  of  its  resi- 
dential customers  heat  their  homes 
with  electricity  and  do  so  on 
the  average  for  something  like  $220 
a  year. 

These  residential  rates,  Wagner  ex- 
plains proudly,  reflect  TVA's  cost  of 
power  production.  "We  have  tried  to 
structure  our  rates,"  Wagner  says, 
"so  that  each  kilowatt-hour  is  sold  at 
a  price  that  covers  the  cost  of  produc- 
ing it.  No  user  subsidizes  any  other." 

TVA's  yardstick,  however,  is  less 
than  36  inches  long. 

As  private  utilitymen  have  always 
explained,  it's  easy  to  sell  public  pow- 
er at  low  cost  if  you  play  the  game 
by  different  rules.  And  TVA  does.  It 
pays  no  federal  income  taxes,  and  it 
has  the  advantage  of  a  considerable 
amount  of  low-cost  government  fi- 
nancing. But  that  doesn't  necessarily 
mean  the  true  cost  of  TVA  power  is 
lower.  The  tax  revenues  that  govern- 
ment loses  here  it  obviously  has  to 
,  make  up  elsewhere.  What  the  rate- 
payers gain,  the  taxpayers  lose. 

To  be  fair,  TVA's  tax  advantages 
are  not  what  they  once  were.  In 
1959  Congress  decreed  that  TVA's 
power  operation  should  become  both 
self-supporting  and  self-liquidating. 
Since  then  TVA  has  financed  its  ex- 
pansion in  the  open  market  just  as 
any  other  utility  does,  its  bonds 
selling  roughly  on  a  par  with  other 
triple  A  utility  bonds.  In  addition, 
TVA  is  required  to  pay  back  $20 
million  of  the  Government's  $1.3-bil- 
lion  power  investment  every  year 
plus  an  annual  dividend  on  that  in- 
vestment at  a  rate  based  on  the  av- 
erage interest  rate  paid  on  the  Trea- 
sury's public  obligations  at  the  start 
of  the  fiscal  year.  The  current  in- 
terest cost  is  7%,  or  $71.4  million, 
which  is  probably  comparable  with 
the  average  interest  that  a  private 
utility  pays  on  its  outstanding  debt 
But  now  TVA  can  also  borrow  mon- 
ey from  the  new  Federal  Financing 
Bank,  which  makes  money  avail- 
able to  federal  agencies  like  TVA  at 
rates  only  marginally  above  that  of 


Public  Benefit.  Over  the  years,  TVA 
spent  $263  million  in  flood  control, 
prevented  an  estimated  $1.1  billion  in 
flood  damage.  Above,  a  1944  flood  in 
Chattanooga  that's  unlikely  to  recur. 


U.S.  government  obligations.  Thus, 
when  TVA  balked  at  paying  nearly 
11%  for  short-term  money  in  the  open 
market  last  summe.',  it  managed  to 
borrow  it  somewhat  later  in  the  year 
from  the  Federal  Financing  Bank  at 
just  under  8%. 

TVA  continues  to  have  that  tax 
advantage  as  well.  True,  it  is  now 
required  to  pay  5%  of  its  revenues 
from  nonfederal  sales  to  local  com- 
munities in  lieu  of  taxes,  but  that  is 
only  half  the  rate  paid  by  the  private 
utilities.  More  important,  TVA  is 
totally  free  of  the  burden  of  federal 
income  taxes,  an  advantage  that 
has  also  come  to  mean  less  than  it 
once  did  since  a  large  number  of 
private  companies  no  longer  pay  any 
income  taxes  either— Southern  Co., 
American   Electric   Power    and   Con- 
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solidated  Edison  among  them. 

So  the  TVA  is  a  yardstick  of  sorts, 
but  not  one  with  three  feet. 

Look  at  the  comparative  figures.  It 
costs  TVA  on  average  83  cents  to 
produce  100  kilowatt-hours  of  elec- 
tricity—exclusive of  capital  costs  and 
taxes.  T\  A  sells  the  electricity  for  an 
average  rate  of  $1.14  per  100  kwh- 
for  a  markup  of  over  35%.  The  mark- 
up, of  course,  covers  tax  equivalents, 
interest  and  profit. 

H\  comparison,  the  average  private 
utility  generates  power  for  $1.32  per 
100  kwh  and  sells  it  for  $2.02-a 
markup  of  nearly  55%. 

But  that  doesn't  necessarily  mean 
that  TVA  is  more  efficient.  For  one 
thing,  202  of  TVA's  output  is  hydro- 
electric, the  cheapest  power  around; 
the  private  utilities  have  only  5%  hy- 
droelectric power  in  their  mix.  And 
don't  forget  that  TVA  pays  less  in 
taxes  and  has  an  advantage  in  the 
interest  it  pays  on  its  borrowing. 

But  the  really  critical  difference  is 
size.  Large-scale  power  production  is 
inherently  more  efficient  than  small, 
and  TVA's  power  costs  reflect  the  op- 
erating economies  of  a  single  giant 
system.  The  private  utilities'  power 
costs  reflect  the  average  cost— the  dis- 
economies, in  fact— of  operating  liter- 
ally hundreds  of  far  smaller  systems. 
Stack  TVA  up  against  a  large  private 
company  operating  under  more  or 
less  the  same  circumstances,  and  its 
commanding  lead  disappears.  Take 
American  Electric  Power,  for  instance. 
AEP's  power  production  is  less  than 
three-fourths  that  of  TVA,  and  a  mere 
1%  of  its  power  is  hydroelectric.  Yet 
for  all  that,  in  1973,  before  the  in- 
dustry's fuel  costs  exploded,  AEP  was 
able  to  match  TVA's  production  costs 
almost  exactly.  And  1973  was  not 
that  atypical. 

Thus,  what  TVA  justifies  is  not 
public  power,  but  the  economics  of 
large-scale  power  production— eco- 
nomics that  are  accessible  to  pub- 
lic and  private  companies  alike.  What 
the  experience  of  TVA  and  AEP  sug- 
gests is  that  large-scale  regional  merg- 
ers, breaching  state  lines  and  the 
jurisdictions  of  local  regulatory  com- 
missions, may  well  offer  a  more  ra- 
tional solution  to  the  industry's  long- 
term  cost  problems  than  any  reflexive 
turning  to  the  illusory  economies  of 
public  power. 

Rate  Regulation 

Ironically,  where  TVA  may  come 
closest  to  performing  a  yardstick 
function  these  days  is  in  the  rapidity 
with  which  its  rates  have  been  rising. 
In  the  late  Sixties,  really  for  the  first 
time  in  history,  inflation  finally  caught 
up  with  the  power  industry.  Since 
that    1967   turning   point   the   private 


November  1934.  The  President,  Mrs.  Roosevelt,  Chairman  Arthur  Morgan  tour 
TVA's  facilities.  The  Tennessee  Valley  Authority  was  created  by  Congress  in 
1933  and,  in  FDR's  words,  "clothed  with  the  power  of  government  but 
possessed  of  the  flexibility  and  initiative  of  private  enterprise." 


utility  industry's  average  residential 
rate  has  risen  32%.  By  contrast,  TVA's 
residential  rate  is  up  more  than  62%. 

Private  industry  operates  under  yet 
another  handicap  vus-d-vis  TVA.  A 
private  company  must  go  before  its 
regulatory  commission  to  get  a  rate 
increase;  TVA  sets  its  own  rates. 
What  the  foregoing  figures  really 
show  is  that  TVA  has  been  able  to 
keep  up  with  inflation,  while  the  pri- 
vate utilities  have  not.  From  the  rate- 
making  point  of  view,  TVA's  position 
is  ideal:  Its  rates  are  set  by  its  three- 
man  board  of  full-time  working  di- 
rectors—Wagner, Jenkins  and  Don 
McBride.  The  three  men  review 
TVA's  rates  every  three  months,  and 
eight  times  since  1967  have  seen  fit 
to  raise  them. 

In  setting  its  rates,  the  TVA  board 
has  only  a  limited  amount  of  discre- 
tion. It  is  subject  to  what  Wagner 
calls  "the  3.2  test,"  for  instance— a 
reference  to  a  provision  of  the  TVA 
Act.  This  requires  the  board  to  set 
TVA's  rates  high  enough  to  cover  its 
operating  costs,  interest  charges,  tax 
equivalents,  dividends,  repayments  to 
the  Government  and  however  much 
else  is  needed  for  reinvestment  or 
what  have  you.  "If  costs  go  up,  the 
rates  have  to  go  up  too,"  says  Wag- 
ner. And  go  up  they  have,  most  re- 
cently with  a  monthly  fuel  adjust- 
ment introduced  last  August  and  a 
$100-million  rate  increase  effective 
last  Jan.  1. 

TVA  is  thus  spared  the  regulatory- 
lag  that   is   slowly   forcing   many  pri- 


vate utilities  into  bankruptcy,  and  its 
board  is  able  to  pass  most— not  all — 
of  its  rising  costs  on  to  its  customers 
fairly  quickly.  Inevitably,  TVA's  cus- 
tomers have  complained;  but  be- 
cause each  director  is  appointed  to  a 
nine-year  term  by  the  President,  and 
that  appointment  is  then  confirmed 
by  the  Senate,  TVA  has  remained  re- 
markably free  of  local  political  pres- 
sure to  keep  rates  artificially  low. 

The  board's  principal  area  of  dis- 
cretion lies  in  just  how  much  "mar- 
gin" it  decides  to  retain.  In  the  first 
half  of  the  current  fiscal  year,  TVA 
fell  $26.3  million  short  of  passing  the 
3.2  test;  so  in  January  its  rates  were 
raised  high  enough  to  yield  an  esti- 
mated $67-million  margin.  In  times 
past  Wagner  used  to  talk  about  the 
need  for  a  margin  equal  to  10%  of 
sales— what  in  private  companies 
would  be  called  retained  earnings. 
However,  TVA's  rising  costs  have 
forced  Wagner  to  lower  his  sights  to 
8%  and  to  settle  this  year  for  what 
looks  like  less  than  6%. 

When  it  comes  to  talking  about  this 
equivalent  of  retained  earnings,  Chair- 
man Wagner  sounds  like  any  other 
utility  executive.  "In  the  long  run,"  he 
says,  "we've  got  to  get  that  margin 
up  to  15%.  If  we  don't  get  it  up  there, 
the  proportion  of  funds  borrowed  to 
build  a  new  plant  will  be  so  greet 
that  interest  costs  are  just  going  to 
be  more  than  they  ought  to  be. 

What  Wagner  is  saying  is  gignifi 
cant:  Unless  TVA's  customers  are  w  ill 
my  to  give  it  a  better  margin  oi  prof 
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it,  they  will  pay  in  the  long  run  in  the 
form  of  higher  interest  payments. 

At  the  moment,  TVA  is  settling  for 
a  lower  rate  of  overall  profit.  Last 
year  its  return  on  its  proprietary  cap- 
ital {i.e.,  equity  capital)  was  5.6%, 
vs.  9.5%  for  the  private  companies. 
Its  return  on  total  capital  was  6.4%, 
vs.  7.6%  for  the  private  companies. 
The  upshot,  however,  is  that  TVA's 
rate  of  equity  buildup  is  declining, 
and  it  is  having  to  borrow  increasing 
amounts  to  finance  its  current  expan- 
sion program.  Its  debt  ratio,  18%  five 
years  ago,  had  risen  to  53%  by  the 
end  of  1974  and  is  still  rising.  Such 
borrowing,  at  increasingly  high  rates 
of  interest,  simply  means  higher  rates 
for  future  customers. 

So  far,  the  full  impact  of  TVA's 
massive  nuclear  expansion  program 
has  been  blunted  by  the  industry 
practice  of  capitalizing  interest 
charged  to  construction.  But  the  cost 


supplier.  With  more  than  75%  of  its 
power  now  dependent  on  coal,  TVA 
alone  consumes  nearly  10%  of  the  U.S.' 
total  utility  coal  output. 

"They  have  enormous  purchasing 
power,  and  they  have  not  hesitated 
to  use  it,"  complains  one  supplier, 
R.W.  Baldwin,  head  of  Gulf 
Oil's  Energy  &  Minerals  subsidiary. 
"They're  totally  monopolistic,"  adds 
Ted  Leisenring,  chairman  of  West- 
moreland Coal,  which  does  not  sell 
to  TVA.  "They  have  driven  a  lot  of 
small  producers  out  of  business,  buy- 
ing below  cost,  with  no  regard  to  their 
future  viability.  For  20  years,  be- 
tween 1948  and  1968,  the  average 
price  of  coal  stayed  somewhere 
around  $4.50  a  ton." 

Without  denying  this  is  so,  TVA 
officials  explain  that  they  have  had 
no  choice.  As  a  federal  agency,  TVA 
is  required  by  law  to  buy  all  its 
supplies    under    competitive    bidding, 


Hullabaloo.  Last  January,  for  the  first  time  in  history,  TVA  reluctantly  began 
holding  public,  and  frequently  tumultuous,  board  meetings.  Above,  right 
to  left,  Chairman  Red  Wagner,  directors  Don  McBride,  Bill  Jenkins. 


will  begin  to  rise  rapidly  as  TVA's 
new  nuclear  plants  begin  coming  into 
commercial  production— two  units 
have  gone  commercial  in  the  past 
year,  a  third  will  do  so  by  the  end 
of  the  year,  with  two  more  slated  for 
operation  by  the  end  of  1977. 

The  capital  costs  of  these  nuclear 
plants  will  be  staggering.  To  add  22 
million  kilowatts  of  capacity  and  dou- 
ble the  system,  TVA  will  spend  close 
to  $10  billion  over  the  next  ten  years, 
most  of  it  borrowed  money.  "What 
that's  going  to  entail  in  the  future," 
says  Jenkins,  "is -'a  substantial  rate  in- 
crease just  to  compensate  for  the  cost 
of  borrowed  money.  Fuels  are  going 
up,  labor  is  going  up,  everything  is 
going  up.  We  are  going  to  have  to 
get  hold  of  the  situation." 

Much  of  TVA's  past  success  in 
keeping  its  costs  low  has  stemmed 
from  its  ability  to  browbeat  the  coal 
industry,   its   principal  raw  materials 


and  during  the  buyer's  market  that 
lasted  until  the  late  Sixties,  that  often 
produced  ruinously  low  prices.  By 
choosing  only  the  lowest  bids  offered 
to  it,  TVA  tended  to  encourage  not 
only  strip-mining,  which  is  generally 
lower  cost  than  deep  mining,  but  of- 
ten the  least  responsible  of  the  strip 
miners  in  the  business— fly-by-night  op- 
erators who  stripped  the  coal  and  all 
too  often  felt  no  obligation  to  attempt 
to  reclaim  the  land. 

"Mountain  by  mountain,  valley  by 
valley,"  says  Tom  Gish,  editor  of 
Whitesburg,  Ky.'s  crusading  Moun- 
tain Eagle,  which  this  year  forced 
TVA  to  open  its  board  meetings  to  the 
public,  "TVA  has  been  turning  the 
Tennessee  Valley  into  an  uninhabited 
and  uninhabitable  wasteland." 

But  the  Organization  of  Petroleum 
Exporting  Countries  has  taken  the 
coal  industry's  economics  out  of  TVA's 
hands.   Almost  overnight,  the  indus- 


try's surplus  was  wiped  out.  Coal  was 
called  upon  to  supplant  oil  and  nat- 
ural gas  as  a  boiler  fuel,  and  TVA 
found  itself  for  the  first  time  at  the 
mercy  of  its  suppliers.  In  September 
it  had  to  renegotiate  a  contract  it 
had  signed  in  1966  at  $3.45  a  ton 
for  $28.50  a  ton.  As  coal  prices  be- 
gan to  double,  triple  and  quadruple 
in  response  first  to  the  oil  boycott 
and  then  to  the  threatened  coal  strike, 
TVA  preferred  to  risk  a  major  power 
emergency  sooner  than  pay  the  $45 
and  $50  a  ton  private  utilities  were 
paying  in  order  to  assure  their  pow- 
er supply.  "We're  not  going  to  pay 
that  kind  of  price  for  energy,"  says 
TVA's  manager  of  power,  James  E. 
Watson,  "particularly  as  long  as  we 
can  build  our  stockpiles  without  it." 

But  during  most  of  1974  TVA  was 
painfully  unable  to  do  so.  The  prob- 
lem was  not  really  a  matter  of  price 
but  supply.  If  its  contracts  had  been 
met,  TVA's  supplies  would  have  been 
adequate,  but  deliveries  fell  about  30% 
behind  schedule.  A  rail  car  shortage 
was  part  of  it,  but  only  part.  As  the 
coal  shortage  mounted,  suppliers  be- 
gan to  pick  and  choose  among  their 
contract  customers,  and  all  too  often 
TVA  was  not  among  them.  From  close 
to  a  90-day  supply  at  the  beginning 
of  June,  TVA's  stockpiles  dropped  to  a 
low  of  34  days  during  the  strike  in 
December.  TVA  has  since  rebuilt 
its  stockpiles  to  the  64-day  level,  a 
hair  above  the  60-day-supply  levels 
that  constitute  an  emergency. 

TVA  is  no  longer  buying  coal  un- 
der competitive  bidding.  Its  suppliers 
simply  refuse  to  sell  any  more  on  that 
basis,  and  many  prefer  not  to  sell  coal 
to  TVA  at  all.  Right  now  TVA  is  buy- 
ing much  of  its  coal  under  25-week 
negotiated  contracts  and  paying  prices 
ranging  from  $20  to  $25  a  ton. 

Like  it  or  not,  the  price  of  coal  is 
no  longer  based  on  its  production  cost 
but  on  its  commodity  value,  and  when 
a  ton  of  coal  has  roughly  the  same 
energy  content  as  four  barrels  of 
oil,  and  when  oil  sells  at  either  $5.85 
or  $11  a  barrel,  depending  on  wheth- 
er it's  domestic  or  foreign,  a  coal  price 
of  between  $25  and  $40  a  ton  is  not 
so  far  out  of  line. 

Like  other  utilitymen,  Wagner  long 
ago  recognized  that  the  solution  to 
TVA's  supply  problem  was  to  acquire 
its  own  coal  reserves  and  so  get  its 
coal  at  little  more  than  mining  cost. 
Since  1961,  at  a  cost  of  nearly  $10 
million,  TVA  has  acquired  382  mil- 
lion tons  of  reserves,  which  now  pro- 
duce 5  million  tons  a  year,  roughly 
13%  of  TVA's  present  requirements. 
(Recently,  TVA  moved  to  protect  itself 
against  future  price  and  supply  prob- 
lems in  uranium  as  well,  acquiring  a 
half   interest   in   American   Nuclear 's 
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Cooling  Towers  at  TVA's  Paradise  plant  save  water,  cut  thermal  pollution. 


exploration  ventures  in  Wyoming.) 
Production  from  TVA's  own  re- 
serves is  being  expanded  to  7  million 
tons,  but  even  though  TVA  will 
probably  build  no  more  fossil-fuel 
plants,  it  will  continue  to  need  38 
million  to  40  million  tons  a  year  over 
at  least  the  next  ten  years  to  supply 
the  plants  it  already  has.  Which  is 
why  last  fall  TVA  made  its  boldest 
move  of  all.  It  put  in  a  reported  $1.2- 
billion  bid  to  acquire  Peabody  Coal, 
the  U.S.'  largest  coal  operator,  which 
Kennecott  Copper  is  being  forced  to 
divest  under  a  Federal  Trade  Commis- 
sion order.  Peabody  already  mines 
TVA's  reserves  under  contract  and 
supplies  a  third  of  its  present  coal 
needs.  The  proposal  brought  a  dis- 
senting vote  from  director  William 
Jenkins,  who  believes  the  price  is  too 
high,  and  a  flurry  of  opposition  in 
Congress  and  from  the  coal  industry. 
But  Wagner  sees  it  as  a  perfectly 
reasonable  move.  To  make  the  deal, 
Congress  will  have  to  permit  TVA  to 
raise  its  $5-billion  debt  limit— assum- 
ing the  FTC  permits  Kennecott  to  ac- 
cept its  bid,  a  decision  scheduled  to  be 
reached  sometime  soon. 

"One  of  our  desperate  needs,"  says 
General  Manager  R.  Lynn  Seeber,  "is 
a  yardstick  for  what  it  really  costs 
to  mine  coal.  If  it  costs  $15  a  ton, 
how  can  you  justify  making  a  $10 
or  $15  profit  on  it?"  Seeber  would 
use  the  Peabody  coal  as  yet  another 
yardstick,  this  time  to  keep  down  the 
price  of  coal.  That  might  indeed  be 
beneficial  to  TVA's  customers,  but  it 
is  a  big  question  whether  it  would 
be  good  for  the  country  as  a  whole. 
For  the  real  need  in  coal  is  not  just 
to  keep  it  cheap  but  to  develop  it  in 
quantities  sufficient  to  reduce  our  de- 
pendence on  imported  oil.  In  this  re- 
spect it  might  be  better  to  let  coal 
prices  rise  and  have  electricity  users 
pay  a  bit  more.  By  way  of  analogy, 
the  U.S.   is  about  to  pay  a  terrible 


price  for  a  decade  or  more  of  artificial- 
ly holding  down  the  price  of  natural 
gas— to  the  point  where  reserves  have 
been  depleted  and  the  whole  energy- 
picture  distorted. 

The  fact  is  that  what  Wagner  sees 
as  TVA's  principal  goals  are  probably 
contradictory.  You  cannot  necessarily 
produce  power  at  "the  lowest  possi- 
ble" cost  and  still  provide  a  valid 
yardstick  for  others  that  do  not  have 
the  same  advantages.  You  can  hold 
rates  down— as  TVA  has  proposed  to 
do— by  charging  the  cost  of  pollution 
control  to  dividends  rather  than  ex- 
penses, but  that  won't  indicate  what 
it  costs  to  produce  power  under  nor- 
mal conditions  in  the  U.S.  The  truth 
is  that  TVA  does  not  now  provide 
any  yardstick  of  what  it  costs  to  pro- 
duce power  in  a  free  market. 

Skewered  Yardstick 

Right  now,  TVA  customers'  electric 
bills  are  being  subsidized  by  cheap 
coal.  In  a  year  when  AEP  burned 
coal  at  an  average  cost  of  $18.56  a 
ton,  including  coal  it  mined  itself  at 
$15.25,  TVA  continued  to  average 
only  $8.61  a  ton.  Even  this  year, 
when  TVA  has  been  paying  three  and 
four  times  that  much,  the  average 
will  rise  to  something  over  $10  a  ton. 

But  consider  what  happens  when 
TVA's  contracts  begin  to  run  out:  "If 
the  average  price  of  our  coal  goes 
from  $10  a  ton  to  $25  a  ton,"  Wagner 
says,  "that's  $15  a  ton,  and  since  we 
need  roughly  40  million  tons,  that's 
$600  million  a  year."  And  if  prices 
remain  high,  Wagner  concedes  that 
TVA— like  most  other  power  compa- 
nies—could be  averaging  $25  a  ton 
in  little  more  than  three  years.  The 
Peabody  deal  might  rescue  TVA  from 
the  consequences,  but  it  would  make 
TVA  even  less  valid  as  a  yardstick. 

Meanwhile,  yet  another  tenet  of 
the  TVA  gospel  is  under  challenge. 
Times  have  changed  both  in  the  Ten- 


nessee Valley  and  elsewhere.  Indus- 
trial growth,  with  its  mounting  drain 
on  both  human  and  natural  resources, 
no  longer  seems  quite  the  blessing  it 
once  did.  There  are  many  who  feel 
that  TVA  should  readjust  its  vision 
to  comport  with  changing  notions  of 
what  the  good  life  consists  of.  Physi- 
cist John  Gibbons,  former  head  of  the 
fetleral  Office  of  Energy  Conservation 
and  now  head  of  the  University 
of  Tennessee's  Environment  Center, 
thinks  TVA  is  much  too  willing  to 
accept  the  necessity  for  open-ended 
growth.  He  argues  that  TVA  should 
be  looking  for  ways,  not  to  halt  the 
growth  in  demand,  but  to  shape  and 
direct  it  in  line  with  the  changed 
needs,  conditions  and  resources  of  the 
U.S.'  drastically  altered  energy  econ- 
omy. He  thinks,  for  instance,  that 
TVA  should  be  leading  the  industry 
rather  than  following  it  in  innovating 
in  areas  like  rate  structures,  conver- 
sion efficiency,  energy  conservation, 
reclamation  and  pollution  control. 
This,  in  many  cases,  might  mean 
dearer  power,  not  cheaper. 

One  such  imaginative  undertaking 
is  the  study  TVA  has  just  launched 
of  a  scheme  for  recycling  garbage  in 
the  TVA  area,  recovering  the  metals 
and  glass  contained  in  it  and  con- 
verting what  remains  into  a  fuel  for 
TVA  power  plants.  The  fuel,  it  is 
hoped,  can  be  produced  at  a  cost 
equal  to  $15  a  ton  coal.  But  the  eco- 
nomics matter  less  than  the  ability  to 
recapture  a  vision  of  TVA's  purpose 
more  appropriate  to  the  needs  of  its 
time— a  matter  that  may  in  the  end 
depend  on  whom  the  President  ap- 
points to  succeed  director  Don  Mc- 
Bride,  now  71,  when  his  term  runs  out 
in  May. 

Wagner  still  sees  TVA's  principal 
purpose  as  producing  power  at  "the 
lowest  possible  cost,"  and  Lynn  Seebci 
says,  "You  do  things  on  the  basis  of 
engineering  and  cost  and  environ- 
mental considerations,  not  on  wheth- 
er this  community  wants  you  or 
doesn't  want  you."  Tom  Gish  of  tin 
Mountain  Eagle  thinks  that's  the 
whole  trouble.  "TVA  has  forgotten 
the  humane  purposes  that  went  into 
its  creation.  It's  no  longer  concerned 
with  the  general  welfare  of  the  area 
and  the  people." 

Gish  may  be  overstating  the  case. 
But  whatever  TVA  was  supposed  to 
be,  it  certainly  wasn't  supposed  to 
end  up  the  U.S.'  biggest  and  lowest 
cost  power  company;  the  vision  was 
wider  than  that.  As  a  producer  of  low- 
cost  power,  TVA  certainly  wins  high 
marks.  But  as  a  living  demonstration 
of  the  moral  and  economic  superiority 
of  public— as  opposed  to  stockholder- 
owned— utilities,  TVA  most  certain!) 
has  not  proved  its  case.   ■ 
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Diamond  International 

doesn't  ever  expect  to  run  out 

of  basic  raw  material. 
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We  grow  our  own. 

Nearly  80  percent  of  our  products  begin  as  trees.  We  own  over 
1,400,000  acres  of  prime  timberland.  Pure  gold. 

We  take  care  of  our  own,  too.  Diamond  International  was  one 
of  the  first  companies  in  the  country  to  begin  scientific  forest 
management.  This  program  produces  highest  yields  and  con- 
serves our  woodlands.  It  also  assures  us  raw  material  reserves 
far  into  the  future.  Perhaps  forever. 

How  many  people  can  say  that  today? 

lOND  INTERNATIONAL 
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"Getting  things  done 

when  we  want  them  done 

is  a  lot  easier  with 

virtual  storage? 

Few  developments  so  greatly  enhance  the  usefulness  of  the  computer  as  does  virtual 
storage.  By  increasing  the  effective  or  "virtual"  capability  of  the  IBM  System/370  to  manage 
information,  virtual  storage  opens  the  way  to  a  wide  range  of  user  benefits. 

Here  three  companies  report  on  their  experiences  with  virtual  storage  systems. 

At  Pennwalt,"more  work 
processed  for  more  users'.' 


Pennwalt  makes  chemicals,  pharmaceuticals,  dental 
health  products  and  specialized  equipment. 


Pennwalt  Corporation  makes  and  sells 
chemicals,  health  products  and  specialized 
equipment  throughout  much  of  the  world.  In 
six  years  the  company  has  doubled  in  size,  with 
data  processing  demands  growing  even  more 
rapidly. 

In  response  Pennwalt  converted  to  virtual 
storage.  More  than  half  the  company's  domestic 
operations  are  expected  to  be  on  line  to  the 
central  computer  next  year. 

Conversion  is  taking  place  in  phases,  with 
little  if  any  disruption  in  service.  Almost  from 
the  start  dramatic  improvements  in  operations 
became  evident. 


"Getting  things  done  when  we  want  them  done  is  a  lot  easier  with  virtual  storage'1  says 
James  McGrath,  manager  of  EDP  services.  "Our  Model  145  computer  now  allocates  its  re- 
sources more  effectively.  It  processes  more  work  for  more  users —including  those  at  Pennwalt 
locations  remote  from  the  Philadelphia  headquarters'.' 

T.  R.  Bell,  general  manager  of  Pennwalt's  technological  center  at  King  of  Prussia,  Ra., 
agrees.  "For  example,  our  research  people  can  now  get  complex  technical  information  on  some 
18,000  compounds  in  a  matter  ot  minutes',' he  says.  "Before  virtual  storage  expanded  our  on-line 
capabilities,  they  might  have  had  to  wait  as  long  as  24  hours  for  such  information'.' 


The  Millville,  N.J.  plant  of  Wheaton  Glass 
is  a  major  producer  of  specialty  glassware. 


At  Wheaton  Glass,  "now  we  can 
run  big-computer  jobs!' 

The  data  processing  function  at  Wheaton  Glass,  a 
division  of  Wheaton  Industries  at  Millville,  New  Jersey, 
is  impressive  in  its  scope  and  variety. 

Six  major  areas  of  the  company's  operations  are  on 
line  to  the  central  computer.  A  wide  range  of  transactions 
can  be  processed  without  delay  through  interactive  vi- 
sual display  terminals.  The  company  can  thereby  react 
almost  immediately  to  most  customer  requests,  enhanc- 
ing customer  service. 

The  Model  125  computer  is  relatively  small.  Yet 
because  it  operates  under  virtual  storage  it  has  capabili- 
ties formerly  associated  only  with  much  larger  systems. 

"Virtual  storage  proved  to  be  the  answer  to  our 
growing  computer  workload','  says  Frank  H.  Wheaton, 
Jr.,  president  of  Wheaton  Industries.  "We  are  one  of  the 
few  firms  that  will  fill  emergency  orders  for  glassware  within  24  hours.  Our  computer  system 
under  virtual  storage  is  instrumental  in  making  possible  such  service  to  our  customers'.' 

At  Motorola,  "it's  the  key 
to  our  worldwide  data  system!' 

"We  strive  to  maintain  a  tight  de- 
livery schedule  for  our  customized  com- 
munications systems— worldwide.  Our 
two  Model  158s  with  virtual  storage  are 
the  key  to  a  worldwide  data  system  that 
helps  make  such  quick  deliveries  possible'.' 

So  says  Thomas  Koch,  manager  of 
international  manufacturing  operations 
of  the  Communications  Division  of  Motor- 
ola at  Schaumburg,  Illinois.  Plants  in  the 
United  States  and  abroad  now  share  a 
common  data  base  for  order  entry,  purchasing  and  material  control,  with  the  application 
running  under  virtual  storage  at  Motorola's  Chicago  computing  center.  As  a  result,  manu- 
facturing operations  are  closely  adjusted  to  product  demand,  production  can  be  scheduled 
with  closer  tolerances  and  shipment  dates  made  with  assurance. 

"Growth  is  a  fact  of  life  at  Motorola','  says  Koch. "  We  wanted  to  be  able  to  handle  constantly 
increasing  production  while  maintaining  our  high  standards  of  customer  service.  Virtual  stor- 
age has  been  of  immense  help  in  enabling  us  to  achieve  this'.' 

For  further  information,  call  your  local  IBM  Data  Processing  Division  office.  Or  write  IBM 
Corp.,  Dept.  83F-FO,  1133  Westchester  Avenue,  White  Plains,  N.Y.  10604 


Motorola's  Thomas  Koch  demonstrates  communications 
equipment  at  Schaumburg,  III.  division  headquarters. 


Computers  help  get  things  done. 


IBM 

Data  Processing  Division 


The  World  of  Fruehauf. 
Selling  and  maintaining  a  world 
of  trailers  around  the  world. 


If  you  feel  at  home  with  a  Fruehauf  trailer 
working  for  you,  Fruehauf  can  make  you  feel  at 
home  almost  anywhere  in  the  world.  Thanks  to 
an  international  network  of  Fruehauf  represen- 
tatives in  over  50  countries,  you  can  get  the 
same  expert  assistance  in  Bangkok  that  you  get 
in  Boise  or  Buffalo. 

And  because  we  know  there's  more  to  sales 


than  selling,  you'll  also  find  Fruehauf  parts, 
accessories  and  maintenance  programs  just 
about  anywhere  you  find  Fruehauf  trailers 
at  work. 

What  it  adds  up  to  is  an  international  sales 
and  service  setup  that  helps  keep  Fruehauf 
trailers  the  best-selling  trailers  in  the  world.  For 
a  look  at  this  world,  write  for  our  new  World  of 
Fruehauf  book:  Fruehauf  Corporation,  Dept. 
FO-45,    10900  Harper  Avenue,  Detroit,  MI 
48232. 

You'll  see  how  we've  gained 
an  international  reputation.  No 
matter  where  in  the  world  you 
happen  to  be. 


No.  Two-And  Proud  Of  It 


If  you  want  to  raise  temperatures  at 
Sperry  Rand's  New  York  headquar- 
ters, just  mention  Honeywell's  claim 
to  being  "the  other  computer  com- 
pany," No.  Two  behind  International 
Business  Machines.  "Honeywell  pulled 
a  fast  one,"  complains  J.  Paul  Lyet 
(pronounced  lee-ay),  the  slender, 
soft-spoken  former  accountant  who 
has  been  Sperry 's  chairman  and  chief 
executive  since  1972.  In  Lyet's  view 
there  are  two  "other"  computer 
companies,  and  Sperry  is  no  also-ran 
to  Honeywell. 

What  are  the  facts?  The  newsletter 
EDP  Industry  Report  estimates  that 
at  the  end  of  1974  Honeywell  had 
10%  of  the  world  computer  market 
and  Sperry's  Univac  division  8%,  based 
on  the  number  of  systems  installed 
with  some  adjustment  for  value.  Lyet 
counters  that  in  calendar  1974,  Unfc 
vac's  computer  revenues  shaded  Hon- 
eywell's: They  were  $1.27  billion,  vs. 
$1.23  billion  for  Honeywell. 

More  important,  Univac  leads  by  a 
country  mile  in  profitability.  Its  pretax 
profits  in  the  fiscal  year  just  ended 
are  estimated  at  $117  million.  Honey- 
well's pretax  computer  profits  last 
year  were  only  $53  million. 

Sperry  Rand  is  proud  of  these  prof- 
its because  they  didn't  come  easy.  As 
late  asv1965,  with  its  cumulative  losses 
close  to  $200  million,  Univac  looked 
like  a  goner.  Since  then  it  has  be- 
come Sperry's  biggest  moneymaker. 
Univac  provides  well  under  half  of 
company  revenues,  but  over  half  the 
profits.  Between  1971  and  1974  Sperry 
Rand's  earnings  per  share  more  than 
doubled,  (to  an  estimated  $3.65  for 
the  fiscal  year  ended  Mar.  31).  While 
other  parts  of  the  company  (farm 
equipment  and  machinery  and  con- 
trol systems)  did  well,  the  biggest 
gain  came  from  computers. 

More  than  any  other  single  move, 
what  really  made  Univac  profitable 
was  the  acquisition  in  1971  of  RCA's 

FORBES,   APRIL   1,    1975 


IBM  still  has 

the  lion's  share  of 

the  computer  business, 

but  it's  no  longer 

the  only  real  profitmaker. 

Sperry  Rand's  Univac  division 

now  is  handsomely 

in  the  black. 


computer  business.  Wisely,  Sperry  did 
not  buy  the  whole  RCA  operation. 
It  took  only  the  marketing  force  and 
customer  base,  leaving  RCA  to  liq- 
uidate separately  the  money-losing 
manufacturing  and  research  opera- 
tions. Before  that  Univac  had  lacked 
coverage  in  marketing  and  had  too 
small  a  customer  base  to  support  a 
really  profitable  computer  operation. 
Univac  also  seemed  to  take  good  care 
of  the  old  RCA  customers;  it  has  re- 
tained 90%  of  them  against  blan- 
dishments from  IBM  and  Honeywell. 
The  RCA  deal  gave  Univac  some 

Lyet  of  Sperry  Rand 


badly  needed  momentum;  Lyet  has 
seen  to  it  that  the  momentum  has 
not  been  lost.  A  modest  man,  Lyet 
gives  much  of  the  credit  for  Univac's 
success  to  his  able  predecessor,  J. 
Frank  Forster,  who  died  in  1972.  But, 
says  Lyet,  "In  the  1980s  I  don't  want 
to  be  in  the  position  of  having  some- 
one say,  'You  had  a  big  opportunity 
and  you  muffed  it.' ' 

What  Lyet  sees  is  a  chance  to  cap- 
italize on  Univac's  strong  technology 
in  communications-oriented  comput- 
ers, the  hot  product  in  the  field  today. 
Such  computers,  hooked  to  a  spread 
of  terminals  in  plants,  warehouses  and 
the  like,  give  information  to  managers 
at  once.  The  older  method,  known  as 
batch-processing,  required  that  infor- 
mation first  be  collected  at  remote 
points,  then  carted  manually  to  cen- 
tral processing  points.  Under  batch- 
processing,  information  might  take 
days  or  even  weeks  to  reach  top  man- 
agement. The  trend  has  been  to  com- 
munication-linked computers,  and 
Sperry  Rand,  not  IBM,  was  the  pio- 
neer. Already,  some  30%  of  the  world's 
computers  are  hooked  into  some  such 
communications  system;  that  figure 
could  be  50%  or  more  by  1977. 

Univac  started  making  communi- 
cations-oriented gear  in  the  early 
1960s.  The  Naw  wanted  a  computer 
system  that  would  enable  a  fleet  com- 
mander to  conduct  a  sea  battle  from 
the  bridge  of  one  ship.  Sperry  won 
the  contract.  When  the  other  com- 
puter-makers followed  IBM  into  the 
cheaper  and  more  salable  batch- 
processing,  Univac  decided  to  stay 
with  the  more  elaborate  systems.  Ex- 
plains Robert  E.  McDonald,  Univac's 
president  from  1966  to  1972  before 
moving  upstairs  to  become  Sperry's 
president:  "Businesses  were  building 
plants  all  over  the  place.  We  knew 
that  before  long  they  would  need  our 
kind  of  computer  capability." 

When     competitors     brought     out 
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SIDE 


From  baroque 
to  business 

Remember  the  plain  black  telephone? 

We've  come  a  long  way  from  that. 

Today,  our  telephone  customers  can  choose 
from  an  array  of  phones  that  weren't  even  a 
gleam  in  our  eye  a  couple  of  years  ago: 

Phones  with  a  continental  flavor.  Phones  with 
a  touch  of  the  twenties . . . 

Plain  phones,  chic  phones,  fancy  phones, 
kooky  phones. 

Our  telephones  can  be  very  businesslike,  too. 

Basic  sets  for  small  businesses . . . 

Electronic  switchboards  that  handle  50, 100, 
even  thousands  of  calls ,  automatically. 

To  say  nothing  of  intercom,  paging,  computer 
terminals,  microwave  systems  (and  the  good  old 
black  phone) . . . 

Telephones  and  systems  of  every  kind  and 
size  for  every  kind  and  size  of  human  need. 

For  23  million  people  who  think  of  us  as  their 
telephone  company. 


General  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 
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Marriotts  ESSEX  HOUSE 


Questions  and  Answers  on  Central  Rirk  Sou  A 


Find  Yourself  in  New  York  City 

Is  New  York  all  steel  and  stone;  glass 
and  granite?  Definitely  not.  The 
Essex  House  rises  handsomely  here 
on  Central  Park 
South  and  for  that 
very  reason  we  of- 
fer you  a  different 
point  of  view.  Our 
front  doors  open 
to  59th-and  the  Park  borders  it  all 
beautifully.  So,  in  addition  to  all  our 
comfort  and  convenience,  we  offer 
you  the  best  address  in  the  city. 


Information  Please 

Nobody  knows  everything  there  is 
to  know  about  New  York,  but 
we  do  our  best.  Just  ask.  Like  what's 
the  quickest  way  across  town  at  5: 15? 
Or  where's  the  nearest  place  to  buy 
tux  shirt  studs?  We  offer  the  sort 


of  service  you  won't  find  anywhere 

else  on 

Central  Park 

South,  ( £>^ 

because 

we  want  to 

make  you 

happy. 


You  've  Got  Our  Number 

Our  toll-free  reservation  number. 
Just  dial  800-228-9290  and  in  a 
matter  of  moments  you'll  have  a  con- 
firmed guest  room  waiting  for  your 

r  a'  Marriotts. 
ESSEX  HOUSE 

A 11  you  need  to  know  about  hotels  in  New  York. 

160  Central  Park  South,  New  York  10019. 

Telephone  toll-free  for  your  reservations: 

800-228-9290. 

Write  for  our  new  brochure. 


READ  YOUR  FUTURE  IN 
SEVEN  SECONDS  OR  LESS. 

Hornblower  makes  it  easy  for  you.  With  an  ingenious  calculator  called 
a  Commodity-Verier  that  tells  you  in  seconds  how  price  changes  in 
any  of  over  40  different  futures  contracts  affect  your  profits  picture. 
Hornblower  helps  commodity  traders  in  other  ways  too: 
through  full-time  commodity  specialists  who  have  direct 
hotlines  to  analysts  and  Moor  brokers.  And  through  Special 
Trade  Recommendations  combined  with  timely,  perform- 
ance-oriented research.  For  your  free  Commodity-Verter 
and  helpful  literature  on  trading  commodities,  just  mail 
the  coupon. 

Please  send  me  a  free  Commodity -Verier  and  literature.  F4 

NAME 


STREET 


CITY 


STATE 


ZIP 


TEL. 


(Business) 


(Home) 


HORNBLOWER 


hornblow:r^weeks-hemphill,noyes 

v_J ^Incorporated 

8  Hanover  St.,  New  York,  N.Y.  10004      (2 1 2)  742-7452 
Attn:  Commodity-Verter 


their  own  versions  of  Univac's  gear, 
Univac  had  the  inside  track  in  several 
markets.  For  example,  it  has  over 
20%  of  the  computerized  airline  res- 
ervations market,  ranking  second  only 
to  IBM.  It  has  26%  of  the  Japanese 
bank  computer  market,  vs.  IBM's  36%. 
In  the  U.S.  Government  market,  Uni- 
vac actually  is  bigger— in  numbers  of 
machines,  but  not  value— than  IBM. 

Now  Lyet  believes  he  has  both  the 
marketing  strength  and  the  technolo- 
gy to  gradually  increase  Univac's  mar- 
ket share.  His  strategy  is  simple: 
Steal  IBM  customers.  Last  June  Uni- 
vac brought  out  the  90/30,  a  small- 
to-medium-sized  computer  that  can 
accommodate  a  customer's  already- 
paid-for  IBM  programs.  The  90/30 
also  has  unusual  upgrading  potential: 
It  can  rent  as  a  simple  system  for 
$3,500  a  month,  or  be  upgraded 
to  a  more  sophisticated  $15,000-a- 
month  system.  Univac  claims  this 
gives  the  90/30  a  life  span  of  up  to 
ten  years,  double  that  of  an  IBM 
first-time  customer's  370.  The  target 
group  consists  of  IBM  customers  who 
are  trading  in  their  old  360s  and  Sys- 
tem 3s  for  communications  gear,  and 
who   would   normally   go   for   a   370. 

Besides  the  90/30,  Univac  intro- 
duced in  mid-March  an  updated  com- 
puter in  its  1100  series  that  will  give 
it  a  shot  at  even  more  IBM  370 
users.  Also,  Lyet  recently  paid  out 
about  $2  million  to  acquire  RCA's 
computerized  supermarket  checkout 
system,  a  field  in  which  it  will  com- 
pete with  IBM,  NCR,  Singer  and  oth- 
ers for  a  market  estimated  at  over  $1 
billion  by  1980. 

No  Time  For  Losses 

Univac  must  also  now  shoulder  the 
responsibility  of  straightening  out  the 
company's  troubled  Remington  office- 
equipment  business,  such  as  typewrit- 
ers, calculators  and  copiers,  which 
lost  some  $32  million  in  the  last  two 
years.  Lyet  makes  it  clear  that  this 
will  be  a  final  try:  "If  we  do  all  the 
correct  things  and  still  can't  make 
money  at  it,  we'll  get  the  hell  out." 
A  similar  fate  may  also  await 
Sperry's  consumer  products  opera- 
tions, which  in  the  last  two  years  has 
lost  $8  million  on  its  lines  of  electric 
shavers,   hot   combs   and   hair   dryers. 

Lyet  must  hang  tough  because  he 
can't  afford  to  support  moneylosns 
The  company  had  a  good  cash  flow 
in  fiscal  1974-75,  some  $283  million. 
But  it  needs  it  all  to  support  its  com 
puter  push:  and  that  $283  million 
may  shrink  a  bit  if  Sperry's  profitable 
farm-equipment  business  suffers  in 
the  current  recession. 

But  that's  the  computer  business: 
Even  getting  t<>  be  No.  Two  costs  a 
bundle.   ■ 
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"\fou're  paying  over  $25.00 
for  a  $13.95  car!" 
shouted  Mildred. 


"Every  office  has  a  Mildred.  She  counts  the  paper  clips  and 
checks  pencil  stubs.  So,  of  course,  she  was  quick  to  point 
out  that  Budget  rents  the  same  Vega  as  Hertz,  except  for  less 
money.  And  as  much  as  I  hated  to  admit  it,  Mildred  was  right. 

"On  my  last  trip  to  Dallas,  I  called  Budget,  and  there  was 
a  Vega  waiting  for  me  right  at  the  airport.  After  driving  to 
Sherman  and  back  (1 40  miles),  it  cost  $1 3.95  for  the  day. 
The  same  trip  in  a  similar  car  from  Hertz  would  have  been 
$28.19*.  You  pay  for  gas  with  both. 

"Mildred  makes  sense ...  I  guess  that's  why  I  married  her." 


The  difference  is  the  dollars  you  save. 


Budget 


rent  a  car 


95 

per  day 

No  Mileage 
Charge! 


r 


A  Transamerica  Company 


Chevy  Vega  or  similar  car. 
Pay  only  for  the  gas  you  use. 
At  participating  airport  locations. 


Budget  rents  Monte  Carlos,  Novas  and  other  fine  cars  at,  comparable  low  rates.       j&   &    £*y 

For  Super  Rez*  toll  free  reservations  anywhere  in  the  ^  ^P  q&y 

U.S.,  Canada  and  worldwide  call:  -*♦  jfr   &>     '  y 

800-228-9650 


(In  Nebraska,  call:  1-800-642-9910) 

©  1975  Budget  Rent  a  Car  Corporation  ot  America 


'Vended  by  Official  Airline  Guide   January  1.  197! 


For  information  about  money  saving  commercial  accounts  program,  call  Director  of  Corp-Rate  Sales  collect  312-641-0424. 


ENI's  Fine  Italian  Hand 

Some  members  of  Congress  want  to  put  the  Federal  Government 
into  the  oil  business.  Have  they  studied  the  example  of  Italy's  EN  I? 


Senator  Adlai  Stevenson  III  (Dem., 
111.)  has  offered  a  bill  calling  for 
a  federal  oil  company.  It  would  get 
first  crack  at  any  offshore  or  gov- 
ernment oil  lands  and  would  keep  its 
profits  low  in  order  to  keep  retail 
petroleum  prices  low. 

If  Stevenson's  colleagues  in  Con- 
gress want  to  see  how  such  a  compa- 
ny would  behave,  there  is  a  working 
example:  Italy's  Ente  Nazionale  Idro- 
carburi.  ENI  is  a  reasonably  success- 
ful oil  company.  It  has  not,  however, 
given  cheap  oil  to  Italians:  Gasoline 
now  costs  $1.81  a  gallon  in  Italy; 
some  70%  of  this  is  tax,  but  still, 
it  costs  55  cents  a  gallon  before  tax. 
Nor  is  ENI  a  benevolent  enterprise: 
Its  manipulation  of  power  makes  our 
own  private  oil  companies  look  posi- 
tively benign  by  comparison. 

ENI  was  set  up  in  1953  to  exploit 
newfound  deposits  of  gas  in  the  Po 
River  valley,  the  idea  being  that  the 
Po  gas  should  be  used  for  the  bene- 
fit of  the  Italian  people.  In  Italy, 
where  a  mixed  government-private 
economy  has  existed  since  Mussolini's 
time,  the  idea  was  not  hard  to  sell. 

But,  like  most  government-spon- 
sored enterprises,  ENI  has  swelled  out 
of  all  proportion  to  its  original  intent. 
Today  it  is  a  $7-billion  (revenues) 
company,  deep  into  oil  and  gas  on 
an  international  scale,  as  well  as  in 
chemicals  and  in  textiles.  It  is  a  mon- 
ument to  a  remarkable  man  and  em- 
pire builder,  the  late  Enrico  Mattei. 

It  was  Mattei,  then  running  a  state- 
owned  oil  exploration  outfit  that  he 
had  been  ordered  to  liquidate,  who 
bullied  the  Italian  parliament  into  set- 
ting up  ENI  in  1953.  Mattei  priced 
his  Po  River  gas  high,  in  relation  to 
oil  prices,  in  order  to  build  up  the 
capital  of  his  company.  For  Mattei, 
as  much  as  for  any  private  oilman, 
the  name  of  the  game  was  profit. 

Sure,  the  state  put  up  the  initial 
capital  for  ENI,  $59  million,  in  1953. 
But  from  that  time  until  his  death  in 
1962  Mattei  never  went  back,  cap  in 
hand,  to  the  government.  To  do  so 
would  have  given  the  politicians 
too  much  control  over  him.  "Mattei 
built  ENI  by  working  with  the  banks," 
says  a  company  spokesman  today. 

And  when  Mattei  needed  some  leg- 
islation favorable  to  his  ENI?  He  used 
ENI  money  to  stuff  the  pockets  of 
every  politician  he  could  find,  regard- 
less of  party,  regardless  of  whether 
they  were  friends  or  foes. 

When  Italy  failed  to  produce   the 


Enrico  Mattei  (right)  imparts  to 
Italy's  Premier  Alcide  de  Gasperi 
in  1953  his  vision  of  what  ENI's 
first  gas  pipeline  could  become. 


oil  Mattei  knew  it  needed,  he  went 
abroad,  making  foreign  policy  as  he 
went.  When  the  international  oil  ma- 
jors would  not  let  ENI  into  their 
Middle  East  concessions,  he  under- 
cut them.  In  1957  he  offered  Iran 
50%  ownership  of  an  oil  concession  in 
that  country.*  Iran  got  not  only  the 
50%  tax,  but  another  25%  as  a  result 
of  its  ownership— plus  a  royalty.  The 
major  oil  companies,  then  paying 
Arab  and  Iranian  oil  producers  a 
straight  50%  tax  plus  royalty,  were  fu- 
rious. Mattei  got  his  oil,  but  it  was  ex- 
pensive by  the  standards  of  the  time. 

In  1961  Mattei  concluded  a  deal 
to  bring  Russian  oil  to  Italy,  dragging 
a  nervous,  heavily  Catholic  country  in- 
to the  vanguard  of  Western  nations 
trading  with  the  Communist  East.  In 
1962,  it  is  reliably  believed,  Mattei 
was  negotiating  with  the  Algerian  Na- 


"This  was  only  the  second  offer  of  ownership  of 
the  oil  to  a  producing  country.  The  first  was  when 
Mattei  in  1955  negotiated  co-ownership  with  Egypt 
in  what  became  the  Abu  Rudeis  oil  fields  in  the  Sinai 
Desert.  ENI  still  works  those  oil  fields,  gets  paid 
from  the  current  holdsr  of  the  Sinai. 


tional  Liberation  Front  for  future  sup- 
plies from  Algeria;  the  French  still 
controlled  Algeria,  however.  In  1962 
Mattei  died  in  the  crash  of  a  small 
plane.  It  is  widely  believed  in  Rome 
today  that  French  forces  opposed  to 
independent  Algeria  killed  him. 

When  he  died,  ENI  had  not 
achieved  its  original  objective  of 
bringing  cheap  energy  to  Italy.  It  had, 
however,  helped  rupture  the  West's 
united  front  on  oil,  and  thus  helped 
pave  the  way  for  today's  prices. 

Depending  on  how  you  look  at  it, 
Mattei  was  either  shortsightedly 
greedy  or  foresighted  in  seeing  that 
the  balance  of  power  was  swinging 
toward  the  countries  that  possessed 
the  oil.  This  much  is  in  his  favor:  His 
policy  of  cooperating  with  the  pro- 
ducing countries,  if  more  generally 
followed,  might  possibly  have  averted 
the  severity  of  the  price  increases.  As 
far  back  as  1971  ENI  was  calling 
for  producer-consumer  agreements, 
whereby  the  industrial  countries 
would  not  simply  pay  money  for  oil, 
but  would  trade  technology  and  indus- 
trial development  as  well.  What  ENI 
was  advocating  in  1971,  the  big  pow- 
ers are  doing  in  1975;  only  last  month 
the  U.S.  proudly  announced  a  multi- 
billion-dollar  trade  and  technology 
agreement  with  Iran.  In  such  ventures, 
ENI  led  the  way,  in  effect  getting 
oil  for  goods  and  services  that  would 
help  develop  the  oil  countries.  Where 
the  major  powers  simply  said,  "Here's 
your  cash,"  Mattei  was  asking,  "What 
can  we  do  for  you?" 

Face  To  Face 

Mattei  was  also  an  advocate  of  a 
dialogue  between  producing  govern- 
ments and  consuming  governments 
rather  than  of  the  existing  practice 
of  using  the  international  oil  compa- 
nies as  go-betweens.  Says  Giuseppe 
Sfligiotti,  ENI's  University  of  Califor- 
nia-educated director  of  planning:  "In 
1971  we  said  the  time  was  overdue 
for  agreements  between  consumers 
and  producers.  We  were  bitterly  crit- 
icized for  this,  because  the  majors 
said,  'No,  keep  government  out  of 
this.'  .  .  .  Maybe  if  we  had  moved  a 
little  earlier.  .  .  ."  This  principle,  loo. 
has  now  been  widely  accepted. 

Now  ENI  is  pioneering  another 
stage  of  such  cooperation.  It  is  aego 
tiating  with  Iran  on  a  deal  that  would 
give  the  Shah's  Iranian  National  Oil 
Co.  50%  ownership  of  throe  refineries 
and  5,000  filling  stations  in   Italy  and 
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We  want  you  to  feel  as  good 
about  flying  our  airline  as  we  do 


Since  we're  paid  to  fly  Pan  Am  and  you're  Food  and  drinks  to  satisfy  your  tastes, 

not,  the  best  way  to  make  you  feel  as  good  about  And  reservations  people  who  take  the  time 

flying  our  airline  as  we  do  is  by  giving  you  terrific  to  make  sure  your  trip  is  set  up  exactly  the  way 

service.     .  you  want  it. 

Planes  on  time.  Baggage  handled  carefully  That  way,  when  your  flight  is  over, you'll  find 

and  quickly.  that  it's  also  paid  you  to  fly  Pan  Am. 


The  spirit  of  75. 


See  your  Travel  Agent 


.mother  2,000  marketing  outlets  in 
Germany,  France,  Switzerland  and 
Austria,  as  well  as  throughout  Africa. 
Iran  would  get  the  experience  of 
working  directly  in  Western  markets 
and  for  it  would  pay  with  a  long- 
term  supply  of  oil  for  all  of  ENI's 
properties,  not  just  the  joint  venture. 

What  is  holding  up  the  deal  is 
equally  significant:  Iran  has  stated 
that  it  must  make  a  profit  on  the 
deal.  To  which  ENI  has  responded: 
Yes,  you  can  make  a  profit  and  we 
certainly  hope  you  do.  But  nothing  is 
certain  in  a  business  venture.  There 
are  no  free  lunches.  The  Iranian  ne- 
gotiators profess  not  to  understand 
this.  Iran  wants  a  fixed  price  with- 
out a  discount  for  its  oil.  ENI  says 
either  the  price  is  flexible  and  comes 
with  a  discount,  or  the  joint  venture 
must  be  free  to  buy  oil  in  the  future 
where  the  price  is  most  attractive. 
Whether  this  deal  becomes  reality 
or  not,  the  point  is  clear:  ENI,  the 
state  company,  is  arguing  like  any 
other  oil  company  about  the  pri- 
macy of  the  market. 

ENI's  Sfligiotti  thinks  the  reason 
for  such  delavs  is  that  the  producers 
don't  want  to  commit  themselves 
while  the  current  situation  remains 
confused.  But  he  also  looks  ruefully 
back  to  1971  when  the  producing 
countries  wanted  such  deals— but  at 
much  cheaper  prices  for  their  oil.  "In 
1971  the  producers  had  the  problem 
of  lack  of  money.  They  were  willing 
then  to  increase  production— not  taxes 
—to  get  the  money,  if  they  got  techni- 
cal help  along  with  it.  The  European 
Economic  Community  could  have 
taken  steps  then  of  assuring  outlets 
for  the  oil.  It  didn't.  Today  the  pro- 
ducers don't  need  the  money,  but 
they  still  need  technical  help."  ENI 
is  prepared  to  pay  them  in  what  they 
need.  So,  now,  apparently  is  the  U.S. 

ENI's  Iraq  deal  is  typical  of  the 
company's  flexible  approach.  To  help 
pay  for  Iraqi  oil,  ENI  has  called  out 
its  technical  forces:  the  engineering 
and  design  firm  Snamprogetti,  the 
construction  and  pipeline-laying  firm 
Saipem,  the  small  research-oriented 
water  resources  company  Idrotecnico 
and  an  independent  Italian  agri- 
business company.  They  will  try  to 
make  the  Iraqi  desert  bloom  as  it  did 
when  the  Tigris  and  Euphrates  river 
valleys  were  the  font  of  civilization. 
ENI  also  is  building  a  pipeline  for 
Iraq  that  will  lessen  that  country's 
dependence  for  access  to  the  sea  on 
its  neighbors,  Syria  and  Turkey. 

"We  have  the  advantage  of  being 
Italian  and  therefore  not  one  of  the 
great  powers,"  says  an  ENI  official,  ex- 
plaining how  politics  don't  impede 
the  company.  But,  as  a  Saipem  engi- 
neer notes,  the  power  advantage  cuts 


SNAM  pipelines,  like  this  one  over  the  Po,  extend  even  to  Holland  and  Russia. 


both  ways.  Saipem  had  hoped  for  a 
big  job  from  Iraq  constructing  a  deep- 
water  terminal  in  the  Persian  Gulf 
(spelled  Arabian  Gulf  when  in  Arab 
countries)  but  the  work  went  to 
Brown  &  Root  of  the  U.S.  "So  much 
is  politics  in  that  part  of  the  world, 
and  we  suffer  the  disadvantage  of 
not  being  a  great  power,  too,"  said 
the  engineer. 

Where  once  the  Italian  state  com- 
pany was  at  a  disadvantage  in  buying 
petroleum  from  the  international  oil 
majors— it  must  purchase  66  million 
barrels  a  year,  about  one-third  of  its 
own  requirements— now  it  can  buy 
from  producing-country  governments 
at  something  closer  to  an  equal  foot- 
ing with  the  majors.  The  higher  price 
of  oil  has  made  deep  drilling  in  the 
Po  Valley  economic,  and  ENI  has 
come  upon  deposits  at  5,500  feet,  esti- 
mated to  date  at  290  million  barrels 
of  oil  and  1.7  trillion  cubic  feet  of 
gas.  The  company  is  optimistic  that 
there  is  more  oil  and  gas  deep  under 
the  Po  Valley. 

No  Hiding  Place 

The  reported  profit  margins  of  ENI 
companies— pace,  Senator  Stevenson- 
are  low.  But  that  is  not  because  they 
are  bringing  energy  any  cheaper  to 
Italy  than  anyone  else;  it  is  because 
they  charge  off  huge  amounts  of  de- 
preciation, plowing  the  money  back 
into  the  business.  About  what  our 
own  oil  companies  do  with  their  prof- 
its and  cash  flow:  Again,  there  are  no 
free  lunches  in  the  oil  business. 

The  ENI  group  plans  expenditure 
of  over  $9  billion  in  the  next  five 
years— some  $2  billion  of  it  for  ex- 
ploration and  development  of  oil  and 
gas  from  the  North  Sea  to  the  Congo 
River.  You  don't  finance  that  kind  of 
investment  by  charging  low  prices. 

The  amount  indicates  growing  im- 
portance and  ambition.  Traditionally, 
ENI  was  to  contribute  20%  of  Italy's 
energy,  leaving  room  for  major  oil 
companies  with  diversified  sources  of 
supply  to  bring  Italy  cheap  energy. 
But  today,  as  ENI  natural  gas  boss 
Giovanni  Molinari  says,  "The  role  of 
the  oil  companies  is  diminished  and 
the  producing  countries  enhanced.  So 


the  government  says  ENI  should  have 
40%  of  the  energy  market."  Last  year 
it  achieved  30%. 

But  is  ENI  efficient?  Aren't  state 
companies  usually  mere  employment 
agencies,  places  where  jobs  are  given 
as  political  favors?  The  answer  from 
competitors  and  bankers  in  Italy  is 
that  ENI  is  quite  efficient  at  the  top, 
but  perhaps  10%  to  15%  overmanned 
down  below  where  "little"  jobs  prolif- 
erate. ENI  employment  costs,  at  18% 
of  revenues,  look  pretty  high  com- 
pared with  those  of,  say,  Standard  of 
Indiana  at  11%,  and  way  out  of  line 
with  Exxon's  7%,  Mobil's  8%  and  Tex- 
aco's  8.5%. 

But  ENI  spokesman  Giuseppe 
Leuzzi  points  out  that  the  central 
businesses,  that  is  the  oil,  gas  and 
construction  operations,  employ  only 
about  15%  of  the  labor,  but  produce 
over  80%  of  ENI's  $7  billion  in  rev- 
enues. (As  a  price  for  political  sup- 
port, ENI  in  its  early  days  agreed 
to  take  over— and,  in  effect,  subsidize 
—an  old  woolen  company  that  was 
failing;  this  venture,  having  nothing 
to  do  with  oil,  accounts  for  a  big 
part  of  ENI's  employment  rolls.)  In 
the  end,  then,  ENI  is  a  reasonably 
efficient  oil  company. 

ENI's  current  chairman  is  no  En- 
rico Mattei.  He  is  an  engineer  named 
Raffaele  Girotti.  His  job  is  up  for  re- 
newal, but  it  is  not  a  board  of  di- 
rectors looking  at  ENI's  profitability 
who  will  decide  whether  Girotti  con- 
tinues. No,  it  will  be  the  politicians 
bartering  and  trading  amid  Italy's 
Byzantine  political  life. 

Maybe  that's  one  reason  why  Sen- 
ators Stevenson,  Jackson,  Church,  et 
al  are  in  favor  of  a  state  oil  compa- 
ny: so  they  could  pass  on  the  jobs 
of  the  independent  men  who  are  to- 
day named  Jamieson,  Granville,  War- 
ner, Dorsey,  Haynes  and  Bradshaw. 
Credit  ENI  all  you  like  for  its  fore- 
sight in  seeing  that  the  producing 
companies  would  demand  and  get  .i 
better  deal.  But  in  terms  of  cheapn 
oil  and  in  terms  of  freedom  from  po- 
litical pressures,  ENI  has  been  no 
bargain  for  the  Italians.  Why  should 
a  U.S.  federal  oil  company  be  bel 
ter— or  even  as  good?  ■ 
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The  Quiz  Biz 


TV  game  shows  a)  account  for  40%  of  all 
weekday  viewing,  b)  are  TV's  most  profitable  programs, 
c)  are  frivolous  time-fillers  or  d)  all  of  the  above? 
(Awiunp  joj  p  si  J3MSUB  aqi) 


If  you  were  stumped,  you've  been 
missing  out  on  the  hottest  thing  on 
television.  Next  time  you're  home  on 
a  weekday,  turn  on  and  tune  in  (your 
set,  of  course).  Then  root  for  con- 
testants playing  human  ticktacktoe 
with  nine  celebrities.  Marvel  at  cou- 
ples scrambling  through  a  giant  maze 
in  search  of  the  jackpot.  Guffaw  at 
women  dressed  up  as  turnips  trading 
dollars  for  hidden  prizes.  And  test 
your  wits  with  questions  like:  The 
book,  King  Cohn,  is  about— a)  the 
7th   Ave.    garment  business,  b)    the 


movie  business  or  c)  a  Jewish  gorilla? 

('AX  uo  n0^  SuiJreMB  Xauoui  otp 
jo     jpitin     ,/q,,     passonS     noX^  ji) 

Actually,  if  you've  never  seen  "Hol- 
lywood Squares,"  "The  Money  Maze," 
"Let's  Make  a  Deal"  or  any  of  the  oth- 
er 25-odd  game  shows  on  the  air, 
chances  are  you're  a  Trappist  monk. 

Madness,  you  say?  Of  course,  but 
there  is  money  in  the  madness.  Gone 
are  the  big  (rigged)  money  shows  of 
the  Fifties  such  as  "Twenty-One"  and 
"The  $64,000  Question"  (see  "Prime 
For  Prime  Time?"  on  p.  47).  But  in 
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All  My  Children 

As  the  World  Turns 
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Let's  Make  A  Deal 
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The  Edge  of  Night 
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Another  World 
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Somerset 

The  Money  Maze 

Mike  Douglas 

Diamond  Head 

Movie 

their  place  is  an  army  of  quizzes  that 
dominate  the  major  networks'  day- 
time schedule. 

A  Hollywood  producer,  who  pilots 
game  shows  as  well  as  his  own  plane, 
boasts:  "This  is  the  only  business 
where  you  start  with  a  dime  for  a 
phone  call  and  end  up  making  a  mil- 
lion dollars." 

Popular  nighttime  shows  such  as 
"Kojak"  and  "The  Waltons"  command 
the  critical  acclaim  and  the  big  bud- 
gets. One  60-minute  show  can  run 
$250,000.  But  the  glamour  fades  at 
the  bottom  line.  Most  of  the  prime- 
time  series  lose  money  on  the  first  run 
and  only  recoup  by  selling  foreign 
and  rerun  rights. 

The  game  shows,  by  comparison, 
make  money  from  day  one  for  every- 
one—from the  show's  creator  (or 
"packager")  to  the  network  to  the 
advertisers. 

All  the  packager  needs  is  a  new 
angle,  like  the  naughty  double  enten- 
dre questions  that  have  made  CBS' 
"Match  Game"  this  year's  highest 
rated  daytime  show.  If  the  network 
likes  the  concept,  it  will  often  put  up 
all  the  development  money,  say, 
$15,000,  to  refine  the  idea  and  up  to 
another  $100,000  for  a  pilot  or  try- 
out  program. 

To  work,  the  new  game  show 
should  cost  no  more  than  $9,000  a 
day  or  $45,000  a  week  (assuming  it 
is  on  Monday  through  Friday,  as 
nearly  all  are).  Packagers  figure  to 
spend  $2,500  to  $5,000  a  week  for 
a  glib  emcee  like  smiling  Bill  Cullen, 
$15,000  for  a  director,  writers  and 
celebrities  like  Charo  (who  goes  for 
$750),  plus  another  $15,000  for  such 
"below-the-line"  costs  as  studio  rent- 
als, flashy  tote  boards  and  any  prizes 
not  donated  by  the  sponsors.  That 
comes  to  $35,000  a  week. 

The  packager  then  sells  his 
$35,000-a-week  show  to  the  networks 
for  around  $50,000  a  week.  His  gross 
profit:  $5,000  to  $15,000  a  week,  or 
as  much  as  $750,000  a  year. 

In  addition,  the  packager  may  be 
able  to  syndicate  reruns  to  indepen- 
dent stations.  That's  a  big  business. 
"Hollywood  Squares,"  created  by 
Heatter-Quigley,  the  most  profitable 
division  of  publicly  held  Filmways, 
Inc.,  grosses  more  than  $8  million  a 
year  in  syndication  alone;  "The  Price 
Is  Right"  grosses  $3.5  million;  "The 
New  Treasure  Hunt"  grosses  $2  mil- 
lion, and  so  on. 

But  to  borrow  an  old  quiz-show 
phrase,  the  first  plateau  is  a  network 
deal  that  lures  the  mass  following 
that  can  be  tapped  later  through 
syndication.  A  veteran  game-show 
packager  put  it  in  this  indelicate  way 
to  Forbes:  "A  good  network  deal 
can  make  all  the  difference  between 
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Day  in,  day  out,  America's  most 
popular  spectator  sport  offers 
something  for  every  armchair 
voyeur:  gambling,  giveaways, 
comedy,  melodrama.  Why  the 
mass  appeal?  Game  shows  sim- 
ply play  on  two  universal  emo- 
tions, curiosity  and  envy,  lubri- 
cated with  a  few  laughs.  To 
cook  up  a  hit,  the  packagers 
alter  the  ingredients.  ABC's 
"Money  Maze"  offers  a  daily 
spectacle  of  naked  greed.  On 
"Hollywood  Squares"  (far  left), 
panelists'  jokes  upstage  the 
quiz.  Guessing  someone's  out- 
rageous job  keeps  the  viewers 
tuned  to  "What's  My  Line?"  A 
formula  can  play  for  years.  If  it 
dies  in  daytime,  a  show  like 
"Beat  the  Clock"  (below)  can 
be  revived  at  night  through  syn- 
dication. That's  why  the  busi- 
ness is  called  "get  rich  twice." 


chicken     shit     and     chicken     salad." 

If  the  big-time  packagers  are 
munching  on  chicken  salad,  the  net- 
works are  gorging  themselves  on  tur- 
key and  the  trimmings.  First,  the  net- 
works cram  six  minutes  of  commer- 
cials into  each  half  hour,  vs.  only 
three  minutes  at  night.  And  though 
daytime  rates  are  lower,  a  hot  show 
like  "Match  Game"  still  commands 
$12,500  a  minute,  six  minutes  a  day, 
five  days  a  week.  After  ad  agency 
fees,  that's  $16.6  million  for  a  show 
costing  $2.6  million— a  lot  of  profit  for 
a  half  hour  of  toilet  jokes! 

With  numbers  like  that,  you  can 
see  why  the  networks  count  on  day- 
time game  shows  to  carry  their  pres- 
tigious but  marginally  profitable 
prime-time  series. 

Daytime  advertisers  aren't  com- 
plaining, either.  Game  shows  deliv- 
er what  Madison  Avenue  types  call 
"the  ironing-board  set"— middle-in- 
come housewives  who  are  fair  game 
for  advertised  remedies  for  anything 
from  saggy  busts  to  bitter  coffee. 
(There  is  a  fortune  waiting  for  the 
company  that  comes  up  with  a  really 
uplifting  cup  of  coffee.)  That  40-mil- 
lion-plus  game-show  audience  is  the 
main  reason  TV's  three  largest  adver- 
tisers, at  $450  million  a  year,  are 
Procter  &  Gamble,  American  Home 
Products  and  General  Foods. 

What's  more,  an  advertiser  need 
not  be  a  P&G  to  cash  in  on  the  game- 
show  boom.  In  return  for  a  donated 
prize  (like  a  bedroom  set  or  a  week 
in  Hawaii)  and  a  fee  (negotiated  by 
a  "prize  broker"  on  inexpensive  items ) 
just  about  any  low-budget  company 
can  get  a  7-to-10-second  plug  for  its» 
product.  The  fees,  in  turn,  add  up 
and  provide  the  bulk  of  the  cash 
prizes.  "Let's  Make  a  Deal"  is  pluggers' 
paradise.  In  addition  to  providing  a 
35-million  TV  audience,  it  somehow 
crams  30  rapid-fire  promotions  into  its 
30  minutes.  In  all,  the  show  has  giv- 
en away  more  than  $28  million  worth 
of  plugged  prizes  and  cash  during  its 
12-year  network  run. 

The  biggest  of  the  15  packagers 
who  control  the  quiz  biz  is  the  team 
of  Mark  Goodson  and  Bill  Todman,  cre- 
ators of  TV's  longest-running  series, 
25-year-old  "What's  My  Line,"  plus 
29  others  in  25  years.  They  current- 
ly have  a  record  eight  shows  on  the 
air  (including  "Password,"  "Tattle- 
tales"  and  top-rated  "Match  Game"). 
Sixty-year*-old  Goodson,  a  onetime 
radio  announcer  who  later  directed 
that  soap  opera  classic  "Portia  Faces 
Life,"  now  is  the  grand  old  man  of 
games.  As  he  told  Staff  Writer  An- 
thony Cook:  "I'm  known  as  the  John 
Foster  Dulles  of  television."  But  the 
dapper  pipe-smoking  Goodson  is  far 
richer    than    Dulles    ever    was,    and 


is  at  least  as  powerful  in  his  own  field. 

Another  big  quiz  winner  is  Monty 
Hall,  an  expatriate  Canadian  who,  as 
they  say  in  Hollywood,  couldn't  get 
arrested  until  he  and  co-producer 
Stefan  Hatos  dreamed  up  "Let's  Make 
a  Deal"  back  in  1963.  The  show  took 
off  when  members  of  the  audience 
started  showing  up  in  costume  to  in- 
crease their  chances  of  being  chosen 
as  contestants.  Once  on  the  show,  the 
crazily  clad  got  to  barter  cash  for 
prizes  hidden  in  boxes  or  behind 
studio  curtains— a  stereo,  a  car  or  a 
"zonk"  like  a  herd  of  goats. 

Hall,  whose  father  was  a  butch- 
er, and  his  partner  Hatos,  the  son  of 
an  iron  puddler,  got  their  big  break 
from  NBC.  The  network  bought  the 
show  initially  for  a  mere  $30,000  a 
week.  When  it  came  up  for  renewal 
after  five  years,  NBC  foolishly  offered 
only  a  modest  increase.  Looking  for  a 
better  deal,  Hall  approached  ABC  and 
to  his  delight  ended  up  signing  a  con- 
tract that  now  gets  him  over  $1  mil- 
lion a  year  plus  fringes  like  a  chauf- 


feur and  masseur.  (Next  contract 
he'll  probably  demand  a  masseuse.) 

Today  "Let's  Make  a  Deal"  alone 
runs  182  hours  a  year  in  most  major 
TV  markets.  Hatos-Hall  have  two  oth- 
er shows  on  the  air,  plus  several  in 
development.  Says  Hall,  who  bills 
himself  as  "the  most  kissed  man  on 
TV"  (one  buss  per  prize):  "Who 
would  have  thought  two  poor  boys 
could  parlay  a  box,  a  curtain  and  a 
rubber  chicken  into  what  we  have  to- 
day? Why,  it's  the  American  dream." 

Then  there's  Chuck  B arris,  just  an- 
other ABC-TV  vice  president  until  he 
hit  on  "The  Dating  Game"  in  which 
eager  singles  vied  for  a  date  with  hid- 
den bachelors  and  "bachelorettes."  He 
followed  that  with  "The  Newlywed 
Game"  in  which  young  couples  em- 
barrassed each  other  answering  prying 
questions.  At  his  peak  in  1968  Barris 
sold  30%  of  his  company  to  the  public 
for  $2  million.  Then,  when  his  first 
shows  faded,  he  wrote  a  thinly  veiled 
autobiographical  novel,  You  and  Me, 
Babe,  that  made  the  best-seller  list. 


Prime  For  Prime  Time? 


As  big  as  game  shows 
are  today,  they  pale  in 
comparison  with  the 
big-money  quizzes  that 
dominated  TV's  so- 
called  Golden  Age  in 
the  Fifties.  Forget  about 
"Playhouse  90":  CBS's 
"$64,000  Question" 
and  NBC's  "Twenty- 
One"  had  more  viewers 
and  better  acting. 

Even  when  contes- 
tants got  the  answers 
and  the  prizes,  college 
professor   Charles    Van 


On  "Twenty-One/'  winning  had  to  look  hard. 


Doren  would  bite  his  lip  mulling 
questions  on  "Twenty-One."  And 
bandleader  Xavier  Cugat  would 
sweat  it  out  on  the  "$64,000  Chal- 
lenge"—primarily  because  the  air- 
conditioning  was  shut  off  in  his 
isolation  booth. 

At  first,  the  shows'  producers 
would  find  out  what  a  contestant 
knew  and  then  write  questions  for 
him.  Later,  he  was  often  sent  the 
answers  by  registered  mail. 

When  the  scandal  broke  in  1959, 
President  Eisenhower  was  "bewil- 
dered and  amazed,"  The  stock 
market  punished  Revlon,  which  had 
catapulted  itself  by  sponsoring  the 
"$64,000  Question";  the  network's 
big  brass  fired  some  lesser  brass; 
contrite  contestants  wept  publicly. 

A  New  York  grand  jury  and  a 
Senate  subcommittee  moved  in, 
but  the  only  indictments  handed 
out  were  for  perjury,  mainly  be- 
cause there  were  no  clear-cut  laws 


against  rigging  the  shows  and  de- 
ceiving the  public.  A  few  brazen 
producers  told  investigators:  We 
gave  the  public  and  the  sponsors 
what  they  wanted— entertainment. 

By  now,  nearly  20  years  later, 
the  public  appears  to  have  either 
forgotten  or  forgiven.  There  are 
no  prime-time  network  quizzes. 
But  the  game  show  renaissance 
suggests  that— now  with  inflation— 
a  big-money  quiz  would  score  big. 
Already,  a  revival  of  "$64,000 
Question"  is  set  for  syndication  in 
1976.  Eventually,  one  of  the  major 
networks  seems  sure  to  follow  suit. 

But  secretly  feeding  answers  is 
now  punishable  by  up  to  a  $10,000 
fine  and  a  year  in  jail.  The  key 
word  is  secretly:  NBC's  "Holly- 
wood Squares"  discloses  that  its 
celebrities  are  "alerted"  to  the  ques- 
tions, so  they  can  think  up  funny 
answers.  So  if  the  big  quizzes  re 
turn,    tune    in    to   the    fine    print 
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1974 

Record  Results  for 

FISHER  FOODS, 

INC 


Year  Ended: 

Dec.  28, 1974 

Dec.  29, 1973 

%l 

ncrease 

Net  sales 

$1,124,404,000 

$868,758,000 

29 

Income  before  taxes 

22,983,000 

16,947,000 

36 

Taxes  on  income 

10,402,000 

7,512,000 

38 

Net  income 

12,581,000 

9,435,000 

33 

Earnings  per  common 

share 

2.02 

1.51 

34 

Fisher  Foods  is  growing  in  four  major  markets— Northeast  Ohio, 

Southern  Ohio,  Greater  Chicago,  and  Greater  Los  Angeles. 

For  copies  of  the  1974  Annual  Report,  write  to: 

Richard  L.  Schenk.V.  P.— Finance  &Treasurer 

Fisher  Foods,  Inc.,  5300  Richmond  Road,  Bedford  Heights,  Ohio  44146 


5-Year  Growth  Record 

Earnings  Per  Share 
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"Some  of  the  most 
entertaining  reading 
around  these  days." 

from  an  article 
on  Malcolm  Forbes  in— 
SPORTS  ILLUSTRATED 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 
for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  10011 
(New  York  State  residents,  add  4%-8%  sales  tax;  New  York  City,  8%) 


Now  he's  staging  a  game-show  come- 
back with  "The  New  Treasure  Hunt" 
in  syndication.  All  told,  Barris  is  now 
worth  $8  million. 

A  competitor  explained  Barris'  suc- 
cess this  way:  "Chuck  is  one  of  those 
lucky  people  who  isn't  afflicted  with 
good  taste." 

The  next  logical  question  is:  Why 
do  viewers  go  for  the  game  shows? 
After  the  Fifties'  quiz  scandal,  the 
shows  were  virtually  blackballed.  But 
slowly  they  tiptoed  back.  Then  in 
1971  the  Federal  Communications 
Commission  adopted  the  prime-time 
access  rule  to  give  time  back  to  the 
local  stations  for  their  own  "cultural" 
programming.  What  the  FCC  got  was 
pure  pop  culture— like  "Name  That 
Tune"  and  "Beat  the  Clock."  When 
those  retreads  clicked,  the  packagers 
swarmed  into  daytime  like  volunteers 
at  a  sex  clinic. 

Orgy  Of  Identification 

Why  did  the  viewers  sit  still  for 
the  quiz  renaissance?  What's  the  thrill 
of  watching  some  squealing  stranger 
weep  for  joy  over  winning  a  new 
hairdryer?  Why  do  people  like  Kathee 
Meissier  and  Arlene  Topper  of  Los  An- 
geles wait  two  years  to  get  on  "Let's 
Make  a  Deal"  dressed  as  a  honey  bee 
and  a  celery  stalk?  The  producers  say 
it  is  the  joy  of  watching  someone  win 
something  for  nothing.  TV  psycholo- 
gist Dr.  Joyce  Brothers,  who  won 
fame  answering  boxing  questions  on 
the  "$64,000  Question,"  has  another 
suggestion:  Viewers  like  to  watch  Mr. 
and  Mrs.  Average  America  rip  off  the 
networks. 

But  what  about  the  mental  stimu- 
lation? You  could  try  to  outguess  the 
winner  on  a  brainy  show  like  "Jeop- 
ardy" or  you  could  test  your  wits  an- 
swering questions  like:  Vida  Blue  is 
a)  an  Andy  Warhol  film  queen,  b)  a 
baseball  player  or  c)  a  depressed  her- 
ring. The  contestant  said,  "c." 

In  the  end,  neither  the  vicarious 
thrill  of  winning  prizes  or  answering 
gag  questions  explains  the  shows'  ap- 
peal. The  real  answer  is  right  before 
your  eyes,  day  and  night.  Game  shows 
are  popular  because  they  are  the  live- 
liest viewing  available.  They  win  by 
default.  What  do  you  expect  from  a 
box  that  from  its  earliest  beginnings 
provided  little  but  chewing  gum  for 
the  mind? 

None  of  this  bothers  the  TV  quiz- 
masters. One  outraged  critic  wrote 
that  you  could  "learn  more  about 
America  from  half  an  hour  of  'Let's 
Make  a  Deal'  than  one  year  of  Walter 
Cronkite."  'Let's  Make  a  Deal's"  Hatofl 
loved  the  quote  so  much  that  he  blew 
it  up  and  plastered  it  on  his  office 
wall.  After  all,  one  man's  insult  is 
another  man's  caviar.   ■ 
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Revenues 


1974 
$  2.0  billion 


1973 
$   1.5  billion 


%  Gain 
29% 


Net  Earnings 


$90.5  million 


$73.9  million 


23% 


Earnings  Per  Share 


$  2.77 


$  2.31 


20% 


Dividends  Per  Common  Share  $      .80 


$     .75 


7% 


International 


SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS 


For  a  copy  of  our  Annual  Report,  write  IU  Corporate  Affairs  Dept.  CI,  1500  Walnut  St.,  Philadelphia,  Pa.  19102, 


The  Men  Who 
Came  To  Dinner 


Gordon  Murphy  felt  that  Cerro  Corp.  needed  protection 

against  a  takeover.  Some  protection! 


A  year  ago,  C.  Gordon  Murphy 
thought  he  had  the  answer  to  a  tough 
problem.  His  Cerro  Corp.  was  just 
recovering  from  the  expropriation  of 
its  Chilean  and  Peruvian  copper 
mines.  It  still  had  a  clutch  of  other 
metal  mining  and  manufacturing, 
trucking  and  real  estate  businesses 
(good  for  $758  million  in  1974  sales). 
There  was  lots  of  cash  and  current  as- 
sets. But  the  stock  sold  at  less  than 
half  its  book  value. 

Obviously,  Cerro  was  a  ripe  tar- 
get for  an  unfriendly  takeover.  Presi- 
dent Murphy  decided  the  only  way 
to  prevent  that  would  be  to  arrange 
a  friendly  one— on  the  perfecdy  sound 
theory  that  an  arranged  marriage  is 
preferable  to  rape.  Murphy  had  some 
rich  friends,  the  Pritzker  family  of 
Chicago.  Murphy  trusted  them.  They 
had  been  Cerro's  partners  in  several 
Florida  real  estate  deals.  "In  late 
1973,"  he  says,  "I  invited  them  to 
buy  into  the  company." 

The  Pritzkers  looked  over  the  books, 
liked  what  they  saw  and  started  buy- 
ing Cerro  stock  on  the  open  market 
early  in  1974.  When  they  had  10%, 
they  made  a  tender  offer  for  Cerro 
stock  through  a  family  holding  com- 
pany; the  offer  was  oversubscribed. 
By  mid- 1974,  the  Pritzker  family 
owned  45%  of  Cerro— purchased  for 
roughly  the  book  value  of  company's 
net  current  assets.  They  were  in  the 
driver's  seat. 

And  now  their  friend,  Gordon 
Murphy,  is  out,  fired  by  the  new  con- 
troller-s  tockholder . 

Who  are  the  Pritzkers?  Why  did 
they  want  Cerro?  And  why  did  they 
kick  out  their  friend  Murphy? 

Well,  as  Jay  Pritzker,  52,  now 
Cerro's  chairman,  says,  "We're  an  un- 
usually close  family."  He  might  have 
added  that  they  are  also  unusually 
clever  and  wealthy.  Through  the 
family  law  firm,  Pritzker  &  Pritzker, 
and  a  number  of  holding  companies, 
they  have  a  controlling  interest  in 
Cerro,  Hyatt  Corp.  (of  the  spectacu- 
larly designed  hotels)  and  Hammond 
Corp.  (of  the  electric  organs),  as  well 
as  large  chunks  of  real  estate  and 
timberland  and  McCalVs  magazine. 
They  also  own  100%  of  the  Marmon 
Group,  a  diversified  metals  manu- 
facturer with  $330  million  in  1974 
sales  and  an  18%  return  on  equity. 

There   are    four    active    Pritzkers: 


Abram,  a  Chicago  lawyer,  and  his 
three  sons,  Jack,  Jay  and  Robert.  Jack 
had  worked  out  the  complex  Florida 
real  estate  partnership  with  Murphy. 
Jay  and  Bob  organized  the  Cerro 
takeover. 

The  latter  two  make  an  interest- 
ing team.  Jay,  an  expansive  lawyer, 
does  most  of  the  financial  and  legal 
wheeling-dealing.  Bob,  now  Cerro's 
president,  is  a  penny-watching  en- 
gineer who  operates  the  companies 
Jay  takes  over.  They  dress  for  their 
parts:  Jay,  with  his  well-tailored  suits 
and  telephone-equipped  electric  blue 
Mercedes,  and  Bob,  with  his  bow  ties 
and  tourists-class  airplane  tickets. 

"Yes,"  Jay  recalls,  "Gordon  Murphy 
approached  us.  Obviously,  we 
thought  it  was  a  good  buy.  After  all, 
for  the  most  part,  Cerro  is  in  busi- 
nesses we  understand,  like  metal  man- 
ufacturing and  real  estate." 

Jay  went  to  see  the  family's  old 
friends  at  the  First  National  Bank  of 
Chicago.  The  bank  agreed  to  lend 
GL  Corp.,  a  family  holding  compa- 
ny, virtually  the  entire  amount  neces- 
sary to  take  control  of  Cerro  in  return 
for  an  unsecured  one-year  note. 

Using  the  borrowed  money,  Jay 
Pritzker  went  after  control.  He  ended 
up  with  about  $158  million  worth  of 
stockholders'  equity  without  having 
to  put  up  more  than  a  pittance  in 
Pritzker  capital. 

Now,  what  were  they  going  to  do 
with  their  prize?  The  GL  offer  to  pur- 
chase had  said  that  the  Pritzkers 
didn't  have  any  "present  plans  to 
liquidate  Cerro,  sell  its  assets,  or 
merge  it  ...  or  obtain  any  changes 
in  the  management."  But  it  added 
that  they  were  "considering  [these] 
steps." 

Sure  enough,  soon  after  the  com- 
pletion of  the  purchase,  Cerro  an- 
nounced that  it  was  considering  a 
merger  with  the  Pritzkers'  Marmon 
Group.  The  Pritzkers'  GL  Corp.  was 
to  wind  up  with  all  the  common  stock 
of  the  merged  company;  Cerro's  re- 
maining shareholders  would  get  some 
kind  of  fixed-income  security. 

That  raised  just  a  few  too  many 
eyebrows,  and  the  Pritzkers  backed 
off.  They  made  a  few  more  stabs  at 
working  out  some  kind  of  a  merger, 
then  gave  up  for  the  moment. 

As  Jay  explains  it,  "There  are  sev- 
eral   problems    with    going    private 
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Murphy 


Jay  Pritzker 


Robert  Pritzker 


from  a  Securities  &  Exchange  Com- 
mission point  of  view.  For  ex- 
ample, you've  got  minority  stockhold- 
ers you've  got  to  satisfy.  You  could 
do  a  merger  and  give  the  other  Cerro 
shareholders  preferred— but  some 
might  not  like  that  or  Cerro  might 
tender  for  its  own  shares.  Whatever— 
you've  got  to  be  quote  fair  unquote. 

"Bob  would  prefer  going  private 
from  an  operating  point  of  view.  But 
there  are  some  things  that  have 
changed  since  we  bought  the  stock. 
The  outlook  for  Cerro  isn't  as  good  as 
it  was.  Also,  we  have  longer  term  fi- 
nancing instead  of  that  one-year  note, 
so  there  isn't  the  same  pressure." 

While  Jay  was  trying  to  work  out 
some  ingenious  follow-up  to  the  take- 
over, Bob  took  more  direct  control, 
over  Cerro's  operations.  That's  when 
Gordon  Murphy's  downfall  began; 
Bob  Pritzker  and  he  began  to  clash. 

"This  is  kind  of  hard  to  explain," 
Bob  says  uncomfortably.  "But  there 
developed  certain  misunderstandings 
about  what  each  party  meant  when 
we  said  we  would  continue  to  work 
together.  For  example,  Murphy 
thought  I  would  only  become  in- 
volved in  the  manufacturing  and  not 
in  the  general  management.  But  that's 
silly— we're  not  going  to  put  a  major 
part  of  our  estate  into  something,  and 
then  be  casual  about  managing  it. 

"We  didn't  want  to  get  rid  of  him, 
but  we  were  stuck,  what  could  we 
do?"  It  was  scheduled  to  be  a  dec- 
orous resignation  after  the  Cerro  an- 
nual meeting  in  May,  with  a  "con- 
sulting" and  "advisory"  role  after  that 
for  Murphy.  Instead,  he  wound  up 
going  out  with  virtually  all  of  Cerro's 
top  management  in  an  abrupt  house- 
cleaning  in  mid-February.  Cerro's 
head  office  staff  has  been  halved,  and 
the  company  is  being  moved  from 
New  York  to  Chicago. 


Meanwhile,  there  are  many  prob- 
lems. The  company  made  $2.01  a 
share  in  1974,  only  about  5%  on  its 
equity.  "Metal  fabricating  did  well 
last  year,"  Bob  Pritzker  says,  "but  it's 
going  down  now.  The  real  estate  divi- 
sion, Leadership  Housing,  is  doing 
just  awful— clearly  the  market  is  in  a 
depression  right  now  and  we  don't 
know  when  it  will  come  out."  The 
copper  mines  are  probably  gone  for- 
ever. "As  far  as  our  future  in  mining 
goes,"  says  Jay,  "coal  is  probably  the 
least-risk  mineral.  You  can  sell  it  on 
long-term  contracts,  finance  against 
it,  it's  in  the  U.S.,  it's  just  more  the 
kind  of  thing  we  understand." 

At  the  moment,  the  Pritzkers  are 
sitting  with  a  hefty  paper  loss  on  their 
Cerro  stock— nearly  $18  million.  It 
recently  sold  around  14;  they  paid 
$19  for  most  of  their  stock.  However, 
the  stock  has  a  book  value  of  $40  a 
share.  Its  cash  and  securities  now 
amount  to  $181  million,  $23  a  share. 

It's  wrong  to  conclude  from  all  that 
that  the  Pritzkers  don't  quite  know 
what  they  are  doing  with  Cerro,  that 
they  are  flying  blind.  They  have 
proved  both  in  their  hotels  and  in 
Marmon  Corp.  that  they  know  how 
>x>  run  businesses  as  well  as  how  to 
acquire  them.  What  the  turmoil  and 
apparent  indecision  means  is  simply 
this:  The  Pritzkers  bought  Cerro  be- 
cause it  was  a  chance  to  buy  solid 
assets  at  a  discount;  figuring  out 
what  to  do  with  the  assets  will  take 
a  lot  longer  than  acquiring  them  did. 

What  about  Gordon  Murphy,  the 
man  who  lost  his  job  by  trying  to 
hang  on  to  it?  "It  turned  out  well  for 
me,"  he  says,  hinting  at  a  nice  settle- 
ment. "You'll  see  why  when  the  proxy 
statement  comes  out." 

But  Murphy  adds,  a  bit  wistfully: 
"If  anybody  wants  me,  I'm  like  a  girl 
waiting  to  dance."  ■ 
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The  Brown  Bag  Express 


National  Airlines  has  a  plan  to  regain  the  market  share 
it  lost  in  last  year's  strike:  Back  to  the  airbus. 

When  they  had  their  maiden  flights 
at  Lockheed  and  McDonnell  Douglas 
back  in  the  late  1960s,  the  L-1011 
and  DC- 10  were  called  airbuses— big, 
quiet,  cheaper-to-fly  planes  that  haul 
250  to  300  passengers  along  medium- 
to  long-distance  routes.  The  airlines 
bought  the  plane  but  not  the  name. 
They  figured  to  get  higher  fares  and 
profits  by  playing  up  the  luxury  as- 
pects of  the  new  planes.  Exit  the  air- 
bus, enter  the  "wide-bodied  jet." 

But  now  the  airbus  is  back.  With 
hard-pressed  National  Airlines  leading 
the  way,  the  airlines  could  be  on  the 
verge  of  providing  the  kind  of  low- 
cost  service  that  the  public  was  prob- 
ably ready  for  long  ago.  They  are  do- 
ing so  because  they  have  had  trouble 
filling  their  wide-bodied  planes, 
thanks  to  the  faltering  economy  and 
their  overoptimistic  plane  purchases. 

If  the  Civil  Aeronautics  Board  ap- 
proves, National  will  offer,  starting 
Apr.  4,  a  no-frills,  third-class  service 
on  all  of  its  wide-bodied  jets.  No 
phone  reservations,  no  cocktails,  no 
free  meals  (you  can  bring  your  own 
sandwiches).  Just  plain  transportation 
—at  35%  lower  fares. 

"We  are  after  people  who  don't 
normally  fly,"  says  National's  Execu- 
tive Vice  President  Edward  F.  Do- 
lansky.  "The  retirees  are  one  market. 
The  low-income  group,  families  making 
less  than  $15,000  a  year,  is  another." 

That  pitch  has  probably  been  made 
at  least  a  thousand  times  before  this 
by  airline  executives  with  a  need  to 
cut  fares— exactly  the  spot  National 
now  finds  itself  in.  A  three-and-one- 
half-month  machinists'  strike  last  sum- 
mer and  early  fall  cost  National  a 
good  piece  of  its  market  share  on  its 
bread-and-butter  New  York-Miami 
run  to  Eastern  and  Delta.  It  has  also 
had  trouble  on  its  runs  from  Miami 
to  Houston  and  the  West  Coast.  Sys- 
temwide  it  has  had  to  cut  schedules 
10%  while  rivals  Continental,  Eastern 
and  Delta  were  adding  flights. 

And  National  needs  badly  to  build 
traffic.  It  earned  $456.8  million,  or 
$3.58  a  share,  in  the  1974  fiscal  year 
(through  June  30).  But  in  the  first 
half  of  the  current  fiscal  year  it 
netted  only  4  cents  a  share,  vs.  $1.13 
the  year  before,  on  41%  lower  reve- 
nues of  $121.2  million. 

Of  course,  the  CAB  could  pass  up 
National's  plan  in  favor  of  a  some- 
what different  one  proposed  by  Delta, 
Eastern  and  Continental.  These  three 
lines,   where   they  compete  with   Na- 


tional, want  to  offer  the  same  cheap 
fares  on  both  their  wide-bodied  jets, 
including  747s,  and  narrow-bodied 
jets  (727s  and  DC-9s).  They  also 
want  to  be  able  to  take  telephone 
reservations  and  sell  booze. 

But  National  should  have  a  dis- 
tinct advantage  whichever  plan  is  ap- 
proved. National  has  fewer  New 
York-Miami  nonstop  flights  than  East- 
em  and  three  more  than  Delta.  But 
43%  of  its  coach  capacity  is  in  jumbo 
jets,  about  the  same  as  Eastern.  Delta 
—for  the  present,  at  least— has  only 
22%  of  its  coach  seats  in  jumbo  jets. 

The  same  applies  to  routes  where 
National  competes  with  Continental. 
On  routes  such  as  Houston-Los  An- 
gles and  Miami-Houston,  National 
uses  only  DC- 10s  or  747s;  Continen- 
tal, at  the  moment  at  least,  has  a  wide- 
bodied  jet  only  on  the  Houston-Los 
Angeles  run. 

The  Bottom  Line 

Can  National  make  money  on  its 
low-priced  seats?  Dolansky  says  the 
answer  is  yes:  "The  narrow-bodied 
jets  cost  36%  more  to  operate  than 
DC- 10s,  and  we  believe  the  no-frills 
capacity  will  operate  up  to  a  70% 
load  factor.  For  us,  that  would  be 
a  distinct  improvement,  because  our 
load  factor  in  coach  at  times  drops 
as  low  as  38%." 

Assuming  he's  right,  what  will  hap 
pen  if  National  wins  back  some  traffic 
share  from  its  competitors?  When  a 
possible  economic  revival  begins  later 
this  year  and  air  traffic  starts  climb- 
ing again,  will  National  remain  U 
dedicated  to  the  cause  of  low-cos  I  ail 
travel  as  it  is  today? 

That  will  depend  pretty  much  on 
whether  the  airbus  concept  does  in- 
deed win  new  travelers  or  whethei 
it  simply  proves  a  way  to  snatch  some 
existing  business  away  from  compel  i 
tors  through  lower  fares.  ■ 
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TonyCatalano, 
the  capitalist. 


Tony  doesn't  just  drive  that 
$50,000  rig,  he  owns  it.  And  in 
the  business  of  intercity  freight 
hauling,  you  work  hard  for  a 
return  on  your  investment— 
whetheryou  operate  one  rig,  or 
a  fleet  of  several  thousand.  In 
all,  trucking  accounts  for  a 
substantial  majority  of  freight 
revenues,  and  represents  a 
staggering  investment  in  capital 
equipment. 

So  the  trend  is  to  more 
efficient  heavy  duty  trucks, 
with  carrying  capacities 


of  45,000  lbs.  or  better.  And 
when  you're  talking  heavy 
trucks,  you're  talking  Eaton. 

We're  a  major  supplier  of 
heavy  duty  transmissions,  axles, 
brakes  and  other  components 
such  as  our  new  skid-control 
system.  Our  customers  include 
truck  producers  around  the 
world,  plus  fleet  managers  and 
owner-operators  who  prefer  and 
specify  Eaton  components. 

Worldwide  preference  isn't 
easy  to  come  by.  But  a  hard 
driving  businessman  like  Tony 
could  tell  you  how  Eaton  has 
earned  it:  performance  . . .  every 
mile  of  the  way. 

For  our  annual  report  and 
our  book  about  Eaton,  write: 
Eaton  Corporation,  100  Erieview 
Plaza,  Cleveland,  Ohio  441 14. 
We're  helping  change  happen 
in  capital  goods  and  consumer 
markets. 


X 


Eaton  brings  you  the  U.S.  Bicentennial 
series  The  American  Parade  on  CBS-TV. 


Some  day  these  trees  will  help  keep  kitchens  kk 
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estlands  spread  from,  Florida,  Georgia 
and  Alabama  north  to  Virginia.  We  carefully 
manage  those  woodlands  through  modern  tech- 
nology and  forest  management  methods  so 
there'll  be  trees  to  fill  our  needs  — and 
America's -well  into  the  21st  century  and 
beyond.  Fortunately,  trees  are  a  miraculously 
renewable  resource  when  people  and  corpora- 
tions work  at  it. 


Our  trees  help  make  the  materials  that  make 
countertops  virtually  indestructible.  We're  a 
major  supplier  of  the  special  saturating  kraft 
paper  that  constitutes  the  body  of  hard-surface 
plastic  countertops.  We  also  make  the  particle- 
board  that's  the  structural  underlayment  for 
these  countertops  as  well  as  for  many  kinds 
of  furniture. 


( roof,  industry  moving  and  computers  talking. 


Many  of  the  corrugated  boxes  that  help  keep 
American  industry  moving  begin  with  our  trees. 
Our  boxes  carry  consumer  goods  and  industrial 
products  all  over  the  world.  But  corrugated 
containers  are  just  one  part  of  our  packaging 
capability.  From  bulk-boxes  to  multi-wall  bags 
to  folding  cartons,  we're  one  of  the  country's 
leading  producers  of  packaging  and 
packaging  materials. 


Reams  of  our  paper  are  helping  dispense  answers 
to  the  growing  number  of  questions  asked  the 
computer.  Our  school  supplies  and  stationery  help 
students  answer  problems.  And  many  a  business 
deal  has  been  initiated  and  consummated  on  our 
bond  paper.  It's  nice  to  know  our  products  not  only 
help  make  other  products  better,  but  also  help 
people  communicate  better  as  well. 


Union  Camp 


Growing  in  more  ways  than  one. 


I  Union  Camp  Corporation,  1600  Valley  Road,  Wayne,  New  Jersey  07470 


£^ 


"Our  Fed." 


What  other  cash  management  system 
gives  you  two  Federal  Reserve  Districts 
and  two  lock  boxes— in  one  account? 

At  First  National  Bank  in  St.  Louis,  we've  taken  ad- 
vantage of  something  that's  unique  about  Missouri. 

And  come  up  with  a  new  concept  in  lock  box  bank- 
ing that  puts  your  money  into  your  hands  sooner. 

Missouri  is  the  only  state  with  two  Federal  Re- 
serve District  Headquarters:  at  St.  Louis  and  Kansas 
City.  By  using  First  National  in  St.  Louis  plus  our 
First  Union  affiliate  in  Kansas  City,  you  can  have  two 
lock  boxes  with  funds  consolidated  into  one  account. 

In  this  way,  two  cities  work  for  you.  First,  to  re- 
duce mail  float.  Our  mail  service  is  just  about  the 
fastest  in  the  U.S.  Since  you  can  vary  the  collecting 


city,  your  mail  times  can  be  speeded  up  even  more. 
(Write  us  for  a  representative  sample  of  cities  from  a 
recent  Phoenix-Hecht  study  showing  average  mail 
times  for  St.  Louis,  Kansas  City,  and  other  collection 
points  in  Mid-America.) 

Second,  with  later  transit  deadlines  and  improved 
availability  schedules,  clearing  float  is  reduced. 

For  openers,  we'll  test  all  possible  combinations 
of  collection  points  for  you.  Conventional  lock  box 
arrangements  — and  our  new  dual  lock  box  system— 
can  be  evaluated  on  our  computer  model. 

Let  us  demonstrate  how  we  can  put  time  on  your 
side.  Just  call  Bob  Schmidt,  Cash  Management 
Division,  (314)  342-6611. 


First  National  Bank  in  St.Louis 


TMf   COllfCTOR 
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Member  FDIC 


We  put  time  on  your  side. 


Shale  Oil: 

Tantalizing,  Frustrating 

Locked  in  Colorado  rocks  is  more  oil  than  in  Arabia. 
Determined  engineers  may  yet  get  it  out 
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Take  Highway  70  east  out  of 
Grand  Junction  past  the  town's 
famous  peach  orchards,  its  new, 
hopefully  planted  grapevines,  its  pic- 
turesque buffalo  herd.  Wind  with  the 
salty  Colorado  River  between  flat- 
topped  mountains,  in  and  out  of 
swirling  snowstorms,  then  bright  sun- 
shine. Arrive  an  hour  or  two  later  in 
Rifle,  Colo.,  one  of  the  hunting  capi- 
tals of  the  world.  More  than  this, 
however,  Rifle  is  a  place  where  towns- 
people have  grown  up  knowing  that 
all  around  them,  especially  to  the 
northwest,  is  a  vast  amount  of  oil 
—1.8  trillion  barrels  at  latest  estimate, 
more  than  in  the  entire  Middle  East. 
If  even  1%  or  2%  of  it  could  be 
brought  to  market,  the  U.S.'  energy 
gap  would  narrow.  But  to  everyone's 
frustration,  the  oil  is  locked  inside 
rocks  and  most  of  the  rocks  buried 
under  several  hundred  feet  of  earth. 

F.M.  (Mike)  Cross  is  the  local 
jeweler.  Years  ago  he  began  polishing 
the  rock  he  picked  up  in  his  own 
backyard,  cutting  it  into  pieces  and 
making  jewelry.  Today  Cross  sells, 
buckets  of  his  "Kero-gems"  not  just  to 
summer  tourists  but  to  the  oil  compa- 
nies prowling  the  landscape.  (Kero  is 
for  kerogen,  the  name  of  the  black 
stuff  in  the  rock  that  turns  to  oil  on 
heating. ) 

Cross  may  turn  out  to  be  the  only 
man  ever  to  make  real  money  from 
shale  oil. 

That's  not  to  say  others  aren't  try- 
ing. Ever  since  men  first  discovered 
that  those  outcroppings  were  soaked 
with  oil,  they've  been  trying  to  figure 
ways  to  get  at  it.  It  may  be  just  one 
of  those  tall  Western  tales,  but  the 
locals  like  to  tell  about  the  sheep 
rancher  who  invited  his  neighbors  to 
his  housewarming,  built  a  fire  in  his 
"stone"  fireplace,  and  saw  the  whole 
thing  go  ifp  in  a  stinking  blaze. 

Since  then  there  have  been  a  whole 
series  of  shale  oil  booms,  coinciding, 
for  the  most  part,  with  the  energy 
crises  that  preceded  most  oil  dis- 
coveries in  this  century. 

In  every  boom,  men  dreamed  and 
schemed  of  efficient  ways  to  1)  mine 
the  rock,   2)    heat  it  to  900°   F,  3) 


collect  and  condense  the  vapor— oil- 
that  is  released,  4)  recover  any  other 
valuable  elements  present  and  5)  dis- 
pose of  the  remaining  rock  which,  by 
a  perverse  law  of  nature,  expands  con- 
siderably after  the  oil  is  removed. 

For  the  dreamers  and  schemers, 
hopes,  long  dormant,  soared  again 
after  the  Organization  of  Petroleum 
Exporting  Countries  applied  the 
screws  to  the  oil-users  of  the  world. 
The  Federal  Government,  which 
owns  80%  of  the  11  million  acres  that 
is  shale  country,  moved— putting  up  a 
wee  bit  of  its  land  for  competitive 
bidding.  One  outfit,  Colony  Develop- 
ment Corp.,  announced  plans  (later 
canceled)  to  build  a  50,000-barrel- 
per-day  commercial  oil  shale  plant 
starting  this  spring. 

Now,  however,  it's  not  at  all  cer- 
tain that  even  $10-per-barrel  oil  can 
bring  shale  to  market.  The  biggest 
problem  is  cost:  With  known  process- 
es, estimates  are  that  it  will  require 
$12,000  in  capital  for  every  barrel  of 
commercial  production— and  inflation 
is  raising  the  figure  almost  daily.  This 
compares  with  $8,000  per  daily  bar- 
rels for  North  Sea  oil  and  $5,000  to 
$10,000  for  Alaskan. 

Another  horrendous  problem  is  wa- 
ter, which  is  required  in  most  pro- 
cesses. By  a  bitter  twist,  the  shale  is 
located  in  some  of  the  driest  areas  in 
the  U.S.  The  primary  water  supply  is 
the  Colorado.  Every  drop  taken  from 
it  increases  its  salinity,  which  has 
serious  implications  for  agriculture 
and  for  U.S.  relations  with   Mexico. 

And  finally,  what  do  you  do  with 
debris— after  you  have  mined  out  the 
rock  and  removed  the  oil? 

Field  Of  Battle 

So  far,  none  of  these  problems  has 
been  solved  satisfactorily.  And  yet  the 
quest  continues,  quickend  by  the  high 
cost  of  oil  and  the  U.S.'  growing 
vulnerability  to  imports.  It  is  centered 
in  one  area— bounded  by  Denver  on 
the  east,  GrancJ,  Junction  on  the  west, 
Vernal,  Utah  and  Laramie,  Wyo.  on 
the  north. 

"We're  going  to  do  it  this  time," 
John   B.   Jones  Jr.   insists.   Jones   has 


made  shale  his  life's  work.  A  chemical 
engineer,  Jones  says:  "Before  World 
War  II,  I  worked  for  the  Bureau  of 
Mines  in  Bartlesville,  Okla.  My  boss 
had  been  involved  in  oil  shale  in  the 
Twenties.  That  was  my  first  exposure 
to  it."  Later,  Jones  started  a  consult- 
ing business  and  got  involved  in  Bra- 
zil, helping  the  government  there  set 
up  an  oil  shale  operation  that  is  still 
producing  oil. 

In  1966  Standard  Oil  of  Ohio,  in 
the  person  of  Harry  Pforzheimer,  also 
a  chemical  engineer  by  training,  dis- 
covered Jones.  Sohio,  crude-deficient 
and  eager  to  bolster  its  domestic  re- 
serves, was  fascinated  by  shale.  It  be- 
came one  of  the  original  partners  in 
Colony  Development  Corp.,  which 
first  demonstrated  its  Tosco  II  pro- 
cess in  1964. 

The  Tosco  process,  owned  by  Oil 
Shale  Corp.  (Forbes,  Apr.  1,  1974) 
works.  Unfortunately,  it  is  complicat- 
ed, expensive  and  water-intensive.  It 
first  heats  ceramic  balls,  then  uses 
the  balls  to  heat  the  previously  mined 
shale  in  a  rotating  vessel.  It  requires 
considerable  quantities  of  water  be- 
cause it  reduces  the  rock  to  dust, 
which  must  be  damped  down.  So, 
Sohio  looked  the  world  over  for  a 
simpler,  less  expensive  process. 

The  process  they  chose  was  Jones's. 
But  since  Sohio  had  to  raise  several 
billion  dollars  for  the  Alaska  pipeline, 
Pforzheimer  put  together  a  separate 
group  to  fund  the  new  oil  shale  pro- 
cess. "Our  plan,"  he  says,  "was  to  go 
to  the  public,  but  investment  bankers 
advised  against  it,  so  we  raised 
$500,000  from  each  of  17  compa- 
nies." Sohio  is  one  of  the  17. 

The  new  company,  Paraho  Oil 
Shale  Demonstration  Inc.,  leased  the 
old  Bureau  of  Mines  site  at  Anvil 
Points  and  got  started.  Six  months 
later  Jones  had  a  pilot  plant  operat- 
ing. Now  the  outfit  has  just  com- 
pleted a  45-day  run  of  a  larger  "semi- 
works"  plant,  and  both  Pforzheimer 
and  Jones  are  grinning  from  ear  to 
ear.  In  Jones's  process,  the  shale  is 
fed  into  a  stationary  retort;  it  moves 
through  a  fire  zone  where  the  oil 
comes  off  as  a  vapor  and  is  removed. 


FORBES,   APRIL   1,    1975 


57 


\ 


America  needs 
more  steel. 


National  Steel 

will  pour  over  $1  billion 

into  a  new  steel  mill. 

If  we're  going  to  serve  the 
future,  iiwe're  to  meet  the 
needs  of  the  markets  that 
depend  on  us,  then  we  must 
increase  our  capacity.  So  the 
new  primary  steel-producing 
plant  at  our  Midwest  Division 
in  Portage,  Indiana,  will  be 
the  largest  single  undertaking 
in  National  Steel's  history,  bom        ^^  \  \- 
in  dollars  and  facilities.  It  will 
add  over  2-million  annual  tons  to 
our  production  capacity.  Existing 
Midwest  mills  will  convert  the  hot- 
rolled  coil  into  cold-rolled  sheet, 
galvanized  sheet  and  tin  mill  product? 
This  will  be  the  cleanest  primary  steel  mill 
ever  built,  with  elaborate  provisions  to  meet 
State  and  Federal  regulations  covering  air  and 
water  quality.  A  $l-billion  capital  expansion 
program  in  today's  economy?  We  can't  afford 
not  to.  Were  putting  our  money 
on  America. 


It's  time  you  heard  more  about  us. 
Send  for  our  1974  Annual  Report. 


National 

Steel 

Corporation 


2800  Grant  Bldg.,  Pittsburgh,  Pa.  15219 


Name. 


Address. 


City. 


State. 


Zip. 
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The  spent  shale  flows  out  the  bottom. 

"We've  got  it  this  time,"  Jones  re- 
peats softly. 

Maybe  so,  but  the  commercial- 
sized  test  is  yet  to  come.  That  is 
planned  for  later  this  year. 

Several  canyons  to  the  west  of  An- 
vil Point  lies  Logan  Wash,  just  out- 
side De  Beque,  which  was  the  center 
of  the  1920s  oil  shale  boom.  Here 
another  group  of  engineers  is  looking 
very  pleased  with  themselves.  These 
men  work  for  two  subsidiaries  of  Dr. 
Armand  Hammer's  Occidental  Pe- 
troleum Corp.— Garrett  Research  & 
Development  Co.  and  the  newly 
formed  Occidental  Oil  Shale  Inc. 

"This  is  the  right  field  and  the 
right  process,"  claims  Richard  Ridley, 
chemical  engineer  and  manager  of 
Oxy's  shale  project. 

Occidental's  process  heats  the  shale 
while  it  is  still  in  the  ground.  This 
has  great  appeal  because  it  essential- 
ly eliminates  two  very  expensive  and 
environmentally  controversial  steps: 
mining  the  rock  in  the  first  place 
and  then  disposing  of  it  once  the  oil 
has  been  removed.  It  does  not  require 
vast  quantities  of  water. 

Dr.  Donald  E.  Garrett,  head  of 
Garrett  Research,  says  he  came  up 
with  the  basic  idea  after  Hammer 
had  sent  him  off  on  two  different 
occasions  to  look  over  the  Colony  op- 
eration with  a  view  toward  buying  in. 
Garrett  advised  "no"  twice,  he  relates, 
and  the  irrepressible  Hammer  essen- 
tially said:  "If  you're  so  smart,  come 
up  with  your  own  process." 

Garrett's  basic  idea  was  to  mine 
out  a  relatively  small  "room"  under 
the  oil  shale.  From  there,  workers 
would  drill  holes  up  into  the  shale  for 
explosives  to  fracture  it,  and  other 
holes  down  into  it  for  oxygen,  for 
starting  a  fire  and  for  heat-measuring 
devices. 

The  idea  is  for  the  heat  to  release 
the  oil,  which  would  flow  to  the  bot- 
tom to  be  drained  off.  Some  of  the 
gases  would  be  removed  for  other 
uses  and  some  would  be  recirculated 
to  keep  the  fire  burning.   But  there 


Mammoth  And  Costly.  Eighty-ton 
trucks  haul  oil  shale  from  under- 
ground mines  to  rock  crushers.  From 
there  it  goes  to  retorts  where  the 
oil  is  separated  from  the  rock. 


are  problems— such  as  how  to  control 
the  explosions,  how  to  keep  the  fire 
burning  evenly,  how  to  drill  through 
rubble— which  are  keeping  Oxy's  en- 
gineers busy. 

From  the  beginning  Oxy's  whole  con- 
cept has  been  greeted  with  consider- 
able skepticism— partly  because  of 
Hammer's  reputation  for  exaggerating 
the  company's  accomplishments  and 
partly  because  Oxy  has  insisted  on 
keeping  a  high  degree  of  secrecy  up 
in  Logan  Wash. 

Forbes'  Jean  Briggs  recendy  visit- 
ed the  site.  No  flowing  oil  was  in 
sight  that  day  but  all  the  equipment 
was  in  evidence,  and  a  walk  through 
the  mine  indicated  that  room 
No.  Four  is  being  readied  for  the 
scale-up  test. 

The  Hopefuls 

Union  Oil  of  California  is  also  in 
the  act,  has  been  since  the  late 
Forties.  Not  much  is  going  on  at  the 
Union  Oil  site  on  Parachute  Creek 
halfway  between  Logan  Wash  and 
Anvil  Points  right  now— there  isn't 
even  a  guard  on  the  premises.  But 
the  company  is  running  tests  in  its 
recentiy  built  shale  oil  pilot  works  in 
Brea,  Calif,  and  it  will  make  a 
decision  this  year  to  build  or  not  to 
build  a  7,000-barrel-per-day  proto- 
type commercial  plant. 

Union  has  its  own  land  where  the 
shale  is  rich  and  easily  accessible 
through  canyons.  It  has  water  rights 
methodically  acquired  over  the  years. 
It  has,  too,  its  own  process  featuring 
an  ingenious  device,  known  as  a  rock 
pump,  which  feeds  the  retort  shale 
from  the  bottom.  However,  John 
Hopkins,  who  heads  Union's  new  syn- 
thetic fuels  division,  is  inclined  to  em- 
phasize the  ifs  in  the  company's  situa- 
tion. "We  don't  want  to  do  what 
Colony  did,"  he  says.  "That  is,  say 
we  are  going  ahead  and  then  have 
to  back  down.  If  inflation  abates  and 
we  can  get  some  idea  of  what  fu- 
ture costs  will  be,  if  we  have  some 
idea  of  what  OPEC  will  do,  if  we 
can  live  with  state  and  local  regula- 
tions and  taxes,  we  will  go  ahead, 
starting  with  a  7,000-barrel-per-day 
plant,  then  adding  others  up  to 
50,000  barrels  per  day.  Our  costs 
should  come  down  after  the  first 
plant."  His  "ifs"  are  big. 

Colony,  up  Parachute  Creek  from 
Union  Oil,  has  emphasized  again  and 
again  that  its  decision  last  October 
to  postpone  its  pjans— after  the  cost 


estimates  more  than  doubled— to  $800 
million— does  not  mean  it  has  aban- 
doned them.  "We  expect  to  go  for- 
ward, but  on  a  different  time  sched- 
ule," says  Hollis  Dole,  general  man- 
ager of  the  project.  Dole,  however, 
does  not  say  what  the  new  schedule 
will  be. 

Superior  Oil  is  apparentiy  working 
op  yet  another  process— although  it 
is  keeping  an  even  lower  profile  then 
Occidental. 

So  there  is  fierce  competition  in 
shale  country  right  now  to  develop  an 
economical,  environmentally  accept- 
able process.  Considerable  spoils  in 
the  form  of  licensing  fees  could  go  to 
the  winner— if  there  is  one.  At  the 
same  time,  work  is  proceeding  on  the 
four  federal  tracts  that  were  leased 
by  the  Department  of  the  Interior 
a  year  ago. 

The  lease  itself  stipulates  that  the 
companies  must  spend  two  years  col- 
lecting baseline  data.  What  this 
means  essentially  is  that  the  oil  com- 
panies have  hired  environment  moni- 
toring companies  to  count  and  catalog 
every  living  thing  on  the  5,000  acre 
tracts,  to  monitor  continuously  what 
is  in  the  supposedly  pristine  air,  and 
to  test,  also  continuously,  the  quality 
of  any  water  on  the  land.  Ornitholo- 
gists, terrestrial  biologists,  meteorolo- 
gists all  have  their  oars  in. 

Work  on  the  federal  tract  is  over- 
seen by  Peter  Rudedge  and  his  staff 
of  15.  Rutledge  is  the  area  shale  oil 
supervisor,  appointed  by  the  Secre- 
tary of  the  Interior  and  working  in 
Grand  Junction.  The  leases  were 
meant  to  give  the  nation  prototype 
shale  development  and,  barring  an 
Alaska-style  tie-up  in  the  courts,  it 
seems  clear  that  they  will   do  that. 

Beyond  the  prototypes,  however, 
there  are  nothing  but  question  marks. 
Will  one  of  the  processes  prove  cheap 
enough  to  make  oil  from  shale  com- 
petitive? Will  the  price  of  oil  drop 
sharply  in  the  world,  pricing  shale 
out  of  any  conceivable  market?  Will 
the  oil  companies  earn  sufficient  prof- 
its to  enable  them  to  experiment  with 
far-out  energy  alternatives?  Will  in- 
flation slow  down  enough  to  make  the 
capital  costs  bearable?  Or  will  that 
oil  remain  forever  locked  in  rock? 

"Big-scale  shale  oil  will  be  de- 
veloped," says  a  middle-aged  execu- 
tive of  one  of  the  projects,  "but  may- 
be not  in  my  lifetime."  Maybe  not, 
but  considering  the  economic  and 
political  importance  of  oil,  it  is  a  good 
thing  that  determined  engineers  are 
continuing  their  quest  in  shale  coun- 
try. Coal  and  nuclear  energy  may 
right  now  look  like  more  practical  al- 
ternatives to  petroleum,  but  too  much 
is  at  stake  to  ignore  a  potential  trea- 
sure trove  like  shale.  ■ 
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Locate  your  plant 

where  your 

natural  resources  are. 


Utah  is  recognized  as  one  of 
the  major  storehouses  of 
raw  materials  in  the  United 
States.  More  than  200  useful 
minerals  are  found  here, 
probably  more  than  any  com- 
parable area  in  the  whole 
world. 

So  no  matter  what  your  raw 
materials  needs  are,  there  is 
a  good  chance  you  can  find 
them  in  Utah. 

Most  of  Utah's  mineral 
production  is  processed  within 


Tapping  chemicals  ol  Great  Salt  Lake 

the  State... iron  and  steel, 
copper,  oil,  salt,  uranium, 
beryllium,  gypsum,  and  many 
other  products.  The  opportuni- 
ties for  further  processing  and 
fabricating  these  materials 
are  unlimited. 

And  don't  overlook  the 
fact  that  Utah  has  abundant 
and  diverse  resources  to  meet 
the  energy  needs.  With  its  vast 
coal,  oil,  *oil  shale,  and  uranium 


supplies,  and  with  its 
encouraging  geothermal 
explorations,  Utah  is 
certain  to  play  a  major 
role  in  meeting  the 
energy  needs  of  the 
future  in  America. 
Utah's  amazing 
mineral  resources  are 
matched  by  its  chemical 
reserves,  which  are 
just  starting  to  be 
tapped.  It  is  estimated 
that  there  are  five 
billion  tons  of  dissolved  chemi 
cals  in  the  brines  of  Great 
Salt  Lake.  This  includes  four 
billion  tons  of  sodium  chloride 
600  million  tons  of  sodium 
sulfate;  100  million  tons  of 
potassium;  150  million  tons 


A  new  oil  ng  in  production 


Kennecott  Copper  operation. 


of  magnesium;  and  lesser 
quantities  of  calcium  carbonate, 
as  well  as  lithium,  bromine, 
and  boron. 

What  do  you  need?  There's 
a  good  chance  Utah's  got  it! 

And  here's  a  very  special 
added  advantage:  You  are  just 
about  equi-distance  from  all 
major  cities  in  the  33,000,000 
Western  Market,  with  excellent 
transportation  and  many  special 
marketing  advantages. 

Yes,  Utah  could  be  the 
logical  place  to  locate  your 
plant  and  maybe  your  new 
corporate  or  regional  office. 

For  information,  write  to: 

John  Rencher,  Director 
Utah  Industrial  Promotion 
Division,  Dept.  F-1 
#2  Arrow  Press  Square 
Salt  Lake  City,  Utah  84101 


Win  the  West  from 


mmi 


MCA  INC 


A  diversified 

entertainment  and  leisure 
lime  company  Its  principal 
operations  include 
UNIVERSAL  PICTURES 
Producer  and  distributor 
of  theatrical  motion 
pictures 
UNIVERSAL  TELEVISION 

Producer  of  television 
enlertainment  lor  the 
ABC.  CBS  and  NBC 
networks  and  subsequent 
syndication  markets 
MCA-TV 

The  leading  international 
distributor  of  theatrical 
and  television  films  to  TV 
MCA  RECORDS 
Producer  and  worldwide 
distributor  of  phonograph 
records  and  tapes 
MCA  MUSIC 
A  major  music  publisher 
with  overseas  subsidiaries 
SPENCER  GIFTS 
211  retail  stores  in  34 
states  Catalogue  mailings 
to  25  million  homes 
annually 

MCA  FINANCIAL 
Administers  MCAs  real 
estate  insurance  and  data 
processing  in  Colorado 
as  well  as 

COLUMBIA  SAVINGS 
AND  LOAN 

The  second  largest  S&L 
in  Colorado 
UNIVERSAL  STUDIO 
TOUR  AND 
AMPHITHEATRE 
Two  leading  Southern 
California  entertainment 
attractions 

LANDMARK  SERVICES 
Operates  tours  of 
the  Federal  Mall  in 
Washington  D  C  and 
Arlington  National 
Cemetery. 
YOSEMITE  PARK  & 
CURRY  CO. 
Operates  substantially  all 
facilities  at  Yosemite 
National  Park  under  a 
concision  contract  with 
the  US  Department  of 
the  Interior 
UNIVERSAL  CITY 
REAL  ESTATE 
DEVELOPMENT 
Developer  of  MCAs 
420-acre  Universal  City. 
California,  property 
MCA  DISCO-VISION 
Research  and 
development  of  the 
Philips/MCA  video- 
disc system  for  home 
entertainment 
OTHER  MCA 
OPERATIONS 
Universal  Commercial- 
Industrial  Films 
Universal  Education 
and  Visual  Arts 

United  World  Films 
Minibus,  Inc 
MCA  Publishing 


MCA 

Our  50th 
anniversary  year 

was  our 
third  consecutive 

year  of 
record  earnings. 


These  are  the  earnings  per  share  for  1974 
and  our  previous  record  years: 


First 
Quarter 

Second 
Quarter 

Third 
Quarter 

Fourth 
Quarter 

Total 

1974 

$1.24 

$1.77 

$1.83 

$2.01 

$6.85 

1973 

.76 

.74 

.61 

.95 

3.06 

1972 

.65 

66 

.51 

70 

2.52 

Our  report  to  stockholders  will  be  available  on  March  24,  1975.  To  obtain  a  copy,  please  write  to 
Treasurer,  MCA  Inc  ,  100  Universal  City  Plaza,  Universal  City,  California  91608. 
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Faces  Behind  the  Figures 


Siess  of  Apco  Oil 

Were  he  inclined  to  look  backward, 
Charles  P.  Siess  Jr.,  the  48-year-old 
president  of  Apco  Oil  Corp.,  could  be 
bragging  these  days.  His  Houston- 
based  independent  refining  outfit  had 
a  good  year  in  1974— earnings  of  $8 
million  on  sales  of  $231  million— while 
other  independents  were  hurting. 
But  the  boyish-looking  Siess  is  look- 


Over  The  (Incremental)  Barrel 


ing  ahead,  not  backward,  and  is  wor- 
ried. "The  future  is  clouded  for  com- 
panies like  ours,"  he  says. 

The  independents'  problem  is  the 
so-called  incremental  barrel,  which  is 
the  last  barrel  of  crude  that  a  pro- 
ducer pumps  out  of  the  ground.  This 
used  to  be  the  cheapest  and  most 
profitable  barrel,  simply  because  it 
was  all  gravy;  the  earlier  barrels  had 
covered  the  overhead.  So  much  so 
that  the  crude-rich  major  oil  compa- 
nies would  suffer  unprofitable  refining 
and  marketing  just  to  move  those  ex- 
tra barrels.  In  turn,  Apco  and  the 
other  independents  bought  that  extra 
barrel  from  the  majors— for  as  little  as 
$3.60  as  recently  as  two  years  ago— 
and  made  good  money  refining  it. 
"Today,"  says  Siess,  "the  incremental 
barrel  is  the  most  expensive  and  the 
least  profitable." 

It  got  expensive  during  1973  when 
the  Federal  Energy  Agency  separat- 
ed "new"  from  "old"  crude,  fixing  the 
price  of  the  latter  at  $5.25  a  barrel, 
but  letting  the  former  rise  with  the 
market— to  as  high  as  $11  to  $12  cur- 
rently.  "By   fiat,   we   became   uncom- 


petitive," Siess  says.  The  majors  had 
most  of  the  "old"  oil  and  the  inde- 
pendents  were   left  with   the   "new." 

To  redress  the  imbalance  some- 
what, the  FEA  put  in  crude  entitle- 
ment regulations  last  fall,  which  at 
least  equalized  the  ratios  of  new  and 
old  oil  for  all  buyers.  The  effect  for 
Apco  was  collections  of  about  $1.5 
million  in  November  and  December 
alone  from  selling  its  entitlements  to 
others.  Siess  would  like  to  go  further: 
to  do  away  with  the  old  and  new 
labels  and  have  oil  traded  at  auction 
like  other  commodities.  That  is,  to 
have  enough  oil  traded  so  there 
would  be  a  "free"  market,  rather  than 
one  in  which  the  majors  own  most  of 
the  oil.  He  thinks  this  would  make 
the  incremental  barrel  at  least  rela- 
tively cheap  again. 

This  may  be  a  forlorn  hope,  be- 
cause Congress  seems  unwilling  to 
make  the  consumer  swallow  the  more 
expensive  oil  that  would  result  from 
letting  the  market  rather  than  the  law 
determine  petroleum  prices.  The  whole 
mess  is  typical  of  the  growing  tangle 
of  red  tape  that  seems  to  be  the  U.S. 
Government's  substitute  for  a  strong 
and  rational  energy  policy.   ■ 


Clang,  Clang 


"In  1920  there  were  50,000  miles  of 
streetcar  lines  in  the  U.S.,"  says  trans- 
portation consultant  Stewart  Taylor. 
"Why,  you  could  ride  from  New  York 
to  Chicago  with  just  two  short  gaps." 

Taylor  thinks  pulling  up  all  that 
track  was  a  colossal  mistake.  The  45- 
year-old  vice  president  of  an  East 
Coast  engineering  firm  has  just  com- 
pleted a  report  for  Washington's  Heri- 
tage Foundation,  and  he  argues  that 
with  a  few  refinements  basic  clang- 
clang  technology  could  help  solve  our 


current  mass-transit  problems. 

In  Europe,  says  Taylor,  many  cit- 
ies have  successful,  modern  versions 
of  our  old  trolleys.  Known  today  as 
light  rail  systems,  they  have  been 
improved  two  ways.  Cars  are  bigger 
and  faster,  and  tracks  run  in  special 
lanes  rather  than  mixed  with  traffic. 

Try  out  these  statistics:  With  cou- 
pled cars,  one  driver  on  a  light  rail 
line  can  handle  up  to  400  passengers 
—one-fifth  the  labor  requirement  of 
buses.  Built  from  scratch,  such  sur- 
face systems  cost  10%  of  what  it  takes 
to  finance  their  underground  counter- 


Transit  Consultant 
Taylor 


parts.  Surprisingly,  they  can  be  al- 
most as  efficient.  A  trolley-type  line 
in  Frankfurt,  Germany  runs  at  a 
scheduled  speed  (including  stops)  of 
nearly  25  mph,  vs.  29  mph  for  local 
trains  on  New  York's  dank  subways. 

Despite  the  fact  that  old-style 
streetcars  still  linger  in  cities  like 
Cleveland,  Pittsburgh  and  New  Or- 
leans, Americans  haven't  shown  much 
interest  in  revamping  such  systems. 
Thanks  to  a  recent  government  grant, 
Boeing  is  building  new  light  rail  cars 
for  Boston  and  San  Francisco,  but 
more  publicity  goes  to  automated 
people-movers  like  that  at  Dallas-Ft. 
Worth's  airport  (a  system  now  closed 
because  of  technical  problems)  or 
to  cost  overruns  like  those  on  Wash- 
ington's new  $4.5-billion  subway. 

"The  image  of  the  old  trolley  is  the 
biggest  barrier  to  modern  light  rail 
transit,"  says  Taylor.  "We  wanted  to 
shuck  off  the  streetcar  because  it  was 
noisy  and  got  in  the  way.  Now  the 
freedom  of  the  automobile  has  got 
us  tied  down  again,  so  we're  spend- 
ing tens  of  billions  on  automation  and 
on  digging  that  we  may  not  need. 

"In  America  we  always  want  to  be 
the  best,"  he  says,  "but  alas,  we  are 
too  ready  to  equate  progress  with 
sophistication."   ■ 
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You  couldn't  pass  this 
on  the  highway 


This  giant  300,000  pound  absorber 

tower  was  moved  by  special  Santa  Fe 

train  from  Kansas  to  the  Gulf  Coast 


Count  on  Santa  Fe 

when  the  going  gets  tough 

This  big  load  is  an  example  of  how  customers  turn  to  Santa  Fe  with  a  tough 
shipping  problem. 

Today  there  are  a  lot  of  tough  problems  to  be  solved.  For  example,  the 
high  costs  and  shortages  of  fuel  are  creating  shipping  problems  for  many 
companies. 

Santa  Fe  can  help  here,  too,  because  a  truck  uses  4  times  more  fuel  than 
a  train.  On  the  other  hand,  if  you  already  have  trucks,  we  can  piggy-back 
them.  This  plan  not  only  saves  fuel,  but  takes  your  freight  out  of  highway  speed 
zones  and  onto  our  super  freights  which  can  operate  up  to  80  miles  per  hour.  " 

Santa  Fe  serves  a  big  territory  between  Chicago,  California  and  Texas; 
and  where  we  don't  go,  we  have  run-thru  connections  with  other  railroads  to 
speed  shipments  nationwide. 

Now's  the  time  to  put  Santa  Fe  people,  equipment  and  facilities  to  work 
on  your  tough  shipping  problems,  but  remember  we  can  handle  the  easy 
ones,  too! 

Call  today. 


The  Atchison,  Topeka  and 

For  freight  information,  call  one  of  our  65  traffic  centers 
coast-to-coast  (plus  Honolulu,  Mexico  or  Tokyo)  or  write 
General  Manager-Freight  Traffic,  80  East  Jackson  Blvd., 
Chicago,  III.  60604.  Telephone  (312)  427-4900 


Santa  Fe 


Railway 

A  Santa  Fe  Industries  Company 


Faces  Behind  the  Figures 


One  Man's  View  .  •  . 

When  it  comes  to  calling  the  turn  in 
housing,  35-year-old  Robert  Mylod 
should  know  whereof  he  speaks.  He 
has  just  taken  over  as  president  of 
Advance  Mortgage  Corp.,  Citicorp's 
mortgage  banking  subsidiary.  Before 
that  he  was  vice  president  for  real 
estate  services  at  Citicorp. 

"Housing,"  declares  Mylod,  "has 
turned  the  corner." 

Mylod's  optimism  is  not  based  so 
much  on  the  sound  of  hammer  and 
nails,  which  is  still  muted  around  the 
nation,  as  on  the  sound  of  footsteps 
as  potential  homebuyers  once  again 
begin  to  tramp  around  completed 
housing  developments.  "You  can't  re- 
duce it  to  a  number,  of  course,"  he 
says.  "But  the  activity,  the  interest  in 
looking  at  houses,  is  there  again." 

Mylod  sees  another  indicator  pick- 
ing up  also:  money.  Money  is  starting 
to  find  its  way  back  into  savings  in- 
stitutions, he  says,  a  sure  sign  that 
mortgage  financing  will  be  available 
for  an  upturn.  The  nation's  mutual 
savings  banks,  for  example,  reported 
a  February  deposit  increase  of  $675 


Mylod  of  Advance  Mortgage 


million,  a  monthly  inflow  topped  only 
in  the  years  1971  and  1972,  the  best 
ever  in  housing. 

"When  the  savings  start  flowing, 
the  builders  start  building  and  the 
buyers  start  buying,"  says  Mylod. 

Sure,  he  concedes,  there's  a  back- 
log of  around  400,000  unsold  homes 
and  300,000  unsold  condominiums  to 
be  worked  down.  But  if  buyer  demand 
is  up,  he  points  out,  that  backlog 
will  be  washed  out  in  two  or  three 
months. 

But  are  the  buyers  really  back, 
with  the  recession  still  raging  and  the 
unemployment  rolls  mounting?  Mylod 
answers  that  historically  housing 
comes  back  before  employment  climbs 
in  any  business  cycle.  For  the  year, 
the  backlog  of  unsold  homes  and  re- 
cession notwithstanding,  Mylod  sees 
housing  starts  of  at  least  1.5  million, 
compared  with  1.3  million  in  1974. 
By  the  final  quarter  of  1975  he  fig- 
ures housing  starts  will  be  perking 
along  at  a  1.9-million  annual  rate. 

"I  don't  think  the  recovery  will  be 
smooth,"  he  grants.  "But  I  think  the 
general  trend,  starting  in  this  period, 
is  on  the  uptick."  ■ 


Another  Man's  View 

Dr.  Saul  B.  Klaman,  who  speaks 
for  the  savings  banks  with  that  big 
deposit  inflow  in  February,  disagrees 
with  Mylod.  "The  housing  recovery 
won't  be  so  smooth  or  so  fast,"  he, 
says.  "What  should  be  clear,  but  ap- 
parendy  isn't  to  some  rather  optimistic 
observers,  is  that  underlying  the  hor- 
rendous housing  statistics  is  an  in- 
dustry in  utter  disarray.  The  building 
industry  has  been  traumatized  by  its 
1974  experience.  New  building  ven- 
tures won't  be  undertaken  quickly. 
Savings  institutions  must  first  relique- 
fy  and  pay  off  debts." 

Klaman,  too,  should  know  where- 
of he  speaks.  For  nine  years  he  has 
been  a  vice  president  and  chief 
economist  for  the  National  Associa- 
tion of  Mutual  Savings  Banks. 

Referring  to  those  400,000  unsold 
homes  and  300,000  unsold  condo- 
miniums, Klaman  says,  "Prices  must 
be  slashed  to  move  them.  There  will 
be  more  bloodbaths  before  that  is  ac- 
complished." In  contrast  to  Mylod's 
prediction  of  1.5  million  housing 
starts  for  1975,  Klaman  doesn't  see 
any  more  than  1.25  million  units  be- 
ing started,  pointing  to  "the  shock- 
ingly low  number  of  building  permits 
issued   in  January,   which   wipes   out 


the  first  quarter  at  least." 

Klaman  concedes  there  could  be 
some  improvement  if  the  federal  gov- 
ernment increases  subsidies  for  inter- 
est rates   or,    as   the   Senate   Finance 


Klaman  of  NAMSB 


Committee  recently  proposed,  sub- 
sidizes housing  prices.  But  he  also 
thinks  these  subsidies  could  further 
complicate  the  problem.  Why?  Be- 
cause to  get  the  money  the  Govern- 
ment would  have  to  borrow  heavily, 
pushing  up  interest  rates  and  run- 
ning up  its  already  huge  budget 
deficit  even  further.  "It's  possible  that 
any  housing  recovery  could  be  abort- 
ed prematurely,"  he  says. 

Even  if  a  recovery  does  begin  later 
in  the  year,  Klaman  adds,  "Housing 
will  remain  a  roller-coaster  industry, 
with  another  painful  cyclical  down- 
turn lurking  a  few  years  ahead."  He 
figures  it  will  take  "nothing  less  than 
major  structural  reform"  to  get  hous- 
ing off  the  roller  coaster.  He  would 
like  to  see  more  flexible  mortgage 
rates,  partially  tax-exempt  interest 
for  savings  accounts,  revamping  of 
the  Federal  Housing  Administration, 
changed  state  usury  laws.  He  says, 
too,  that  sharper  interest  rate  dif- 
ferentials between  savings  bank  de- 
posits and  commercial  bank  deposits 
are  needed  to  insure  that  the  former, 
who  lend  primarily  on  mortgages,  will 
always  have  enough  funds  for  hous- 
ing. "Until  then,"  says  Klaman,  "hous- 
ing won't  be  a  strong  industry." 

"I'd  like  to  be  an  optimist  too,"  he 
adds,  "but  I  am  also  a  realist."  ■ 
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Faces  Behind  the  Figures 


Order  Out  Of  Chaos? 

As  a  senior  fellow  at  Washington's 
Brookings  Institution,  43-year-old  Har- 
vard economist  Alice  Rivlin  was  fre- 
quently a  vocal  critic  of  the  way  that 
Congress  tackled  its  budget-mak- 
ing chores. 

"Business  groups  can't  believe  how 
disorganized  Congress  has  been,"  she 
says.  "Until  last  year  there  was 
never  any  mechanism  for  looking  at 
the  whole  budget.  You  had  somebody 
in  charge  of  income,  somebody  else 
in  charge  of  spending,  and  they  nev- 
er talked  to  each  other." 

Evidently,  someone  in  the  House 
and  Senate  budget  committees  fig- 
ured that  Rivlin  knew  what  she  was 
talking  about.  After  some  backing  and 
filling,  they  have  just  put  her  in 
charge  of  the  new  Congressional  Bud- 
get Office,  with  a  salary  of  $40,000 
and  a  75-person  staff.  And  while  she 
has  had  to  spend  some  time  on  such 
trivia  as  finding  office  space  roughly 
the  same  distance  from  the  House 
and  Senate  chambers,  she  believes 
that  things  are  starting  to  move. 

"Our  function,"  she  says,  "is  to  lay 
out  broad  alternatives  for  the  Con- 
gress. We'll  analyze  major  program 
choices,  like  making  the  deficit  small- 
er or  larger,  and  try  to  give  lawmak- 
ers better  information  about  the  im- 
pact of  the  budget  on  things  like 
wages  and  prices." 

Besides    getting    the    spenders    to- 


gether with  the  tax-gatherers,  Rivlin 
sees  another  obvious  place  where 
Congress  could  improve  its  budgeting 
ways.  "When  the  Federal  Govern- 
ment's fiscal  year  began  on  July  1, 
Congress  used  to  start  its  budget 
process  in  February  and  usually  did 
not  finish  until  December,"  she  says. 
"The  year  was  half  over  before  agen- 
cies got  their  money.  Now  that  the 
fiscal  year  will  begin  in  October, 
there  will  be  more  time.  Longer-run 
planning  ought  to  make  sense  to  busi- 
nessmen. After  all,  they  do  it  all 
the  time. 

"But  it  would  be  better  for  Con- 
gress to  get  even  further  ahead  by 
asking  the  Administration  to  submit 
budget  proposals  a  full  year  earlier." 

That  could  be  a  tall  order,  of 
course.  There's  a  lot  of  political  safe- 
ty in  reserving  decisions  and  keeping 
open  alternatives  until  the  last  mo- 
ment. Then  too,  if  the  budget  cur- 
rendy  being  debated  in  Congress  had 
been  submitted,  say,  six  months  ear- 
lier, it  would  have  been  geared  to  an 
inflationary  rather  than  a  recessionary 
economy. 

Certainly,  though,  any  efforts  to 
bring  longer  range  planning  to  the 
biggest  business  in  the  world  has  to 
be  a  step  forward.  Setting  up  the 
budget  office  and  installing  Alice  Riv- 
lin at  its  head  could  prove  to  be  one 
of  those  quiet,  little-noticed  moves 
that  wind  up  having  a  very  big  effect 
on  how  the  Government  is  run.  ■ 


Budget-Watcher  Rivlin 


Hustler  With  A  Yen 


Hugel  of  Brother  International 


A  couple  of  years  ago  Brother  In- 
ternational was  a  hot  company. 
Thanks  in  part  to  an  overpriced  dol- 
lar, the  50%-owned  subsidiary  of  To- 
kyo-based Brother  Industries  scared 
Singer  half  to  death  with  its  sewing 
machines  and  rose  to  No.  Two  or 
Three  in  portable  typewriters.  Brook- 
lyn-born President  Max  Hugel  (he 
still  has  traces  of  a  Brooklyn  accent) 
was  in  his  element,  hustling  like  mad. 

Hugel  is  still  hustling,  but  now  he's 
hustling  to  survive.  His  competition— 
and  the  economy  here  and  in  Japan- 
has  caught  up  with  him.  In  fact,  for 
the  first  nine  months  of  fiscal  1975 
Brother  International  actually  showed 
a  loss  on  operations. 

Is  Hugel  ready  to  quit?  "Not  only 
am  I  not  going  to  quit,"  he  proclaims, 
"I'm  going  to  fight  like  hell."  If  any- 
one can  fight  back,  it's  Hugel.  In 
1950  he  found  himself  broke  in  Japan. 
Instead  of  wiring-'hcwe  for  money,  he 
talked  Nippon  Sewing  Machine  into 
assigning  him  3,000  surplus  machines 


to  sell  overseas  within  60  days.  Im- 
possible? He  sold  them  in  48  hours 
with  six  phone  calls  to  U.S.  compa- 
nies— collect  from  Japan. 

His  career  has  been  full  of  such 
stunts.  "When  we  started  selling  type- 
writers," he  recalls  with  a  grin,  "Rem- 
ington told  us  we'd  never  succeed  be- 
cause typewriter  manufacturing  was 
an  art  passed  from  father  to  son." 

Hugel  returned  to  Japan  and  con- 
vinced the  parent  to  give  him  a  solid 
portable  at  a  good  markup  to  the  re- 
tailer. When  Brother  management 
proudly  showed  him  their  first  type- 
writer, Hugel  recalls,  "I  took  my  fist 
and  pounded  down  on  the  keys  as 
hard  as  I  could.  They  thought  I  was 
crazy.  But  five  years  later  we  were 
making  typewriters  for  Remington." 

What's  Hugel  doing  now?  The  us- 
ual—cutting prices,  selling  hard,  pray- 
ing—plus another  thing:  He  isn't  giv- 
ing up.  "If  you  put  your  head  in  the 
sand,  you'll  die.  There's  business  out 
there  and  we're  going  to  get  it."  ■ 
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Can  you  tell 
which  is  man-made 

and  which  is 
Mother  Nature's?. 


Peoples  Gas  is  spending  $90  million  to  make  synthetic  gas 

as  good  as  Mother  Nature's* 


We're  not  about  to  knock  Mother 
ature.  She  makes  a  great  gas. 

But  she  could  use  some  help. 

So  now  we're  gearing  up  to  supplement 
sr  supplies  with  some  gas  of  our  own. 

In  a  $90  million  production  facility 
lat  will  produce  160  million  cubic  feet 
f  synthetic  gas  a  day.  Gas  that  is  as  clean 
jrning  and  versatile  as  Mother  Nature's. 


The  plant  will  come  into  operation 
in  1975.  Its  output  alone  could  supply 
18%  of  Chicago's  current  natural 
gas  needs. 

But  synthetic  gas  isn't  all  we've  got 
cooking.  We've  already  pumped  nearly 
one-third  of  a  billion  dollars  into  the 
exploration  and  development  of  natural 
gas  supplies  in  the  Gulf  of  Mexico. 
Gas  that's  flowing  through  our  pipe- 
lines to  market  right  now. 


And  for  the  future  we're  investing 
in  coal  gasification,  a  pipeline  from  the 
Arctic  areas  of  Alaska  and  Canada,  and 
a  worldwide  search  for  new  sources  of 
liquefied  natural  gas. 

At  Peoples  Gas  we're  continually 
looking  for  new  sources  of  natural  gas  to 
supply  mid-America.  Including  making 
-that's  ours  on  the  right. 


our  own- 


PEOPLES  GAS  COMPANY 

An  Integrated  Natural  Gas  Network:  Natural  Gas  Pipeline  Company  of  America. 

The  Peoples  Gas  Light  and  Coke  Company.  North  Shore  Gas  Company.  Harper  Oil  Company. 

Write  for  1974  Annual  Report:  122  S.  Michigan  Ave.,  Chicr  30,  II.  60603 


$250,000,000 

< 

Sears,  Roebuck  and  Co. 

7%%  Debentures  due  March  1,  1985 


Price  100% 

Plus  accrued  interest  from  March  1,  1975 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  legally 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 


Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 


The  First  Boston  Corporation     Kuhn,Loeb&Co.     Merrill  Lynch,  Pierce,  Fenner&  Smith     Salomon  Brothers 

Incorporated 

BIyth  Eastman  Dillon  &  Co.  Dillon,  Read  &  Co.  Inc. 

Incorporated 

Hornb  lower  &  Weeks-Hemp  hi  ll,Noyes 

Incorporated 

Lazard  Freres  &  Co. 


Drexel  Burnham  &  Co. 

Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 


Donaldson,  Luf  kin  &  Jenrette 

Securities  Corporation 

E.  F.  Hutton  &  Company  Inc. 


Smith,  Barney  &  Co. 

Incorporated 

White,  Weld  &  Co. 

Incorporated 

Bear,  Stearns  &  Co. 

Shields  Model  Roland  Securities 

Incorporated 

American  Securities  Corporation 
William  Blair  &  Company 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Warburg  Paribas  Becker  Inc. 
Dean  Witter  &  Co. 

Incorporated 

L.  F.  Rothschild  &  Co. 


Lehman  Brothers 

Incorporated 

Reynolds  Securities  Inc. 

Wertheim  &  Co.,  Inc. 

Wood  Gundy  Incorporated 

Shearson  Hayden  Stone  Inc. 


Weeden  &  Co.        ABD  Securities  Corporation        Allen  &  Company 

Incorporated  Incorporated 

Bacon,  Whipple  &  Co.  Basle  Securities  Corporation 


Alex.  Brown  &  Sons       The  Chicago  Corporation 

iirg,  Thalmann  &  Co.  Inc. 
Oppenheimer  &  Co.,  Inc. 


Blunt  Ellis  &  Simmons 

Incorporated 

Dominick  &  Dominick,     F.  Eberstadt  &  Co.,  Inc.     Kleinwort,  Benson     Ladenburg,  Thalmann  &  Co.  Inc. 

Incorporated  Incorporated 

Moseley,  Hallgarten  &  Estabrook  Inc.  John  Nuveen  &  Co. 

Incorporated 

Piper,  Jaffray  &  Hopwood  R.  W.  Pressprich  &  Co.  SoGen-Swiss  International  Corporation 

Incorporated  Incorporated 

Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc.      Spencer  Trask  &  Co.      Tucker,  Anthony  &  R.  L.  Day 

Incorporated 

UBS-DB  Corporation  C.  E.  Unterberg.  Towbin  Co.  Wood,  Struthers  &  Winthrop  Inc. 
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The  Money  Men 


%A/ould  we  be  able  to  meet  Harold 
•"  Ehrlich  for  lunch  at  the  Bank- 
ers Club-around  12:30? 

Hal  Ehrlich?  Sure,  delighted.  Apart 
from  being  the  latest  president  of 
Bernstein-Macaulay  (there  have  been 
three  since  1969),  an  investment  arm 
of  Hayden  Stone  that  manages  about 
$360  million  (fairly  well),  Ehrlich 
is  always  full  of  ideas.  Ideas  that  he 
presents  with  great  gusto  and  convic- 
tion. We  eat.  He  talks. 

Just  tell  him  to  bring  his  crystal 
ball  along. 

Fat  chance  he  would  leave  it  be- 
hind, though.  Ehrlich  just  loves  to  re- 
mind people  how  accurate  his  market 
forecasts  have  been  lately.  There's 
not  a  bashful  bone  in  his  body. 

"I  gave  a  speech  before  the  West- 
ern Pension  Conference  on  Jan.  11, 
1973,"  he  says.  "The  exact  top  of  the 
stock  market.  It  was  entitled  'Some- 
where over  the  Rainbow.'  That 
speech  said  interest  rates  are  going 
to  go  up  a  lot,  inflation  is  going  to 
eat  up  a  lot,  the  top  tier  is  finished, 
the  stock  market  is  very  vulnerable, 
and  we're  probably  headed  for  a  re- 
cession somewhere  down  the  road. 
That's  what  that  speech  said.  And 
that  was  in  January  J  973— not  1974!" 

You  do  this  all  the  time?  we  ask, 
taking  time  to  savor  some  of  the  best 
oysters  in  Manhattan,  this  side  of 
Sweets  restaurant. 

"All  the  time!"  he  replies  excitedly. 
"I  mean  it!  In  April  1974  I  ran  a  short- 
age conference  at  the  height  of  the 
shortage  craze  and  I  said  this  is  bunk! 
The  shortages  were  over  right  there 
and  then.  I  cited  the  price  of  copper— 
which  was  then  $1.25— and  said  it 
would  be  60  cents  before  it  was 
$1.30.  There  were  100  people  in  the 
room,  if  you  want  to  check." 

We  have  another  oyster. 

"On  Oct.  4,  1974,"  he  goes  on,  be- 
tween bites,  "I  gave  a  speech  to  the 
Contrary  Opinion  Forum,  and  there 
were  250  people  in  the  audience,  and 
I  said  this  is  the  bottom.  We  are  like 
scavengers  picking  up  things  like 
Eastman  Kodak  and  IBM  and  this  is 
what  we  did." 

Since  you're  so  smart,  you  must 
have  done  a  bang-up  job  with  that 
$360  million  you're  managing,  we 
observe.  That  one  didn't  bother  Ehr- 
lich at  all. 

"If  you  compare  our  composite  per- 
formance figures  with  A.G.  Becker's 
figures  or  the  Frank  Russell  figures  or 
anyone   else's,   you'll   see   that  we've 


Happy    Harold 

been  in  the  top  third  or  better 
among  all  rated  money  managers 
since  1967  when  Bernstein-Macaulay 
started  to  keep  such  records." 

He  comes  up  for  air,  takes  a  sip 
from   his   drink,   and  plunges    ahead. 

"Take  our  largest  account,  which  is 
a  third  of  the  State  of  Hawaii's  pub- 
lic employees'  retirement  system, 
okay?  On  Jan.  1,  1972  Scudder, 
Stevens  &  Clark,  Bank  of  America 
and  ourselves  were  each  given  about 
$99  million,  earning  about  $3  million 
each.  Exactly  the  same  stocks,  exact- 
ly the  same  bonds  and  so  on.  Each 
of  us  got  a. cash  flow  of  about  $12 
million  over  the  next  15  months.  So 
we  were  investing  that  money  on  the 
way  up,  remember  that!  Three  years 
later  when  the  Dow  has  gone  from 
870  to  1067  to  570  and  back  to  about 
640  at  the  end  of  1974— a  complete 
market  cycle  and  materially  lower— 
we  have  $103.5  million,  Bank  of 
America  has  $92.5  million,  and  Scud- 
der has  about  $92.5  million.  Bank 
was  producing  about  $4.2  million  of 
income,  Scudder  about  $6.8  million 
and  ourselves  $8.6  million  of  income. 
So  the  State  is  down  from  $333  mil- 
lion to  about  $288  million.  .  .  ." 

He  is  scribbling  furiously  on  his 
paper  napkin  now. 

"But  instead  of  producing  $9  mil- 
lion overall,  we  alone  are  producing 
nearly  $9  million  and,  with  the  oth- 
ers, it's  up  to  $22  million  in  income. 
I  think  that's  pretty  good  performance 
over  that  period  of  time." 

The  chicken  tetrazzini  isn't  bad 
either.  With  volume  off  sharply,  the 
Bankers  Club  must  be  trying  harder. 

Now  Ehrlich  has  embarked  on  the 
"philosophical  approach"  of  Berstein- 
Macaulay.  There  are  four  principles. 
Heaven  help  us. 

"Number  one  is  conservatism:  Per- 
formance is  not  created  by  making 
spectacular  gains,  but  by  the  absence 
of  losing  a  lot.  If  you  lose  half  of 
your  money,  you've  got  to  make  100% 
just  to  get  even.  Losing  half  your 
money  is  very  easy  to  do.  Getting  a 
100%  return  is  very  difficult." 

Bet  you  weren't  telling  your  clients 
that  when  you  were  at  Loeb,  Rhodes 
in  the  mid-Sixties,  we  remark. 

"You  wanna  bet?  You  check  with 
my  customers  back  then." 

Never  mind,  we  reply,  what  are 
the  other  principles? 

"The  second  is  consistency.  Studies 
that  have  been  done  recently  show  a 
high   degree   of  correlation  between 


Ehrlich  of  Bernstein-Macaulay 

volatility  and  poor  performance.  Try 
to  shoot  for  reasonable,  realizable  re- 
turns year  in  and  year  out." 

But  markets  vary  greatly  in  terms 
of  the  range  of  opportunity. 

"That's  right!"  says  Ehrlich  trium- 
phantly. "That's  why  you  must  shift 
from  market  to  market." 

Well,  that's  so  vague  you  can  ra- 
tionalize almost  anything. 

"No  it  isn't,"  he  insists.  "We  look 
at  rate  of  return,  which  means 
earning  what  is  reasonable  and  real- 
izable all  the  time— not  just  in  the 
growth  stocks  alone  like  T.  Rowe 
Price.  And  that's  our  third  principle: 
total  rate  of  return.  Never  mind  what 
kind  of  return.  Some  people  concen- 
trated so  heavily  on  capital  gains 
from  1960  to  1970  that  they  forgot 
the  University  of  Chicago  survey  for 
Merrill  Lynch,  which  showed  that 
the  average  9.3%  return  on  invest- 
ment over  25  years  was  6%  dividends 
and  3%  capital  gains." 

And  the  fourth  principle  is  cut  your 
losses,  we  say,  hoping  to  move  on  to 
Ehrlich's  crystal  ball  before  dessert. 

"Yup!"  he  says.  "And  we  have  a 
four-part  procedure  for  doing  that." 

We  sigh  audibly. 

"First,  we  keep  track  of  how  many 
people  are  recommending  a  specific 
stock  or  an  industry,  versus  how  that 
stock  or  that  group  is  acting  in  the 
market.  Second,  we  measure  the  per- 
formance of  the  stock  against  the  av- 
erages and  against  its  group.  Third, 
we    have    outside    technicians— guys 
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Receive 
10  weeks  of 
Value  Line 
for  $25. 


If  no  member  of  your 
household  has  had  a 
subscription  to  Value  Line 
in  the  past  two  years 
you  may . . . 

get  this  1800-page 
Investors  Reference  Servicers0) 
at  no  extra  cost  under  this 
special  introductory  trial  offer. 


For  only  $25,  approximately  one-half 
the  regular  rate,  you'll  receive  all  the 
new  full-page  reports  to  be  issued  in 
the  next  10  weeks  on  the  more  than 
1500  stocks  and  67  industries 
regularly  monitored  by  The  Value 
Line  Investment  Survey. 

These  new  reports  will  update  and 
replace  reports  already  filed  and  in- 
dexed in  the  Investors  Reference  Ser- 
vice binders  which  you  will  have 
received  as  a  bonus.  Filing  takes  less 
than  a  minute  a  week. 

This  special  introductory  trial  is 
offered  to  new  subscribers  only 
because  a  large  percentage  of  those 
who  once  try  Value  Line  for  10  weeKS 
elect  to  continue  as  full-term  sub- 
scribers at  standard  rates. 

The  increase  in  circulation  thus 
effected  enables  us  to  provide  a  com- 
prehensive investment  survey  to  ex- 


isting subscribers  at  a  much  lower  fee 
than  would  be  required  with  a  smaller 
circulation. 

You'll  find  it  convenient  to  have  the 
Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts 
and  figures,  as  well  as  Value  Line's 
projected  performance  ratings  on 
more  than  1500  widely-held  stocks  in 
67  industries. 

You'll  also  get  analyses  and  forecasts 
of  the  national  economy  and  the 
stock  market .  .  .  guidance  on  current 
investment  policy  .  .  .  plus  Value 
Line's  "Especially  Recommended 
Stock  of  the  Week." 

To  take  advantage  of  this  special  in- 
troductory offer  and  to  receive  the 
Investors  Reference  Service  as  a 
bonus  in  addition  and  without  extra 
charge,  simply  fill  in  and  mail  the 
coupon  below. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST.,  NEW  YORK,  N.Y.  10017 


D  Begin  my  10-week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $25.  As  a  bonus  at 
no  extra  cost,  I  will  also  receive  The  Investors 
Reference  Service.  I  have  enclosed  my  $25 
check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and 
is  available  only  once  to  any  household. 

D  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service  for 
$248. 

^     □  Payment  enclosed.       D  Bill  me  for  $248. 


J-16E01 


Signature 


Name  (please  print) 


Address 


City 


State 


Zip 


If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 
NY.  residents  please  add  applicable  sales  tax.  Foreign  rates 
available  on  -equest.  (No  assignment  of  this  agreement  will  be 
made  without  subscriber's  consent.) 


The  Money  Men 


with  their  own  systems.  And  finally, 
we  listen  to  our  trader,  Virginia  Estes, 
the  very  skillful  woman  who  buys 
and  sells  our  stock. 

"Now  when  two  out  of  four  of 
these  warning  flags  are  up,  we're  very 
concerned  and  start  to  check.  When 
three  are  up,  we  sell— period.  Alcoa 
is  a  great  example.  We  didn't  know 
that  Jamaica  was  going  to  raise  the 
price  of  bauxite  five  times.  But  some- 
thing was  wrong.  So  we  sold.  Same 
thing  with  paper  stocks  a  little  later." 

The  system  never  fails? 

"The  system  doesn't,  but  we  do!" 
Ehrlich  replies.  We  went  into  do- 
mestic oils  in  mid- 1973.  Any  fool 
would  have  sold  them  at  the  begin- 
ning of  1974.  Our  system  told  us  to. 
But  we  got  carried  away  by  the  long- 
er range  view  of  'Gee  Whiz,  energy's 
going  to  be  short  for  a  long  time.' 
Which  is  true,  but  prices  are  going  to 
erode  and  the  industry's  under  attack 
and  we  don't  want  to  be  around." 

Ehrlich  pauses  to  attack  his  long- 
neglected  lunch. 

All  these  procedures  and  principles 
you've  been  talking  about  basically 
tell  you  what  not  to  do,  we  remark. 
What  opportunities  do  you  see  ahead? 
What  is  the  market  telling  you  now? 

"We  think  the  market  is  telling  us 
that  the  bottom  of  the  financial  mar- 
kets has  been  seen,"  he  replies  im- 
mediately. "Very  much  like  the  1932- 
34  period  when  the  stock  market  hit 
bottom  in  1932  and  the  economy 
didn't  bottom  until  1934.  The  market 
was  looking  ahead  18  months  then, 
it's  looking  ahead  18  months  now." 

And  what  does  your  research  say? 

"We've  made  a  bet  that  inflation 
is  dead,"  says  Ehrlich,  "at  least  for 
quite  a  while.  It  just  hasn't  been 
buried  yet.  We  think  there's  a  chance, 
one  in  four,  that  retail  prices  could 
even  go  down  in  late  1975,  early 
1976.  Second,  we  think  that  growth 
will  be  very  slow  for  the  remainder 
of  the  Seventies.  Based  on  those  two 
premises,  we  think  there  will  be  a  lot 
of  governmental  stimulation." 

Suppose  you're  right.  How  do  you 
then  invest  your  money? 

"The  clearest  bet  we've  made  is 
that  the  bond  market  is  a  pretty  good 
place  to  be.  We  could  be  facing  a 
bull  market  in  bonds  for  four  or  five 
years.  One  of  the  implications  of 
slow  growth  is  a  good  bond  market. 
So  we  started  buying  bonds  heavily 
in  August,  September  and  Octolxi 
and  we've  gone  in  total  from  20* 
bonds  to  maybe  40%  bonds." 

What    about    all    that    government 
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HALF-PRICE  TRIAL  OFFER  INCLUDES  BABSON'S  FORECAST  FOR  2ND  QUARTER 


Put  Babson's  on  your 
Investment  Team  for  the  next 
Two  Months  for  only  $5. 


Here  is  a  great  opportunity  to  check  your  own  investment 
strategy  with  Babson's  —  one  of  the  Country's  oldest  and 
largest  independent  investment  advisory  organizations. 

Every  Monday  morning  for  two  full  months  you  will  get  pro- 
fessional investment  advice  on  the  market  —  buy,  hold  and 
sell  advice  on  stocks  in  the  news  —  industries  on  the  move. 
All  for  only  $5.00  —  half  the  regular  fee. 

You  will  join  the  thousands  of  Babson  clients  who  regularly 
receive  the  Investment  and  Barometer  Letter  in  the  U.S.  and 
in  many  other  Countries  throughout  the  world. 

The  famous  weekly  investment  service  with  the  familiar  blue 
border  carries  the  carefully  researched  investment  opinions 
of  the  entire  Babson  organization.  It  is  compiled  and  edited 
by  Babson's  highly  experienced  team  of  securities  analysts, 
industry  specialists,  economics  experts,  and  financial 
writers. 

YOUR  TWO-MONTH  TRIAL  SUBSCRIPTION  WILL  BRING 
YOU: 

•  BUY,  HOLD  AND  SELL  ADVICE  ON  SCORES  OF  STOCKS 
UNDER  THE  CONTINUOUS  SUPERVISION  OF  BABSON'S 
RESEARCH  DEPARTMENT. 

•  STOCKS  SELECTED  FOR  APPRECIATION,  GROWTH, 
SAFETY,   INCOME. 

•  RECOMMENDATIONS  ON  BONDS  AND  PREFERRED 
STOCKS. 

•  SAMPLE  INVESTMENT  PORTFOLIOS. 

•  INDUSTRY  REPORTS. 

•  TECHNICAL  MARKET  STUDIES. 

•  STOCK  CHARTS. 

•  INVESTMENT  STRATEGY. 

•  MARKET  TRENDS  AND  FORECASTS. 

•  NEWS  OF  NEW  PRODUCTS. 

ADDED  BONUS 

BABSON'S    CURRENT   ADVICE   ON   50   OF   THE 
LARGEST  COMPANIES 

AS  A  SPECIAL  BONUS  YOU  WILL  ALSO  RECEIVE  BAB- 
SON'S PRESENT  BUY,  HOLD  OR  SELL  POSITIONS  ON 
STOCKS  OF  50  OF  THE  LARGEST  COMPANIES.  YOU 
WILL  BE  ABLE  TO  IMMEDIATELY  CHECK  YOUR  OWN 
THINKING  WITH  BABSON'S  ON  ALL  THESE  WIDELY  HELD 
STOCKS: 


GM 

SHELL  OIL 

ROCKWELL 

EXXON 

GOODYEAR 

OCCIDENTAL  PET. 

AT&T 

RCA 

FIRESTONE 

FORD 

CONT.  OIL 

DOW 

CHRYSLER 

INT.  HARVESTER 

McDONNELL-DOUG 

GE 

LTV 

PHILLIPS  PET. 

TEXACO 

BETH.  STEEL 

XEROX 

MOBIL  OIL 

KODAK 

W.  R.  GRACE 

IBM 

AT.  RICHFIELD 

BEATRICE  FOODS 

IT&T 

ESMARK 

LOCKHEED 

GULF  OIL 

U.  CARBIDE 

MONSANTO 

STD.  OIL  CAL. 

TENNECO 

GEN.  FOODS 

U.S.  STEEL 

P  &  G 

LITTON 

WESTINGHOUSE 

KRAFTCO 

BORDEN 

STD.  OIL  IND. 

GREYHOUND 

U.  OIL  CAL. 

DU  PONT 

BOEING 

3M 

GEN.  TEL. 

CATERPILLAR 

SEARS 

PLUS:   BABSONS  STOCK,  BOND  AND   BUSINESS  FORE- 
CAST FOR  THE  2ND  QUARTER  OF  75  INCLUDING: 

■  INVESTMENT  STRATEGY  —  A  recommended  course  of 
action  for  investors  based  on  Babson's  predictions  for 
the  Stock  Market's  performance  in  the  2nd  quarter  of  this 
year. 

■  12  STOCKS  SELECTED  FOR  APPRECIATION  AND 
GROWTH 

■  4  COMMON  STOCKS  FOR  INCOME 

■  4  BONDS  FOR  INCOME 

■  4  CONVERTIBLE  SECURITIES  FOR  INCOME  AND 
APPRECIATION. 

PLUS:   A  REPORT  ON  DRUG  STOCKS  FEATURING 
BABSON'S  ADVICE  ON  THESE  INDUSTRY  LEADERS: 


ABBOTT  LABS. 
AM.  HOME  PROD. 
BRISTOL-MYERS 
JOHNSON  &  JN. 
LILLY  (ELI) 
MERCK 

MORT.-NORWICH 
PFIZER 
RICH.-MERRELL 


RORER-AMCHEM 

SCHER.-PLOUGH 

SEARLE  (G.  D.) 

SMITH  KLINE 

SQUIBB 

STERLING 

SYNTEX 

UPJOHN 

W.-LAMBERT 


PLUS  A  SPECIAL  REPORT  ON  GOLD  AND  SILVER 

THE  RECENT  CHANGE  IN  THE  LAW  ALLOWING  U.S.  CITI- 
ZENS TO  OWN  GOLD  HAS  SPARKED  FURTHER  INTEREST 
IN  GOLD  AS  WELL  AS  SILVER.  THIS  TIMELY  REPORT 
CONTAINS  BABSON'S  CURRENT  ADVICE  TO  INVESTORS 
WHO  WANT  TO  KNOW  WHAT  THEY  SHOULD  DO  NOW 
ABOUT   BUYING   OR  SELLING   GOLD  AND  SILVER. 

Whether  you  are  an  experienced  investor,  or  just  starting, 
retired,  planning  to  retire,  or  in  years  of  maximum  earning 
power  —  we  believe  the  Investment  and  Barometer  Letter 
can  become  one  of  your  most  important  sources  of  com- 
petent, unbiased,  investment  advice. 

GUARANTEE 

WE  SINCERELY  BELIEVE  YOU  WILL  LE  PLEASED  WITH 
YOUR  TRIAL  SUBSCRIPTION.  HOWEVER,  IF  AT  ANY  TIME 
YOU  ARE  NOT  ENTIRELY  SATISFIED,  WE  WILL,  AT  YOUR 
REQUEST,  SEND  YOU  A  FULL  REFUND  BY  RETURN  MAIL 
—  FAIR  ENOUGH? 

Start  your  2-month  trial  subscription  today.  Simply  mail  this 
coupon  —  all  reports  sent  by  1st-class  mail. 


dfijfljfc  Babsons  Reports  Inc. 

Wellesley  Hills,  Mass.  02181 


DEFT.  F-584 


Founded  in  1904  by  Roger  W.  Babson 

1  wish  to  take  advantage  of  Babson's  half-price  trial  offer 

2  months  for  only  $5.00.    Payment  enclosed. 

Name  

Street  &  No 

City State Zip 

This  subscription  will  not  be  assigned. 


just  off  the  press... 

The  1975  Mutual 
Fund  Guide 

o  97fi-oaae  fact-filled  book 


Used  by  investors,  brokers,  money 
managers,  and  insurance  agents  in  all 
50  states  and  in  foreign  countries  and 
now  available  to  you  in  this  special  offer. 

FUND  PERFORMANCE  DATA 

Each  fund's  record  over  the  past  ten 
years  (or  life  of  the  fund  if  shorter)  is 
broken  down  year-by-year  to  show 
annual  fluctuations  in  asset  value,  in 
dividend  payments  and  in  capital  gain 
distributions.  For  each  fund  results  are 
shown  three  ways:  1)  assuming  all  dis- 
tributions taken  in  cash;  2)  assuming 
dividends  taken  in  cash,  capital  gains 
reinvested;  3)  assuming  all  distributions 
reinvested,  compounded. 

10-YEAR  RESULTS 

The  Guide  shows  for  each  fund  the 
results  of  an  assumed  $10,000  invest- 
ment in  the  period  1/1/65-12/31/74 
(with  all  distributions  reinvested).  Indi- 
vidual funds  showed  vast  differences  in 
performance:  the  top  fund  grew  in  value 
to  $42,871  (despite  the  fact  this  was  the 
worst  10-year  period  since  the  1930s), 
while  the  bottom  fund  declined  in  value 
to  $3,658.  FundScope  ranks  ALL 
FUNDS,  Load  and  No-Load,  in  order  of 
performance. 


FundScope  introduces  a  new  and 
exciting  concept  of  the  Beta  coeffi- 
cient. Easy  to  use  and  understand, 
our  Betas  measure  each  fund's  risk/ 
reward  potential  with  greater  pre- 
cision. 


FUNDS  are  rated  for  performance  in 
both  rising  and  declining  markets,  and 
for  yield/income.  Of  458  mutual  funds, 
only  16  are  rated  above-average  for 
Growth-lncome-Stability  combined. 
FundScope  names  the  16  funds. 

VITAL  FACTS  ON  EACH  FUND 

INCLUDES:  Year-end  data  on  Total 
Assets,  P/E  Ratios,  Funds  that  Invest 
in  Money  Instruments,  Hedge,  Buy  Puts 
&  Calls,  Use  Leverage,  Portfolio  Turn- 
over Rates,  Sales  Commission  Break- 
down, Keogh  Plan,  Portfolio  Distribu- 
tion, Management  Fee,  etc.,  for  each 
fund  &  much  more  plus: 


VALUABLE  GENERAL  DATA 

MUTUAL  FUND  DIRECTORY:  Fund 
NAME  CHANGES,  fund  addresses,  and 
telephone  numbers;  address  and  tele- 
phone number  of  Transfer  Agent  and 
name  of  Custodian;  name,  address,  and 
telephone  number  of  insurance  affiliate, 
if  any;  DOW-JONES  INDUSTRIAL 
AVERAGE— the  High-Low-Close  and 
dividend  for  each  year  back  to  1929; 
TOTAL  NET  ASSETS -Fund  Ranked 
by  Size;  Glossary  of  mutual  fund  terms; 
and  many  more  pages  of  information. 

A  THINKING  PERSON'S  GUIDE 
TO  MUTUAL  FUNDS 

Performance  results  alone  may  be 
very  deceptive.  With  hundreds  of  mutual 
funds  to  choose  from,  you  can  make  an 
intelligent  selection  only  if  you  dig 
behind  the  record.  For  example,  what 
changes  have  occurred  in  management, 
investment  objective  and  investment 
policy?  FundScope  gives  you  this  vital 
information,  saving  you  tedious  hours 
of  research. 


SPECIAL  TRIAL  OFFER 

Send  just  $27  for  a  3-month  trial  subscrip- 
tion to  FundScope.  You'll  receive: 

1)  The  April  1975  Mutual  Fund  Guide.  The 
new  mutual  fund  bible.  (THIS  BOOK 
ALONE  SELLS  FOR  $25.)  And- 

2)  FundScope's   May  and  June   issues. 

During  the  past  year,  each  monthly  issue 
averaged  100  pages  per  issue!  No  other 
publication  approaches  FundScope's 
analysis  of  performance,  in-depth  reviews 
of  selected  mutual  funds  and  featured 
articles  of  vital  interest  to  mutual  fund 
shareholders  and  professionals. 

3)  PLUS  3  big  bonus  reports:  "No-Load 
Funds  vs.  Load  Funds,"  "Which  Funds 
Were  Top  Performers?",  and  "How  Does 
FundScope  Rate  Your  Fund?"— fully 
explains  our  new  Beta-Gamma  ratings. 
ALL  3  REPORTS  ARE  YOURS  WITH  THIS 
SPECIAL  TRIAL  SUBSCRIPTION  OFFER. 

ACT  NOW:  MAIL  YOUR  $27.00  TODAY,  or 

if  you  prefer  the  above  offer  with  a  full 
money-saving  14-month  subscription, 
send  $68.00  (10-day  returnable  guarantee). 


NOTE:  FundScope  does  not  sell  mutual  funds  or  have  any  connection 

whatsoever  with  any  fund  or  related  company.  No  salesman  will  call. 

Not  available  in  bookstores  or  on  newsstands. 


FundScope 


Dept.  F-63,  Suite  700 

1 900  Avenue  of  the  Stars 

L  js  Angeles,  California  90067 


The  Money  Men 

financing  that's  about  to  hit  The 
Street?  Won't  that  drive  up  interest 
rates  and  hurt  bonds? 

"Peanuts  in  real  terms,"  sniffs  Ehr- 
lich.  "Three  percent  of  the  gross  na- 
tional product.  Big  deal!" 

The  sheiks  will  buy  it  up? 

"Well,  even  if  they  don't.  .  .  .  But 
I  think  that  will  happen.  And  soon." 

And  the  stock  market? 

"The  two  markets  usually  move  to- 
gether. There's  only  one  period  you 
can  point  to  when  they  didn't:  from 
mid-1965  to  mid-1969.  Now  we  think 
it's  too  early  yet.  We've  been  selling 
the  stocks  we  bought  back  in  October 
and  November.  We  had  25%  to  30% 
gains  and  we  just  took  the  profits  and 
went  home.  We  don't  think  there  will 
be  a  stock  market  recovery  until  the 
spring  of  1976." 

The  stock  market  will  be  the  re- 
verse of  1973  and  1974  for  the  next 
two  years,  Ehrlich  goes  on.  Highly 
volatile,  but  basically  upward.  It  will 
go  down  again,  but  there  won't  be  as 
many  new  lows. 

"Down  the  road  we're  looking  at 
consumer  industries,"  he  says.  "Unless 
you  get  the  consumer  to  come 
back  in  the  market  and  perform  his 
patriotic  duty  of  spending  himself  sil- 
ly, you're  not  going  to  have  this 
economy  recover.  We  also  have  a 
conviction  about  defense  stocks. 
They're  going  up  a  lot  in  1976  be- 
cause those  guys  have  to  be  elected." 

The  fastest  way  to  pump  adrenaline 
into  the  economy  is  defense  spending? 

"You  got  it,"  Ehrlich  replies. 

What  could  prove  you  wrong? 

"Lots  of  things!"  Ehrlich  laughs. 
"I'm  most  worried  about  another  bad 
harvest  this  summer.  If  that  happens, 
all  bets  are  off.  It  will  hit  the  con- 
sumer right  where  he  lives,  just  as  he's 
regaining  his  confidence.  Number-two 
worry  is  a  snowballing  effect  of  prof- 
it declines.  The  low  point  in  profits 
is  probably  going  to  be  in  the  third 
quarter.  And,  with  all  these  heavily 
leveraged  companies,  those  profit  de- 
clines could  precipitate  major  mark- 
downs,  loan  losses  in  big  bank  port- 
folios, some  kind  of  financial  crisis. 
And  finally,  I  think  there's  a  fair 
chance  of  another  war  in  the  Mid- 
dle East.  They're  building  up  an  arms 
inventory,  and  inventories  get  run  off. 
Wars  get  out  of  hand.  You  could 
have  another  cutoff  of  oil  as  a  result." 

No  small  worries,  those. 

"No,  they're  not!"  Ehrlich  laughs. 

But  then,  as  Oscar  Wilde  once  <<l> 
served:  "Some  things  are  too  impoi 
tant  to  be  taken  seriously."  ■ 
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The  Funds 


A  Safe  Thing? 


Buyers  of  stock  funds  had  to  ac- 
cept long  ago  as  a  fact  of  life  that 
stocks  go  up  and  down  very  sharply, 
and  with  them  the  asset  value  of 
fund  shares.  But  now  another  group 
of  fund  investors— buyers  of  tax-ex- 
empt bond  funds— is  making  a  similar- 
ly unnerving  discovery.  Only  it  goes 
beyond  the  interest  rate  risk. 

Some  $4.5  billion  worth  of  such 
funds  (really,  unit  trusts  redeemable 
on  demand  at  net  asset  value)  have 
been  sold  in  the  last  12  years,  most 
of  them  in  the  last  four.  The  main 
buyers  were  not  only  the  big  rich, 
but  middle-income  investors  whom  in- 
flation had  pushed  into  higher  brack- 
ets. Bond  dealers  and  fund  managers 
were  happy  to  oblige  them.  "We  of- 
fer," says  James  W.  Gratehouse,  man- 
ager of  municipal  unit  trusts  for  John 
Nuveen  &  Co.,  which  pioneered  such 
funds,  "professional  credit  analysis 
that  enables  the  investor  to  obtain 
better  returns.  And  we  give  him  in- 
stant   diversification."    For    this    the 


buyer  pays  a  3%  to  4.5%  sales  load. 

The  business  was  so  profitable— 
Paine  Webber  and  E.F.  Hutton, 
among  others,  joined  the  competition 
in  selling  these— that  some  pushed 
for  peak  yields  to  encourage  more 
sales.  In  1974  and  1975  they  have 
offered  yields  ranging  from  5.5%  to 
7%,  well  above  the  municipal  bond 
average.  But  that  meant  concentrat- 
ing more  heavily  on  lower  A  and  Baa- 
rated  revenue  bonds  like  hospitals  and 
toll  roads  and  "moral  obligation" 
bonds  like  New  York's  Battery  Park 
City  Authority,  Urban  Development 
Corp.  and  New  Jersey  Sports  and  Ex- 
position Authority  bonds.  For  exam- 
ple, of  the  roughly  $2  billion  in  mu- 
nicipal bond  funds  sold  since  the  start 
of  1971  by  Merrill  Lynch,  some  70% 
are  revenue  bonds,  including  around 
$200  million  in  "moral  obligations." 
What's  more,  its  funds  show  45%  of 
their  bonds  are  rated  Baa.  Nuveen, 
with  65%  rated  A  and  14%  Baa,  has 
some  $72  million  in  "moral  obs"  in  its 
1973  and  1974  portfolios,  17%  of  the 
total. 

New  York  State  accounts  for  some 


75%  of  the  $8  billion  of  such  bonds 
issued.  New  York's  Urban  Develop- 
ment Corp.  note  issue  is  currently 
faced  with  default  of  principal,  and 
the  state  legislature  seems  unwilling 
to  back  its  "moral  obligation"  with 
taxpayers'  cash  beyond  the  $90  mil- 
lion it  has  appropriated.  This  has 
hurt  the  prices  of  all  such  bonds 
(UDCs  are  now  selling  at  discounts 
of  35%  to  40%)  and  with  them,  many 
municipal  bond  funds. 

"It's  only  temporary,"  argues  Nu- 
veen's  Gratehouse.  "No  one  has 
stopped  paying  interest  on  the  bonds, 
and  the  UDCs  have  at  least  another 
year's  worth  of  interest  in  their  re- 
serves. Let's  be  realistic:  If  New  York 
State  reneged  on  its  pledge,  it  could 
never  float  another  bond." 

That  may  be,  but  a  good  many 
investors,  thinking  they  had  a  safe 
thing  as  well  as  a  good  thing,  have 
had  a  rude  surprise.  It's  an  old  les- 
son, but  an  important  one:  When  a 
security  offers  a  higher  yield  than  a 
representative  index  of  securities  in 
its  class,  make  darn  sure  you  under- 
stand the  reasons  for  the  higher  yield. 


Not  So  Green 


For  years,  Vance,  Sanders  &  Co. 
envied  Massachusetts  Financial  Ser- 
vices (of  Massachusetts  Investors 
Trust  fame).  The  two  had  a  rela- 
tionship unique  in  the  industry:  MFS 
managed  the  funds;  Vance,  Sanders 
sold  shares  to  the  public.  But  they 
were  separate  companies  in  owner- 
ship and  management. 

Increasingly,  however,  Vance,  San- 
ders felt  it  was  getting  the  short  end 
of  the  stick.  MFS  got  its  management 
fees  whether  the  market  for  the  fund 
shares  was  waxing  or  waning.  Vance, 
Sanders  was  not  so  insulated. 

During^  the  1960s  Vance,  Sanders, 
thinking  the  grass  was  greener  on  the 
management  side,  started  to  cross 
over.  It  launched  a  raft  of  exchange 
funds  and  a  dual-purpose  closed-end 
fund.  In  1968  it  started  its  own  open- 
end  fund.  In  1971  Vance,  Sanders 
bought  itself  a  management  company 
that  had  two  other  open-end  funds 
with  assets  of  $300  million.  Vance, 
Sanders  also  went  into  the  tax  shelter 
business  with  oil  and  gas  drilling  par- 
ticipations. It  founded  VanSanCo  Ser- 
vices, a  distribution  organization  that 
sold  products  of  others  as  well. 

For  its  part,  MFS  began  using  Mer- 
rill   Lynch,   not    Vance,    Sanders,    to 


make  original  offerings  on  its  new 
funds.  MFS  and  Vance,  Sanders  fi- 
nally broke  up  in  mid- 1973. 

Since  then,  it  has  been  almost  all 
downhill  for  Vance,  Sanders.  After 
years  of  annual  pretax  profits  of  $4 
million  and  better,  Vance,  Sanders 
went  into  the  red  in  fiscal  1974.  Its 
assets  under  management,  which  got 
as  low  as  $500  million,  were  simply 
too  small  to  support  Vance,  Sanders' 
whole  operation.  The  oil  and  gas  op- 
erations were  a  drain,  not  a  gain. 
VanSanCo  Services  was  sold  to  Key- 
stone in  1973  because  of  continuing 
losses.  Those  old  exchange  funds  also 
became  a  drag:  Investors  cannot  buy 
new  shares  in  them,  but  they  can  re- 
deem the  ones  they've  got.  That  they 
have  done  in  the  past  two  years,  to 
the  tune  of  $66  million. 

Then  Vance,  Sanders  muffed  an  op- 
portunity to  tap  the  rich  short-term 
money  fund  market.  "We  looked  at 
money  market  funds  with  a  great 
deal  of  interest,"  says  President  John 
D.  Wilson.  "We  went  so  far  as  to 
make  a  filing  with  the  SEC.  Then  we 
felt  that  perhaps  we  had  held  off  a 
little  too  long.  To  catch  up  with  oth- 
ers would  have  required  an  advertis- 
ing budget  that  would  have  eaten 
the  fund  alive.  We  were  a  bit  late." 

Fortunately,  Vance,  Sanders'  open- 
end    funds    have    performed    better 


than  the  parent  has.  Vance,  Sanders 
Investors  Fund  (assets:  $132  million) 
has  held  its  own  among  balanced 
funds.  The  aggressive  Special  Fund 
($30  million)  has  a  rating  of  A-D 
for  performance  in  up  and  down  mar- 
kets in  the  latest  Forbes  Mutual 
Fund  Survey,  and  the  Common  Stock 
Fund  a  very  respectable  C-B  rating. 

Vance,  Sanders  runs  each  of  its 
funds  with  a  separate  three-man  com- 
mittee, with  one  executive  vice  presi- 
dent, M.  Dozier  Gardner,  sitting  on 
all  11  committees.  Gardner  and  his 
teams  do  deserve  credit  for  some  orig- 
inal thinking.  They  invested  heavily  in 
Canadian  banks,  such  as  the  Royal 
Bank  of  Canada  and  the  Bank  of  Nova 
Scotia;  both  have  done  very  well. 
However,  the  Vance,  Sanders  funds 
have  pretty  much  missed  the  present 
rally.  The  Special  Fund  is  still  23%  in 
cash  and  the  Common  Stock  Fund  is 
about  27%.  Portfolio  manager  Gard- 
ner defends  this  policy  by  saying: 
"Investors  are  underdiscounting  the 
impact  of  first-  and  second-quarter 
earnings.  I  don't  think  the  bad  news 
has  been  fully  discounted." 

Maybe  so,  but  Vance,  Sanders  has 
found  that  the  money  management 
business  is,  if  anything,  tougher  than 
selling  investment  services.  The  grass, 
as  it  turned  out,  wasn't  really  greener 
on  the  other  side.  ■ 
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Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production', 

•  What  volume  of  hard  goods  are  we  ordering^ 
(Dept.  of  Commerce  latest  three  month*,  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept    of 


Commerce  privately  owned  housing  starts) 

Consumption 

•  !  low  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt'' 
I  federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market  Comment 


Don't  Live  In  The  Past 

By  L.  O.  Hooper 


In  current  financial  thinking,  there 
is  a  disaster  cult.  Often  at  fantastic 
fees  for  interviews,  conferences  and  fi- 
nancial services,  the  cultists  tell'  in- 
vestors that  America  is  going  to  the 
dogs,  and  that  already  it  is  at  least 
half  way  there. 

Some  of  these  people  are  charlatans 
who  have  been  peddling  the  same 
nostrums  'in  one  form  or  another  for 
more  thaYi  a  generation,  largely  by 
exploiting  the  prejudices  of  a  pre- 
World  War  II  generation.  Others  are 
entirely  sincere,  though  they  have 
closed  their  minds  to  all  contrary  evi- 
dence. They  all  sow  seeds  of  doubt 
and  assume  that  the  future  will  be 
governed  by  the  rules  of  the  past. 

It  seems  to  me  that  the  disaster 
cult's  fallacies  are  based  largely  on  a 
steadfast  assumption  that  the  wel- 
fare state  is  nothing  but  a  passing 
and  failing  phase  of  a  nefarious  adul- 
teration of  the  old.  order,  which  fun- 
damentally has  not  changed. 

Mr  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


It  is  my  observation  that  over  the 
ages  the  economic  order  always  has 
been  evolving  away  from  the  past 
and  into  the  future.  The  economy  is 
a  living  organism  ever  in  the  process 
of  eliminating  some  older  characteris- 
tics and  developing  new  ones.  There's 
nothing  rigid  about  it,  especially  in 
periods  of  vast  technological,  educa- 
tional, political  and  social  change. 
What  the  telephone,  the  automobile, 
the  airplane,  universal  suffrage,  radio, 
television,  installment  finance,  medi- 
cal advances  and  two  world  wars 
have  done  to  the  society  of  the  whole 
world  in  two  generations  is  reflected 
in  the  economic  and  social  order.  For 
one  thing,  the  whole  thrust  of  gov- 
ernment has  changed  and  grown  in 
power  and  influence. 

The  cult  of  disaster,  it  seems  to 
me,  simply  refuses  to  accept  the  con- 
cept of  the  welfare  state;  while  popu- 
lar opinion  overwhelmingly  demands 
and  accepts  it.  You  can't  unscramble 
eggs.  You  can't  eliminate  such  things 
as   Social  Security,  welfare,  managed 


money  and  credit  and  government 
controls  and  interference  in  the  pri- 
vate affairs  of  the  people. 

It  is  public  policy,  whether  the 
public  has  voted  it  or  just  blundered 
into  it,  to  make  the  sanctity  of  the 
unit  of  currency  subordinate  to  what 
is  most  commonly  regarded  as  the 
public  welfare. 

As  I  see  it,  this  means  that  the  wel- 
fare state  and  some  coincidental  in- 
flation are  inseparable.  Furthermore, 
since  so  much  of  the  attempt  to  raise 
the  standard  of  living  involves  the 
creation  of  debt,  we  can't  have  "a 
sound  debt  structure"  unless  we  al- 
ways service  and  pay  off  our  debts 
in  dollars  smaller  than  we  borrowed. 
It  also  means  that  our  government, 
and  every  other  government,  in  the 
long  run  will  spend  money  to  prevent 
or  ease  economic  distress  rather  than 
allow  a  complete  liquidation  of  the 
causes  of  recession  and  depression. 

Some  of  us  may  not  like  this,  but 
there  is  nothing  we  can  do  to  change 
it— except  possibly  slow  it  a  very  lit- 
tle for  the  time  being  once  in  a  while. 
So  investors  must  go  along  with  it. 
It  is  not  disaster,  even  though  like 
everything  in  society,  it  hurts  some 
people  and  helps  others.  As  in  all 
periods  of  faster  change,  we  are  liv- 
ing in  a  time  of  less  stability  and 
more  opportunity.  Instead  of  listening 
to  the  false  prophets  of  disaster,  it 
seems  to  me  successful  investors  will 
relax  and  enjoy  what's  happening. 

The   stock   market   spent   last   year 
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discounting  and  anticipating  the  pres- 
ent business  and  earnings  recession 
(or  depression,  if  you  want  to  call  it 
that).  At  last  year's  lows  it  was  dis- 
counting something  much  worse  than 
is  now  happening.  Since  December 
it  has  been  correcting  the  extremes 
of  1974  and  going  on  to  discount  the 
recovery,  which  probably  will  begin 
later  and  last  well  into  1976. 

The  next  200  points  up  in  the  Dow 
Jones  industrials  will  be  much  slower 
coming  to  pass  than  the  recent  200 
have  been;  and  as  the  poor  first-quar- 
ter earnings  reports  come  to  hand 
there  will  be  some  pullback.  Indeed, 
the  charts  indicate  considerable  con- 
gestion between  800  and  860,  and  we 
are  within  hailing  distance  of  800  as 
this  is  written.  Even  now,  however, 
the  general  level  of  stock  prices,  as 
measured  by  the  averages,  is  only 
about  as  high  as  that  which  prevailed 
in  July  and  August  of  last  year. 

If  I  am  any  judge  of  the  source  of 
buying  since  January,  the  bulk  of  it 
has  been  done  by  people  who  are 
not  inclined  to  rush  to  take  profits 
like  a  flock  of  sheep.  Of  course  there 
will  be  some  profit  taking,  but  it  will 
not  be  overwhelming. 

The  buyers  have  not  been  the  get- 
rich-quick  people  who  dominated 
stock  trading  in  the  late  1960s  and 
early  1970s.  The  odd-lotters  and  the 
100-share  people  have  been  much 
less  active  than  the  300-,  500-  and 
1,000-share  individuals;  and  for  the 
first  time  in  a  long  while  the  per- 
centage of  institutional  participation 
actually  has  declined.  The  pension 
funds,  in  particular,  have  been  buy- 
ing more  bonds  and  less  stocks.  They 
were  badly  burned  last  year  in  the 
glamours,  and  their  liabilities  are  dol- 
lars, so  they  logically  should  buy 
more  bonds  and  get  a  higher  income. 

The  change  in  the  oil  situation 
from  threatened  shortage  to  passing 
glut  won't  make  it  any  easier  to  adopt 
a  more  sensible  energy  program  such 
as  is  absolutely  necessary  in  the  long 
run.  Right  now  it  is  disastrous  to  the 
tanker  shipping  business,  and  it  is  not 
making  the  shares  of  coal  and  nu- 
clear companies  any  more  popular, 
nor  is  it  shining  as  bright  a  spotlight 
on  the  oil  drillers  and  oil  accessory 
equities.  At  the  same  time,  it  has 
helped  the  motel  shares  and  even  the 
automobile  shares. 

The  very  sharp  declines  in  food  com- 
modities such  as  corn,  wheat,  soy- 
beans and  potatoes  are  making  for 
much  farm  discontent  and  threats  of 
reduced  acreage.  That  probably  is 
one  of  the  reasons  for  the  less  buoy- 
ant behavior  of  the  fertilizer  and  farm 
implement  issues.  No  doubt  about  it, 
these  farm-related  companies  are  en- 
joying   spectacular    current    earnings. 


International  Minerals  (36)  still  hopes 
to  earn  about  $10  a  share  for  the 
fiscal  year  to  end  in  June,  and  In- 
ternational Harvester  (25)  seems 
headed  toward  $5  or  $6  this  year. 
Prices  for  these  stocks  seem  to  be 
held  back  by  the  restiveness  of  farm 
customers  and  by  the  vanishing  food 
shortage,  especially  abroad. 

Those  unfamiliar  with  recession 
psychology  are  surprised  by  what  the 
public  is  doing.  Not  only  is  it  reluc- 
tant to  spend,  except  when  offered 
goods  at  concessions,  but  it  is  saving 
more  money  and  paying  off  install- 
ment debt  faster  than  in  years.  Most 
observers  expect  more  spending,  es- 
pecially for  soft  goods  and  appliances 
when  the  tax  refunds  are  distributed 
in  May  and  early  June.  An  industry 
share  group  that  should  benefit  from 
larger  savings  is  the  savings  &  loans, 
which  will  be  able  to  reduce  their 
borrowing  costs.  Thus  far,  this  group 
has  been  rather  neglected  in  the  rally. 

Feeling  The  Pinch 

While  the  cash  problems  of  New 
York  City  have  been  so  much  in  the 
public  eye,  other  municipalities  all 
over  the  country  have  been  having 
budget  troubles.  In  some  states,  too, 
where  public  approval  is  required 
there  has  been  an  epidemic  of  school 
budget  defeats.  State  and  local  gov- 
ernments are  feeling  a  more  painful 
pinch  than  in  years.  It  is  common 
knowledge  that  state  and  local  gov- 
ernments for  the  past  decade  have 
been  increasing  spending  faster  than 
the  Federal  Government. 

As  the  annual  reports  come  out  it 
is  possible  to  identify  companies  in 
the  fortunate  position  of  having  a 
good  supply  of  cash,  small  bank  loans 
and  shrinking  debts.  Among  the  bal- 
ance sheets  that  look  especially  good 
are  those  of  Boeing  (21),  Amsted  In- 
dustries (49),  Freeport  Minerals 
(27)  and  Skyline  (17).  Skyline,  of 
course,  is  suffering  from  a  dearth  of 
business,  but  it  has  the  liquid  assets 
to  handle  the  recovery  when  it  comes-. 
Kennecott  (34)  is  another  company 
that  will  be  rich  in  liquid  assets 
when  it  disposes  of  Peabody  Coal. 

One  of  the  usually  dependable  in- 
dications of  a  slowing  down  in  the 
rate  of  stock  market  advance  is  .i 
conspicuous  increase  in  the  activity  of 
low-priced,  highly  speculative  stocks 
We  are  beginning  to  see  this  as  the 
average  price  of  the  ten  most  active 
stocks  on  the  New  York  Stock  Ex- 
change declines.  I  am  still  thinking 
that  the  advance  will  slow  down  and 
consolidate  at  moderately  louei 
prices  during  the  ides  of  April.  I  hope 
readers  will  look  on  this  as  a  conn 
tertrend  movement  in  a  bull  market 
and  not  as  the  end  of  a  longer  i  Ise.   ■ 
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Stock  Comments 


Darkest  Before  Dawn 

By  Heinz  H.  Biel 


Most  of  the  time  it  is  agonizing 
to  watch  Congress  procrastinate,  but 
right  now  I  wish  it  would  continue 
to  mark  time  rather  than  hastily  leg- 
islate a  whole  slew  of  antirecession 
measures.  Most  important  of  all,  they 
may  not  be  needed.  Second,  they  are 
dangerous,  because  if  the  resulting 
huge  deficits  are  "monetized,"  i.e.,  fi- 
nanced courtesy  of  the  Federal  Re- 
serve, the  effect  would  be  highly  in- 
flationary; and  if  financed  out  of  sav- 
ings, which  would  be  the  conserva- 
tive way,  that  much  less  money  would 
be  available  for  private  investment. 
In  either  case,  interest  rates  are  bound 
to  rise  steeply. 

My  point  is  that  these  potentially 
harmful  measures  may  not  be  need- 
ed, that  we  may  reach  the  nadir  of 
this  recession  well  before  any  of  the 
antirecession  steps  can  possibly  be- 
come effective,  except,  perhaps,  a  siz- 
able refund  of  last  year's  taxes,  which 
could  be  paid  as  early  as  next  month. 
The  reason  why  I  think  that  the 
decline  in  economic  activity  will  come 
sooner  than  is  generally  expected  is 
the  extraordinary  steepness  of  this  re- 
cession. It  caught  many  major  indus- 
tries by  surprise,  despite  the  dire  fore- 
casts implied  by  the  University  of 
Michigan  reports  on  consumer  inten- 
tions. Being  saddled  with  huge  excess 
inventories,  business  responded  quick- 
ly and,  it  seems,  effectively. 

The  very  poor  fourth-quarter  re- 
sults of  such  leading  retailers  as  Pen- 
ney and  Kresge,  which  were  far  be- 
low all  previous  estimates,  strongly 
suggest  drastic  price  slashing  in  Jan- 
uary in  order  to  bring  inventories 
down  to  realistic  levels.  The  auto  in- 
dustry did  the  same  by  offering  bo- 
nuses to  new  car  buyers.  Even  con- 
struction costs  seem  to  be  coming 
down,  an  example  being  the  recent 
aggressive  and  highly  competitive  bid- 
ding for  a  New  York  City  housing 
project.  The  low  bid  of  $4.6  million 
was  23%  below  the  $6-million  cost 
estimate.  This  hasn't  happened  for  a 
rong,  long  time.  It  reflects  the  eager- 
of  all  parties  concerned,  includ- 
ing the  various  unions  involved,  to  get 
back  to  work. 

These  are  the  corrective  forces  en- 
Mr    Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


gendered  by  a  recession.  They  are 
vitally  necessary  to  eliminate  the  flab- 
biness  that  inevitably  develops  in  pe- 
riods of  high  prosperity.  They  serve  to 
restore  our  economic  health,  our  effi- 
ciency and  productivity.  It  would  be  a 
great  pity  to  interrupt  this  process, 
as  unfortunately  was  done  in  similar 
situations  in  the  past.  The  price  we 
paid  for  this  lack  of  stamina  was  gen- 
eral impoverishment  by  inflation. 

The  Market 

It  has  been  my  experience  that  a 
bear  market  is  over  when  Wall  Street 
becomes  immune  to  bad  news.  Well, 
we  certainly  had  an  adequate  diet  of 
bad  news  in  recent  months.  Yet,  the 
market  went  up  and  up,  virtually 
without  interruption.  That  doesn't 
happen  very  often,  and  many  market 
analysts,  including  myself,  have  felt 
that  a  good-sized  setback  was  over- 
due. Sooner  or  later  it  will  come,  of 
course,  but  this  has  been  an  invest- 
ment market  so  far,  not  a  specula- 
tive market.  There  are  few,  if  any, 
speculative  excesses  that  would  call 
for  a  major  "correction." 

It  is  quite  possible  that  some  high- 
grade  investment  stocks,  the  vestal 
virgins  of  yesteryear,  may  have  ad- 
vanced too  much,  too  soon,  reflecting 
overanxiousness  of  institutional  inves- 
tors to  put  their  excessive  cash  re- 
serves back  into  the  stock  market.  It 
is  suspected  that  such  reserves  are 
still  very  large.  It  is  not  improbable, 
therefore,  that  any  near-term  setback 
will  be  comparatively  mild. 

By  and  large  I  remain  partial  to- 
ward good  quality  stocks  that  sell  at 
modest  multiples,  and  provide  a  fair 
and  hopefully  rising  return.  Diamond 
Shamrock  (30)  meets  these  require- 
ments. Partly  a  chemical  and  partly 
an  integrated  oil  and  gas  company, 
DIA  enjoyed  record  earnings  of  $5.78 
a  share  ($4.97  fully  diluted)  in  1974, 
after  a  35-cent  last-in-first-out  ac- 
counting adjustment.  This  year's  prof- 
its are  expected  to  match  and  prob- 
ably exceed  those  results,  and  if  the 
general  economy  should  improve, 
earnings  could  be  significantly  high- 
er. The  $1.40  dividend,  presently  pro- 
viding a  4.5%  yield,  might  be  raised 
if  circumstances  warrant  such  action. 
A  multiple  of  five  seems  modest.   ■ 
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Gold  Stocks  Are  Not 
Just  For  Goldbugs 

By  Charles  Rolo 


The  case  for  gold  stocks  is  still  wide- 
ly associated  with  the  goldbug  credo 
that  doomsday  is  around  the  corner. 
An  investment  in  gold,  it  has  been 
said,  "is  a  vote  of  no  confidence  in 
the  survival  of  our  financial  system." 
Well,  maybe;  but  it  ain't  necessarily 
so.  It  is  not  necessary,  I  submit,  to 
be  a  total  pessimist  to  see  some  merit 
in  investing  a  part  of  one's  assets  in 
gold  stocks.  It  is  simply  necessary  to 
have  a  few  nagging  doubts.  If  you 
are  confident— really  confident— that 
there  will  be  no  reacceleration  of  in- 
flation, no  seismic  tremors  on  the  in- 
ternational monetary  front  for  the 
next  several  years,  then  gold  stocks 
are  prime  candidates  for  short  sales. 
On  the  other  hand,  the  case  for  a 
limited  commitment  in  gold  shares  is 
not  predicated  on  probable  catastro- 
phe. That  case  might  be  summed  up 
as  follows: 

•  To  begin  with  the  obvious,  gold 
stocks  are  a  first-rate  hedge  against 
a  high,  or  even  moderately  high,  rate 
of  inflation,  since  sustained  inflation 
is  conducive  to  an  uptrend  in  gold 
prices.  If  runaway  inflation  recurs— 
and  the  odds  are  that  it  will  if  we 
wind  up  with  an  $80-billion  budget 
deficit— it's  more  than  probable  that 
we'll  see  another  big  rise  in  the  gold 
.stocks.  What's  more,  gold  stocks  are 
easier  to  invest  in  than  other  standard 
inflation  hedges  (e.g.,  works  of  art), 
and  they  offer  instant  liquidity. 

•  The  record  shows  that  most  of 
the  time  gold  stocks  move  counter 
to  the  general  market.  (A  conspic- 
uous exception  to  the  norm  was  the 
first  ten  weeks  of  1975,  when  the 
golds  advanced  about  20%  in  a  soar- 
ing market.)  Thus,  the  inclusion  of 
gold  stocks  in  a  common  stock  port- 
folio normally  provides  a  reliable 
hedge  against  market  declines. 

•  Finally,  even  if  you  don't  be- 
lieve that  the  end  of  the  world  is  at 
hand,  there's  something  to  be  said 
for  owning  a  spot  of  calamity  insur- 
ance; and  judging  from  their  per- 
formance in  the  Great  Depression— 
a  rise  of  nearly  200%  from  1932 
through  1937— the  gold  stocks  qualify 
as  such.  If,  heaven  forbid,  there's  a 
Mideast  war  and  another  oil  embar- 

Mr.  Rolo,  a  guest  columnist,  is  a  vice  president  with 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


go,  it  would  be  a  great  help  to  have 
some  money  in  gold  stocks. 

The  case  against  investing  in  gold 
stocks  is  a  lot  more  complex  today 
than  when  Mark  Twain  defined  a 
gold  mine  as  "a  hole  in  the  ground 
with  a  liar  sitting  on  top  of  it."  But 
its  essence  is  the  same:  that  gold 
shares  are  a  high-risk  speculation. 

The  gold  stock  risk  most  common- 
ly cited  is  a  large  and  durable  drop 
in  the  gold  price.  Over  the  last  two 
years,  gold  has  had  several  steep  sink- 
ing spells,  but  they  proved  tempo- 
rary: The  strong  uptrend  that  got 
under  way  in  1972  carried  the  bullion 
price  from  $44  per  ounce  to  an  all- 
time  high  of  $197  on  Dec.  30,  1974. 

Even  though  U.S.  legalization  of 
gold  ownership  failed  spectacularly 
to  produce  the  anticipated  gold  rush, 
and  the  Jan.  6  auction  sale  by  the 
U.S.  Treasury  was  an  ill-managed  fi- 
asco, the  gold  price  quickly  rebound- 
ed from  a  drop  to  $169  and  to  date 
it  has  stayed  in  a  trading  channel  of 
$176  to  $184.  Some  people  consider 
this  level  "artificially"  high.  Actually, 
the  rise  in  the  gold  price  has  not 
greatly  exceeded  the  overall  rise  in 
prices  since  1934,  the  year  gold  was 
revalued  at  $35  per  ounce,  where  it 
remained  frozen  for  17  years. 

However,  a  large  and  durable 
break  in  the  bullion  price  could  be 
brought  about  either  by  large-scale 
liquidation  of  gold  by  the  countries 
with  major  reserves  (the  U.S.  gold 
stock  alone,  at  free  market  prices,  is 
worth  about  $50  billion),  or  by  a 
sustained  slowdown  of  inflation  and 
a  general  restoration  of  confidence, 
which  would  cause  individual  spec- 
ulators and  even  investors  to  unload 
bullion.  Neither  of  these  develop- 
ments seems  probable  to  me  over  the 
predictable  future,  especially  the 
former.  Why,  in  the  face  of  the  huge 
transfer  of  assets  from  the  West  to 
the  oil-producing  countries,  should 
Western  central  banks  do  anything  to 
depress  the  value  of  their  major  ex- 
pandable asset,  gold? 

The  political  situation  in  South  Af- 
rica is  a  risk  factor  that  looks  large 
to  the  antigoldites  and  small  (or  non- 
existent) to  the  goldbugs.  The  experts 
on  that  country  encountered  by  this 
analyst    insist    that    political    stability 


is  assured  for  at  least  the  next  five 
years;  their  argument  of  last  resort 
being  that  the  regime  is  buttressed  by 
unchallengeable  military  power. 

The  bears  on  gold  stocks  highlight 
a  third  element  of  risk:  This  labor- 
intensive  industry  is  faced  with  a  la- 
bor shortage  and  a  steep  rise  in  costs. 
The  labor  problem  is  particularly 
acute  in  South  Africa  where  the  min- 
ing companies  are  operating  with  70% 
of  the  required  labor  force,  in  part 
because  of  a  ban  on  recruitment  by 
the  government  of  Malawi.  The  latest 
hike  (33%)  in  the  miniumum  wage  for 
black  miners  has  helped  recruitment 
from  other  areas,  and  there  is  some 
further  room  for  improving  produc- 
tivity through  conventional  mechani- 
zation. But  working  costs  (which 
vary  sharply  from  company  to  com- 
pany) rose  industrywide,  from  an  av- 
erage of  $65  per  ounce  of  gold  pro- 
duced in  the  first  half  of  1974  to  $79 
in  the  second  half.  They  are  esti- 
mated at  around  $93  for  1975. 

This  means  that  an  average  gold 
price  of  $175-$180-about  12%  above 
the  1974  average— will  be  needed  to 
sustain  last  year's  overall  level  of  prof- 
its for  the  South  African  golds,  the 
Kaffirs.  Mocatta  &  Goldsmid,  leading 
London  bullion  dealers,  have  forecast 
a  range  of  $160-$225  for  the  gold 
price  in  1975;  South  Africa's  finance 
minister,  Dr.  Diederichs,  expects  a 
range  of  $175-$225.  If  the  average 
bullion  price  is  close  to  the  center 
point  of  these  forecasts,  the  mining 
companies  should  show  handsome 
earnings  gains. 

If  You're  Quick 

One  incontrovertible  liability  of  the 
gold  stocks  is  their  high  volatility. 
It  makes  them,  of  course,  excellent 
vehicles  for  quick-footed  traders,  but 
it  can  be  nerve-racking  for  long-term 
investors.  Historically,  the  gold  stocks 
have  moved— though  not  on  a  week- 
to-week  basis— in  the  same  direc- 
tion as  the  bullion  price  92%  of  the 
time;  and  since  the  bullion  market  is 
relatively  thin  and  extremely  emotion- 
al, it's  prone  to  periodic  wide  swings. 
These  swings  are  magnified  in  the 
behavior  of  the  gold  stocks  because 
their  earnings  are  leveraged— moder- 
ately in  the  case  of  the  more  efficient 
companies,  and  highly  in  the  case  of 
marginal  producers. 

Obviously,  timing  is  a  particularly 
crucial  consideration  in  investing  in 
stocks  as  volatile  as  the  golds.  To  cite 
one  admittedly  extreme  example,  in- 
vestors who  bought  ASA  at  104Ji  in 
mid-August  1974  were  down  nearly 
50%  by  mid-September;  anyone  who 
bought  the  stock  around  the  mid- 
September  low  was  up  more  than  50% 
by   early   November.    Where   do   the 


78 


FORBES,   APRIL   1,    1975 


golds  stand  now  in  relation  to  their 
1974-75  price  range? 

As  of  mid-March,  Standard  &  Poor's 
Gold  Index  (of  listed  issues)  was 
exactly  at  the  midpoint  of  that  range 
-25%  below  its  Aug.  14  high  and  25% 
above  its  Sept.  11  low.  The  Kaffirs  (as 
measured  by  the  London  Financial 
Times  Gold  Mines  Index)  were  33% 
below  their  peak  of  April  1974,  and 
28%  above  their  January  1975  low. 

Back  in  December,  the  golds  were 
undervalued  by  20%  to  25%  in  terms 
of  their  normal  relationship  to  the 
price  of  bullion.  (This  occurred  be- 
cause, atypically,  they  had  declined 
since  early  November  in  the  face  of 
a  rising  bullion  price.)  But  their 
strong  advance  since  January  has  cor- 
rected this  discrepancy,  and  they  now 
appear  to  be  in  "neutral"  territory, 
from  which  one  would  expect  them 
to  move  counter  to  the  trend  of  the 
general  market  and/ or  in  sympathy 
with  any  major  swings  in  the  price 
of  gold. 

My  favorite  technical  analyst  (I've 
often  found  technical  analysis  espe- 
cially helpful  on  the  golds)  current- 
ly sees  no  well-defined  trend  lines 
for  the  near  to  intermediate  term,  and 
his  long-term  moving  averages  are 
neutral.  So  you'd  have  to  be  a-  gold- 
bug  to  argue  that  this  is  an  "ideal"  buy- 


ing time,  but  it  may  well  be  an  ac- 
ceptable buying  time  with  the  gold 
group  at  the  midpoint  of  its  15- 
month  range. 

It's  generally  agreed  that  any  com- 
mitment in  gold  stocks  should  be  di- 
versified, mining  hazards  being  just 
one  of  the  reasons.  The  easiest  way 
to  get  diversification  is  to  buy  a  mu- 
tual fund  whose  holdings  are  highly 
concentrated  in  gold  stocks.  (The  rule 
book  precludes  recommendations 
here.)  Two  South  African  (closed- 
end)  holding  companies— ASA  Ltd. 
(81  on  the  New  York  Stock  Ex- 
change) and  Anglo-American  Gold 
Investment  Co.,  or  Amgold  (56  over 
the  counter),  offer  broad  representa- 
tion in  the  Kaffirs.  The  latter,  whose 
1974  earnings  and  dividend  were 
$4.99  and  $2.83  respectively,  is  sell- 
ing at  a  large  discount  from  net  asset 
value  ($81.09  as  of  Dec.  31,  1974), 
and  I'd  rate  it  the  best  diversified  in- 
vestment in  gold  stocks. 

Anyone  who  isn't  a  goldbug  but  is 
buying  a  few  gold  stocks  for  the  rea- 
sons mentioned  earlier  would  be  well 
advised  to  stick  to  the  better  quality 
issues  (i.e.,  medium-  to  long-life 
mines  with  low  working  costs).  The 
marginal  producers,  whether  in  South 
Africa  or  the  Western  Hemisphere,  are 
an  outright  speculation  on  a  further 


big  rise  in  the  gold  price.  A  list  of 
the  better-situated  Kaffirs  would  in- 
clude the  following  (recent  price, 
1974  earnings  and  dividends  are  in 
parentheses,  in  that  order);  S*.  He- 
lena (46,  $4.32,  $3.34);  West  Drie- 
fontein  (64,  $7.07,  $5.97);  Vol  Reefs 
(43,  $5.28,  $3.23);  and  for  income- 
oriented  accounts,  Free  State  Geduld 
(40,  $5.13,  $4.48)  and  Western 
Holdings  (52,  $7.14,  $6.46).  Among 
the  low-priced  issues,  my  choice 
would  be  Bracken  (5,  86  cents,  74 
cents).  If  and  when  uranium  prices 
improve,  uranium  could  add  substan- 
tially to  the  profits  of  some  of  the 
mining  companies.  Three  of  the  less 
speculative  issues  offering  a  uranium 
play  are  Vol  Reefs  (mentioned  above) , 
Harmony  (11,  $1.52,  85  cents),  and 
Hartebeestfontein  (35,  $4.09,  $2.39). 

In  North  America 

The  U.S.  and  Canadian  gold  stocks 
sell  at  much  higher  price/ earnings 
ratios  than  the  Kaffirs  and  provide 
much  lower  yields.  For  representa- 
tion in  the  Western  Hemisphere,  I'd 
pick  one  or  more  of  the  leading 
companies:  In  the  U.S.,  Homestake 
(44),  which  derives  about  half  of  its 
revenues  from  gold  mining,  and  in 
Canada,  Dome  Mines  (55)  and 
Campbell  Red  Lake  (35) .  ■ 
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Introduction  to  Option  Trading 
Part  1:  The  Basics 

As  we  announced  last  week,  complete  coverage  of  all  call  options  traded  on  the 
Chicago  Board  Options  Exchange  and  the  American  Stock  Exchange  will  soon  be 
added  to  The  Value  Line  Convertible  Survey.  This  is  the  first  of  a  series  of  feature 
articles  designed  to  help  readers  learn  about  this  exciting  new  field. 


WHAT  ARE  THEY? 

A  single  'call  option'  generally  gives  the 
owner  the  right  to  buy  100  shares  of  a 
specific  stock  at  a  specified  price  (called 
the  striking  price)  at  any  time  prior  to  a 
specified  date  (called  the  expiration 
date).  The  price  of  the  option  (often  called 
the  premium)  as  quoted  in  the  newspaper 
is  generally  one-hundredth  of  the  price  of 
the  option  in  dollars,  i.e.  a  quoted  price  of 
3  means  that  it  costs  $300  for  one  option 
on  100  shares  of  stock. 
A  call  option,  from  the  standpoint  of  the 
buyer  of  the  option,  closely  resembles  a 
short-term  warrant.  And.  as  with  a 
warrant,  the  primary  appeal  of  a  call  op- 
tion to  the  buyer  is  leverage:  if  the  stock 
rises  dramatically  during  the  life  of  the  op- 
tion, the  percentage  gain  in  the  price  of 
the  option  can  be  far  greater  than  the 


percentage  gain  in  the  price  of  the  stock. 
Conversely,  of  course,  the  buyer  of  a  call 
option  can  lose  1 00%  of  his  investment  if 
the  stock  is  at  or  below  the  striking  price 
when  the  option  expires.  So  even  the 
most  risk-oriented  investor  should  never 
put  more  than  a  small  fraction  of  his 
capital  in  call  options. 

OPTIONS  ALSO  HAVE 
CONSERVATIVE   USES 

Although  the  purchase  of  call  options  is 
the  easiest  option  transaction  to  under- 
stand, we  emphasize  that  options  can  also 
be  used  to  reduce  risk.  Certain  option 
strategies  entail  significantly  less  risk  than 
simply  owning  the  underlying  stock.  These 
risk-reducing  strategies  could  be  of  in- 
terest even  to  very  conservative  (but 
financially  sophisticated)  investors. 

(continued) 
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The  Glories  Of 
Anticipation 

By  Myron  Simons 


If  you  arc  getting  some  satisfaction 
from  your  securities  holdings  for  the 
first  time  in  years,  don't  pinch  your- 
self to  see  if  you're  awake.  You  are. 
The  economy  is  now  ending  the 
steepest  part  of  its  decline,  and  the 
Government  is  going  to  shoot  it  full 
of  fiscal  stimulation.  The  news  will 
continue  to  be  bad  for  a  while,  but 
the  market's  role  is  to  anticipate  con- 
ditions not  to  reflect  them. 

There  is  growing  evidence  that 
the  recession  is  bottoming  out.  Un- 
employment is  still  going  up,  but  the 
rate  of  increase  is  diminishing.  Slides 
in  the  prices  of  such  commodities  as 
copper  are  over,  so  the  urgency  to 
liquidate  inventory  is  largely  past,  es- 
pecially since  there  isn't  any  squeeze 
on  credit  any  more.  Retail  sales  aren't 
keeping  pace  with  the  rate  of  infla- 
tion, but  they  aren't  collapsing. 

In  short,  the  recession  isn't  snow- 
balling; outside  of  the  automobile 
and  the  housing  industries,  there's 
no  resemblance  to  the  steep  land- 
slide of  the  1930s.  Chances  are  that 
leveling  off  will  occur  without  any 
fiscal  stimulation.  Then  comes  a  tax 
cut  that  will  put  money  in  the  con- 
sumers' pockets,  and  other  forms  of 
government  spending.  This  stimulus 
will  be  injected  into  an  already  steady- 
ing economy  and  is  likely  to  really 
heat  things  up  by  the  late  fall. 

Actually,  we've  come  a  long  way 
in  the  last  month  or  two.  Inflation, 
which  seemed  to  be  a  permanent  part 
of  our  future,  is  now  under  some  con- 
trol, and  we're  likely  to  see  even  fur- 
ther relief  later  this  spring  and  sum- 
mer. The  oil  cartel,  which  looked  as 
though  it  would  make  a  complete 
shambles  of  the  world's  monetary  sys- 
tem, now  has  to  make  all  kinds  of 
accommodations  to  the  consuming 
countries.  Oil  can  be  bought  on  cred- 
it, money  is  being  recycled  through 
huge  trade  deals,  and  even  at  that, 
there's  a  pretty  good  chance  that  pe- 
troleum prices  will  be  coming  down. 

So,  we've  had  seme  relief  in  some 
of  the  cosmic  problems  and  we're 
back  to  the  more  normal  one  of  how 
to  get  out  of  the  depressed  part  of  a 
business  cycle.  We  have  plenty  of  ex- 
perience   with    the    solution    to    that 
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problem.  It's  true  that  this  recession 
is  deeper  than  the  others  we've  faced 
since  World  War  II,  but  the  lessons 
of  economic  history  give  a  clear  indi- 
cation that  we'll  be  back  on  the 
growth  path  before  the  year  is  over. 
With  that  as  a  scenario,  the  stock 
market  is  still  a  bargain  even  after 
its  recent  sparkling  advance. 

We've  got  one  other  thing  going 
for  us  and  that's  our  political  climate. 
No  question  about  it.  We  have  been 
through  the  worst  mess  in  our  coun- 
try's history,  first  with  the  transfer  of 
power  from  President  Nixon  to  Presi- 
dent Ford  and  then  with  a  heavi- 
ly weighted  Democratic  Congress, 
threatening  a  tug-of-war  between  the 
Administration  and  the  Legislative 
branch  that  could  have  resulted  in 
forestalling  much  needed  action. 

Two  things  have  happened  in  the 
last  month  that  are  encouraging. 
First,  although  the  ideas  about  tax 
refunds  are  not  the  same,  there  will 
undoubtedly  be  a  meeting  of  minds. 
Second,  a  compromise  is  in  the  works 
on  an  energy  program.  It  now  be- 
gins to  appear  that  the  two  branches 
of  government  can  work  together.  If 
so,  we  can  begin  to  see  a  total  effort 
to  get  our  economy  straight  again 
and  that  can  bring  confidence  back 
faster  than  anything  else. 

The  Perils  Of  Pauline? 

Now  don't  think  I'm  saying  that 
the  Millennium  has  arrived.  It  hasn't. 
This  recovery  is  likely  to  be  like 
one  of  the  old-time  movie  serials 
where  the  hero  struggled  out  of  one 
jam  only  to  find  himself  head-over- 
heels  in  another  one.  The  enormous 
fiscal  jolts  that  Congress  is  voting  in 
the  form  of  tax  cuts,  public  service 
jobs  and  aid  to  housing  are  going  to 
make  for  a  king-sized  financing  prob- 
lem. The  Treasury  is  going  to  have 
to  raise  at  least  $50  billion  to  foot 
the  bill.  In  fact,  if  you  add  up  the 
demands,  you  get  a  sum  of  as  much 
as  $100  billion.  To  allow  that  kind  of 
money  to  be  raised,  the  Federal  Re- 
serve has  to  pursue  a  rather  loose 
monetary  policy,  and  the  normal  de- 
mand for  loans  has  to  go  down. 

But  just  suppose  that  what  we're 
all  hoping  for  happens— that  we  get 
out  of  the  recession  soon.  Then  the 


consumer  will  loosen  his  purse  strings, 
corporations  will  dust  off  their  expan- 
sion plans  and  bank  loans  may  start 
going  up  again.  Since  the  Treasury 
plans  to  raise  a  good  deal  of  its  cash 
from  the  banks,  which  are  expected 
to  be  awash  with  money,  a  dramatic 
increase  in  bank  loans  can  make  it 
difficult  to  accomplish  all  of  the  bor- 
rowing that  will  be  necessary.  So,  we 
can  only  hope  that  the  Treasury  will 
do  a  lot  of  its  financing  quickly,  and 
that  it  won't  destroy  the  ability  of  the 
private  sector  to  get  money  or  of  the 
stock  market  to  keep  enough  new 
cash  coming  in  to  fuel  the  advance. 
Otherwise  we  could  have  another  bad 
credit  squeeze. 

But  all  of  this  is  just  a  word  of 
caution  for  the  future.  We  should 
have  at  least  a  few  months  ahead  of 
us  now  when  the  prospect  of  a  re- 
awakening of  economic  growth  is  in 
sight  and  the  stock  market  is  full  of 
anticipation.  If  the  housing  and  auto- 
mobile industries  turn  around  by  mid- 
year, aluminum  and  steel  stocks  will 
be  attractive.  Aluminum's  price  hasn't 
gone  down  because  the  companies  are 
cutting  production.  But  demand 
should  pick  up  rapidly  in  the  early 
stages  of  economic  recovery.  My  pre- 
ferences are  Alcoa  (38)  and  Kaiser 
Aluminum  (18). 

Bank  stocks  have  been  rather  weak 
because  some  of  their  loans,  especial- 
ly those  made  to  real  estate  operators, 
are  pretty  shaky.  But,  if  prosperity 
returns  by  this  winter,  most  of  those 
companies  can  weather  the  storm, 
and  the  banks  won't  have  to  face 
huge  loan  losses.  Chase  Manhattan 
(33),  Citicorp  (33)  and  J. P.  Morgan 
(58)  are  fundamental  to  both  domes- 
tic and  international  finance. 

The  Administration  is  now  predict- 
ing that  housing  starts  will  be  at  an 
annualized  rate  of  1.5  million  by  the 
end  of  the  year.  Even  if  they  are  a 
little  optimistic,  it  could  bring  a  great 
resurgence  to  the  huge  industry  that 
serves  homebuilding.  Stocks  like 
Johns-Manville  (22),  National  Gyp- 
sum (13)  and  U.S.  Gypsum  (20) 
could  once  again  become  prime  in- 
vestment candidates. 

The  business  news  is  going  to  con- 
tinue bad.  There'll  be  more  layoffs, 
and  just  terrible  corporate  earnings 
reports  this  month.  Yet  the  stock  mar- 
ket will  probably  go  up.  But  what's 
surprising  about  that?  After  all,  we 
had  a  hideous  bear  market  in  the 
midst  of  the  greatest  corporate  earn- 
ings in  history.  The  best  bull  markets 
are  those  that  foreshadow  an  eco- 
nomic turnaround.  Remember  that  in 
the  stock  market,  as  in  love,  the  pur- 
suit can  be  more  exciting  than  the 
catch,  the  anticipation  more  glorious 
than  the  realization.   ■ 
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The  Market  Outlook 


Accent  On  The  Positive 

By  Sidney  B.  Lurie 


Concepts  always  play  a  part  in  be- 
neath-the-surface  stock  price  trends. 
In  this  connection,  I  have  held  for 
some  time  that  a  new  approach  to 
individual  issue  attraction  has  been, 
and  still  is,  developing.  In  particular, 
with  the  sharp  decline  in  short-term 
interest  rates  spelling  less  competition 
for  high-yielding  common  stocks,  the 
emphasis  is  likely  to  be  on  stocks  of 
soundly  financed  companies  that  of- 
fer a  relatively  high  "total  return." 
This  means  good  dividend  yields, 
plus  reasonable  earnings  growth,  rath- 
er than  just  the  promise  of  high,  non- 
cyclical  earnings  expansion. 

All  of  this  doesn't  mean  that  specu- 
lative "vogues"  that  do  not  meet  the 
new  yardsticks  of  attraction  won't 
develop.  They  will,  for  we  live  in  a 
changing  world,  and  ours  is  still  a 
dynamic  economy.  Besides,  change  is 
the  seasoning  that  excites  speculative 
interest.  But,  I  think  it  significant  to 
remember  that  past  economic  history 
suggests  that  short-term  yields  will  re- 
main near  the  low  of  this  downswing 
in  the  interest-rate  cycle  well  after 
the  next  business  recovery  is  under 
way.  Thus,  apart  from  individual  ex- 
ceptions that  I'm  noting  later,  it  seems 
to  me  that  special  emphasis  will  con- 
tinue to  be  placed  on  high-yielding 
common  stocks. 

I  see  considerable  merit  in  Amsted 
Industries  (around  49,  paying  $3.20) 
inasmuch  as:  1)  I  believe  earnings  in 
this  fiscal  year  could  be  over  $10 
per  share  as  compared  with  $6.33 
last  year  after  a  last-in-first-out  ac- 
counting charge  of  $1.72  per  share. 
2)  The^  company  has  consistently 
maintained  a  strong  financial  position 
and  there  is  no  debt  ahead  of  the  2.7 
million  shares  of  common  stock.  3) 
Not  only  can  Amsted  finance  an  am- 
bitious expansion  program,  but  the 
company  historically  has  paid  out 
about  50%  of  earnings  in  its  35-year 
dividend  record.  4)  Although  this 
well-managed  company's  current  and 
recent  prosperity  might  be  said  to 
hinge  on  the  production  of  railroad 
freight  car  components,  I  fail  to  see 
this  as  a  debit  since  that  part  of  the 
company's  business  has  a  distinct 
"new  look." 
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Similarly,  I  see  reason  for  interest 
in  International  Harvester  (under  26, 
paying  $1.70).  For  one  thing,  the 
record  high  first-fiscal-quarter  profit 
indicates  that  the  company  has  a  fis- 
cal 1975  earnings  potential  of  about 
$6  per  share  as  compared  with  earn- 
ings of  $4.24  in  fiscal  1974.  Second, 
this  year's  operations  have  the 
benefit  of  four  constructive  factors: 
1)  The  shortages  that  penalized  op- 
erating efficiency  last  year  have  al- 
most disappeared.  2)  The  company's 
competitive  price  position  in  the  farm 
equipment  market  is  the  best  it  has 
been  in  years.  3)  Product  mix  is  ex- 
cellent. 4)  IH  has  a  high  degree  of 
flexibility  that  permits  it  to  transfer 
production  to  where  the  action  is. 

Many  Questions,  Few  Answers 

Up  to  now,  Westinghouse  Elec- 
tric's  problems  have  been  many;  the 
answers  few.  Although  sales  more 
than  doubled  between  1966  and 
1973,  the  earnings  trend  was  disap- 
pointing, and  operating  profit  margins 
were  below  those  of  the  company's 
larger  competitor,  General  Electric. 
But  the  company  has,  in  effect,  "bit- 
ten the  bullet"  and  is  eliminating  its 
major  earnings  drains.  While  the  in- 
dicated profit  from  continuing  opera- 
tions was  $1.57  per  share  in  1974, 
reported  net  income  was  only  31  cents 
per  share  against  a  profit  of  $1.82  in 
1973.  However,  with  the  company's 
financial  position  comfortable  and 
the  trend  now  "right,"  the  common 
is  an  interesting  long-term  speculation 
at  around  15  (paying  97  cents). 

In  the  area  of  growth  companies 
at  a  cyclical  multiple,  I  see  reason 
for  long-term  interest  in  CFS  Con- 
tinental, a  well-managed  company 
whose  common  stock  sells  above  12 
over  the  counter.  For  one  thing,  the 
company  is  the  leading  factor  in  the 
$28-billion  food  service  industry  and 
has  enjoyed  12  successive  years  of  in- 
creased sales  and  earnings.  I  believe 
fiscal  1975  should  witness  further 
gains,  with  earnings  in  the  $1.50- 
$1.55-per-share  area  as  compared 
with  $1.36  in  the  fiscal  year  that 
ended  September  1974.  Second,  al- 
though founded  as  a  processor  and 
distributor  of  coffee  to  Chicago  restau- 
rants,  the   company  has   changed   its 


character  and  is  now  national  in  scope. 

Prior  to  1967  Cooper  Industries 
was  essentially  a  one-product,  one- 
market  company.  It  now  is  a  well- 
diversified  business.  As  a  matter  of 
fact,  the  company's  hand  tool  divi- 
sion, which  was  started  eight  years 
ago  and  which  is  a  market  leader  in 
each  of  its  businesses,  has  grown 
steadily  since  it  came  into  being  via 
acquisitions.  The  company's  energy 
services  business  (engines,  pumps  and 
compressors),  which  was  on  its  back 
in  1971,  is  now  booming.  Production 
capacity  is  booked  through  1975, 
and  orders  are  being  taken  for  1976 
and  1977.  Although  the  recession  and 
decline  in  building  activity  probably 
will  result  in  lower  earnings  in  this- 
operation  in  1975,  total  earnings 
should  increase  by  about  25%.  My 
guesstimate  is  $5.25-$5.50  as  com- 
pared with  $4.29  last  year. 

Conventional  Wall  Street  wisdom 
holds  that  an  upturn  of  the  mag- 
nitude enjoyed  since  early  December 
must  at  some  point  suffer  a  worth- 
while correction.  Particularly  since  a 
wave  of  discouraging  first-quarter 
earnings  reports  could  unsettle  psy- 
chology this  month.  But  I  wonder  if 
so-called  conventional  wisdom  is  ap- 
plicable at  a  time  when  all  the  Free 
World  markets  have  been  figuratively 
exploding— when  the  inevitable  ex- 
cesses have  been  corrected  in  stair- 
step fashion?  Furthermore,  inflation- 
ary price  trends  are  slowing  through- 
out the  world,  and  the  lower  the  rate 
of  price  increases  the  higher  the  price 
times  earnings  multiple.  It's  easy  to 
forget  that  the  stock  market,  as  mea- 
sured by  the  DJI,  has  held  in  the 
roughly  800-1000  range  since  1966, 
the  two  downside  exceptions  being 
1970  and  1974.  This  means  there  is 
room  on  the  upside. 

Several  considerations  continue  to 
suggest  that  a  major  bottom  was  re- 
corded in  December  and  that  any 
reaction  at  this  time  will  be  little 
more  than  the  pause  that  refreshes. 
For  one  thing,  there  are  a  number 
of  factors  that  indicate  that  this  ad- 
vance is  comparable  to  that  of  1970- 
71  when  the  Dow  rose  from  627  to 
958  in  an  almost  straight  line.  The 
early  February  strength  in  the  air- 
line group  points  up  the  fact  that  this 
group  is  usually  a  lagging  indicator 
of  significant  changes  in  the  price 
trend.  Although  this  is  only  a  per- 
sonal impression,  I  believe  there  still 
are  substantial  uninvested  cash  re- 
serves in  institutional  hands.  It  would 
take  a  major  change  in  the  sparks 
that  fired  the  December-February  ad- 
vance to  decisively  change  the  pat- 
tern, and  I  doubt  this  is  in  prospect. 
The  ultimate  1975  highs  have  not  yet 
been  seen.   ■ 
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EARNINGS 
GROWTH 

MAPCO's  earnings  climbed  from  $1.05  a  share 

in  1973  to  $2.21  a  share  in  1974.  And 

we've  split  2-for-l  twice  in  the  past 

3  years.  MAPCO  is  still  growing.  To  find 

out  what's  happening,  write  for  our 

latest  report  to  investors. 

mapco 

a  inc. 


1437  S.  Boulder  Ave. 
Tulsa,  Oklahoma  74119 

SYMBOL  MDA 
NYSE  •  MWSE  •  PSE 


IN  1800,  YOU 

COULD  BE  IMPRISONED  FOR 

BEING  NERVOUS. 


Locked  away,  all  your  life,  because 
you  couldn't  adjust  to  society. 

It  took  a  lot  to  change  people's 
minds  about  what  it  meant  to  be 
emotionally  disturbed. 

Most  of  all,  it  took  colleges  and 
college-trained  minds. 

People  who  could  look  beyond 


Bt^Kj^Dn^K90Sff^J 
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BB8B^*.  'mpiSI*.     I  - 

the  myths  of  "demon  possession" 
and  ahead  to  therapy,  analysis,  and 
medical  treatment. 

Thanks  to  colleges  and  univer- 
sities, many  people  who  would  have 
once  been  hidden  from  society  now 
are  helped  to  lead  rich,  fulfilling 
lives. 

But  we  still  have  other  myths  to 
overcome.  Myths  about  cancer,  and 
heart  disease,  race,  population, 
inequality,  energy,  poverty,  and 
ignorance.  And  more. 

The  minds  who  can  overcome 
them,  need  college  educations.  But 
colleges  desperately  need  our 
financial  support. 

Every  dollar  we  give  to  support 
higher  education,  is  a  dollar  given 
to  a  higher  quality  of  life  for 
everyone. 

BIVE  TO  THE  COLLEGE  OF  YOUR  CHOICE.  NOW. 


Council  For  Financial  Aid  To  Education 

II  A  Public  Service  of  This  Magazine 
■  &  The  Advertising  Council 
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(Continued  from  page  10) 
tween  the  union  and  the  company 
shows  that  the  wage  increase  was 
$0.82  an  hour,  not  $0.51  an  hour. 

—William  R.  Wittbrodt 
President,  Local  12075, 
United  Steelworkers  of  America- 
District  29 
Midland,  Mich. 

Regarding  the  total  amount  of  the 
wage  increase,  we  neglected  to  in- 
clude increases  other  than  in  base 
wages.  As  for  who  "won,"  the  compa- 
ny achieved  its  principal  goals,  name- 
ly to  eliminate  318  jobs  it  considered 
unnecessary  and  to  put  a  ceiling  on 
the  cost-of-living  clause.  In  point  of 
fact,  nobody  "wins"  a  strike— Ed. 

Not  Running 

Sir:  Even  though  I'm  not  going  to 
do  it  [run  for  President],  I  love  to 
have  good  friends  say  that  I  ought  to 
(Fact  6-  Comment,  Mar.  15).  Keep 
out  of  those  balloons— at  least  for  a 
while.  We  need  you. 

—Hubert  H.  Humphrey 

U.S.  Senate  (Dem.,  Minn.) 

Washington,  D.C. 

Universal  Idea 

Sir:  In  Fact  &  Comment  (Feb. 
1)  you  referred  to  the  fact  that  at 
the  heart  of  most  major  beliefs  is 
the  Golden  Rule.  I  had  the  same 
idea  and  asked  our  research  depart- 
ment to  look  it  up.  We  found  ten 
major  religions,  which  no  doubt  cover 
most  of  the  people  in  the  world,  that 
express  the  same  idea.  I  enjoy  read- 
ing Forbes  and  congratulate  you. 

— Philip  Schaff 

Chairman, 

Leo  Burnett  Co.,  Inc. 

Chicago,  111. 

It's  A  Trademark 

Sir:  In  the  article  "Good  Timing?" 
(Feb.  15),  there  was  a  caption  which 
read  in  part:  ". .  .  This  makes  for  two- 
handed  time-telling,  which  is  why 
GE,  among  others,  is  pushing  the  LCD 
(liquid  crystal  display)  type  that  re- 
flects available  light.  Fine  on  sunny 
days,  not  at  night.  Next  step:  an 
LCD-LED  combination."  What  dis- 
turbs our  client,  Waltham  Watch  Co., 
is  the  use  of  LCD  as  if  it  were  a  type 
of  watch.  LCD  is,  in  fact,  a  federally 
registered  trademark  of  Waltham 
Watch  for  watches.  It  is  as  if  people 
started  calling  you  and  your  competi- 
tors forbeses.  You  could  end  up  shar- 
ing Forbes  with  other  publications. 

—Anthony  L.  Fletcih  i> 

Conboy,  Hewitt,  O'Brien  &  Boanlnian 

New  York,  N.Y. 
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CORPORATION, 
MULTIGRAPHICS  DIVISION    

Agency:   Campbell-Mithun,  Inc. 


D    FISHER   FOODS,   INC 

4  Agency:    Ketchum,  MacLeod  & 

Grove  Inc. 


48        D     MCA,    INC.     62 

Agency:    D'Arcy-MacManus  &  Masius 
Advertising 


ALEXANDER  &  ALEXANDER,    INC. 

Agency:   Clyne  Dusenberry,  Inc. 


5         ;:=     FORT    HOWARD    PAPER    COMPANY    42-43        D     MAPCO    INC.  ...  82 

Agency:   Marsteller  Inc.  Agency:   Creswe  I  Munsell  Schubert 

&  Zirbel  Inc. 


AMERICAN   SMELTING   AND 

REFINING    COMPANY    3rd    Cover 

Agency:   Clyne  Dusenberry  Inc. 


D     FRUEHAUF    CORPORATION 

Agency:    Burton  Sohigian  Inc. 
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D     MARRIOTT'S    ESSEX    HOUSE    36 

Agency:    Potomac  Advertising,  Inc. 


AVIS   RENT  A   CAR 

SYSTEM,    INC 6 

Agency:   Doyle  Dane  Bernbach  Inc. 


FUNDSCOPE    72 

Agency:    Doremus  &  Company,  Ltd. 


□     NATIONAL    STEEL    CORPORATION      58-59 

Agency:   Campbell-Ewald  Company 


BABSON'S  REPORTS  INCORPORATED     71 

Agency:    Kenneth  T.  Vincent  Co. 


GENERAL  TELEPHONE   & 

ELECTRONICS   CORPORATION  34-35 

Agency:    Doyle  Dane  Bernbach  Inc. 


PAN   AMERICAN   WORLD 

AIRWAYS     INC 39 

Agency:   Carl  Ally  Inc.,  Advertising 


D    BARRON'S  (Dow  Jones  &  Co.) 74 

Agency:   Clinton  E.  Frank,  Inc. 
Advertising 


GOLDMAN,  SACHS   &  CO 

Agency:    Doremus  &  Company 


68        □     PEOPLES   GAS    COMPANY    67 

Agency:    Foote,  Cone  &  Belding 


D    BEN    HOGAN    COMPANY     2 

Agency:  Jack   T.    Holmes    &    Associates 


BUDGET   RENT  A  CAR 

CORPORATION  OF  AMERICA 37. 

Agency:    Baker  &  Brichta,  Inc. 


X     BUTLER    MFG.    CO.    . 

Agency:   Valentine-Radford,  Inc. 


D    CELESTRON  PACIFIC 

Agency:    Baytron 


44 
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M.C.   CORBIN   CO 76 

Agency:    M.C.  Corbin  Co. 


DIAMOND   INTERNATIONAL 

CORPORATION 29 

Agency:    Henderson  &  Roll,  Inc. 


□    EATON  CORPORATION    53 

Agency:   J.   Walter  Thompson   Company 


□   empire  Diamond  corporation  .76 

Agency:   Twentieth  Century  Associates 


□    GULF  &  WESTERN 

INDUSTRIES,  INC 11 

Agency:    D'Arcy-MacManus  &  Masius 
Advertising 


HORNBLOWER  &  WEEKS- 

HEMPHILL,    NOYES    INC 36 

Agency:    Doremus  &  Company 


HUMANA   INC 9 

Agency:    Eisaman,    Johns    &    Laws,    Inc. 


□     IU    INTERNATIONAL    49 

Agency:   Marsteller  Inc. 


*     INTERNATIONAL    BUSINESS 
MACHINES   CORPORATION 
DATA  PROCESSING   DIVISION  30-31 

Agency:   Geer,  DuBois  Inc.  Advertising 


ITEL    CORPORATION     17 

Agency:   N.W.  Ayer/Jorgensen/ 
MacDonald,  Inc. 


KENT  CIGARETTES 
LORILLARD-A   DIVISION  OF 

LOEWS    THEATRES,    INC 18 

Agency:    Foote,  Cone  &  Belding 


RCA    CORPORATION    41 

Agency:  J.   Walter  Thompson    Company 


□     SANTA  FE  INDUSTRIES,    INC 64 

Agency:    Advertising  Direction,  Inc. 


SWISSAIR    2nd  Cover  &  1 

Agency:   Waring  &  LaRosa,  Inc. 


UNION    CAMP    CORPORATION  54-55 

Agency:   Gaynor  &  Ducas  Advertising 


UNITED   BUSINESS 

SERVICE    CO.,    INC 76 

Agency:   The  Silton  Company,  Inc. 


D     UNITED    TELECOM     12 

Agency:    Brewer  Advertising  Inc. 


#     UTAH    INDUSTRIAL 

PROMOTION    DIVISON     61 

Agency:    David  W.  Evans,  Inc. 


THE  VALUE    LINE 

CONVERTIBLE    SURVEY    79 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 


FEDERAL   OIL    &   GAS    LEASES,    INC.      77 

Agency:   Auld  Advertising,  Inc. 


FIRST   NATIONAL   BANK 

IN    ST.    LOUIS    

Agency:   Gardner  Advertising 

Company  Incorporated 


56 


G     WALTER  KIDDE  &  COMPANY,   INC.  16 

Agency:    Keyes,  Martin  &  Company 


LIGGETT   GROUP    50,    51,    52 

Agency:    Berger  Stone  &  Ratner,  Inc. 
Advertising 


THE  VALUE   LINE 

INVESTMENT   SURVEY    70 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 


MAX  M.  WILSON    10 

Agency:   Chaparral    Advertising    Agency 
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Proud-pied  April  dressed 
in  all  his  trim  hath  put  a  spirit 
of  youth  in  everything. 
Shakespeare 


He  who  spends   all  his  life  in  sport  <  True  merit,  like  a  river, 


is  like  one  who  wears 
nothing  but  fringes 
and  eats  nothing  but  sauces. 
Richard  Fuller 


the  deeper  it  is, 

the  less  noise  it  makes. 

George  Savile 


By  different  methods 
different  men  excel,  but  where 
i:  he  who  can  do  all  things  well? 
Charles  Churchill 


What  comes  with  ease  goes  with  ease. 
Arabian  Proverb 


Trust  only  movement. 
Alfred  Adler 


You  cannot  make  a  windmill  go 
with  a  pair  of  bellows. 
George  Herbert 


It  takes  less  time 

to  do  a  thing  right  than  to  explain 

why  you  did  it  wrong. 

Henry  Wadsworth  Longfellow 


Sloth  makes  all  things  difficult, 
but  industry  all  things  easy. 
Benjamin  Franklin 


Nature  has  concealed  at  the  bottom 
of  our  minds  talents  and  abilities 
of  which  we  are  not  aware. 
La  Rochefoucauld 


Characters  never  change. 
Opinions  alter; 

characters  are  only  developed. 
Benjamin  Disraeli 


What  is  difficulty? 
Only  a  word  indicating  the  degree 
of  strength  requisite  for 
accomplishing  particular  objects; 
a  mere  notice  of  the  necessity 
for  exertion;  a  bugbear  to 
children  and  fools;  only  a 
stimulus  to  men. 
Samuel  Warren 


The  greater  the  obstacle, 

the  more  glory  in  overcoming. 

Moldzre 


One  worthwhile  task 

carried  to  a  successful  conclusion 

is  worth  half  a  hundred  half-finished 

tasks.  On  the  football  field 

you  cannot  score  a  goal 

unless  and  until  you  have  forced 

the  ball  between  the  posts. 

It  is  the  same  in  the  business  field. 

Concentrate.  Be  a  finisher. 

B.C.  Forbes 


Perseverance  is  failing  19  times 
and  succeeding  the  20th. 
J.  Andrews 


All  the  ancients  used  to  say 
that  the  emperor  should  concern 
himself  with  general  principles, 
but  need  not  deal  with  the  smaller 
details;  however,  failure  to  attend 
to  details  will  end  up 
endangering  your  greater  virtues. 
K'ang-Hsi 


In  life,  as  in  football, 

you   won't   go   far   unless    you    know 

where  the  goalposts  are. 

Arnold  Glasow 


Experience  and  judgment  must  be 
gained  by  the  slow  process  of  doing. 
William  Feather 


Press  on.  Nothing  in  the  world 
can  take  the  place  of  persistence. 
Ray  A.  Kroc 


Swift  instinct  leaps; 
slow  reason  feebly  climbs. 
Edward  Young 


Rain  is  good  for  vegetables,  and 
for  the  animals  who  eat  those 
vegetables,  and  for  the 
animals  who  eat  those  animals. 
Samuel  Johnson 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $8.50.  Also  "Fact 
ami  Comment"— the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  N.Y.  State 
residents,  add  4%-8%  sales  tax. 


A  Text  . 


Sent  in  by  Mrs.  Norman  Veber,  Cathla- 
ment.  Wash.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Watch    ye,    stand    fast    in    the 
(/nit  you  like  men,  he  strong. 
I  Corinthians  16: 13 


faith, 
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Defense 


Are  The  New  Weapons 
Worth  The  Price? 
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[Ranking  Division,  we've  divided  up  the  world  of  business 
into  four,  easy-to-manage  parts:  North  America;  Latin 
America;  Europe,  Middle  East  and  Africa;  and  the  Far 
East.  With  offices  in  key  financial  cities  around  the  world, 
our  new  system  can  keep  you  closely  informed  of  the 
multi-  and  supra-national  problems  unique  to  those 
various  economies! 

Besides  serving  as  financial  intelligence  centers, 


offices  are  staffed  with  experts  backed  with  the 
experience  and  reputation  of  the  world's  leading  bank. 

Experts  who  are  on-the-spot  to  service  your  major 
projects;  offer  counsel  and  guidance  for  the  most  complex 
financial  transactions;  and  help  protect  your  best  interests 
wherever  in  the  world  those  interests  lie. 

So  when  the  world  of  business  seems  too  large  to 
handle,  remember  us.  We're  the  bank  who  took  steps 
to  cut  it  down  to  size. 


One  step  ahead. 


ALAN    BEATTY,   VICE   PRESIDENT   FINANCE,    RECREATION 
PRODUCTS  GROUP, VICTOR  COMPTOMETER  CORP. .CHICAGO 


"lA/hen  sales  at  our  Bear  Archery  Division  ex- 

c   panded,  we  realized  some  of  our  people 

needed  additional  management  skills  to  help  meet 

the  growing  demand  for  our  products,"  says  Alan 

Beatty. 

"As  a  graduate  of  the  Management  Seminar,  I 
knew  it  was  the  program  which  would  give  our  key 
people  the  principles,  a  system  of  controls  and  the 
profft  orientation  they  needed  to  accomplish  our 
company  goals. 

"We  enrolled  20  of  our  engineering  and 
supervisory  personnel  in  the  Management 
Seminar  and  the  results  were  excellent. 


MWhen  we  needed 
increased 
productivity, 
the  Dale  Carnegie 
Management 
Seminar  played  an 
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Communications  improved  between  production 
workers,  supervisory  personnel  and  top  executives; 
plant  foremen  were  motivated  to  work  harder  to- 
wards our  common  goal;  and  productivity  increased 
to  handle  the  new  business  we  were  getting. 

"I  think  the  company  got  more  results  from  the 
Seminar  because  our  engineers  attended  along  with 
our  supervisory  personnel.  Now  everyone  knows 
what  goals  the  company's  trying  to  accomplish.  I 
think  the  money  and  the  time  we  spent  on  the  Semi- 
nar were  well  worth  it." 

Many  leading  companies,  both  large  and  small, 
have  achieved  greater  overall  productivity  by  en- 
rolling their  managers  in  the  Dale  Carnegie  Man- 
agement Seminar— the  Seminar  that  emphasizes  the 
human  side  of  Management.  Write  us  today  for  a 
copy  of  our  quick-reading  brochure. 

DALE  CARNEGIE 
MANAGEMENT  SEMINAR 

SUITE  115F0  •  1475  FRANKLIN  AVENUE  •  GARDEN  CITY.  N.Y.  11530 
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Revolution. 

Humana  is  leading  it.  We're  a  private  enterprise 
company  that  builds,  owns  and  manages  hospitals 
that  provide  first-quality  patient  care  and  operate 
at  a  profit. 


Humana  is  the  fastest  growing  company  in  this 
threshold  industry.  Last  year  we  added  more  patient  capac- 
ity than  the  three  other  largest  companies  in  this  field  com- 
bined. And  it  is  just  the  beginning.  Our  nation's  hospital 
needs  are  immense.  To  meet  them,  the  investor-owned 
company  Humana,  will  play  the  leading,  vital  role. 

Thecombination  of  the  increased  cost  of  hospi- 
tal labor,  and  the  steadily  decreasing  productivity  of  that 
work  force  has  put  tremendous  financial  pressures  on 
traditionally  run  hospitals.  Humana,  on  the  other  hand, 
through  the  use  of  the  most  advanced  management  tech- 
niques, has  been  able  to  dramatically  improve  efficiency. 


largely  by  utilizing  hospital  personnel  most  effectively  If  you 
stayed  at  a  Humana  hospital,  you  would  rate  the  quality  of 
care  as  outstanding  and  our  approach  to  human  values  as 
truly  innovative. 

Humana's  practice  of  applying  sound  business 
techniques  to  maximize  productivity  also  results  in  some- 
thing many  people  thought  impossible.  Our  hospitals  run 
at  a  profit.  A  profit  that  provides  the  basis  for  even  greater 
effectiveness,  and  the  investment  attractiveness  needed  to 
finance  the  growing  demand  for  more  Humana  hospitals 
Humana  Inc  .  One  Riverfront  Plaza.  Louisville,  Kentucky 


The 

Hospital    • 
Company:; 


I  Leading  a  quiet  revolution 
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Remember  when 

a  political  issue  traveled 
25  miles  per  hour? 

An  idea  had  a  long,  long  trail  to  travel  in  those  days.  And,  it  often  died  at  its 
destination,  in  front  of  a  slim  gathering  of  people  who  came  out  just  to  see  the 
train. 

Today  it's  a  different  story. 

An  American  President  can  televise  his  views  to  the  people  and  the 
people  hear  them  as  they're  spoken.  And  the  whole  world  gets  the  picture. 

Communications  is  a  powerful  tool.  And  every  American  has  the  pre- 
rogative, right  or  wrong,  to  state  his  case  loud  and  clear. 

Communications  among  those  of  opposing  views  is  still  the  best  way 
to  guarantee  a  strong  and  healthy  country. 

As  one  of  America's  largest  communications  companies  in  the  business 
of  television,  radio,  and  outdoor  advertising,  we  work  hard  at  our  responsibility; 
Not  to  mold  a  person's  mind,  but  to  help  him  keep  it  open. 


Combined  Communications  Corporation 

Headquarters:     411  North  Central  Ave.,  Phoenix,  Az.  85004 

Communicating  With  People 

CCC  TELEVISION  STATIONS:  WXIA-TV  (ABO  Atlanta.  KBTV-TV  (ABC)  Denver.  WPTA-TV  (ABO  Fort  Wayne.  KARK-TV  (NBO  Little  Rock,  WLKY-TV 
(ABO  Louisville.  KOCO-TV  (ABO  Oklahoma  City.  KTAR-TV  (NBO  Phoenix.  CCC  RADIO  STATIONS:  WSAI-AM  Cincinnati.  WJDJ-FM  Cincinnati,  WWDJ-AM 
Hackensack.  KKDJ-FM  Los  Angeles.  KTAR-AM  Phoenix.  KBBC-FM  Phoenix.  MUZAK  Arizona.  CCC  OUTDOOR  COMPANIES:  Eller  Outdoor  Advertising  Com- 
panies of  Arizona,  California.  Colorado.  Flint/Grand  Rapids.  Kansas  City.  Memphis.  Michigan.  St.  Louis.  Texas.  Pacific  Outdoor  Advertising  Co.  in  Los  Angeles  and 
Southern  California.  Claude  Neon  Industries  Limited -Canada.  CCC  SIGN  MANUFACTURING  COMPANIES:  Electrical  Products  Signs.  Inc.- Albuquerque.  Eller 
Electric  Sign  Co.-Phoenix.  Claude  Neon  Industries  Limited -Canada.  Tennessee  Continental  Corporation  (Tencont-  Centerville.  Tennessee. 


The 
bank  bank. 


Don't  settle  for  more 


Investment  management  is  only  one  of  the 
many  diverse  services  offered  by  most  banks.  But 
only  one  bank  in  New  York  City  concentrates  solely 
on  investment  management  and  directly  related  ac- 
tivities. Fiduciary  Trust  Company  of  New  York.  The 
non-bank  bank. 

For  43  years,  we  have  devoted  all  our  time, 
skills,  energy,  resources  and  personnel  to  the  care 
and  management  of  invested  funds.  We  avoid  the 
unrelated  activities  usually  associated  with  com- 
mercial banking. 

Investment  management  accounts  at  Fiduci- 
ary are  invested  only  in  companies  which  have  been 
studied  in  depth  by  our  own  research  analysts.  And 


our  ten-year  record  of  achievement  in  global  invest- 
ing gives  us  an  added  awareness  of  the  fact  that  the 
world's  economies  and  securities  markets  are  in- 
creasingly interdependent. 

At  Fiduciary,  the  non-bank  bank,  we  manage 
all  accounts  individually  and  personally  —  Invest- 
ment Management  accounts  and  Trusts  from 
$300,000  with  a  minimum  annual  fee  of  $2,500  — 
and  streamlined  Securities  Management  accounts 
starting  at  $100,000  with  a  minimum  annual  fee  of 
$1 ,000. 

If  you're  looking  for  a  bank  that  specializes 
in  investment  management,  why  settle  for  more? 
Fiduciary,  the  non-bank  bank.  Call  or  write  Daniel  E. 
Peterson,  Vice  President,  at  (212)  466-4100. 


FIDUCIARY 

TRUST  COMPANY  OF  NEW  YORK 

The  mm* bank  bank 

TWO  WORLD  TRADE  CENTER,  NY  10048 
EUROPEAN  OFFICES:  London/Geneva 
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HOW  TO  TURN 
PAPERHANDUNG 


INTO  PAPERFLOW. 


Mechanize. 

You  know,  separate  the  paper  from  the 
handling. 

There  are  machines  that  work  as  systems  to 
fold  and  insert  your  statements,  head-up  your 
invoices,  copy  and  collate  your  reports,  endorse  and 
sign  your  checks,  compute  your  postage,  address, 
seal,  meter  stamp  and  stack  your  envelopes,  even 
open  your  mail,  all  at  high  speed. 

Pitney  Bowes  makes  them. 

If  you're  not  sure  how  to  go  about  mechanizing, 
Pitney  Bowes  is.  We've  been  speeding  up  mail  and 
paperhandling  ever  since  we  invented  the  metered 
mailing  system  over  fifty  years  ago. 

One  of  our  paperflow  analysts  can  show  you 
some  of  what  we've  been  showing  businessmen  all 
over  the  world. 

He  can  recommend  a  system  that'll  change 
your  paperhandling  into  paperflow,  free  people  to  do 
more  important  work  and  reduce  your  costs. 

Write  us.  Pitney  Bowes,  1727  Pacific  Street, 
Stamford,  Conn. ,  06904,  or  call  one  of  our  190 
offices  throughout  the  U.  S.  and  Canada. 

The  less  you  handle  your  paper,  the  faster  it 
can  flow. 


=  Pitney  Bowes 
lr  Mailing  Systems 
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Why  Puerto  Rico  is  unique 

as  a  place  for  manufacturers 

to  make  more  profits 


The  President  and  Editor-in-Chief 
of  Forbes  magazine  tells  how  a 
unique  relationship  with  theUnited 
States  allows  Puerto  Rico  to  pro- 
vide manufacturers  with  advan- 
tages for  profits  that  they  won't 
find  anywhere  else  in  the  world. 

Read  his  "fact  and  comment," 
then  send  the  coupon  below  for 
more  details. 

WW  Puerto  Rico  is  unique  in  all  the 
world  — and  I  don't  mean  for  tourists, 
although  it  is  that. 

I  mean  from  the  U.S.  manufac- 
turer's point  of  view. 

I    call    Puerto    Rico    "unique" 
because  of  a  very  practical  set  of  cir- 
cumstances  there   that  encourage 
employment  and  growth  and  a  decent 
profit  for  manufacturers. 

Saw  economic  wonders 

In  1958  I  first  saw  the  economic 
wonders  the  people  of  Puerto  Rico 
were  bringing  about. 

My  wife  and  I,  on  a  visit  to  Puerto 
Rico,  asked  a  mutual  friend  to  arrange 
a  meeting  with  Governor  Luis  Munoz 
Marin.  This  was  the  man  who  started 
it  all.  And  this  was  the  period  when 
their  economic  development  program 
was  beginning  to  show  its  first  signifi- 
cant signs  of  success.  With  Munoz  as 
our  guide,  we  learned  about  it  firsthand. 

A  gamble  they  had  to  take 

Munoz  named  the  program  Operation 
Bootstrap.  And  he  told  us  what  a  big 
gamble  it  was  on  the  part  of  the  people 
of  Puerto  Rico.  But  it  was  a  gamble 
they  realized  they  had  to  take. 

Puerto  Rico,  with  its  dying  one- 
crop  economy  and  its  exploding  popu- 
lation, was  down  and  out  by  1940.  The 
island  was  labeled  "The  Stricken  Land." 

But  by  the  late  50's,  however,  indus- 
try had  surpassed  agriculture  as  a 
source  of  income.  And  I  could  see  that 
the  effort  to  lift  the  island  literally  by 


by  Malcolm  S.  Forbes 


Malcolm  S.  Forbes,  President  and 

Editor-in-Chief  of  Forbes  magazine, 

has  been  described  as 

"...  perhaps  our  leading  business-watcher.  " 

its  bootstraps  had  many  people  turned 
on  both  here  and  there. 

Something  for  everyone 

And  for  good  reason.  Operation  Boot- 
strap was  working.  Why?  Not  out  of 
idealism.  But  because  it  offered  then 
and  in  fact  offers  now  something  for 
everyone  involved.  The  Government, 
which  wants  to  improve  the  economy 
of  the  island.  The  workers,  who  need 
jobs.  And  manufacturers,  who  see  the 
benefits  of  this  kind  of  close  co- 
operation. 

The    people    at    Puerto    Rico's 
Economic    Development    Administra- 
tion (they  call  themselves  "Fomento") 
can  give  all  the  pertinent  facts  and 
figures. 

But  I  can  tell  you  that  Puerto  Rico 
offers  100%  tax  exemption  to  qualified 
manufacturers.  That  Puerto  Rico  offers 
duty-free  entry  to  the  United  States. 
That  there  is  an  abundant  supply  of 
workers  ready  to  go  to  work  tomorrow. 

I  suggest  that  if  you  are  looking  for 
a  new  plant  site,  you  would  be  making 
a  mistake  if  you  did  not  include  Puerto 
Rico  in  your  list  of  locations.  99 


Puerto  Rico's 
Unique  Benefits 

Puerto  Rico  is  a  Commonwealth  freely 
associated  with  the  U.S.  through  a 
compact  of  union  which  elevated  the 
island  from  territorial  status  in  1952. 
Puerto  Rico  offers  manufacturers: 

1.  No  federal  taxes.  Federal  taxes 
on  corporate  profits  do  not  apply. 

2.  100%  exemption  from  all 
local  taxes.  No  tax  on  corporate  in- 
come, real  or  personal  property.  No 
excise  or  city  taxes.  Up  to  30  years. 

3.  100,000  workers  available. 
With  an  unemployment  rate  that  ex- 
ceeds 12%,  the  people  of  Puerto  Rico 
need  work.   There   are  over   100,000 
ready  to  start  immediately. 

4.  Fast  training  programs.  Gov- 
ernment-sponsored    programs     train 
workers  for  sophisticated  jobs. 

5.  Quick,    profitable    start-up. 
Figures  show  that  most  manufacturers 
in  Puerto  Rico  have  arrived  at  a  profit- 
able bottom  line  in  just  six  to  nine 
months  after  starting  up. 

Send  for  free  Plant  Site  Kit 

Get  more  information.  Fill  out  the 
coupon  below  and  send  it  to  us  now. 

Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
Dept.  FB-15, 1290  Ave.  of  the  Americas 
New  York,  N.Y.  10019 

I'd  like  to  find  out  mote  about  the  unique 
advantages  Puerto  Rico  offers  as  a  plant 
site  within  the  U.S.  Please  send  free  Plant 
Site  Kit  with  facts  and  figures. 
The  products  I  might  be  interested  in 
manufacturing  in  Puerto  Rico  are: 


Name. 
Title- 


Company. 

Address 

City 


State. 


.Zip. 


CI975.  Commonwealth  of  Puerto  Rico 


He  told  her  about  frozen  corn. 
She  told  him  about  mag  wheels. 
And  they  lived  happily  ever  after. 


You  don't  have  to  espouse  unisex  to 
know  that  husband  and  wife  roles  overlap 
these  days. 

But  how  much?  How  should  that 
affect  marketing  programs?  For  which 
products  and  services? 

The  Purchase  Influence  Study,  com- 
missioned by  five  magazines,  including 
TV  Guide,  answers  some  of  those  questions, 
and  others  important  to  you. 

For  the  first  time,  there's  a  marketing 
tool  to  gauge  the  relative  influence  of 
husbands  and  wives  in  purchase  decisions. 
For  108  products  and  services. 

We've  included  a  couple  of  examples 
for  you  to  see. 

We  think  it's  clear  that  both  men  and 
women  figure  heavily  in  many  buying 
decisions.  That's  why  TV  Guide  can  be  an 
important  selling  vehicle  for  you.  TV  Guide 
sells  more  than  20  million  copies  a  week, 
reaching  more  of  your  dual  audience  target 
faster  and  with  greater  efficiency  than  any 
other  magazine. 

The  Purchase  Influence  Study  can 
help  your  advertising  work  harder. 
Ask  your  TV  Guide  representative  for 
more  information. 


PACKAGED  PRODUCTS 

BASE:  Purchases  by  Wives  &  Husbands  in  Past  7  Days 


Wife&  Husband 

Influence  on 
Purchases=100% 
(Read  Table  Across  J 


Veqetables 
(Corn  Peas  String  Beans) 
Frozen 
Canned 


Purchases  By 
Wite    Husb 


77 
73 


23 
27 


SHARE  OF  INFLUENCE 


Direct  Influence 

Prod  Dec        Brand  Dec 

Wife    Husb     Wife    Husb. 


68 
75 


32 
25 


73 
76 


27 
24 


Indirect  Influence 

Prod  Dec        Brand  Dec 

Wife     Husb      Wife     Husb 


62 
63 


38 

37 


65 
66 


35 

34 


DURABLE  GOODS  &  SERVICES 

BASE  Purchases  in  Past  12  Months 


Wife  &  Husband 
Influence  on 
Purchases=l00% 
(Read  Table  Across) 


Automotive 

Automobiles 
Automobile  Tires 


SHARE  OF  INFLUENCE 


Purchase 

Decision  Influence 

Prod  Dec    Brand  Dec 

Wife  Husb  Wife  Husb 


38 
20 


62 
80 


33 

18 


67 
82 


Initiation 
Prod  Dec  Brand  Dec 
Wife  Husb  Wife  Husb 


22 

12 


7d 
88 


79 
89 


Information  Gathering 
Prod  Dec  Brand  Dec 
Wife  Husb    Wife  Husb 


18 
13 


82 
87 


18 
14 


82 
86 


Source:  Purchase  Influence  Study.  1975.  Haley  Overholser  &  Associates.  Inc. 
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Side  Lines 


From  The  Cutting  Room  Floor 

Our  writers  and  researchers  uncover  fascinating  facts  that  never  find 
their  way  into  the  magazine  but  which  are  too  good  to  waste.  A  few  from 
recent  weeks: 

On  July  1,  1862,  President  Abraham  Lincoln  signed  two  major  bills,  and 
the  New  York  stock  market  dropped  sharply.  It  wasn't  the  bill  outlawing 
polygamy  that  knocked  the  market  for  a  loop,  but  the  one  authorizing  the 
U.S.'  first  income  tax.  In  retrospect,  it  is  a  little  hard  to  see  what  all  the 
excitement  was  about:  Only  about  one  wage  earner  in  20  had  to  pay  any  tax, 
which  applied  only  to  people  making  more  than  $11.50  a  week.  Even 
then  the  tax  was  only  3%,  scaling  up  to  5%  for  incomes  of  more  than 
$10,000— of  which  there  were  precious  few  in  those  days.  The  original  tax 
form,  great  granddaddy  of  the  1040,  consisted  of 
just  18  lines,  but  people  weren't  used  to  dealing 
with  figures  in  those  days.  Abe  Lincoln  himself 
apparently  misunderstood  the  instructions  and 
ended  up  overpaying  by  $1,279.15;  his  heirs  got 
the  refund.  The  tax  was 
repealed  in  1872,  remain- 
ing pretty  much  a  dead 
letter  until  ratification  of 
the  16th  Amendment  to 
the  Constitution  in  1913. 
Senator  John  Sherman  of 
Ohio  (of  antitrust  fame) 
called  the  tax  an  instru- 
ment of  the  devil.  He  had 
a  point. 

Our  art  department  was 
having  difficulty  finding  a  picture  of  H.M.S.  Dreadnought,  the  British 
navy's  great  pre- World  War  I  battleship,  for  our  box  on  the  dreadnought 
complex  (p.  24).  Fortunately,  someone  thought  of  the  magazine  Strategy 
i?  Tactics.  A  call  to  ShT's  New  York  office  brought  forth  the  pictures  we 
wanted,  plus  some  interesting  information  about  war  games.  They  are  flour- 
ishing: S6T  has  published  about  80,  on  battles  ranging  from  Armageddon 
through  the  U.S.  Civil  War,  the  Battle  of  the  Bulge  and  on  to  a  hypothetical 
war  scenario  between  China  and  Russia.  They  are  remarkably  realistic:  In 
the  Civil  War  game,  for  example,  the  Union  Army's  vastly  superior  numbers 
are  offset,  for  a  while  at  least,  by  a  handicap  for  inferior  generalship. 
Some  30,000  people  subscribe  to  S6-T  magazine  and  are  war-gamers,  in- 
cluding, not  surprisingly,  the  Soviets,  the  Red  Chinese  and  the  U.S.  Joint 
Chiefs  of  Staff.  So  do  such  relatively  pacific  individuals  as  Walter  Cronkite 
and  the  editor  of  Forbes. 

Talking  of  unrealistic  weapons,  the  "armored  reconnaissance  vehicle"  model 
on  the  cover  is  a  recent  example.  Called  the  M-551  Sheridan,  it  was 
supposed  to  do  all  sorts  of  technical  feats,  and  would  be  "air-droppable." 
Unfortunately,  the  Sheridan's  armor  had  to  be  strengthened  for  use  in 
Vietnam,  making  it  too  heavy  to  air-drop.  The  electronics  are  too  complex 
to  be  easily  repaired  in  the  field.  The  Shillelagh  missile  it  uses  gave  off  too 
much  carbon  monoxide  to  be  fired  more  than  four  times  a  day. 

An  LTV  Aerospace  plane  crashed  on  takeoff  the  morning  Forbes  As- 
sociate Editor  William  Reddig  arrived  to  interview  Ling's  successor,  Paul 
Thayer.  It  was  a  close  call  for  Sol  Love,  president  of  LTV  Aerospace  and 
his  test-flight  crew  as  well  as  for  the  pilots.  (The  pilots  were  injured,  the 
executives  virtually  unscathed.)  By  the  time  Reddig  was  ushered  into 
Thayer's  office,  the  LTV  chief  executive,  a  onetime  Navy  fighter  pilot, 
knew  all  the  facts  of  the  crash.  "I  was  beginning  to  lose  my  cool,"  says 
Reddig,  "but  Thayer  was  calm  and  collected.  'Let's  get  on  with  the  inter- 
view,' he  said,  brushing  off  the  incident."  Reddig  was  impressed,  but  com- 
mented that  Thayer  will  need  all  his  cool  in  trying  to  keep  LTV  on  course. 
See  the  story  on  page  17.  ■ 
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You  can  plan 
an  entire 
business 
meeting 
with  just  one 
phone  call 

to  Eastern. 


Instead  of  making  a  lot  of 
calls  to  plan  your  next 
business  meeting  you  can 
make  just  one,  to  Eastern. 

Eastern  has  trained 
professionals  linked  to  a 
computerized  network  of 
over  2,400  quality  hotels 
and  resorts.  We'll  help 
you  choose  the  one  that's 
right  for  you. 

We'll  fly  you  there, 
rent  your  hotel  rooms  and 
cars  for  you,  and  set  up 
your  conference  room 
down  to  the  coffee  and 
danish.  We  can  get  the 
audio- visual  equipment  you 
need  and  even  plan  special 
functions  such  as  golf  and 
tennis  tournaments  for  you. 

We  can  do  all  this  for 
you  no  matter  how  big  or 
small  your  group  is. 

You  gotta  believe! 

The  people  of  Eastern 
are  doing  everything  they 
can  to  make  your  next 
business  meeting  a 
successful  one. 

For  more  information, 
call  your  local  Eastern 
reservations  office  and  ask 
for  our  meeting  planning 
service. 

*3>   EASTERN 

THE  WINGS  OF  MAN 


Tr<=knr!c  £/TanapntQ     start  charsms  later  this  year'  and  n 

II  "I  IUj  CX   Idl  I^CTI  IK.D       other  Bell  System  companies  have  ap- 
nlied  for  nermission   to   do  so. 


Foreign 


uiiiei  r>en  oysiem  uompanie 
plied  for  permission  to  do 


Draining  The  Lake 

The  European  Economic  Commu- 
nity, which  in  the  past  has  been 
embarrassed  by  mountains  of  surplus 
meat  and  butter,  now  is  faced  with  a 
wine  lake.  It  is  coping  by  trying  to 
sell  over  1  million  quarts  of  vin  rouge 
to  Russia.  However,  even  a  Soviet 
knows  what  happens  when  a  product 
is  a  glut  on  the  market:  Russia  wants 
the  wine  at  a  very  low  price.  Under 
the  Common  Market's  common  agri- 
cultural policy,  the  Brussels  commis- 
sion would  have  to  subsidize  such  a 
sale  to  the  tune  of  $360,000-34  cents 
a  quart.  Normally  Brussels  wouldn't 
mind  paying  this  to  support  wine 
prices  in  the  open  market,  but  there 
was  enough  criticism  of  past  sales  of 
cut-price  EEC  meat  to  Russia  that 
Brussels  is  hesitating.  Meanwhile,  the 
French  are  barring  Italian  wine  from 
their  tables,  and  the  Italians  are 
threatening  to  keep  out  French  food. 

Hurry  Up  And  Wait 

What  are  the  odds  for  major  results 
from  big  scientific  crash  programs,  like 
the  $10  billion  appropriated  for  can- 
cer research  in  1972  or  the  equal 
amount  currently  being  spent  on  crash 
efforts  to  turn  coal  into  natural  gas? 
"The  pressures  of  crash  programs," 
writes  British  science  editor  David 
Fishlock,  "can  only  hasten  the  appli- 
cation of  discoveries  already  made." 
In  a  new  book,  The  Business  of  Sci- 
ence, Fishlock  points  out  that  the  suc- 
cess of  World  War  II  crash  programs 
derived  from  applying  discoveries 
"made  before  the  war,  in  some  cases 
long  before."  But  postwar  crash  pro- 
grams have  not  appreciably  speeded 
up  discoveries. 


Looking  For  Thin  Ice 

Great  Lakes'  shipping,  usually  ice- 
bound during  the  winter,  may  re- 
ceive help  from  a  new  navigational  aid 
called  Icewarn.  Developed  by  NASA, 
^.it  gives  ships'  navigators,  via  tele- 
phone and  radio  facsimiles,  a  printed 
aerial  view  of  the  type  of  ice  and  its 
thickness  as  well  as  showing  safe  pas- 
sage routes  through  the  frozen  lakes. 
If  tests  that  began  in  December  all 
prove  out,  Icewarn  will  be  ready  to 
go  into  operation  next  winter— saving 
coal  and  ore  shippers  millions  of  dol- 
lars, since  cargoes  must  now  be 
shipped  by  costly  rail  and  truck  routes 
or  stored  until  the  spring  thaws. 

Free  Ride? 

It  may  seem  a  farfetched  approach 
to  the  energy  crisis,  but  the  National 
Science  Foundation  is  taking  a  fresh 
look  at  free-loading.  NSF  has  funded 
a  $15,000  project  to  study  the  feasi- 
bility of  a  formal  system  of  inter-  and 
intra-urban  hitchhiking.  Israel  has  al- 
ready tested  and  introduced  such  a 
system,  and  Poland  has  for  years  en- 
couraged the  practice  by  registering 
hitchhikers  and  giving  prizes  to  mo- 
torists who  carry  them  farthest.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  Q  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $9  a  year. 


Business    I 


Price  Of  A  Number 

The  next  major  change  in  U.S.  tele- 
phoning practices  will  probably  be 
the  paid  information  call.  Already, 
Cincinnati  Bell  allows  each  of  its  Ohio 
customers  only  three  free  directory  as- 
sistance calls  per  month,  and  South- 
ern Bell  allows  only  five  to  Georgia 
customers.  Beyond  that,  it's  20  cents 
a  query,  unless  you  are  calling  long 
distance;  are  blind  or  handicapped; 
or  are  calling  from  local  motels,  ho- 
tels, hospitals  or  public  phones.  Cin- 
cinnati Bell,  which  began  to  charge  a 
year  ago,  reported  a  73%  drop  in  in- 
formation calls.  New  York  Telephone 
and  Wisconsin  Telephone  are  set  to 
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Readers  Say 


The  Cost  Of  Utilities 

Sir:  Your  TVA  story  (Apr.  1) 
makes  a  persuasive  case  that  public 
power  really  isn't  the  panacea  many 
people  think  it  is;  that,  indeed,  there  is 
no  "free  lunch."  But  there  are  certain 
services  and  products  whose  cost  the 
public  is  extremely  sensitive  about. 
Utility  rates  is  one  of  them.  However 
rational  your  case  may  be,  however 
valid  the  argument  that  keeping  a  lid 
on  utility  rates  is  shortsighted  and 
self-defeating,  people,  including  high- 
ly educated  people,  go  into  emotion- 
al fits  when  their  utility  bills  go  up. 
Why?  Maybe  psychologists  can  an- 
swer that.  There  is  certainly  no  ra- 
tional answer. 

—Howard  A.  Love 
New  York,  N.Y. 

Sir:  In  Readers  Say  (Mar.  15),  a 
Gregory  Helpern  is  indignant  at  the 
high  electric  rates  charged  by  Con 
Edison  to  heat  his  weekend  house. 
He  calls  you  insensitive  to  the  plight 
of  low-income  people.  Con  Ed's  rate 
increases  are  largely  due  to  fuel  cost 
increases  and  especially  the  require- 
ment to  use  low-sulphur  fuel.  It  is, 
moreover,  many  times  more  expensive 
to  run  transmission  lines  underground 
than  overhead.  Although  Mr.  Helpern 
mentions  low-income  people,  I  am 
impressed  by  his  weekending  and 
thereby  his  willingness  to  pay  in- 
creased gas  prices,  up  the  same  order 
of  magnitude  as  Con  Ed's  rates.  Also, 
I  wonder  if  he  drains  the  water  pipes 
when  he  leaves  his  weekend  house  or 
keeps  the  electric  heat  on,  which  is 
much  more  expensive  than  draining 
the  pipes,  an  easily  learned  skill  that 
can  be  done  in  30  minutes. 

—Arthur  Lesser  Jr. 
Hoboken,  N  J. 

Sr.  vs.  Jr. 

Sir:  Re  your  remark  that  Frank 
Sinatra  "Jr*  sure  ain't  Sr."  (Fact  ir 
Comment,  "Apr.  1 ) .  Why  put  the  poor 
guy  down?  You  wouldn't  like  it,  if 
after  reading  the  latest  issue  of 
Forbes,  I  would  write  in,  "Well,  Jr. 
sure  ain't  Sr." 

—J.J.  Altrogge 
Indiana,  Pa. 

I'm  afraid  many  readers  would  add, 
"Thank  goodness!"— MSF. 

Held  In  High  Esteem 

Sir:    Re    the    article    about   Areata 

National  Corp.    (Feb.  15).  Mr.  Deh- 

lendorf  is  held  in  high  esteem  by  the 

management  and  directors  here.  I  am 

(Continued  on  page  90) 
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*  GRAHAM  &  GUNN,  LTD.® 


Regatta  Plaids 

Graham  &  Gunn  fashions  a  cool 
crew  of  sport  coats  in  plaids  that 
capture  the  colorful  pageantry 
of  the  Royal  Henley.  Crafted  in 
the  Glynford  model.  Slim  as  a 
racing  shell.  Easy-moving. 
Perfect  shoulder  expression. 
Henley  Blue  plaids  on  beige 
to  team  with  Regatta  Slacks 
in  solid  colors. 


Graham  &  Gunn  sport  coats  from  $135  to  $225,  suits  from  $165  to  $275  at  these  and  other  fine  stores:  COVENTRY  HALL,  Mont- 
gomery* RONALD  BANK,  Ventura*  EDWIN  ALLEN,  West  Covina,  Santa  Ana  •  RICHARD  THOMAS,  Hamden,  Conn.  •  DOUGLAS 
ALLEN,  Pensacola  •  MORRIS  LEVY,  Savannah  •  ABRAXAS,  Chicago  •  CAPPER  &  CAPPER,  Chicago,  Detroit  •  DEAN  OLSON,  Glen 
Ellyn  •  GEORGE  BROS.,  Freeport  •  TAYLOR  SHOP,  Peoria  •  SNIDERS.  Oskaloosa  •  TODD  GARLAND,  Baton  Rouge  •  COLE'S, 
Battle  Creek  •  ED  HELM,  Jackson  •  LEW  HUBBARD,  Kalamazoo*  THE  VOYAGER,  Midland  •  JACK  HENRY,  Kansas  City  •  THE 
SQUIRE'S  SHOP,  St.  Louis*  BARTHS,  Springfield,  Mo.  •  ROOTS,  Summit,  Red  Bank*  F.  R.  TRIPLER,  New  York*  VITULLO.  Utica 

•  PEER,  GORDON,  LTD.,  Cleveland  •  DAVID  EDMUND,  Lima*  JUSTIN  TYME,  Worthington,  Ohio*  KOUNTZ  &  RIDER,  Pittsburgh 

•  HARDIE&  CAUDLE,  Chattanooga*  J.  CARY'S,  Ft.  Worth  •  WASHER  BROS.,  Ft.  Worth  •  NORTON  DITTO.  Houston  •  OEVEY'S, 
American  Fork  •  LITTLER.  Seattle  •  ROBERTS-MORRIS,  Williamson,  W.  Va.  •  D.W.  ZEMKE,  Madison.  ©1975,  Hart  Services,  Inc. 
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Send  For  The 
Synalloy  Story 


Three  Months  Ended 
December  6  \ 

1974  1973(1) 

$10,501,274 
100,487 

.05 


FIRST  QUARTER  FIGURES 

$15,036,510 

NETSALES           DTAypc         "  434,646 

EARNINGS  AFTER  TAXES 

" '  ™&xir«?^^^ - - — - 

Distribution  Divisions  dividend.  paid  September  30.  1974. 

(2)  Adjusted  for  four  percent  stock 

If  you  want  more  facts  on  our  financial  perform- 
ance over  the  past  5  years,  send  for  a  copy  of  our 
1974  Annual  Report  to,  Roberts.  Davies,  Synalloy 
<^^^      Corporation,  Dept.  F-53,  Box  5627,  Spartanburg, 
^^^^^S.C.  29301. 

-w,  L#  SYNALLOY  CORPORATION 

\^    ^^  Chemicals  •  Dyes  •  Alloy  Equipment  •  Distribution 
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TOTAL  PERFORMANCE* 

has  made  the  Ben  Hogan 
Apex  Ball  the  No.  l  Money 
Winner  on  the  PGATour 

and  it  will 
perform  for  you! 


The  ultimate  test  for  any  golf  ball  is  the 
PGA  tour! 

For  the  past  two  years  the  Ben  Hogan 
Apex  Golf  Ball  has  swept  the  tour  decisively 
to  become  the  No.  1  money  winner! 

The  Reason? 

Total  Performance! 

73  and   74  winnings  statement  based  on  compilation 
of  official  ball  counts  and  official  reports  of  winnings  from  the  PGA  tour 


*Total  Performance  means  a  masterful 
combination  of: 
The  Distance  you  need 
The  Consistency  you  want 
The  Accuracy  you  require 

The  Ben  Hogan  Apex  Ball  performs  for  the 
Professionals  and  it  will  perform  for  you!  Try  it! 


Ben  Hogan 


2912  West  Pafford  Street.  Fort  Worth.  Texas  761 10 
Available  only  at  your  golf  professional  shop 


cWoqam. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


BUSINESS   IS   LOOKING   UP 


because  it  is— almost— far  enough  down. 

It's  more  amusing  than  perplexing  that  all  of  those— 
that  is  to  say,  all  of  us— who  were  rightly,  loudly  and  long 
yelling  that  the  soaring  rate  of  inflation  had  to  be  halted, 
apparently  thought  that  it  would  be  only  the  Other  Fel- 
low who'd  have  to  pay  the  price.  "Our"  backlogs  would 
protect  "us";  our  capital  spending  plans  wouldn't  be  af- 
fected; it  would  be  only  our  supplier's  price  increases  that 
would  slow,  halt  or  slide  back  with  deflation;  our  wage 
settlements  would  soar  less  and  all  this  would  make  our 
margins  better  'n  ever.  We'd  have  the  good  part  of  defla- 
tion, the  Other  Fellow  would  bear  the  burden. 

Nonsense,  of  course.  But  I  think  nine  out  of  ten  CEOs 
who  sat  down  with  Forbes'  editors  here  months  ago  re- 
flected exactly  that  belief. 

Now  that  we  all  know  better,  now  that  what  should 
have  been  recognized  as  elementary  is  being  recognized 
as  elementary,  we  can  take  comfort  and  hope  that  at  this 
point  the  more  Bad  things  become,  the  sooner  they  are 
likely  to  be  Better. 

Recovery  is  not  far  away.  • 

As  the  beleaguered  but  quite  undumb  Arthur  Burns 
points  out,  it's  no  longer  because  money  is  too  tight  and 
the  cost  too  high  that  there's  less  in  circulation;  it's  be- 
cause businesses  no  longer  need  to  borrow  at  the  same 
rate  to  finance  expansion  they  don't  for  now  need.  Work- 


ing down  inventories  is  bad  because  it  further  cuts  pro- 
duction and  jobs,  but  as  inventory  lessens,  future  demand 
obviously  is  building  up.  Despite  record  unemployment 
more  people  have  greater  income  than  ever  before;  with 
inflation  slowed,  their  dollars  are  beginning  to  buy  a  bit 
more— or  anyway,  not  always  less;  with  savings  up  and 
installment  debt  and  interest  rates  down,  increasingly  the 
means  for  buying  cars  and  homes  and  all  the  stuff  that 
goes  into  them  exists  along  with  the  desire. 

Ironically  enough,  the  biggest  danger  to  our  economic 
recovery  is  that  political  measures  to  "halt  the  recession" 
won't  take  effect  until  some  time  after  the  long-demeaned 
sources  of  Supply  and  Demand  have  taken  effect  and 
recovery  is  under  way  on  its  own  head  of  steam. 

Tax  cuts,  huge  increases  in  federal  spending  and  easier, 
cheaper  money  will  all  come  on  stream  when  the  econ- 
omy is  on  the  upbeat;  and  it's  apt  to  send  it  surging  at  a 
rate  that  reinstitutes  or  exceeds  the  old  inflationary  one. 

Now,  if  we'll  slap  a  30-cent  to  40-cent  tax  on  a  gallon 
of  gas  (above  a  minimum  amount  or  with  a  rebate), 
there'll  be  money  to  help  whittle  a  looming  incompre- 
hensibly large  deficit. 

That  sign  that  we're  serious  should  sober  OPEC,  insure 
a  resurgence  of  the  dollar's  value  abroad. 

Combine  that  with  a  business  upturn  soon  due,  and 
we'll  see  a  much  happier  new  year  in  1976. 


DESPITE  THE   MONEY-LOSING  BEATING 

that  cattlemen  are  taking  these  days, 

for  the  consumer  it  still  takes  a  stake  to  buy  a  steak. 


HOUSING  STARTS   WILL   START  UP 


First,  and  soon,  housing  starts  will  stop  dropping. 

The  inventory  of  over  400,000  unsold  new  homes 
and  some  250,000  unsold  condominiums  is  now  being  re- 
duced, and  the  new  tax  rebate  should  help. 

Soaring  savings— now  at  the  rate  of  9%  of  aftertax 
income— plus  the  appreciable  decline  in  interest  rates  have 
combined  to  provide  the  wherewithal  for  mortgages. 

As  it  becomes  increasingly  apparent  that  not  everybody 
is  going  to  be  unemployed;  that  the  economy  is  starting 


to  improve;  that  commodity  prices  and  others  are  either 
down  or  ceasing  to  rise,  individual,  family  and  corporate 
confidence  will  return. 

The  one  thing  Americans  most  want  after  a  job  that 
provides  food  and  raiment  is  a  decent  place  to  live. 

Most  want  their  own  homes. 

With  all  the  aforementioned  factors  coming  to  bear  in 
the  months  ahead,  I  believe  without  question  that  the 
rate  of  housing  starts  will  be  up. 
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GRANDSONS   GET  A 

Our  favorite  mid-America  Volunteer  Observer,  a  Nelson 
Rockefeller  nonenthusiast,  wrote  to  us  about  the  Vice 
Presid  il  recent  address  to  the  Society  of  Automotive 
i  s  in  Detroit: 

"Rockefeller's  speech  was  eloquent  and  well  received, 
but  tion  was  less  than  when  Henry  Ford  II  was 

introduced    for   a   bow    on    the   dais.    [This   was   the   day 


HAND   IN   DETROIT 

after  Mr.  Ford's  driving  arrest  in  California.]  He  received 
tremendous  long  applause,  which  was  described  as  mean- 
ing 'he's  a  human  being  with  failings  like  the  rest  of  us.' 
Mr.  Rockefeller  remarked  that  there  were  two  grandsons 
there,  Henry  and  himself.  Henry's  grandfather  had  built 
the  Model-T,  while  'his  grandfather  started  a  kerosene 
business.  This  comment  brought  much  laughter." 


GEE!   BARBARA  WALTERS   ACTUALLY  IS 


sincere  and  nice  as  well  as  being  bright. 

On  one  of  her  recent  panels  for  the  TV  show  "Not 
For  Women  Only,"  we  spent  a  couple  of  hours  doing 
a  three-day  series  discussing  "How  would  you  invest 
five-  or  ten-thousand  dollars  today?" 

It's  natural  to  expect  such  a  successful 
celebrity  to  have  some  visible  conceits,  self- 
centeredness,  a  sense  of  self-importance.  She 
not  only  displayed  none  of  that,  but  an  in- 
terest in  both  the  topic  and  the  panelists. 
Within  a  couple  of  minutes  of  coming  "on 
stage"  she  had  an  immediate  rapport  with 
the  studio  audience,  discussing  with  candor 
what  sort  of  questions  they  might  have,  and 
had  the  whole  session  in  hand  and  us  trepidatious  pan- 
elists at  ease. 

Talking  informally  between  takes,  she  explained  that 
her  interest  in  investing  and  the  problems  of  what  to  do 
with  money  was  real;  while  she  currently  had  a  very  high 
income,  half  went  to  taxes,  much  to  expenses.  Since  TV 


luminaries  are  of  uncertain  duration,  she  wanted  to  be 
as  sure  as  possible  that  what  she  had  left  at  the  end 
of  the  year  went  into  something  safe  but  with  decent 
possibilities  of  appreciation.  Pretty  sensible  thinking  for 
one  who  has  been  long  at  the  top  of  the  rough  and 
slippery  TV  pinnacle. 

Speaking  of  which,  I  asked  her  about  the 
heavily  promoted,  costly  new  ABC  com- 
petitive effort,  "A.M.  America."  "They're 
fresh  and  new,  and  if  ABC  is  willing  to 
spend  that  much  money  long  enough,  'A.M.' 
should  succeed,"  Miss  Walters  replied.  With 
current  Neilsen  ratings  of  5.4  for  "Today" 
and  only  1.7  for  ABC's  effort,  long  life  for 
the  latter  seems  unlikely. 

Our  last  day's  discussion  was  on  "How  can  someone 
get  rich  with  five-  or  ten-thousand  dollars?"  The  panel's 
comments  varied,  with  none  of  us  offering  Sure  Things. 
My  own  suggestion:  Use  the  money  to  go  where  the  old, 
dying  Rich  hang  out,  and  snare  one. 


RECOMMENDATION 


At  one  time  or  another,  many  people  are  asked  to 
write  letters  of  recommendation  for  someone  for  some- 
thing. The  phrases  of  praise  tend  to  triteness.  But  oc- 
casionally there's  a  fresh  one  turned,  as  in  this  sen- 
tence from  a  letter  by  President  John  Adams  in  1798  to 
his    Secretary    of    War    about    the    grandson    of    an    old 


neighbor: 

"He  is  represented  to  me  as  a  Young  Man  of  Spright- 
ly Abilities.  It  would  gratify  my  feelings  very  much  to 
give  him  a  Commission." 

Do  you  suppose  the  letter  helped  as  a  result  of  the 
unusual  virtue  attributed— or  because  of  the  attributor? 


SO,  JUST  CHANGE  THE   MEANING 

When  you  or  I  are  knocking  some  obnoxious  type  who's  Okay.    But   you   and   I   can   define   what  we   mean    by 

made  it  big.  someone  in  the  crowd  always  says,  "You  can't       success,  and,  as  those  with  it  always  say,  money  isn't  the 
quarrel  with  success."  only  criterion. 

CAHOOTS 


Once  here  we  accused  soap-dish  makers  of  collaborating 
with  the  soapmakers,  because  the  dishes  rarely  drained 
water  and  soap  bars  turned  to  mush  before  they'd  been 
much  used  (Forbes,  July  1,  1968). 

It  seems  to  me  there  is  another  conspiracy  that  needs 
checking  out  by  the  Department  of  Justice— between  pants 

THE  ONLY  THING  NEVER  MISPLACED 
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makers  and  tailors.  More  than  ever  now,  both  in  suits  and 
slacks,  pants  come  without  bell  loops,  and  lor  most  ol  i is 
Over  25  with  waistline.-,  that  fluctuate  (unlike  the  stock 
market,  more  ups  than  downs)  it  means  periodic  visits  to 
the  tailor  for  refits  that  never  seem  to  last  \ei\  long. 
Hack  to  belts! 

THE  ONLY  THING  NEVER  REPLACED 

The  time  ol   your  life. 

-Malcolm  S.  Forbes, 

Editor-in-Cliicl 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Bad  Business 

It  ought  to  be  clear  to  anybody 
that  there  is  no  such  thing  as  a  job 
in  any  industry  unless  there  is  first 
the  capital  to  build  the  plant  and 
provide  the  tools  for  the  laborer  to 
do  his  job.  Yet  for  years  our  taxing 
policy  has  been  designed  to  discour- 
age capital  formation.  The  basic  cor- 
porate rate,  state  and  federal,  is  close 
to  60%  even  before  the  providers  of 
the  capital  are  taxed  again  on  any 
return  they  get  for  providing  the  cap- 
ital. .  .  .  Everywhere  you  turn  our 
national  policies  are  imbued  with  the 
idea  that  somehow  what  is  restrictive 
on  business  is  good  for  the  country. 

—Vermont  Royster,  Wall  St.  Journal. 

Up,  Up  and  Away- 
Federal  budget  deficits  are  rising 
even  faster  than  living  costs.  Look  at 
what's  happened  already  to  forecasts 
for  the  next  fiscal  year:  January  15— 
Mr.  Ford  estimates  the  deficit  at  45 
to  47  billion  dollars.  February  3— 
New  budget  comes  out  with  a  pro- 
jected imbalance  of  52  billions.  Feb- 


ruary 26— White  House  raises  the 
red-ink  total  to  54  billions.  March  12 
—The  Administration  revises  the  def- 
icit to  56  billions.  Now— Experts  say 
if  Congress  doesn't  hold  back,  total 
may  hit  80  billions. 
—  U.S.  News  6-  World  Report  editorial. 

Luck  of  the  Draw 

Judge  Sirica  demonstrated  that  the 
fate  of  any  citizen  who  has  broken 
the  law  depends  on  which  judge  he 
draws.  Like  politicians,  judges  may  be 
good  or  evil,  wise  or  foolish,  com- 
passionate or  vicious,  sane  or  mad. 

— The  New  Yorker. 

*      ■*      * 

The  five  well-tailored  defendants 
rose  for  sentencing  in  the  U.S.  Dis- 
trict Court  of  Judge  Carl  Muecke  in 
Phoenix,  Ariz.  All  executives  of  large 
milk  companies,  the  five  had  pleaded 
nolo  contendere  to  charges  of  price 
fixing  dating  back  to  1966.  .  .  .  "Any 
fine  I  would  levy  would  go  to  the 
Government,  and  that  would  be  like 
spitting  in  a  blast  furnace,"  went 
Muecke's  tart  reasoning.  Thus  he  gave 
the  men  the  alternative  of  serving  45 


days  working  for  community  agen- 
cies that  provide  help  for  the  needy. 
He  ordered  each  man  to  donate  the 
fine  that  could  be  imposed  on  him 
to  the  charitable  organizations,  and 
asked  the  dairy  companies  the  men 
worked  for  to  do  the  same  with  their 
$175,000  in  fines.  "I  always  look  for 
the  constructive  alternative,"  Muecke 
explained.  "Except  for  the  real  tough 
guys,  prisons  don't  do  any  good." 

—Time. 

He  Who  Pays  the  Piper 

Does  America  want  to  celebrate  its 
200th  anniversary  next  year  as  a  de- 
pendency of  Kuwait? 

—Abba  Eban, 
former  Israeli  Foreign  Minister. 

Movie  Review  of  the  Month 

The  Street  Fighter,  a  Japanese- 
made  kungfu-karate  orgy.  .  .  .  The 
corpses  and  the  red  paint  lead  one  to 
the  realization  that  this  is  probably 
Japan's  contribution  to  the  world  food 
shortage:  one  viewing  and  you  won't 
want  to  eat  for  a  week. 

—Judith  Crist,  New  York  magazine. 


THE   MOST  ENCOURAGING  ASPECT 


of  the  recent  tax  cut  was  how  close 
it  came  to  being  derailed. 

On  a  motion  to  recommit  the  bill 
to  committee  (a  polite  way  of  de- 
laying or  killing  it),  the  HoiiSe 
said  no,  214-197,  a  mere  17-vote 
margin.  The  final  vote  on  the  bill 
itself  still  saw  125  representatives 
willing  to  go  on  record  against  a 
measure  that  presumably  had  im- 
mense political  sex  appeal  during 
a  recession. 

That  gives  hope  that  President 
Ford  can  make  stick  his  promised 
vetoes  of  additional  congressional 
spending  bills. 

The  President  said  he  wants  to 
keep  the  deficit  for  fiscal  1976  at 
$60  billion.  That  figure  is  fright- 
ening enough.  The  more  probable 
$80-billion  figure  even  more  so.  A 
not  impossible  $100-billion  deficit 
would  be  an  unmitigated  disaster. 
Not  t  only  would  it  guarantee  an- 
other debilitating  round  of  double- 
digit  inflation,  but  would  also  abort 
the  budding  economic  recovery. 

Only  a  few  months  ago  most 
economists  were  pooh-poohing  Ad- 
ministration concerns  over  the 
ballooning  deficit.  We  have  a 
mighty    big    economy    these    days, 


by  M.S.  Forbes  Jr. 

they  told  us,  and  so  it  takes  big 
deficits  to  "stimulate"  it. 

The  bond  market  chaos  of  a  cou- 
ple of  weeks  ago,  when  corporate 
and  Government  demands  conflict- 
ed, confirms  the  President's  fears. 
To  restore  order,  the  Federal  Re- 
serve is  working  the  printing 
presses  overtime. 

The  federal  budget  financings, 
moreover,  do  not  include  some  $20 
billion  that  federal  agencies  will 
have  to  raise  nor  the  billions  that 
strapped  local  and  state  govern- 
ments will  want  to  borrow.  In  ad- 
dition, unlike  past  recessions,  cor- 
porations have  a  lot  of  short-term 
debt  that  inventory  liquidations 
won't  liquidate.  They  want  to  turn 
it  into  longer-term  debt.  If  we're  to 
have  much  of  a  recovery,  they  must 
be  able  to  do  so. 

Like  the  proverbial  generals, 
most  economists  (and  politicos  too) 
have  been  busy  fighting  the  last 
recession  or  depression,  overlook- 
ing the  unique  circumstances,  con- 
ditions of  this  one. 

ACTION  NEEDED 

With  the  tax  cut  out  of  the  way, 

Congress    and    the    Administration 


must  enact  a  comprehensive  ener- 
gy program. 

So  much  has  been  said  on  the 
subject,  so  little  has  been  done. 

OPEC  prices  are  not  going  to 
drop  significantly,  despite  the 
world  petroleum  glut.  Saudi  Ara- 
bia is  OPEC's  largest  producer  and 
needs  only  a  fraction  of  its  oil  in- 
take to  meet  present  and  projected 
expenses.  The  Saudis  have  made 
and  will  continue  to  make  OPEC  a 
viable  cartel. 

Since  oil  is  momentarily  plenti- 
ful, politicians  are  reluctant  to  take 
such  steps  as  inc: easing  the  gas 
tax  and  providing  incentives  for 
mining  more  coal  and  developing 
other  domestic  energy  resources. 

Congress,  in  fact,  is  ready  to  pass 
an  overly  restrictive  strip-mining 
bill,  and  it  has  repealed  the  oil  de- 
pletion allowance  when  the  need 
for  it  was  never  more  urgent. 

Most  industrial  countries  have 
taken  major  conservation  steps. 

The  U.S.  is  the  glaring  excep- 
tion. We  cannot  continue  drifting, 
avoiding  action.  Such  a  course 
would  surely  lead  to  greater  prob- 
lems and  hardships  not  so  far  down 
the  road. 
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The  Chase  is  crying  "Wolf1 "  Again. 

And  we  mean  it.  Again. 

America  is  faced  with  a  shortage  of 
capital.  Capital  vital  to  the  healthy  growth 
this  nation  must  have  if  it  is  to  maintain  and 
improve  the  living  standards  of  all 
Americans. 

In  1952,  we  published  a  study 
warning  against  government  disincentives 
to  the  continuing  search  for  natural  gas. 
We  raised  more  caution  flags  in  1956,1957, 
and  1961  about  industry's  ability  to  con- 
tinue "to  deliver  low-cost  petroleum  energy'.' 

We  were  accused  of  crying 
"Wolf!''  at  that  time.  And  indeed  we  were. 
But  it  was  no  pretense. 

Our  warnings  were  based  on 
hard  facts  which  became  even  harder 
with  every  disappearing  drop  of  cheap 
imported  oil. 

Today  we  face  an  equally  hard 
set  of  facts  regarding  the  level  of  capital 
formation  and  mounting  capital  needs: 
Fact  1 :  The  next  ten  years  will  require  twice 

as  much  capital  as  the  past  ten. 
Fact  2:  It  will  take  a  tremendous  effort  of 

husbanding  sources  and  resources 

-far  more  than  it  took  to  win  World 

War  II  or  to  put  a  man  on  the  moon. 
Fact  3:  We  will  be  lucky  if  there  is  as  much 

as  $2.6  trillion  for  building  and 

rebuilding  our  industrial  capacity. 
Fact  4:  Set  against  the  needs  of  $4.1  trill  ion, 

there'll  be  a  shortfall  of  $1 .5  trillion. 


Which  means  we  will  be  under- 
investing  $400  million  a  day  every 
day  for  the  next  ten  years. 

The  highest  priority  of  our 
economy  right  nowshould  lie  in  the  nurture 
and  stimulation  of  capital  formation. 
Because  everything  the  American 
people  need  and  want  grows  out  of  that. 

How  do  we  deal  with  the  problem? 

Chase  proposes  a  six-part  action 
program: 

•  Provide  sufficient  inducements  for 
an  ever-growing  base  of  personal  savings. 

•Establish  more  realistic  guidelines 
for  depreciation  allowances. 

•Give  preferential  tax  treatment  for 
retained  corporate  earnings  used  for 
investment  purposes. 

•  Ameliorate  our  relatively  harsh 
treatment  of  capital  gams  compared  with 
that  of  most  other  countries. 

•  Stabilize  our  monetary  and  fiscal 
policies  to  prevent  violent  swings  in  the 
economy 

•  Eliminate  unnecessary  controls. 
Xnd  do  away  with  outmoded  government 
regulations  and  agencies  that  restrict  our 
free  market  economy. 

Capital  formation  must  be 
government's  business,  businesses' 
business,  labor's  business,  banking's 
business -everybody's  business. 

Your  business. 


Forbes 

Is  There  Life 
After  Ling? 


Five  years  after  he  was  kicked  out, 
the  ghost  of  Jimmy  Ling  haunts 
LTV.  His  spirit  won't  be  easy 
to  exorcise. 


Paul  Thayer,  the  rugged,  square- 
jawed  board  chairman  of  LTV 
Corp.,  is  alone  in  his  Dallas  of- 
fice, wincing  at  his  company's  fi- 
nancial statements.  Out  of  the  si- 
lence  a  familiar  voice   calls: 

"Paul." 

"Yes,  Jimmy,"  Thayer  replies, 
without  lifting  his  eyes. 

"Paul,  I  sure  do  feel  bad  about 
saddling  you  with  all  that  debt." 

"I  know  you  do,  Jimmy." 


"I  was  a  Ling  proponent,"  says  Paul  Thayer,  who  lives  with  Ling's  legacy. 


Gone,  long  gone,  from  the  compa- 
ny's executive  halls  is  the  physical 
presence  of  the  flamboyant  founding 
father,  James  J.  Ling.  But  his  spirit— 
or  hangover— lingers  on,  dampening 
what  could  be  a  festive  time  for  the 
company.  Last  year  it  had  the  best 
earnings  in  its  history  by  a  wide  mar- 
gin: $86  million,  $8.02  per  common 
share.  Ling's  legacy  accounts  for  the 
fact  that  LTV's  common  shares  recent- 
ly sold  at  barely  two  times  1974  earn-" 
ings.  There  must  be  times  when  Paul 
Thayer  wishes  he  were  an  exorcist. 
What  Ling  hath  wrought: 

•  A  back-breaking  debt  load,  $1.1 
billion,  about  2.7  times  equity. 

•  A  potential  dilution  of  the  com- 
mon of  horrendous  proportions. 

•  Restrictions  on  intersubsidiary 
transfers  so  onerous  as  to  make  it  vir- 
tually impossible  for  one  LTV  division 
to  help  another  financially. 

•  Teh  and  a  half  million  dollars 
worth  of  debentures  from  Ling's 
now  bankrupt  holding  company, 
Omega-Alpha,  which  are  probably 
now  not  worth  over  15  cents  on  the 
dollar.  (LTV,  however,  never  record- 
ed them  on  its  books  as  an  asset. ) 

Besides^  all  this,  Thayer,  55,  pre- 
sides over  a  hodgepodge  that  makes 
little  or  no  operating  sense.  Thayer 
must  try  to  operate  a  company  in 
which  the  best  parts  have  already 
been  removed— for  example,  Wilson 
Sporting  Goods  and  Wilson  Pharma- 
ceutical &  Chemical.  What  is  left  of 
Wilson,   its  basic  meat-packing  busi- 


ness, earned  a  sickly  $1.4  million 
last  year  on  revenues  of  $2  billion. 

LTV  Aerospace,  Ling's  and  Thay- 
er's original  pride  and  joy,  lost  money 
on  sales  of  nearly  $50OmiHion. 

Even  LTV's  record  earnings  last 
year  were  sad  in  a  way.  They  came 
almost  entirely  from  Jones  &  Laughlin 
Steel,  which,  thanks  to  the  steel  boom, 
netted  a  nifty  $142  million  on  sales 
of  $2.2  billion.  But  it  did  LTV  little 
good:  A  loan  agreement  limits  J&L's 
dividends  to  70%  of  its  current  earn- 
ings, and  J&L's  capital  needs  are  so 
great  that  LTV  last  year  could  draw 
down  only  15%.  "We  don't,"  laments 
Paul  Thayer,  "have  the  ability  to  move 
cash  upstream  and  across  subsid- 
iaries, except  through  dividends  and 
tax  payments."  Which  means  that  the 
two  weak  companies,  Wilson  and 
Aerospace,  pretty  much  have  to  make 
their  own  ways. 

How  Much  Sausage? 

Wilson  is  a  special  problem— all  vol- 
ume, little  profit.  LTV  President  Ray- 
mond A.  Hay,  46,  who  came  over 
from  Xerox  in  January  to  deal  with  it, 
is  already  finding  that  it  is  not  easy 
to  make  money  in  meat.  The  standard 
approach  is  to  observe  that  specialists 
like  Oscar  Mayer  make  good  profits. 
But  as  one  skeptic  recently  put  it, 
how  much  sausage  can  the  Ameri- 
can people  eat? 

LTV  Aerospace  is  a  less  forlorn 
case.  Its  red  ink  came,  not  from  op- 
erations but  from  the  $11.4-million 
charge  from  a  costly  computer  con- 
tract Jimmy  Ling  incurred  during 
some  of  his  fanciest  wheeling  and 
dealing.  On  the  plus  side,  Aerospace 
is  prime  contractor  on  the  A-7  Cor- 


sair II  fighter  and  the  S-3A  Viking 
antisubmarine  plane;  it  has  big  sub- 
assembly contracts  for  the  Boeing  747 
and  the  McDonnell  Douglas  DC- 10. 
Aerospace  is  in  the  running  for  the 
Navy's  new  lightweight  fighter, 
teamed  with  General  Dynamics,  on  a 
derivative  of  the  F-16.  LTV  is  bid- 
ding for  the  Navy  contract  against  a 
McDonnell  Douglas-Northrop  team; 
but  LTV,  if  beat  out,  could  still  get 
some  handsome  subcontracts. 

But  if  Aerospace  is  looking  up  and 
if  Wilson  has  nowhere  to  go  but  up, 
Jones  &  Laughlin  is  looking  down. 
Steel  shipments  are  starting  to  drop, 
and  J&L  can  no  longer  command  the 
premium  prices  it  got  during  1974's 
great  steel  shortage.  J&L  is  a  much 
better  company  than  it  was  a  few 
years  ago— thanks  to  some  $235  mil- 
lion poured  into  new  plant  and  equip- 
ment by  Thayer  and  by  William 
Roesch,  who  headed  J&L  until  he  left 
to  head  Kaiser  Industries  in  late  1973. 
But  the  improvements  that  Thayer  and 
Roesch  made  were  only  a  start,  and 
J&L's  ability  to  pay  dividends  will  be 
severely  limited,  not  only  by  the  debt 
restrictions  but  by  its  capital  require- 
ments as  well. 

Paul  Thayer,  a  onetime  test  pilot 
and  an  able  man,  remains  optimistic 
in  the  face  of  the  tangled  situation. 
So  does  Ray  Hay,  who  made  a  name 
for  himself  at  Xerox  and,  quite  ob- 
viously, would  not  have  come  to  LTV 
had  he  regarded  it  as  a  terminal  case. 
Nevertheless,  in  an  unguarded  mo- 
ment, Paul  Thayer  recently  said  a 
mouthful  when  he  confessed:  "I  don't 
think  anyone  would  deliberately  start 
out  to  build  a  company  like  this  one." 
Nobody,  that  is,  but  Jimmy  Ling.  ■ 
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Wanna  Buy  A  Bank? 


Some  Saudi  Arabians  do.  So  much  so,  they  are 

picking  up  Detroit's  ailing  Bank  of  the  Commonwealth, 

whose  three  previous  owners  have  had  little  luck. 


Some  time  in  the  next  several  weeks 
the  Federal  Deposit  Insurance  Corp. 
will  tell  young  Ghaith  Pharaon,  a  34- 
year-old  Saudi  businessman,  whether 
or  not  he  can  buy  a  controlling  32% 
of  Detroit's  $l-billion-assets  Bank  of 
the  Commonwealth. 

If,  as  expected,  Pharaon  gets  the 
nod,  he'll  be  the  third  would-be  savior 
of  the  B  of  C  since  the  banking  em- 
pire of  Donald  Parsons  collapsed  in 
the  liquidity  crunch  of  1970. 

The  first  rescue  crew  consisted  of 
Detroit-born  housing  tycoons  Donald 
Kaufman  and  Eli  Broad  and  the 
Chase  Manhattan  Bank.  Chase  got  in- 
volved when  it  foreclosed  on  some 
Parsons  loans  and  in  exchange  took  a 
position  in  his  flagship,  the  B  of  C. 

But  the  ship  kept  taking  on  water. 
Scarcely  over  a  year  later,  the  FDIC 
answered  an  urgent  S.O.S.  with  a  $60- 
million  line  of  credit  just  to  keep  the 
bank  afloat.  Worried  depositors  were 
starting  to  abandon  ship.  In  1972  the 
B  of  C  was  $34.5  million  in  the  red. 

Eli  Broad  and  Donald  Kaufman, 
with  personal  capital  at  stake,  want- 


ed out  badly:  Their  own  empire  was 
in  trouble.  The  Chase  had  to  get  out, 
too  (under  Federal  Beserve  regula- 
tions that  limit  such  involvement  to 
two  years).  A  blessing  in  disguise  if 
ever  there  was  one. 

Enter  the  Barnes  family  of  Detroit, 
which  controls  the  sixth-largest  mort- 
gage banking  operation  in  the  coun- 
try ($1.9  billion  in  servicing  last  year) 
and  boasts  a   $25-million  net  worth. 

Logic? 

"The  bank  just  needed  someone  to 
buy  it  locally,"  says  James  T.  Barnes 
Sr.  quietly.  He  looks  across  at  his  son, 
James  T.  Barnes  Jr.,  who  does  most 
of  the  talking  for  the  family.  "I  hap- 
pened to  be  down  at  Chase  when  this 
all  exploded  in  1970,"  explains  the 
younger  Barnes.  "I  said,  'When  you 
come  to  town,'  as  they  had  indicated 
they  were  going  to  do,  'we  could  al- 
ways talk.  Okay?'  " 

Comes  February  1972  and  father 
and  son  get  a  phone  call  while  sun- 
ning at  Dorado  Beach,  Puerto  Bico. 
Were    the    Barneses    still    interested? 


"We  had  just  bought  another  Parsons 
bank,  the  Peoples  Bank  of  Port  Hur- 
on, nine  months  before  and  discovered 
that  the  reports  in  the  newspapers 
were  greatly  exaggerated  in  a  nega- 
tive fashion,"  says  the  younger  Barnes. 
"I  talked  it  over  with  my  father  and 
we  decided  to  take  a  look." 

Two  months  later,  the  Barneses 
bought  53%  of  the  B  of  C's  preferred 
and  39%  of  its  common  from  Broad, 
Kaufman  and  the  Chase  for  an  esti- 
mated $10  million. 

"At  the  time  we  acquired  it,"  con- 
tinues the  younger  Barnes,  edging  for- 
ward on  his  seat,  "they  had  $72  mil- 
lion of  low-quality  municipal  bonds. 
Some  of  them  weren't  even  rated.  A 
lot  of  industrial  revenue  bonds.  By 
picking  the  right  time,  we  were  able 
to  reduce  that  to  $28  million,  which 
created  substantial  liquidity. 

"Another  area  of  concern  at  the 
time— and  it  still  is,  although  to  a  less- 
er extent— was  the  very  high  percent- 
age of  mortgages  to  total  assets. 
About  half  residential  and  half  com- 
mercial. The  residential  was  top  qual- 
ity. No  problem.  But  most  of  the 
commercial  loans  were  at  unattrac- 
tive rates,  and  there  was  some  con- 
cern as  to  their  quality. 

"We  brought  in  Arthur  Snyder 
from  the  New  England  Merchant  Na- 
tional Bank  in  Boston  as  president  of 
the  bank,   and  he  has  had  responsi- 


bility  for  building  up  the  team.  Art 
was  able  to  bring  in  Robert  Jones 
from  New  York,  who  had  been  a 
senior  vice  president  of  the  National 
Bank  of  North  America,  one  of  the. 
finest  workout  men  in  the  country. 
You  know,  working  out  loans  that 
have  difficulties."  Michigan's  heavy 
industry  stuck  with  the  bank,  too. 
Corporations  like  Burroughs,  Chrysler, 
Ford,  General  Motors  and  American 
Motors  have  continued  to  channel  a 
portion  of  their  deposits  and  their 
borrowing  to  the  troubled  B  of  C. 

If  things  are  going  so  well,  why 
are  the  Barneses  selling  their  stock? 
"We  had  made  it  well  known  [at 
the  outset]  through  discussions  with 
other  bankers  that  we  did  not  wish 
to  retain  that  large  a  percentage  of 
the  Bank  of  the  Commonwealth  for- 
ever," adds  the  younger  Barnes.  A  lit- 
tle over  a  year  ago,  Frank  van  Court, 
a  partner  with  John  Connally's  Hous- 
ton law  firm,  called  the  Barneses  and 
said  he  had  a  prospective  buyer. 
That  client  turned  out  to  be  Ghaith 
Pharaon,  who  in  February  announced 
his  intention  to  buy  80%  of  the  Barneses 
B  of  C  holdings  at  about  what  the 
Barneses'  originally  paid  for  it. 

The  Arab  will  be  getting  a  big 
bank,  but  hardly  a  prime  one.  It  was 
still  in  the  red  last  year— by  $3.3  mil- 
lion. It  still  owes  $35.5  million  to  the 
Federal  Deposit  Insurance  Corp. 
But  Pharaon  is  apparently  willing 
to  pay  a  stiff  price  to  get  a  foot- 
hold in  U.S.  banking.  "He  was  look- 
ing for  a  substantial  interest  in  a 
bank,  located  in  an  area  that  has  the 
products  and  the  technology  that's 
needed  in  those  countries,"  Barnes 
explains.  "We've  had  a  good  number* 
of  inquiries  about  doing  business  in 
the  Mideast,  from  local  companies  of 
substantial  size,  since  this  contract 
was  signed,"  Barnes  continues.  Pre- 
sumably, too,  the  bank,  under  Arab 
control,  would  benefit  from  petrodol- 
lar deposits  and  other  Arab  business. 

What  did  the  Barneses  get  out  of 
their  three-year  investment? 

The  older  Barnes  smiles  quizzical- 
ly. "I  don't  know,"  he  says.  "It  was  a 
temporary  thing.  And  we  feel  we  have 
an  advantage  on  our  remaining  hold- 
ing if  the  stock  goes  up  in  value  be- 
cause of  the  infusion  of  new  capital 
and  so  forth.  .  .  ." 

In  other  words,  the  Barneses  are 
happy  to  get  out  with  a  whole  skin. 
And  Pharaon?  Having  seen  Arabs  stir 
up  bitter 'opposition  when  they  tried 
to  buy  prosperous  banks,  Pharaon 
may  feel  that  the  community  will  be 
happy  to  see  him  take  the  respon- 
sibility for  a  chronically  ailing  bank. 
And  if  money  can  fix  the  Bank  of  the 
Commonwealth,  that  is  one  commod- 
ity the  Saudis  are  unlikely  to  lack.  ■ 


Hand  Of  Plenty 


Despite  the  new  shuffle  in  Congress,  farmers  are  being 
dealt  the  same  hand:  a  full  house. 


One  of  the  few  domestic  interest 
groups  that  isn't  getting  a  rich  harvest 
out  of  the  1975-76  federal  budget  is 
the  farmers.  As  recently  as  1972,  U.S. 
farmers  reaped  $4  billion  in  payments 
to  restrict  acreage.  This  year  pay- 
ments are  budgeted  for  $500  million. 

But  don't  conclude  that  Congress 
has  turned  hardhearted  toward  the 
farmers— even  though  Secretary  of 
Agriculture  Earl  Butz  groused  about 
"a  whole  flock  of  new  congressmen 
who  wouldn't  know  the  working  end 
of  a  cow  if  you  showed  them  one." 
The  absence  of  crop  payments  sim- 
ply reflects  high  export  demand  and 
historically  high  prices. 

The  system  of  farm  subsidies  now  in 
effect  costs  the  taxpayer  money  only 
when  farm  prices  drop  below  an  an- 
nounced target.  They  are  still  well 
above  that  level  for  all  commodities 
except  cotton.  When  prices  drop  be- 
low the  target— or  levels  are  raised- 
Uncle  Sam  pays  the  difference.  If 
farmers  still  cannot  unload  and  prices 
continue  to  fall,  the  Government  takes 
the  crop  as  loan  collateral. 

Business  As  Usual 

Last  year  was  still  a  good  one  for 
most  farmers,  but  recent  price  declines 
sent  them  scurrying  to  the  House  Ag- 
riculture Committee  for  aid.  There 
they  found  new  faces,  but  the  same 
old  generosity.  Chairman  Thomas  S. 
Foley  (Dem.,  Wash.),  a  heavy-set 
chain-smoker,  is  no  Ralph  Nader.  In 
fact,  his  views  on  agricultural  policy 
are  close  to  those  of  his  predecessor, 
W.R.  Poage,  the  crusty  Cotton  King 
from  Texas,  30  years  Foley's  senior. 
And  the  new  members?  Statistics 
clearly  refute  Butz's  attack.  Only  four 
of  the  18  committee  freshmen  hail 
from  districts  where  even  25%  of  the 
voters  live  in  cities  of  50,000  or  more. 

The  proof,  of  course,  is  in  the  pud- 
ding. And  this  year's  fare,  as  served 
up  in  the  committee's  Emergency 
Farm  Program,  turned  out  much  to 
the  farmers'  taste.  The  bill  substantial- 
ly raised  federally  guaranteed  price 
floors  for  wheat,  corn  and  cotton. 

"It's  just  about  what  we  should 
have  expected  from  last  year's  com- 
mittee," says  Chuck  Fraser  of  the  Na- 
tional Farmers  Organization.  True, 
consumer  sentiment  on  the  floor  did 
reduce  some  of  the  target  prices. 
Floor  amendments  cut  into  dairy  price 
hikes  and  the  higher  cotton  target  and 
loan  rates.  The  committee's  proposal 
would  have  cost  taxpayers  $882  mil- 


lion in  1975  alone  and  consumers  8 
cents  more  for  a  gallon  of  milk  and  20 
cents  per  pound  of  butter.  The 
amended  bill,  which  passed  by  nearly 
100  votes,  cut  price  hikes  and  addi- 
tional Treasury  outlays  in  half. 

First-term  members  of  the  new 
committee  deny  their  bill  was  infla- 
tionary. They  speak  of  a  new  "style," 
combining  consumer  and  producer 
interests.  But  farm  lobbyist  Don  Don- 
elly  doubts  the  committee  has  changed 
much:  "It's  just  bigger  now,  and  a 
better  source  of  publicity."  Members 
still  represent  crops,  not  people,  and 
the  system  still  encourages  logrolling 
and  mutual  backscratching. 

Representative  Tom  Harkin  (Dem., 
Iowa)  is  one  of  those  young  (35), 
new  Agriculture  Committee  members. 
Though  he  had  misgivings  about  the 
higher  cotton  support  levels  in  the 
committee's  bill,  he  voted  for  the 
whole  package  anyway.  "I  don't  know 
anyway*  I  don't  know  anything  about 
cotton,"  say?  Harkin,  "but  Southern- 
ers say  they  need  this,  and  I  trust 
them.  I  hope  they'll  trust  me  when  it 
comes  to  feed  grain  and  wheat." 

So  why  all  the  alarm  about  an 
antifarmer  farm  committee?  Is  it  all 
smoke  and  no  fire?  Pretty  much.  The 
Secretary's  blast  was  only  the  opening 
shot  in  the  fight  between  Congress  and 
the  Administration  over  farm  support 
levels.  Not  on  whether  to  raise  them, 
but  by  how  much. 

Meanwhile,  the  Agriculture  Com- 
mittee continues  its  traditional  modus 
operandi,  which  amounts  to  self-regu- 
lation of,  by,  and  for  farmers.  Mem- 
bers are  sorted  into  subcommittees  ac- 
cording to  their  expertise  and  con- 
stituents' special  interests. 

Representative  Foley  argues  that 
the  Agriculture  Committee  is  no  dif- 
ferent from  any  other  congressional 
committee.  He  points  to  Judiciary, 
composed  exclusively  of  lawyers,  and 
Education  and  Labor,  dominated  by 
urban  liberals. 

Is  there  any  wonder  that  it  is  vir- 
tually impossible  to  cut  the  federal 
budget?  For  most  lawmakers,  biting 
the  fiscal  bullet  means  chomping  on 
the  electoral  hand  that  feeds  them. 

Chairman  Foley  says  his  commit 
tee  has  changed  more  than  any  other. 
But  not  enough,  apparently,  to  make 
a  real  difference.  If  recent  actions  of 
this  "radically"  altered  committee  are 
any  guide,  there  will  be  much  less 
change  from  the  94th  Congress  than 
its  stormy  opening  implied.   ■ 
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Crazy  Like  A  Fox 


Why  does  D.K.  Ludwig  want  to  build  a  big  oil  refinery  in  northern  Scotland, 
when  Britain's  and  Europe's  existing  refineries  face  dismal  prospects? 


Highland  town  near 
ly  beautiful  coast  of  north- 
,itil  the  recent  influx 
ot  industry,  this  stretch  of  coast  was 
as  poor  as  it  was  attractive.  Right 
dow,  local  citizens  are  butting  heads 
whether  a  new  company  with  the 
Scottish-sounding  name  of  Cromarty 
Petroleum  should  be  allowed  to  build 
a  200,000-barrel-a-day  oil  refinery 
nearby.  Cromarty?  It  is  a  subsidiary  of 
Universe  Tankships  Inc.  of  Hamilton, 
Bermuda,  which  is  in  turn  the  ship- 
ping arm  of  National  Bulk  Carriers  of 
New  York.  Trace  the  chain  of  com- 
panies to  its  end  and  whom  do  you 
find?  That  stubbornly  reclusive  bil- 
lionaire, Daniel  K.  Ludwig,  77. 

Why  is  Ludwig  planning  to  build 
a  $360-million  refinery  in  northern 
Scotland?  Good  question.  Existing 
U.K.    refineries    are   running    at    only 


60%  of  capacity.  Demand  for  prod- 
ucts—having proved  more  sensitive  to 
high  prices  than  expected— faces  un- 
certain growth  prospects  at  best. 

There  are  other  apparent  draw- 
backs. Building  a  refinery  from  scratch 
is  far  more  expensive  than  adding  ca- 
pacity to  an  existing  one.  Some  exist- 
ing capacity  can  be  bought  for  as  lit- 
tle as  25%  of  the  cost  of  a  new  one. 
And,  by  the  traditional  economics  of 
oil,  the  north  of  Scotland— far  from 
major  markets— is  a  poor  location. 

Ludwig,  however,  has  a  well- 
earned  reputation  for  being  able  to 
see  into  the  economic  future.  Says 
John  Robertson,  a  local  official  who 
helped  bring  Cromarty  to  the  area: 
"When  the  business  is  at  Point  A, 
that's  where  Ludwig  will  be.  When 
it's  at  Point  B,  that's  where  he'll  be." 

Ludwig   and  his   advisers   obvious- 


ly see  the  oil  busi- 
ness as  being  on  the 
,-move.  The  oil  ex- 
porting countries  are 
hell-bent  on  build- 
ing Middle  East  re-  j^dw7  ' 
fineries  to  ship  their 
own  crude  as  higher  valued  products. 
This  could  be  even  tougher  on  oil- 
consuming  nations  than  the  present 
back-breaking  bill  for  crude.  It  also 
means  the  refining  business  could  be 
turned  upside  down,  leaving  close-to- 
market  refineries  on  the  Continent 
crude-short  and  economically  dead. 

But  not  in  Britain,  which  with  a 
bit  of  luck— and  a  minimum  of  govern- 
ment meddling— could  by  the  early 
1980s  be  a  net  oil  exporter,  produc- 
ing over  1  billion  barrels  of  oil  a  year 
from  the  North  Sea.  It  would  still 
need  to  import  over  500  million  bar- 


Mobile  Homes:  Paying  The  Piper 


There  is  talk  of  a  comeback  for  the  mobile  home  industry.  But  that  won't 
be  easy.  The  lenders  remain  wary,  and  many  dealers  have  been  wiped  out. 


"We  recently  sent  out  11,400  let- 
ters to  mobile  home  dealers,"  says 
Thomas  H.  Walters,  acting  director  of 
the  National  Mobile  Home  Dealers 
Association,  "and  about  2,300  were 
returned  by  the  Postal  Service  be- 
cause the  dealer  couldn't  be  found, 
or  was  out  of  business." 

"That  25%  figure  may  be  a  con- 
servative estimate  of  the  number  of 
dealers  who  have  gone  under,"  says 
Joseph  J.  Morris,  president  of  Cham- 
pion Home  Builders,  third-largest  mo- 
bile home  manufacturer,  "because  lots 
of  smaller  dealers  didn't  even  belong 
to  the  association.  I  think  it's  closer 
to  30%  or  35%:" 

Here  was  an  industry  that  couldn't 
lose.  As  recently  as  1973  dealers  sold 
$4.4  billion  worth  of  factory-built 
homes— up  from  only  $862  million  a 
decade  earlier.  Its  share  of  the  single- 
family  housing  market  over  those 
same  years  climbed  from  13%  to  33%. 

In  concept,  mobile  homes  should 
have  fared  better  than  conventional 
housing  during  the  credit  crunch,  be- 
cause they  are  cheaper  and  do  not 
require  as  long-term  financing  as 
does  conventional  housing.  In  actual 
fact,  mobile  homes  were  the  hardest 
hit.  For  all  of  1974  factory  shipments 


were  down  35%,  to  371,000  units, 
but  in  the  fourth  quarter  they 
swooned  by  over  50%.  There  has 
been  no  pickup  so  far  this  year.  One 
of  the  largest  manufacturers,  Dallas' 
Redman  Industries,  is  in  shaky  condi- 
tion after  two  years  of  heavy  red  ink. 

What  really  worries  this  industry, 
now  that  housing  may  be  on  the  verge 
of  a  pickup,  is  the  dealers'  condition. 
"It's  the  dealer  who  makes  the  sales," 
says  William  Malone,  vice  president 
of  Elkhart,  Ind. -based  Skyline  Corp. 
"If  he  is  hurting,  the  industry  is  hurt- 
ing." In  some  respects,  the  mobile 
home  industry  differs  from  the  auto 
industry.  The  major  auto  companies 
have  the  capital  to  help  out  the  deal- 
ers and  to  get  them  financing.  The 
mobile  home  companies,  most  of  them 
relative  shoestring  operations,  have  no 
such  strength.  Nor  have  the  mobile 
home  dealers  had  decades  of  prosperi- 
ty in  which  to  build  capital.  Whereas 
the  typical  automobile  dealer  has 
$242,550  in  capital,  the  typical  mobile 
home  dealer  has  only  $35,000.  And, 
unlike  the  auto  industry,  there  are 
few  exclusive  dealerships. 

All  of  this  means  that  the  mobile 
home  dealer  has  to  pay  near  usurious 
rates  to  get  financing,  if  he  can  get  it 


at  all.  "All  the  moneylenders  are  ask- 
ing," says  one  hard-pressed  dealer,  "is 
six  pints  of  my  blood  monthly  plus 
ironclad  guarantees."  But  the  lenders 
have  reason  to  be  wary.  Not  only  are 
many  of  the  dealers  financially  weak, 
but  their  customers  are,  too.  The  mo- 
bile home  buyer  tends  to  be  a  low- 
income  worker,  often  rather  peripatet- 
ic in  his  habits.  If  he  loses  his  job, 
he  simply  walks  away  from  the  mo- 
bile home  in  which  he  has  only  a  thin 
equity  at  best.  In  areas  like  the  South 
and  some  Western  states,  reposses- 
sions have  been  running  at  more  than 
10%  of  all  outstanding  paper. 

In  short,  more  is  wrong  with  the 
mobile  home  industry  than  merely  the 
recession— bad  as  that  is. 

The  trouble  is  that  mobile  homes— 
on  a  large  scale— is  a  relatively  new 
industry.  The  lenders  had  little  experi- 
ence in  it.  Attracted  by  the  growth 
prospects,  many  lenders  rushed  in  dur- 
ing the  late  Sixties.  The  large  finance 
companies,  C.I.T.  Financial  and  Com- 
mercial Credit  in  particular,  had  long 
dominated  the  field.  The  banks  and 
savings  &  loans  decided  they  wanted 
some  of  the  action.  In  the  competi- 
tion that  resulted,  maturities  length 
ened  from  the  traditional  ei^ht   yean 
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rels  a  year  of  heavier  Middle  East 
crude  for  proper  market  mix.  But  it 
would  be  exporting  about  735  million 
barrels  a  year  of  its  own  oil— worth  at 
current  prices  some  $7.5  billion. 

To  get  top  dollar  for  that  oil,  Brit- 
ain plans  to  export  the  maximum 
amount  in  the  form  of  refined  prod- 
ucts rather  than  as  crude.  For  this 
it  will  need  additional  refining  capac- 
ity. Additional?  Isn't  that  like  pour- 
ing water  in  a  rainstorm?  "If  there 
are  going  to  be  empty  refineries," 
says  a  British  official  coolly,  "they  cer- 
tainly aren't  going  to  be  ours."  Looked 
at  in  this  light,  Lud wig's  plan  to 
build  a  big  new  Scottish  refinery  be- 
gins to  make  sense. 

At  the  moment,  Ludwig  has  in- 
vested only  $1  million  or  $2  mil- 
lion to  buy  a  site  for  the  proposed 
refinery.  Thus,  if  he  gets  planning  per- 
mission, he  stands  to  profit  no  matter 
which  way  the  British  government 
moves.  Should  the  government  want 
to  own  the  refinery  itself,  old  D.K. 
will  have  an  ideal  site  to  sell.  If,  on 
the  other  hand,  private  enterprise  is 
allowed  to  build  new  refineries,  D.K. 


will  be  on  the  ground  floor,  with  site, 
plans  and  permission  in  hand.  And 
whoever  owns  the  refineries,  there  will 
be  a  need  for  ships  to  export  oil  to 
customers  overseas.  Again,  Ludwig 
could  well  be  on  the  ground  floor. 

So  Ludwig  gets  a  foot  in  a  very  big 
door  with  a  very  small  amount  of 
money  at  risk.  This  kind  of  deal  is 
typical  of  the  man.  In  the  1930s  he 
pioneered  in  shoestring  financing  of 
big  tankers,  first  landing  contracts 
from  major  companies  to  haul  the  oil, 
then  borrowing  shipbuilding  money 
from  the  banks  on  the  strength  of  the 
contracts.  He  was  a  pioneer  in  recog- 
nizing the  importance  of  bigger  and 
bigger  tankers,  built  in  Japanese  ship- 
yards that  themselves  were  able  to 
modernize  and  expand  on  the  strength 
of  Ludwig  business. 

Snug  Shape 

Today,  with  oil  demand  slack  and 
tankers  lying  idle,  Ludwig  is  sitting 
pretty.  His  tankers  are  almost  entire- 
ly on  very  long-term  leases;  the  earliest 
do  not  expire  until  1988.  Nor  does 
inflation   much   worry   him:    Most   of 


the  Ludwig  supertankers  are  leased 
to  Gulf  Oil  on  a  "bare-boat"  basis, 
with  Gulf  hiring  the  crews,  paying  all 
operating  costs. 

From  shipping,  Ludwig,  a  man  who 
thinks  in  big,  forward-looking  terms, 
has  branched  out  into  ranching  in 
Venezuela,  mining  in  Australia,  ag- 
riculture in  British  Honduras,  real  es- 
tate in  California  and  even  into  lux- 
ury resorts— the  Princess  Hotels  in  the 
Bahamas,  Bermuda  and  Acapulco.  It's 
hardly  surprising  that  oil  should  at- 
tract Ludwig's  money  and  talents 
these  days,  because  today  oil  is  where 
the  action  is. 

This  is  not  to  say  that  Dan  Lud- 
wig is  never  wrong.  Being  human, 
he  obviously  sometimes  is.  But  when 
D.K.  does  things,  he  does  them  quiet- 
ly; and  that  goes  for  his  failures  as 
well  as  his  successes.  Therefore  it 
is  easier  to  forget  his  failures  than 
his  much  more  numerous  successes. 
Right  now,  his  Cromarty  refinery 
project  looks  farfetched,  to  say  the 
least.  But  don't  dismiss  it  as  an  idle 
dream.  There's  usually  a  method  in 
D.K.  Ludwig's  madness.   ■ 


to  as  long  as  12  years.  Credit  analysis, 
sketchy  at  best  in  the  business,  was 
virtually  dispensed  with.  Why  wor- 
ry, the  lenders  figured,  when  big  com- 
panies like  MGIC  Investment  and 
CMI  Investment  were  willing  to  in- 
sure major  parts  of  the  loans?  And, 
of  course,  the  dealers  loved  all  this 
competition  among  the  lenders.  There 
was  money  in  it  for  the  dealers,  who 
get  an  endorsement  fee  from  the  fi- 
nancer  for  every  loan  brought  in.  It 
was  hardly  a  situation  that  encour- 
aged dealers  to  weigh  the  dangers  in 
selling  to  doubtful  credit  risks. 

As  recent  buyers  began  to  lose  their 
jobs  and  .drift  away,  the  lenders  put 
the  paper  back  to  the  dealers,  many 
of  whom  simply  couldn't  make  good 
and  had  to  go  out  of  business.  After 
losing  over  $25  million  in  the  busi- 
ness over  the  past  two  years,  MGIC 
has  virtually  stopped  writing  new 
credit  insurance  on  mobile  homes. 

The  surviving  dealers  are  hanging 


on,  hoping  for  a  pickup 
late  this  year.  But  they 
are  not  finding  it  easy 
to  get  credit  to  carry 
their  inventories.  Sound 
and  successful  dealers 
like  Marvin  G.  Strolberg, 
unable  to  get  mortgage 
insurance,  are  having  to 
guarantee  around  80%  of 
the  loans  on  homes 
they  sell,  and  others 
must  insure  up  to  100%. 
Strolberg  says  business  is 
picking  up  for  his  Countryside  Homes 
Inc.,  of  Albert  Lea,  Minn.  "I  think 
we'll  see  300  homes  this  year  as 
against  only  250  last  year,"  he  says, 
"and  more  important  than  the  num- 
bers is  the  fact  that  these  will  be 
much  firmer  sales  than  we  were  mak- 
ing last  year."  Strolberg  is  more  for- 
tunate than  most;  after  11  years  in 
the  business,  he  has  both  the  capital 
and  the  experience  needed.  Smaller, 
newer  dealers  are  less  lucky. 

Among  the  strongest  dealers  and 
certainly  the  largest  is  Mobile  Home 
Industries,  a  publicly  held  company 
boasting  sales  of  $100  million  in  fiscal 
1974.  Headed  by  Evans  C.  Allen,  a 
veteran  Florida  mobile  home  dealer, 
MHI  has  $13  million  in  equity  and  a 
long-standing  relationship  with  Com- 
mercial Credit  Corp.,  which  owns 
6.2%  of  MHI's  stock. 

Even  MHI,  however,  has  been  hit. 
It  has  closed  110  of  its  former  276 
sales  lots  and  is  doing  only  half  the 


volume  of  business  it  did  in  late  1973. 
The  company  was  $5  million  in  the 
red  last  year,  and  dropped  another  $1 
million  in  its  first  fiscal  quarter  this 
year.  And  this  is  one  of  the  strongest 
dealers  in  the  U.S.  To  hype  up  sales, 
MHI's  Allen  has  taken  a  leaf  from  the 
automakers'  book  and  is  offering  re- 
bates. This  has  helped  business,  but 
at  considerable  promotion  cost. 

Like  any  shakeout,  however,  this 
one  has  had  its  good  points.  It  has 
forced  manufacturers  to  slash  costs. 
Champion  Home  Builders  of  Dryden, 
Mich.,  for  example,  says  it  can  now 
nearly  break  even  on  production  of 
two  units  a  day;  it  required  four  in 
1974.  Skyline  Corp.  and  Fleetwood 
Enterprises,  also  strong  manufactur- 
ers, have  achieved  similar  savings. 

Hope  For  The  Future? 

The  long  run?  It  still  looks  promis- 
ing, although  not  as  rosy  as  a  year 
ago.  "The  potential  market  is  growing 
every  day,"  says  Dr.  Raymond  Tallow, 
United  California  Bank's  chief  econ- 
omist. "High  prices  are  pushing  buy- 
ers out  of  conventional  housing,  and 
they  must  live  somewhere.  A  well- 
made  mobile  home  is  going  to  be  the 
answer  for  more  and  more  families." 

But  Tallow  agrees  that  the  indus- 
try's comeback  won't  take  place  over- 
night, for  potential  buyers  alone  are 
not  enough.  Credit  has  to  be  lured 
back  and  dealer  networks  strength- 
ened. The  industry  has  yet  to  pay  the 
price  for  its  hectic  overexpansion.  ■ 
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Spending  More, 
Getting  Less 


Defense  Secretary  Schlesinger 
ib  worried— not  only  about  the  cuts 
Congress  might  make  in  his  budget. 
He  isn't  satisfied  with  the  way  Congress 
and  the  services  are  spending  the  money. 


I  hi  Defense  Department's  record 
budget-$104  billion  for  fiscal  1976- 
w  ill  get  a  rough  working  over  from 
a  Congress  disgusted  with  Indochina 
and  worried  about  an  unmanageable 
federal  deficit.  But  Congress  will 
have  to  think  twice  about  cutting  de- 
fense sharply;  for  there  is  no  longer 
any  doubt  that  the  U.S.'  relative  mil- 
itary strength  is  declining  while  that 
of  potential  enemies  is  increasing  in 
both  size  and  sophistication.  If  noth- 
ing else  proved  this,  the  latest  Arab- 
Israeli  war  did.  Soviet  arms  in  the 
hands  of  the  relatively  inept  Egyp- 
tians and  Syrians  made  the  best 
showing  yet  against  American  weap- 
ons wielded  by  the  highly  skilled  and 
motivated  Israelis. 

The  worrisome  fact  is  that  most 
of  the  Pentagon's  record  budget  will 
provide  little  in  additional  military 
power  in  return  for  its  fantastic  cost. 
Militarily,  the  U.S.  is  having  to  run 
faster  and  faster  just  to  stand  still.  The 
problem  is  not  simply  financial:  The 
entire  American  system  has  become 
frighteningly  cumbersome. 

The  Defense  Department  itself  is 
part  of  the  problem— as  Secretary  of 
Defense  James  R.  Schlesinger  con- 
cedes. And  so  is  Congress  and  the 
defense  industry.  All  have  been  deep- 
ly committed  to  ever  more  complex 
weapons  to  the  point  where  it  is  no 
longer  possible  for  the  strained  U.S. 
economy  to  provide  such  weapons  in 
needed  numbers.  How  can  it  be  that 
the  richest  nation  cannot  afford  an 
efficient  defense  establishment? 

Run  through  our  catalog  of  weap- 
ons: "deep-penetration"  fighter  bomb- 
ers; aircraft  carriers;  manned  strate- 
gic bombers;  surface-ship-based  anti- 
submarine warfare  systems.  All  of 
these  carry  frightening  price  tags.  A 
single  new  aircraft  carrier  costs  $1 
billion.  Whereas  World  War  II  fight- 
ers like  the  P-47  cost  $89,000  each, 
a  modern  F-15  fighter  costs  $15  mil- 
lion. In  the  Middle  East  the  situation 
was  even  worse:  In  three  weeks  of 
warfare,  the  two  sides  lost  between 
them  some  2,200  tanks.  The  U.S.  bill 
ror  making  up  Israel's  losses:  $2.2  bil- 


lion, over  $700  million  for  every  week 
of  the  fighting.  Not  even  the  U.S. 
could  afford  this  tremendous  kind  of 
loss  for  long. 

Costly  and  complex  as  many  of  our 
weapons  are,  it  is  difficult  to  defend 
them  against  relatively  cheap  and 
simple  counterweapons.  During  the 
Yom  Kippur  war,  for  example,  multi- 
million-dollar Israeli  aircraft  were  shot 
down  by  relatively  cheap  Soviet-built 
ZSU-23/4  cannon  and  Strela  missiles. 
The  U.S.  missile  most  comparable  to 
the  Strela,  the  Redeye,  costs  only 
$24,000.  We  have  no  cannon  as  good 
as  the  ZSU-23/4. 

Particularly  during  the  first  few 
days  of  the  war,  significant  numbers 
of  Israeli  tanks  were  destroyed  by  So- 
viet-built RPG-7  shoulder-fired  rock- 
ets. The  American  counterpart  to 
the  RPG-7,  the  LAW  rocket,  costs 
about  $75. 

Countermeasures  and  countertac- 
tics  to  the  RPG-7  and  other  antitank 
weapons  have  been  devised,  but  there 
are  already  countei -countermeasures. 
The  point  is  that  the  balance  is 
swinging  away  from  the  tank  toward 
the  relatively  cheap  antitank  weapons. 

To  compound  the  problem,  the  ex- 
pense, long  development  times  and 
slow  production  rates  of  many  big- 
ticket  weapons  mean  that  the  U.S. 
will  be  forced  to  depend  on  them 
for  20  or  30  years  into  the  future- 
well  after  technological  advance 
makes  them  obsolete. 

Until  recent  years,  the  U.S.'  tech- 
nical and  economic  edge  was  so 
great  the  nation  could  afford  to  be 
sloppy    about    how    it    allocated    its 


defense  resources.  The  draft  provid- 
ed a  reserve  of  low-cost,  high-qual- 
ity manpower.  In  any  really  bad  cri- 
sis, the  U.S.  could  threaten  to  use  its 
overwhelmingly  superior  arsenal  of 
nuclear  weapons.  The  Cuban  missile 
crisis  seemed  to  prove  that  in  a 
crunch  the  Soviets  would  be  forced 
to  back  down. 

That's  all  over.  In  the  Mideast 
confrontation  in  1973  the  Soviets  did 
not  back  down.  The  U.S.  will  prob- 
ably never  again  attain  anything 
greater  than  nuclear  "parity"  with 
the  Soviet  Union.  And  the  volunteer 
Army  means  that  the  military  is  be- 
ing forced  to  pay  more  for  lower 
quality  manpower.  Unlike  almost  any 
other  enterprise,  defense  has  become 
more,  not  less  labor-intensive;  mili- 
tary pay  and  allowances  will  take  55% 
of  the  1975  defense  budget  compared 
with  43.3%  in  1964. 

Which  makes  it  all  the  more  im- 
portant that  the  dollars  left  over  for 
hardware  procurement  and  research 
and  development  actually  go  to  buy 
practical  weapons.  Unfortunately,  this 
is  not  necessarily  the  case. 

The  Navy's  reliance  on  the  aircraft 
carrier  is  a  good  example  of  this 
problem.  The  carrier  was  indispen- 
sable to  the  defeat  of  the  Japanese 
in  World  War  II.  Since  then,  the  sur- 
face Navy  has  been  built  around  the 
carrier;  most  of  its  ships  are  organized 
around  the  carrier  task  forces. 

The  Navy  is  committed  to  having 
at  least  12  attack  carriers  from  now 
until  the  end  of  the  century.  At  a 
capital  cost  of  about  $1  billion  for 
each   new   nuclear   carrier,   plus   the 
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cost  of  aircraft,  escort  ships  and  op- 
erations and  maintenance  costs,  that's 
quite  an  investment. 

That  investment  becomes  shakier 
every  day.  In  1967  the  Egyptians 
proved  the  vulnerability  of  the  large 
surface  ship  by  sinking  the  Israeli 
destroyer  Eilat  with  a  Soviet-built 
"cruise  missile."  A  cruise  missile  is  a 
guided  missile  equipped  with  a  jet 
engine  and  wings,  in  contrast  to  the 
ballistic  missile,  which  has  a  wing- 
less body  and  uses  a  rocket  engine. 
It  is  not  a  terribly  expensive  or  com- 
plex weapon.  A  French  cruise  missile, 
the  Exocet,  costs  at  most  $400,000. 

Since  the  sinking  of  the  Eilat,  the 
Russians,  the  French  and  the  Israelis 
have  made  available  cheap  antiship 
cruise  missiles  to  many  countries. 
The  missiles  have  become  more  accu- 
rate and  longer  ranged.  The  Navy  ar- 
gues that  a  carrier  is  hard  to  sink. 
That  may  be,  but  even  one  hit  by  a 
conventional  warhead  on  the  flight 
deck  ofv'a  carrier  could  take  the  ship 
out  of  action  for  at  least  four  months. 

Even  Senator  Barry  Goldwater,  a 
staunch  supporter  of  military  spend- 
ing, says,  "It  is  generally  conceded 
among  strategic  thinkers  that  the  day 
of  the  carrier  is  past.  Particularly  in 
the  Mediterranean,  where  it  faces 
Soviet  land-based  aircraft,  the  carrier 
is  at  a  loss."  Privately,  many  high  De- 
fense Department  officials  agree. 

Rather  than  seriously  reevaluating 
the  usefulness  of  the  carrier  and  oth- 
er surface  ships,  however,  the  Navy 
and  its  allies  on  Capitol  Hill  are  buy- 
ing increasingly  expensive  and  dubi- 
ous   ways    of    defending    them.    The 


F-14  is  one  of  these.  At  $20  million, 
fully  armed,  it  is  the  most  expensive 
fighter  plane  ever  built.  Will  it  do  the 
job?  There  are  doubts.  Alton  Quan- 
beck,  a  Ph.D.  in  aeronautical  and 
astronautical  engineering  who  was 
formerly  with  the  Office  of  the  Sec- 
retary of  Defense,  says:  "It's  theoreti- 
cally possible,  but  very  unlikely,  that 
the  F-14  would  be  able  to  defend  the 
carrier  against  missile  attack." 

By  the  end  of  fiscal  1976  the  U.S. 
will  have  lavished  more  than  $1.5 
billion  on  the  F-14.  In  return,  it  prob- 
ably will  have  acquired  only  a  mar- 
ginal improvement  in  the  ability  of 
carriers  to  defend  themselves. 

At  the  same  time  that  the  Navy 
is  lavishing  so  much  attention  on  an 
asset  of  declining  value,  it  has  been 
neglecting  some  very  useful  programs 
—particularly  land-based  antisubma- 
rine warfare  aircraft. 

Dr.  Quanbeck  has  this  to  say  on 
the  subject:  "The  Navy  spends  a  lot 
of  money  on  surface  ships,  largely  for 
antisubmarine  warfare.  They  like 
them  partly  because  they  give  a  lot 
of  command  opportunities  to  officers 
—there  are  a  lot  of  men  on  the 
bridges  of  those  ships.  But  the  most 
effective  antisubmarine  warfare  sys- 
tems are  land-based  aircraft  and  hun- 
ter-killer subs. 

"The  Navy,  though,  is  not  inter- 
ested in  land-based  aircraft— too  much 
like  the  Air  Force.  They  don't  even 
buy  enough  sonobuoys  [detection  de- 
vices] for  the  land-based  planes  they 
do  have." 

Some  high  Defense  Department  of- 
ficials   agree.    One    says    that   "land- 


Has  the  Queen  of  Battle  been  checked 
by  a  pawn?  If  not  cowed  by  artillery 
or  small-arms  fire,  this  Palestinian 
guerrilla  can  knock  out  a  $400,000 
U.S.  M-60  tank  with  his  cheap  Soviet- 
built  RPG-7  antitank  rocket. 


based  aircraft  are  looking  better  and 
better  these  days  for  a  lot  of  missions, 
including  antisubmarine  warfare." 

The  Navy  isn't  the  only  sen  ice 
guilty  of  misplaced  enthusiasm.  The 
Air  Force's  emphasis  on  acquiring  the 
most  versatile  and  sophisticated  fight- 
ers possible  is  making  it  difficult  for 
the  U.S.  to  afford  to  match  the  Soviet 
Union's  growing  air  power. 

For  example,  the  Air  Force's  new 
McDonnell  Douglas  F-15  fighter  costs 
nearly  $15  million  a  copy,  more  than 
three  times  the  cost  of  the  F-4  fighter 
that  it  is  replacing.  Dr.  Richard  L. 
Garvvin,  an  IBM  Fellow  at  the 
Thomas  J.  Watson  Research  Center 
and  an  occasional  consultant  to  the 
Defense  Department,  points  out  the 
paradox  involved  in  this  expensive 
weaponry:  "While  the  F-15  can  beat 
the  improved  Soviet  MIG-21  on  a 
one-to-one  basis,  an  equal  cost  force 
of  MIGs  would  just  eat  up  the 
F-15,  because  the  advantage  of  num- 
bers is  so  great."  (It  is  estimated  that 
a  MIG-21  would  cost  $2  million  to 
build  here.  Thus  the  cost  of  a  single 
F-15  would  buy  seven  MIG-21s.) 

The  F-15  is  expensive  partly  be- 
cause it  is  supposed  to  be  able  to 
perform  not  one,  but  two  difficult  mis- 
sions. One  is  the  shooting  down  of 
other  fighters.  The  other  is  delivering 
bombs  deep  inside  hostile  territory. 
Many  defense  experts  doubt  whether 
the  "deep-penetration"  bombing  ca- 
pability is  worth  the  expense. 

For  the  price  of  one  F-15,  the  Air 
Force  could  buy  at  least  two  less  am- 
bitious but  very  effective  aircraft, 
which  between  them  could  do  the 
job:  the  General  Dynamics  F-16  light- 
weight fighter  and  the  Fairchild  A- 10 
attack  aircraft.  Senator  Goldwater,  a 
former  Air  Force  Reserve  Major  Gen- 
eral, thinks  that  "we  should  take  an- 
other look  at  the  F-14  and  F-15  and 
possibly  switch  to  the  lightweight 
fighter.  It's  lower  cost,  and  in  some 
respects  superior." 

What  has  happened  up  to  now  is  a 
classic  bureaucratic  compromise:  The 
Air  Force  has  agreed  to  take  the 
F-16,  but  it  wants  F-15s  as  well.  Its 
justification  for  this  is  the  "need" 
for  a  "high-low  mix"  of  expensive  and 
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cheap  planes.  One  very  senior  Penta- 
gon official,  when  pressed  by  a 
Forbes  reporter,  dismissed  the  "high- 
low  mix"  as  a  "budgetary  gimmick" 
to  sell  the  compromise  to  Congress 
and  the  public.  It's  as  though  some- 
one decided  to  economize,  not  by 
trading  his  Cadillac  for  a  Volkswagen, 
but  by  keeping  the  Cadillac  and  buy- 
ing a  VW  as  well. 

Even  the  F-15  is  easier  to  rational- 
ize than   the  proposed   B-l   strategic 


AJFigic 


bomber.  Nobody  knows  how  much 
each  will  cost;  Defense  Department 
estimates  are  beginning  to  creep  to- 
ward the  $90-million  mark.  It's  sup- 
posed to  be  a  "follow-on"  aircraft  to 
the  B-52,  which  will  probably  be  go- 
ing out  of  service  in  the  1980s. 

The  B-l  is  supposed  to  be  able  to 
penetrate  Soviet  air  defenses  and 
launch  short-range  missiles  or  bombs 
against  ground  targets.  While  it  is 
designed    (at   great    expense)    to   be 


able  to  fly  at  supersonic  speed,  it 
doesn't  carry  enough  fuel  to  go  that 
fast  while  performing  its  mission.  In 
other  words,  there  has  been  built  in- 
to it,  at  great  expense,  a  capability 
it  can  rarely  if  ever  use. 

IBM's  Dr.  Garwin  claims  the  B-l's 
military  objectives  could  be  achieved 
much  more  cheaply.  Says  he:  "The 
*missiles  the  B-l  carries  have  just  short 
enough  a  range  so  that  the  airframe 
launching  them  has  to  be  inside  ene- 


The  Dreadnought 

Are  U.S.  defense  planners  suffering 
from  a  dreadnought  complex?  Before 
World  War  I,  Britain  and  Germany 
raced  to  see  who  could  build  the  big- 
gest, most  heavily  gunned  and  ar- 
mored battleships— known  as  "dread- 
noughts"      (after       H.M.S.       Dread- 


Complex 


nought).  But  the  ships  were  so  costly 
that  no  admiral  could  risk  losing  one 
to  the  inexpensive  torpedoes  and 
mines  of  the  period.  For  that  reason, 
during  the  inconclusive  Battle  of  Jut- 
land in  1916,  the  British  Admiral 
Jellicoe  failed  to  pursue  the  out- 
gunned German  fleet.  Meanwhile, 
Germany's  submarines  provided  a 
cheap  and  effective  way  of  offsetting 
Britain's  control  of  the  surface  seas. 
History  is  studded  with  examples  of 
the  dreadnought  complex.  At  the  Bat- 
tle of  Laupen  in  1339,  clumsy,  heavi- 


The  H.M.S.  Dreadnought  k 
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my  airspace.  If  you  used  longer-range 
cruise  missiles,  you  could  carry  them 
in  a  slow,  cheap  transport  aircraft, 
stand  outside  enemy  airspace,  and 
launch  them  in  comparative  safety. 

"But  the  Air  Force  generals  want- 
ed a  new  bomber.  After  all,  whoever 
got  promoted  commanding  a  fleet  of 
expendable  missiles?"  Dr.  Quanbeck 
estimates  that  "over  a  period  of  ten 
years  we  could  save  $20  billion  by 
using   cruise   missiles   launched   from 


transport  aircraft  rather  than  the  B-l." 
Secretary  Schlesinger  doesn't  really 
argue  with  this  reasoning.  "I  share 
Dick  Garwin's  enthusiasm  for  the  po- 
tential of  the  cruise  missile,"  he  says. 
Schlesinger  hedges  only  slightly:  "But 
before  I  commit  myself,  I'd  like  to 
see  a  working  missile." 

The  Air  Force  and  Navy  are  al- 
ready working  on  long-range  air-  and 
sea-launched  cruise  missiles.  They  will 
probably   have    good    working    mod- 


els before  long.  In  fact,  there's  little 
reason  to  believe  that  the  relatively 
inexpensive  transport  aircraft/  cruise 
missile  system  won't  be  ready  by  the 
time  the  B-52  needs  to  be  retired. 
In  that  case,  the  B-l  will  be  obsolete, 
at  least  in  a  cost  sense,  before  it 
even  gets  into  service. 

Even  at  $84  million,  however,  the 
B-l  isn't  the  most  expensive  plane 
that's  in  this  year's  budget.  That 
honor    belongs    to    the    $  Ill-million 


The  Maginot  Line 


ly  armored  Austrian  knights  were  de- 
feated by  Swiss  soldiers  armed  with 
simple  pikes  and  halberds. 

The  French  poured  huge  sums  into 
the  construction  of  the  Maginot  Line. 
The  German  forces  used  their  fast- 
moving  tanks  to  get  around  it. 

After  they  lost  the  destroyer  Eilat 
to  cruise-missile-armed  Egyptian  pa- 
trol boats,  the  Israelis  shifted  to  a 
Navy  based  on  fast-moving,  light 
ships.  The  result:  In  the  Yom  Kippur 
war,  the  Israelis  beat  the  Arabs  St 
their  own  game,  sinking  large  num- 
bers of  the  Arabs'  Soviet-built  boats, 
and  losing  few  of  their  own. 

The  question  is  raised:  Are  our 
complex  armaments  as  vulnerable  as 
Britain's  once  mighty  dreadnoughts? 


*** 
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Modem  Dreadnought?  Aircraft  car- 
riers like  the  Navy's  nuclear-powered 
Enterprise  are  increasingly  threatened 
by  cruise  missiles  like  those  carried 
by     this     little    Soviet    patrol     boat. 
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Rhode  Island  may  now  be 

the  smallest  state 

in  business  taxes,  too. 


This  report  shows  why. 


You  know  this  about  Rhode  Island.  It's  the 
smallest-size  state. 

But  here's  something  you  don't  know 
about  us: 

Of  the  five  most  industrialized  states  in 
the  northeast,  Rhode  Island  may  now  be  the 
smallest-fax  state. 


New  Jersey 

149 

Massachusetts 

i 

146 

Connecticut 

12 

8 

New  York 

115 

Rhode  Island 

100 


125 


150 


Comparison  of  business  taxes  for  a  general 
manufacturing  company  using  a  tax  ranking  index 
with  Rhode  Island  equal  to  100. 

I  say  "now"  because  of  our  newly  enacted 
tax  incentive  program.  And  I  say  "may  be" 
because  it  depends  on  your  particular  activity, 
as  this  report  shows  you. 

The  report  is  a  comparative  analysis.  It 
takes  three  typical,  model  business  operations: 
general  manufacturing;  general  manufacturing, 
medium  R&D;  and  light  manufacturing,  high 
R&D.  It  charts  what  their  relative  tax  situations 


would  be  in  New  Jersey,  Massachusetts, 
Connecticut,  New  York  and  Rhode  Island. 

We're  lowest.  In  every  case. 

The  report  also  gives  you  an  overview  of 
our  new  8-part  tax  program.  It's  a  program  that 
includes  exemptions  from  local  property  taxes. 
One-year  write  offs  on  new  R&D  facilities. 
Investment  tax  credits  on  buildings  and  equip- 
ment Carrybacks  and  carryforwards  for 
operating  losses. 

All  good,  solid  stuff  to  help  make  your 
bottom  line  a  top  attraction.  Why  not  send 
for  details?. 


4/ 

Philip  W.Noel 

Governor,  State  of  Rhode  Island 


Rhode  Island 

Department  of  Economic  Development 

One  Weybosset  Hill,  Providence,  R.I.  02903    40 1 -277-260 1 

Attention:  James  O.  Roberson,  Director 

Please  tell  me  more  about  Rhode  Island's    □  8-part  tax 
incentive  package    □  Lowest-rate  financing    D  Labor  pools 
and  manpower  training    □  Transportation  and  market 
proximities 

Name 

Title 

Company 

Street 


City 


State 


Zip 


Facts  for  your  portfolio  on 


FERRO 


Ferro  sets  all  time 

record  sales  and  earnings 

during  1974. 


•  Consolidated  net  sales  for  1974  were  $322.3 
million... 23%  higher  than  during  1973... 
Ferros  14th  consecutive  annual  increase  in  sales. 

•  Net  earnings  were  $17.7  million. .  .11%  higher 
than  1973. 

•  Per  share  earnings  were  $4 .03... an  11%  increase 

over  1973. 

Twelve  Months 
CONSOLIDATED  RESULTS     Ended  Dec.  31, 1974 

(Thousands  of  Dollars)  1974  1973 

•  Net  Sales $322,328       $261,332 

•  Pre  Tax  Income 32,867  28,621 

•Income  Taxes 15,118  12,640 

•  Net  Income 17,749  15,981 

•  Earnings  per  share 
based  on  average 

shares  outstanding $4.03  $3.63 

•  Ferro  produces  specialty  materials  for  the 
plastics  and  ceramic  industries  in  17  countries 
throughout  the  world. 
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For  a  copy  of  our  1974 
Annual  Report  write: 
Dept.  F-0415.  One  Erie- 
view  Plaza.  Cleveland, 
Ohio  44114. 
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CORPORATION 


Airborne  Warning  &  Control  System 
(AWACS),  known  in  some  Pentagon 
circles  as  the  BBO,  which  is  The  Boe- 
ing Bail-Out. 

The  original  idea  behind  the  $4- 
billion  AWACS  program  was  to  build 
a  long-range  "look-down"  radar  into 
a  Boeing  707  and  use  it  to  detect 
Soviet  bombers  attacking  targets  in 
the  U.S.  and  Canada.  Unfortunately, 
just  as  the  tremendous  technical  prob- 
lems of  building  the  radar  and  its 
computers  into  a  707  were  solved, 
the  Defense  Department  concluded 
that  the  Soviet  bomber  threat  was 
not  all  that  serious  after  all.  The 
AWACS  became  a  plane  in  search  of 
a  mission. 

After  a  little  head-scratching,  the 
defense  spenders  found  a  "mission." 
The  AWACS  was  to  be  deployed  in 
Europe,  where  its  radar  and  com- 
puters would  be  used  to  coordinate 
NATO's  tactical  air  forces.  This  would 
be  a  useful  function  for  some  plane 
to  perform— but  many  doubt  the 
AWACS  could  do  the  job. 

Charges  one  defense  analyst,  "It 
was  a  classic  case  of  taking  some- 
thing designed  for  one  mission  and 
trying  to  get  it  to  perform  another." 
Early  this  year  the  General  Account- 
ing Office  attacked  the  AWACS  in  an 
Air  Force-censored  report.  The  report 
pointed  out  that  the  Soviets  are  al- 
ready able  to  jam  AWACS'  radar,  and 
that  the  large,  slow  plane  would  be 
very  vulnerable  in  any  serious  Eu- 
ropean conflict. 

The  Shortest  Distance? 

It  would  be  unfair  to  place  all  the 
blame  for  poor  management  on  the 
Pentagon.  Some  of  the  worst  exam- 
ples of  waste  are  systems  forced  on 
the  military  by  congressmen  pushing 
their  own  whims  or  their  constituents' 
products. 

Last  year,  for  example,  the  power- 
ful Texas  congressional  delegation 
wanted  the  Air  Force  to  spend  $300 
million  to  buy  LTV's  A-7  attack  air- 
craft and  General  Dynamics'  F- 1  1  I 
fighter-bomber. 

The    Pentagon,    however,    did    not 
really  want  the  planes.  The  A-7  had 
been  proved  by  field  trials  to  be  less 
cost-effective  than  the  new  A-10.  The 
F-lll  was  one  of  the  great  procure 
ment  disasters  of  the  Johnson  Admin 
istration;   military  men   really  wanted 
the  program  to  come  to  an  end.  Wlial 
ever   their   other   faults,    though,    ihe 
planes   had    one    great   virtue    in    the 
eyes  of  some  congressmen:  They  were 
built  in  Texas. 

Congressmen  are  frequently  unwill 
ing  to  support  economy  measures  pro 
posed  by  the  Defense  Department 
civilian  leadership.  They  lend,  Foi  ex 

ample,  to  support   the  closing  "I    mill 
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\       Chevron  OH  refinery  expansion,  Perth  Amboy,  N.J. 
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Kiddc 

builds 
energy 

with  mobile  hydraulic  cranes 
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The  energy  building  boom  is  on. 

And  Kidde's  fastest  growing  division— Grove 
Manufacturing  — is  giving  exploration,  transmis- 
sion, storage  and  refining  a  big  lift.  Providing 
mobile  hydraulic  cranes  with  the  greatest  mobility, 
reach  and  capacity  in  the  world. 

The  Grove  crane  shown  is  one  of  many  perform- 
ance-proved models.  Thousands  are  now  oper- 
ating around  the  globe.  The  recently  introduced 
models  range  from  a  30-ton  capacity  model  to  the 
new  TM1275  that  has  a  maximum  lifting  capacity 
of  125  tons  and  a  maximum  boom  and  jib  tip 
height  of  267  feet  (81 .4  m).  And  there  are  new 
breakthroughs  on  the  drawing  boards. 

Which  is  why  Grove  commands  a  major  share  of 
this  booming  worldwide  market. 

The  future?  As  promising  as  the  past.  From  $3.5 
million  10  years  ago,  Grove  sales  reached  $200 
million  in  1974. 

To  learn  more,  write  for  our  Annual  Report 
Walter  Kidde  &  Company,  Inc.,  9  Brighton  Rd., 
Clifton,  N.J.  07012. 


Helping  our  energy  go  further. 
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BOTTOM  LINE 

PROBLEMS 

GIVING 

YDUTHE 

BLUES? 


WAREHOUSING?  INSURANCE? 
REAL  ESTATE?  TRANSPORTATION?  DISTRIBUTION? 

Since  1829,  Canton  has  specialized  in  services 
that  help  business  and  industry  come  out  better 
on    the    "bottom    line"  .  .  . 
regardless   of   the   general 
condition  of  the  economy. 

Canton's  approach  to  the 
problems  of  its  customers- 
local,  regional,  giant  NYSE 
corporations— is  individual- 
ized. At  the  same  time,  it  is 
"modern",  right  down  to 
the  latest  computer  methods. 

Because  the  fields  in 
which  we  offer  services  are 
so  often  interrelated,  we 
can  in  many  instances  offer 
or  suggest  economies  a  busi- 
ness may  have  overlooked. 

The  time  to  find  out  if  Canton  can  help  your 
business  is  today.  Simply  fill  in,  and  mail  the  cou- 
pon below,  or  if  you  prefer,  call  collect. 

^  CANTON  COMBANY 

Canton  House,  P.O.  Box  447/Baltimore,  Maryland 
21203/Telephone:  (301)  837-7733 
Please  send  me  information  on: 

Warehousing  Insurance  Real  Estate 

Other 


ff 


Name 

Firm 

Address 
City 


Title 


State 


Zip 


tary  bases  anywhere  but  in  their  own 
districts. 

The  Trident  ballistic  missile  sub- 
marine is  a  good  example  of  congres- 
sional gold-plating.  These  $500-mil- 
lion  boats  were  designed  to  replace 
the  aging  Polaris  submarines.  Last 
year,  appalled  by  their  cost,  Secretary 
Schlesinger  came  up  with  a  $350-mil- 
'lion  alternative  design:  the  SSBNX 
submarine. 

Congress  didn't  take  the  hint,  and 
decided  to  continue  the  Trident  pro- 
gram. "I  can't  understand  it,"  Schles- 
inger commented  to  Forbes.  "I  sup- 
pose strategic  nuclear  forces  have  a 
certain  fascination." 

It  would  be  easy  to  conclude  from 
these  examples  that  Pentagon  pro- 
curement is  a  hopeless  mess.  There 
are,  however,  some  encouraging  signs 
of  rationality  creeping  into  the  sys- 
tem. While  he  was  Deputy  Secretary 
of  Defense,  Hewlett-Packard  co-found- 
er David  Packard  managed  to  get  the 
idea  of  efficiency  and  cost-conscious- 
ness into  some  brass-hatted  heads. 
According  to  Schlesinger,  "A  lot  of 
the  credit  for  the  introduction  of  an 
inexpensive,  effective  lightweight 
fighter  belongs  to  Dave  Packard." 

Leave  Managers  Alone 

Packard,  now  back  as  board  chair- 
man of  Hewlett-Packard,  says:  "I 
came  to  the  conclusion  that  the  only 
way  out  of  these  procurement  prob- 
lems was  to  put  good  men  in  charge 
of  programs  and  leave  them  alone. 
The  Pentagon  and  Congress  were  just 
getting  too  involved  in  detail.  The 
contractors  should  be  given  a  relative- 
ly simple  set  of  performance  specifica- 
tions, and  then  left  to  compete  over 
putting  together  the  best  system. 
The  lightweight  fighter  is  a  good  ex- 
ample of  how  this  system  can  work." 

Despite  some  success,  though, 
Packard  eventually  resigned  his  job, 
frustrated  by  the  Potomac  paper 
wars.  As  one  Assistant  Secretary  of 
Defense  puts  it:  "The  trouble  with 
Dave  Packard  was  that  he  thought  the 
shortest  distance  between  two  points 
was  a  straight  line." 

Since  taking  over  the  Department 
in  1973,  Secretary  Schlesinger  has 
been  doing  some  straight-line  think- 
ing himself.  His  "new  products  man- 
ager," Director  of  Defense  Research  & 
Engineering  Malcolm  R.  Currie,  is 
doing  his  best  to  keep  sophistication- 
for-its-own-sake  out  of  future  weap- 
ons programs. 

Currie  and  some  I -aieei  unlit. n\  of- 
ficers are  pushing  the  development  ol 
affordable  weapons.  "I'm  convinced, 

(   iniie    told    FORBl  s,    "thai    we   can    .11 
rive     at     new     systems     thai     aie     high- 

quality,  bul  thai  aren'l  so  elaborate 
We're  also  looking  at  the  weapons  we 
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Receive  up  to  half  the  cost  of  your  plant,  and 
^other  fixed  assets.  No  interest,  no  payback. 


EASE  THE  MONEY 
CRISIS  FOR 

YOUR  COMPANY'S 

NEXT 

EXPANSION 


CALL(2I2)  972-1003 

We  will  tell  you  if  your  company's  project  qualifies 
for  Ireland's  unique  package  of  advantages. 
The  Industrial  Development  Authority  of  Ireland 

will  handle  all  aspects  of  setting  up  a  plant. 

In  the  year  ended  March,  1974,  new-plant  investment 
in  Ireland  by  overseas  companies  was  more  than 
double  the  previous  year's  record  total. 

New  York:  (212)972-1003,  280  Park  Avenue,  New  York,  NY  10017.  Chicago:  (312)644-7476.  1  East  Wacker  Drive,  Chicago,  Illinois  60601. 

Los  Angeles:  (213)624-1024,  515  So.  Flower  Street,  Los  Angeles,  California  90071 . 

This  announcement  is  published  by  IDA-lreland.  280  Park  Avenue.  New  York.  New  York  10017  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the 

Government  of  Ireland   This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  statement  is  available  for  public  inspection 

Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 


A  Better  Way.  Four  of  the 
Air  Force's  new  F-16  fight- 
ers cost  $20  million— the 
price  of  one  Navy  F-14. 
Both  are  technically  impres- 
sive, but  the  arithmetic 
favors  the  F-16. 


already  have  and  what  we  can  do  to 
stretch  out  their  useful  lives." 

That  sounds  like  ordinary  common 
sense,  but  it's  a  revelation  to  a  lot  of 
people  in  the  defense  business.  Econ- 
omy-minded defense  managers  have 
already  had  some  successes.  Several 
new  systems  are  coming  into  produc- 
tion that  were  "designed  to  cost"— 
contractors  were  actually  forced  to 
count  their  pennies  like  the  rest  of  us. 

The  new  F-16  lightweight  fighter 
Dave  Packard  thinks  so  highly  of  is 
one  example  of  a  weapon  designed 
with  tight  budgets  in  mind.  So  is  the 
Fairchild  A- 10  attack  aircraft.  Both  of 
these  are  effective  weapons,  despite 
the  fact  that  the  contractors  were 
forced  to  work  with  limited  budgets. 

There  are  also  new  weapons  devel- 
opments that  are  actually  cheaper 
than  the  systems  they'll  replace.  For 
example,  expensive,  manned  combat 
and  reconnaissance  aircraft  may  be 
partly  replaced  by  "remotely  pilot- 
ed vehicles"  (remotely  controlled 
planes).  Not  only  are  the  RPVs 
cheaper,  since  they  don't  need  all  the 
life  support  equipment  of  a  manned 
plane,  but  they  can  maneuver  better 
and  stay  up  longer.  Teledyne  Ryan's 
new  Compass  Cope  reconnaissance 
aircraft  can  stay  in  the  air  for  over 
24  hours,  since  it  has  no  human  pilot 
te  tire  out. 


Which  contractors  will  be  helped 
by  the  shifts  in  defense  technology 
and  which  ones  will  be  hurt?  The 
answer  is  obscured  by  the  Pentagon 
practice  of  handing  out  contracts 
more  on  the  basis  of  its  traditional 
suppliers'  need  for  business  than  their 
efficiency  and  cleverness. 

A  shift  toward  cost-conscious  con- 
tracting and  larger  numbers  of  cheap- 
er weapons  could  actually  help  the 
defense  industry.  In  recent  years  com- 
panies such  as  Grumman  and  Lock- 
heed have  had  their  profit  margins 
eaten  up  by  the  gross  inefficiencies  in 
their  military  programs. 

Better  controls  could  clearly  work 
to  their  advantage  as  well  as  the 
Government's.  Also,  since  the  real 
money  in  defense  contracting  is  in 
programs  with  long  production  runs, 
inexpensive  weapons  thai  can  be 
made  in  large  quantities  could  im 
prove  defense  contractors'  returns  on 
equity. 

Budging  The  Bureaucracy 

However  well-intentioned,  Schles- 
inger,  Currie  and  their  allies  are  a 
very  thin  layer  on  top  of  a  frequently 
unresponsive  bureaucracy.  As  one 
Washington  observer  puts  it:  "Schles- 
inger  is  probabl)  the  best  prepared 
Defense  Secretary  we've  had,  but  he 
hasn't    really    been    able    to    take    con- 


trol. He  really  needs  stronger  top  and 
middle  management." 

It  takes  time  and  political  support 
to  build  that  kind  of  organization. 
Schlesinger  lacks  both:  Defense  Sec- 
retaries come  and  go,  but  the  bureauc- 
racy and  military-minded  congress- 
men seem  to  go  on  forever.  As  Schles- 
inger points  out:  "I'm  working  now 
on  1980  weapons  procurement  pro- 
grams that  were  initiated  in  1965." 
If  he  follows  the  pattern  of  most 
Defense  Secretaries,  he'll  be  leaving  in 
a  year  or  two.  Under  those  circum- 
stances, it's  hard  to  give  the  Penta- 
gon machine  more  than  a  slight 
push  in  the  right  direction,  when 
upon  it  usually  slips  back.  In  the  mean 
time,  as  Schlesingei  himsell  laments, 
"I  am  devoting  80%  of  my  time  talk 
ing  with  Capitol  Hill  and  with  the 
press." 

There    is    more    at    stake    hcic    than 

money.  The  basic  problem  \\  ith  neai 

ly    all    defense    establishments    is    that 

they   are  not   in   a  competitive  busi 

ness.  Waste,  politics  as  usual,  bu- 
reaucracy and  empire-building  don't 
seem  to  matter  much  in  the  military— 
not,  that  is,  until  the  moment  ol 
truth  arrives  on  the  battlefield.  And 
then  it  is  too  late.  Congress  will  do 
well  to  remembei  tins  w hen  it  linalb 

makes    up    its    mind    on    the    dclcuse 

budget  this  year.  ■ 
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chill  it,  move  it  and  power  with  it. 


As  a  diversified  manufacturer 
of  basic  machinery  and  equip- 
ment, Ingersoll-Rand  is  doing 
more  with  air  than  nature  ever 
intended. 

We  turn  air  into  a  dependable 
source  of  power  to  help  custom- 
ers in  mining,  construction, 
manufacturing,  industrial  proc- 
essing —  almost  everywhere  that 
work  is  being  done,  products 
made,  resources  developed.  In 
fact,  air  has  become  the  second 
most  widely  used  industrial 
power  source  in  the  world. 

Our  knowledge  of  air  —  and 
other  basics  like  water,  earth,  oil 
and  coal  —  is  one  reason  why 
Ingersoll-Rand  has  become  one 
of  the  world's  leading  producers 
of  essential  machinery  and  equip- 
ment, with  over  $1.4  billion  in 
annual  sales  and  customers  in 
more  than  100  countries.  This 
year,  we  will  invest  over  $150 
million  in  expanding  our  manu- 
facturing and  research. 

For  more  information,  write 
I-R,  Dept.  A-601,  Woodcliff 
Lake,  N.J.  07675. 


Ingersoll-Rand 

Involved  in  basics. 


That  new  customer  just  came  aboard. 
He  could  take  a  big  bite  out  of  your  bank 
balance. 

But  don't  panic.  When  you're  eyeball-to- 
eyeball  with  a  cash  flow  problem,  all  it 
takes  is  money  to  stare  it  down. 

Still  time  to  Call  Talcott. 

Let  cash  from  our  Business  Finance 
Divison  be  your  lifeline. 

Talcott  also  offers  Factoring,  and 
Computer  Leasing. 

Next  time,  be  sure  your  helmet  is 
screwed  on  straight,  before  you  take 
a  dive. 


For  more  information,  contact  James  Talcott,  Inc.,  Business  Finance 

Division.  Oakbrook  North,  Oak  Brook,  Illinois  60521  (312)  654-3850. 

Or  call:  Atlanta  (404)  658-1160.  Boston  (617)  542-8766. 

Chicago  (312)  782-9044.  Dallas  (214)  742-2546. 

Detroit  (313)  962-8600.  Los  Angeles  (213)  620-9200. 

Miami  (305)  377-9561.  Minneapolis  (612)  339-7711. 

New  York  (212)  956-2940.  West  Orange  (201)  325-2200. 


Time  to  call  Talcott. 

He's  enough  to  give  you  the  bends. 

Just  as  that  slippery  new  customer  seems 
to  be  swimming  your  way,  your  cash  line 
fouls.  Suddenly  you're  choking  for  funds. 

What  a  breath 
opportunity. 
But  unless  some- 


one pumps  you 
fresh  money, 
he'll  be  gone 
with  a  flick  of  his  tail 

Time  to  call  Talcott. 

We  react  swiftly  to  customers'  financing 
needs  at  any  depth. 

Our  Business  Finance  Division  can 
surface  solutions  to  most  cash  problems. 

We  can  raise  collateral  treasure  to  the 
top  and  put  your  financial  position  on 
firm  ground. 


Still  time  to  call  Talcott 


The  Numbers  Game 


Alice  In  Accountingland 

Or,  how  strict  adherence  to  accounting  logic  can 
produce  wrongheaded  financial  reports. 


It's  sad  but  true.  In  trying  to  make 
financial  reports  reflect  economic  real- 
ity, the  accountants  sometimes  end  up 
making  the  distortions  worse.  It's  not 
really  their  fault.  The  fact  is  that  "re- 
ality," "truth"  are  elusive  things.  Lis- 
ten to  the  sad  case  of  ICN  Pharmaceu- 
ticals, Inc.,  a  California-based  multi- 
national drug  company  with  some 
$180  million  sales. 

In  1971  ICN  expanded  into  Ger- 
many, borrowing  deutsche  marks  long 
term  to  buy  a  company.  The  compa- 
ny prospered,  throwing  off  deutsche 
marks  to  amortize  the  debt.  Without 
having  to  put  in  any  actual  capital, 
ICN  would  end  up  with  a  valuable 
asset.  A  good  investment,  right? 

Wrong,  said  the  1974  financial 
statement.  It  told  shareholders  that 
ICN  lost  about  $5  million  on  the  deal, 
a  "foreign  currency  translation  loss" 
that  helped  pound  ICN's  earnings  in- 
to the  red.  (And  that's  not  to  men- 
tion further  "losses"  on  other  foreign 
currency  translations.) 

How  can  a  good  investment  pro- 
duce such  bad  results?  The  answer 
lies  in  the  bookkeeping.  A  recent  Fi- 
nancial Accounting  Standards  Board 
exposure  draft  would,  if  accepted  by 
the  accounting  fraternity,  force  all, 
multinationals  to  keep  their  books  the 
way  ICN  keeps  its  books— and  with 
potentially  confusing  results. 

ICN  has  already  adopted  this  kind 
of  bookkeeping.  It  requires  that  for- 
eign debts  be  handled  in  one  way  and 
foreign  assets  in  quite  another.  The 
debts  must  be  converted  to  dollars  at 
the  exchange  rate  prevailing  on  the 
closing  date  of  the  balance  sheet  pe- 
riod. Assets,  on  the  other  hand,  are 
converted  at  the  rate  which  prevailed 
when  they  were  first  brought  onto 
the  books. 

Take  a  simple  example.  A  compa- 
ny buys  a  German  factory  in  1965 
and  pays  DM  100  million;  at  that  time 
the  DM  is,  say,  four  to  the  dollar.  So 
the  factory  is  on  the  books  at  $25 
million.     . 

Now  let's  look  at  the  other  side  of 
the  balance  sheet.  Supposing— as  ICN 
did— the  purchase  price  was  borrowed 
in  Germany  in  DM.  Supposing,  too, 
for  the  sake  of  simplicity,  that  the  loan 
has  not  been  amortized  and  remains 
at  DM  100  million.  The  result  would 


be  bookkeeping  disaster 
for  the  company,  because 
the  DM  has  been  strong 
against  the  dollar.  A  dol- 
lar now  buys  only  about 
2.5  DM,  not  four  DM.  The 
company  would,  under  the 
new  rules,  have  to  now 
carry  its  DM  debt  at  $40 
million,  not  $25  million. 
It  would  have  to  report 
the  difference,  $15  million, 
as  a  loss  on  the  income 
statement. 

Yet  when  you  add  ev- 
erything up,  nothing  has 
changed  for  the  company 
in  the  real  world.  Sure,  it 
owes  more  in  dollars.  But 
it  has  an  asset  which,  pre- 
sumably,  has   appreciated 

at  least  as  much  in  dollars.      

But  the  loss  must  go  right 
down  to  the  bottom  line.  The  gain  nev- 
er gets  there.  So  the  company  makes 
a  good  investment,  yet  shows  a  loss. 

Just  that  happened  to  ICN. 

Of  course,  the  thing  can  work  in 
reverse.  The  case  we  mentioned  was 
where  the  dollar  was  weak  against 
the  other  currency.  Suppose  the  dollar 
was  strong.  Suppose  the  deal  was 
done  not  in  Germany  but  in  Argen- 
tina. In  that  case,  the  company  would 
be  able  to  report  a  big  bookkeeping 
profit,  because  the  peso  debt  would 
depreciate  in  dollar  terms,  but  the 
physical  asset  would  not  have  to  be 
written  down  accordingly. 

Logic  Is  Logic 

Silly?  Not  so,  says  the  FASB.  It 
argues  that  foreign  currency  long-term 
debt  must  be  viewed  as  if  the  U.S. 
parent  company  used  dollars  to  bor- 
row, say,  deutsche  marks,  and  then 
shipped  the  deutsche  marks  to  its  Ger- 
man subsidiary.  Explains  Jules  Cassel, 
director  of  the  FASB's  foreign  curren- 
cy translation  project:  "From  a  U.S. 
parent  company's  point  of  view,  and 
from  a  consolidated  point  of  view  in 
our  unit  of  measurement— dollars- 
there  is  a  loss  on  the  debt  repayment 
because  it  will  take  more  dollars  to 
repay  the  original  DM  borrowing. 

"Look,"  the  FASB's  Cassel  goes  on, 
"you  have  200  things  spread  through- 
out the  world.  You  must  select  a  sin- 


gle unit  of  measurement  to  inform  the 
readers  of  your  financial  statements 
of  what  you  have,  given  the  basis  of 
measurement  and  the  unit  of  measure- 
ment used  on  that  basis."  Since  the 
Board  was  dealing  with  U.S.  compa- 
nies, it  felt  the  unit  of  measurement 
had  to  be  in  the  U.S.  shareholders' 
financial  language— U.S.  dollars. 

Okay,  but  why  not  mark  up  (or 
down)  the  assets  as  well  as  the  liabili- 
ties? That  wouldn't  make  sense,  ar- 
gues Cassel.  Historical  cost  is  histori- 
cal cost:  You  can't  be  constantly 
changing  it.  To  do  so  would  be  a 
clear  violation  of  generally  accepted 
accounting  principles.  By  these  prin- 
ciples, assets  are  carried  at  what  they 
originally  cost,  not  what  they  may  or 
may  not  be  worth  today.  "Under  gen- 
erally accepted  accounting  principles," 
Cassel  says,  "the  value  of  the  factory 
is  not  recognized  in  the  financial 
statement.  We're  under  historical  cost, 
not  current  value  accounting." 

Technically  speaking,  Cassel  is 
right.  But  does  it  make  sense,  practi- 
cally speaking,  to  require  a  corpora- 
tion to  report  a  loss  where,  in  fact,  it 
made  a  profit?  Or  vice  versa? 

On  this,  the  accounting  fraternity  is 
divided.  Arthur  Young's  Donald  J. 
Hayes,  who  opposes  the  exposure 
draft,  thinks  it  makes  no  sense  to 
treat  liabilities  one  way,  assets  an- 
other.   "We   feel,"   Hayes   said,   "that 
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Pat  and  Mike  on  Central  Park  South. 


On  Standing  Pat 

WE  stand  firm  on  our  Essex  House 
tradition. 
Whenever  you  stay  here,  we  sur- 
round you  with  all  the  special  style 
our  name  is  famous  for.  Comfortably 
wrapped  in  a  genuine  welcome  and 
honest  concern  for  your  needs.  We 
want  to  make  you  happy. 

Mike  the  Magnificent. 

Whenever  we  talk 
aboutour  tradition, 
we  must  make  mention 
of  a  man  who  has  made 
history   here.    Mike 
O'Rourke,  our  Senior 
Bell  Captain,  is  typical 
of  the  people  who  wel- 
come you  to  our  hotel. 
He's   been   bringing   a 


positive  quality  and  sense  of  personal 
enjoyment  to  every  aspect  of  his  work 
for  over  42  years.  Thank  you,  Mike. 
You're  magnificent. 

Pleas  and  Thank  You. 

We  urge  you  to  make  reservations 
in  advance  of  your  trip,  but  if 
business  brings  you  here  in  a  hurry, 
call  toll-free.  We'll  do  our  best  to  pro- 
vide your  room  or  suite.  Thank  you. 

Marriott's. 
ESSEX  HOUSE 

A II  you  need  to  know  about  hotels  in  .\ew  York. 

160  Central  Park  South,  New  York  10019. 

Telephone  toll-free  for  your  reservations: 

800-228-9290. 

H  riie  for  our  new  brochure. 
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In  West  Virginia... 
your  time  has  come! 

...especially  in  the  energy  crisis. 


ENERGY    AVAILABILITY    has    now    become 
a  primary  requisite  in  site  selection  for  indus- 
try. West  Virginia  meets  energy  need  criteria. 
Virtually  unlimited  bituminous  coal   means 
power   and   fuel.    And,    a    ready-to-work 
labor  force  is  ready  to  put  this  natural 
energy  source  to  work.  You  can  choose 
from  a  prime  list  of  plant  sites  where 
both  are  available:  Energy  in 
the  ground.  Energy  in  the 
people. 

Couple  West  Virginia's 
energy  capability  and  its 
abundant  natural  resources 
with  overnight  trucking  to  60%  of 
the  U.S.  population  financing  avail- 
ability, liberal  tax  credit's  and  a  business 
oriented  State  Government. 

Get  the  full  facts  on  West  Virginia. 
Call  (304)  348-2234  or  write 
Governor  Arch  A.  Moore,  Jr., 
Industrial  Development  Division, 
Department  of  Commerce, 
Charleston,  West  Virginia  25305 

Your  time  has  come  in  West  Virginia. 

FB-45 


The  Numbers  Game 


to  come  up  with  an  accounting  an- 
swer that's  consistent  with  the  eco- 
nomics of  a  currency  realignment,  the 
current  exchange  rate  should  be  ap- 
plied to  all  the  company's  assets  and 
liabilities.  The  FASB's  draft  tends  to 
produce  results  inconsistent  with  the 
real  economics  of  what  is  happen- 
ing." In  other  words,  you  should  ad- 
just both  sides  of  the  balance  sheet  for 
currency  changes. 

In  the  real  world,  of  course,  the 
situation  isn't  quite  as  cut  and  dried 
as  these  theoretical  arguments  make 
it  seem;  the  ICN  case  is  rather  a 
special  one.  In  the  real  world,  the 
dollar  isn't  always  weak,  and  so  the 
multinationals  may  gain  as  much  in 
reported  earnings  as  they  lose.  In  oth- 
er words,  if  the  new  system  created 
absurdities,  it  would  also  produce  off- 
setting absurdities.  Overall,  it  would 
be  a  case  of  a  series  of  wrongs  mak- 
ing a  single  right.  Assuming,  of  course, 
a  company  is  sufficiently  large  to 
have  enough  wrongs  working  for  it. 

And  if  the  company  only  operates 
in  a  few  countries?  It  can  avoid  the 
problem  by  purchasing  foreign  cur- 
rency contracts  equal  to  the  size  of 
its  foreign  currency  debt.  If  debt  gets 
written  up,  so  does  the  contract.  But, 
asks  Daniel  Lundy  of  Coopers  and 
Lybrand,  "Why  should  a  company  be 
forced  to  spend  money  to  insure 
against  risks  that  may  exist  only  in 
accountants'  minds?  It's  a  classic  case 
of  the  tail  wagging  the  dog!" 

One  Fell  Swoop 

Still,  what  really  worries  corpora- 
tion executives— as  opposed  to  accoun- 
tants—is the  provision  in  the  FASB's 
proposal  that  requires  that  the  write- 
downs—or write-ups— be  reflected  in 
the  precise  year  the  currency  changes 
occured.  Dow  Chemical,  for  example, 
follows  the  practice  of  adjusting  its 
debts  to  reflect  currency  changes.  But 
Dow  spreads  the  profit  or  loss  over 
the  life  of  the  debt.  It's  one  thing  to 
take  a  currency  adjustment  of  that 
sort  in  a  single  year  and  quite  an- 
other to  spread  it  over,  say,  20  years. 

We  at  Forbes  sympathize  with  the 
accountants.  We  applaud  their  ef- 
forts to  make  companies  put  the  facts 
of  currency  gains  and  losses  right 
out  on  the  table  where  everybody 
can  see  them.  But  is  disclosure  really 
disclosure  if  it  ends  up  making  the 
situation  muddier  than  it  was  in  the 
beginning?  As  we  said  at  the  start 
of  this  article:  Everybody  wants  to 
get  at  the  truth,  bill  truth  is  not 
easily  reduced  to  a  set  of  generally 
accepted  accounting  principles.   ■ 
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Pick  any  small  business  jet. 


i 


i 


The  top  firms  are  going  with  this  one 


Claims  for  an  aircraft's  range  can  be  mis- 
leading. So  sophisticated  men  demand  to  know: 
"How  is  the  range  accomplished?" 

Under  easy  conditions?  Long  take-off  run- 
ways? Sea.  level  airports?  Cool  days? 

Or  tough  conditions?  Short  strips?  Mountain 
airports?  Sizzling  weather? 

The  Falcon  10  has  no  equal  for  dealing  with 
those  difficult  conditions  often  met  in  today's  flight 
operations. 

It  flies  further  by  far.  Flies  faster,  too.  And 
offers  great  short-hopping  ability,  as  well.  All  this 


plus  remarkable  fuel  economy,  strength,  ruggedness. 

Who  says  so?  The  men  who  head  up  the 
aviation  departments  for  the  leading  firms.  They're 
proposing  the  Falcon  10.  And  management  is 
saying  "yes." 

Even  though  it  costs  more  to  buy. 

May  we  tell  you  all  the  reasons 

why?  Just  drop  a  line  to  Finn  Hedlund, 

Vice  President,  Marketing,  at  the 

address  below,  or  call  collect 

FALCONJET 
CORPORATION 

Teterboro  Airport  •  New  Jersey  07608 


:/~B 


(201)  288-5300. 


Does 

government  cause 

higher  prices? 


GOVERNMENT- 
MANDATED  PRICE 
INCREASES 


GOVERNMENT-MANDATED 
PRICE  INCREASES 

by  Murray  L.  Weidenbaum 

The  author  charges  that  federal  regu- 
latory actions  are  continually  mandat- 
ing higher  prices.  Examining  such 
regulatory  agencies  as  the  Occupa- 
tional Safety  and  Health  Administra- 
tion, Weidenbaum  points  out  that  each 
new  benefit  generates  a  new  cost  for 
the  public.  Although  regulatory  costs 
are  less  obvious  causes  of  worsening 
inflation  than  budget  deficits  or  "easy" 
monetary  policies,  the  author  says 
future  regulatory  actions  must  be  care- 
fully scrutinized  to  determine  their 
actual  costs. 

pages  112     paperback,  $3.00 


American  Enterprise  Institute 
for  Public  Policy  Research 
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Will  The  Rabbit  Save 
The  Beetle? 


Volkswagen  is  praying 
its  Rabbits  will  multiply. 
They  face  tough 
competition  from  Japan, 
Detroit— and 
the  dollar. 


"Happy  days  are  here  again,"  blares 
Volkswagen's  new  tuneful  commer- 
cials. But  who  does  the  beleaguered 
German  automaker  think  it's  kidding? 
In  part  because  it  is  losing  money 
on  every  Beetle  it  sells  here,  parent 
Volkswagenwerk  is  about  to  report  its 
first  annual  loss,  around  $200  million, 
since  World  War  II.  (But  its  new 
line  of  cars  is  selling  well  in  Eu- 
rope, as  is  the  stock,  up  from  a  low 
of  68  deutsche  marks  in  July  1974 
to  1 15  at  the  end  of  March. ) 

The  big  problem  is  the  sinking  dol- 
lar. The  lower  the  doDar  falls  in  re- 
lation to  the  deutsche  mark,  the  more 
VW  must  ask  for  its  cars.  Since  VW's 
banner  year  of  1970,  when  570,000 
units  were  sold,  the  Beetle's  selling 
price  has  risen  60%,  to  around  $2,900, 
and  its  share  of  the  U.S.  market  has 
dropped  more  than  one-third,  to  3.8%. 
This  year,  Volkswagen  stands  to  sur- 
render more  than  half  of  that  reduced 
market  share. 

So  why  are  the  boys  at  Volkswagen 
of  America  singing  about  "happy 
days"?  Are  they  bugsville  over  the 
Beetle's  collapse? 

Not  at  all.  They  are  singing  the 
praises  of  their  new  entry  in  the  $7- 
billion  compact-car  sweepstakes,  the 
Rabbit.  The  Rabbit  has  already  made 
great  strides  in  Germany,  where  it 
accounts  for  36%  of  total  VW  sales. 
Despite  the  paralyzing  economy  and 
entrenched  competitors  from  Japan 
and  Detroit,  VW  says  it  will  sell 
140,000  Rabbits  in  the  U.S.  this  year, 
or  nearly  half  the  total  units  it  sold 
here  last  year. 

The  Rabbit's  early  sales,  among  the 
imports,  are  impressive.  During  Feb- 
ruary VW  sold  10,995  Rabbits,  com- 
pared with  10,612  Beetles  and  about 
8,000  Datsun  B  210s.  General  Motors 
sold  29,235  Vegas. 

Volkswagen    of   America    President 


J.  Stuart  Perkins,  who  normally  main- 
tains his  characteristic  Englishman's 
cool,  can't  help  gushing  over  and  over: 
"The  Rabbit  is  fun  to  drive.  It  sounds 
like  a  sales  pitch,  but  it  is  fun  to 
drive."  Car  magazine  writers  agree. 

The  square-nosed  Rabbit  is  no  slug- 
gish Beede.  In  fact,  you  could  say  it 
is  as  quick  as  a  bunny.  It  goes  from 
zero  to  50  mph  in  just  eight  seconds, 
yet  it  gets  38  miles  per  gallon  on  the 
open  road.  And  because  its  water- 
cooled  engine  is  mounted  sideways 
in  front  of  the  driver,  the  1,800-pound 
Rabbit  provides  more  interior  and 
luggage  space  than  the  old  Beetle 
and  such  comparable  competitors  as 
Ford's  Mustang  and  Chevrolet's  Vega 
Hatchback. 

The  Rabbit's  current  base  price  is 
$3,000,  a  little  more  expensive  than 
the  Toyota  Corolla  ($2,711),  the 
Vega  ($2,799)  and  Ford's  Pinto 
($2,769),  but  less  than  the  Mustang 
( $3,529)  and  the  Hornet  ( $3,074) . 

But  like  its  brother  Beetle,  a  lot 
of  the  Rabbit's  success  depends  on 
the  dollar.  When  asked  whether  VW 
was  making  money  on  the  Rabbit, 
Perkins  hesitated  and  stammered  be 
tore  saying:  "I  think  we're  doing  all 
right  .  .  .  but  a  lot  depends  on  where 
the  dollar  stands  in  relation  to  the 
D-mark."  Recently  the  exchange  rate 
was  2.35  D-marks  to  each  dollar,  still 
well  below  the  2.60  rate  thai  VW 
would  consider  healthy. 

If  the  dollar  behaves  like  the  Con 
federacy  and   fails   to   rise   again,   all 
the  Rabbits  in  bunnyland  won't  help 
to  get  VW  back  in  the  black. 

However,  for  what  it's  worth,  re- 
spected economists  are  predicting  the 
dollar's  comeback  (Forbes,  Mar.  15). 
In  the  meantime,  Perkins  and  tin 
other  executives  in  the  VW  hutch  .n« 
praying  that  their  Rabbits  will  do  what 
rabbits  do  naturally—  innltipK     ■ 
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Member  FD I  < 


When  the  economy  is  switching  direction,  managing 
your  trust  portf  0H0  can  be  a  risky  business. 
A  well-thought-out  investment  strategy,  however, 
can  reduce  the  hazard. 

Who  can  help  you  develop  that  strategy? 

Irving  Trust  Company. 

Where  there's  more  to  banking  than  just  money. 


Irving  Trust    A  Charter 
Company        New  York  Bank 


Number  One  Wall  Street 


Spreading  Its  Wings 


United  Aircraft  has  just  become  United  Technologies. 
What's  in  a  name  change?  In  this  case,  plenty. 


lomeration  is  out  of  fashion, 
but  that  isn't  stopping  Harry  Gray, 
{  nited  Aircraft's  chairman  and  presi- 
dent. At  the  very  moment  when 
United  is  riding  high  in  its  basic  air- 
craft engine  business,  Gray  is  busily 
searching  for  major  acquisitions  out- 
side of  the  aerospace  field. 

Make  no  mistake,  however.  The  di- 
versification is  no  act  of  desperation. 
United  is  dealing  from  strength.  Its 
Pratt  &  Whitney  division  currently  has 
a  pocketful  of  engine  contracts:  for 
General  Dynamics'  F-lll;  Grumman's 
F-14A;  McDonnell  Douglas'  F-15. 
Early  this  year  it  picked  up  General 
Dynamics'  YF-16.  With  the  NATO 
countries  apparently  picking  the  YF-16 
instead   of   France's    Mirage   as   their 

School  For  Activists 


•**• 


lightweight  fighter,  Pratt  &  Whitney- 
engines  could  completely  dominate 
the  high-performance  fighter  market 
for  15  or  20  years.  P&W  also  supplies 
engines  for  the  Boeing  707,  727,  737, 
747  and  for  the  DC-8  and  DC-9  com- 
mercial planes.  United's  main  U.S. 
competitor  is  General  Electric;  GE 
makes  commercial  engines  mostly  for 
the  A-300  airbus  and  the  DC- 10. 

All  this  is  starting  to  show  on  Unit- 
ed's bottom  line.  Last  year's  primary 
earnings  were  $6.62  a  share,  up  20% 
from  the  year  before.  (Fully  diluted 
earnings  were  only  $4.99,  but  with 
the  stock  selling  at  about  87%  of  book 
value,  dilution  is  at  best  a  distant 
prospect. )  This  year-  should  be  at 
least    as    good,    what    with    backlogs 


high.  In  spite  of  the  slump  in  airliner 
sales,  Pratt  &  Whitney,  with  the  lion's 
share  of  the  business,  continues  to  do 
well.  If  the  slump  turns  to  boom,  as 
is  expected,  P&W  will  take  off. 

So,  why  is  Harry  Gray  busy  diver- 
sifying? Essentially  because  that  was 
why  the  United  board  hired  him  in 
1971  to  succeed  the  company's  about- 
to-retire  chairman  and  president. 
United  may  dominate  its  field,  but  re- 
taining this  dominance  against  chal- 
lenges from  GE  at  home  and  Rolls- 
Royce  abroad  is  not  easy.  It  requires 
huge  sums  of  development  money.  It 
involves  occasional  heavy  losses,  as  in 
1971  when  write-offs  put  the  compa- 
ny in  the  red,  virtually  canceling  the 
profits  of  the  previous  year. 


The  Hallowed  Halls  of  Litton 


United  ( Aircraft )  Technologies' 
boss  Harry  Gray  is  a  LIDO,  or  Litton 
Industries  Drop  Out.  (He  was  No. 
Three  man  when  he  left  in  1971.) 
Litton,  you'll  recall,  was  widely  con- 
sidered to  be  a  trade  school  for  con- 
glomerateurs.  Executives  would  stoke 
up  on  Litton's  "management  philoso- 
phy"—spelled  a-c-q-u-i-s-i-t-i-o-n— and 
then  go  into  the  world  to  practice. 

But  as  often  happens,  the  real  ed- 
ucation began  only  after  they  left  the 
neoclassic-style  school,  complete  with 
Greek  columns,  in  Beverly  Hills.  Grad- 
uates are  sometimes  successful,  some- 
times they  are  not.  But  they  are  rare- 
ly dull. 

LIDO  Fred  Sullivan  had  record 
earnings  last  year,  but  he  is  still  try- 
ing to  unload  U.S.  Lines,  the  lemon 
he  bought  as  chief  executive  for  Wal- 
ter Kidde  in  1969.  Fellow  LIDO  Rus- 
sell McFall,  after  more  than  a  decade 
of  modernizing  Western  Union,  last 
summer  swallowed  a  huge  $28.5-mil- 
lion  write-off  on  subsidiary  GiftAmer- 
ica,  Inc.  He's  still  looking  for  a  buy- 
er, too. 

LIDO  Henry  Singleton,  who  quit 
to  found  Teledyne  Inc.,  is  suffering 
as  the  insurance  companies  he  clever- 
ly bought  in  the  late  Sixties  have 
turned  into  profit-eaters.  The  compa- 
ny's fourth-quarter  loss  was  $16.9 
million  on  sales  of  $440.2  million. 

LIDO  Frank  Moothart  rose  to  vice 
president  and  treasurer  at  Republic 
Corp.  before  that  jerry-built  con- 
glomerate came  apart  in  1970.  "I  had 
a  fantastic  three  years  at  Republic 
before  things  got  a  little  tight,"  says 
Moothart,   "and  a  fanastic  five  years 


at  Litton  before  things  got  a  little 
tight  there."  Moothart  is  now  work- 
ing for  LIDO  George  Scharffenberg- 
er  at  City  Investing,  where  things  are 
getting— yes— a  little  tight. 

LIDO  Seymour  Rosenberg  hasn't 
been  as  lucky.  Since  Mattel  lost  con- 
trol of  itself  in  1972  and  began  three 
years  of  losses  (he  was  chief  finan- 
cial officer  and  diversifier,  and  many 
people  lay  the  blame  for  the  Mattel 
fiasco  squarely  at  his  door),  the  51- 
year-old  Rosenberg  has  been  doing 
sporadic  consulting  jobs. 

LIDO  Ellis  B.  Gardner  Jr.  pulled 
a  switch,  bailing  out  of  a  Litton  di- 
saster in  shipbuilding  in  order  to  at- 
tempt the  rescue  of  American  Ex- 
port Industries. 

But  for  sheer  deficits,  nobody  can 
hold  a  candle  to  the  ultimate  LIDO, 
former  Litton  President  Roy  Ash,  dur- 
ing whose  tenure  as  director  of  the 
Office  of  Management  &  Budget  fed- 
eral debts  soared  $43.6  billion,  to 
$505.5  billion.  A  Litton  founder,  Ash 
has  now  retired.  After  his  government 
hitch,  he  rightly  says,  "Anything  else 
would  be  anticlimactic." 

There  are  other  LIDOs  on  whom 
the  verdict  is  not  in:  for  instance, 
Orion  Hoch  at  Advanced  Memory 
Systems.  William  McKenna  didn't  last 
long  at  Hunt  Foods  after  Norton  Si 
mon  acquired  it,  but  now  he  has  a 
second  chance  as  Technicolor's  boss. 

You  can't  say  that  everything 
LIDOs  touch  turns  to  gold,  but  this 
you  must  concede:  Every  one  of  them 
is  an  activist,  and  activism  max  1>< 
just  what  venerable  United  (Aircraft  I 
Technologies  needs  at  this  junctuu 
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WHEREVER  IN  THE  WORLD  YOU  DO  BUSINESS 
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LONG  DISTANCE  IS  THE  NEXT  BEST 
THING  TO  BEING  THERE. 


Connecticut 

State  of  the  art. 

Nowhere  else  in  the  United  States  will  you  find  an  industrial  capa- 
bility quite  like  Connecticut's.  Here,  "aerospace-quality"  labor 
and  precision  subcontractors  constantly  advance  the  state  of 
the  art  in  scores  of  highly  complex  industries.  Coupled  with  low- 
cost  financing  and  profit-minded  tax  incentives,  this  capability 
makes  Connecticut  the  prime  location  for  manufacturers  Read 
the  facts  in  "Connecticut's  Locational  Advantages."  Contact,  in 
confidence.  Edward  J.  Stockton  Commissioner  Connecticut 
Department  of  Commerce.  Suite  .  AAyyerTin  IT 
312.  210  Washington  St..  Hartford.  iAJNN fc U IUU I 

CT  061 06  Tel:  (203)  566-7020.  SO  MUCh    SO  near 


"Savor  it  in  sips... 

it  provides  brighteners 

for  many  a  day." 

R.  H.  Herzog 
President,  3M  Company 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 

for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 

(New  York  State  residents,  add  4%-8%  for  sales  tax:  New  York  City,  8%) 


Moreover,  United  sees  its  technolo- 
gy as  opening  up  new  fields,  such  as 
fuel  cells,  industrial  gas  turbines  and 
automotive  diagnostics.  But  all  this 
will  take  money.  United  needs  cash 
flow  over  and  above  what  the  basic 
engine  business  can  provide. 

Gray  was  scarcely  settled  into  his 
early  .Sixties-style  office  overlooking 
^he  parking  lot  in  East  Hartford. 
Conn.,  before  he  was  talking  merger 
with  the  Signal  Cos.;  the  deal  fell 
through  over  the  price  Signal  want- 
ed for  its  oil  properties.  (Signal  later 
sold  to  Britain's  Burmah  Oil  at  a  price 
Binmah  finally  couldn't  afford. ) 

On  the  bounce  from  that  deal, 
Gray  picked  up  Essex  International, 
a  huge  (sales  were  just  short  of  $1 
billion  last  year)  manufacturer  of  wire 
products.  A  few  months  later  Gray 
was  battling  with  International  Nickel 
for  control  of  ESB  Corp.;  again  Gray 
was  edged  out,  but  only  after  Into 
paid  a  very  stiff  price. 

Into  The  Wild  Gray  Yonder 

With  its  engine  business  flourishing 
and  with  Essex  doing  well,  United  is 
already  a  $3-billion  company,  and  ran 
a  cash  flow  last  year  of  close  to  $183 
million.  Gray  is  far  from  sated,  how- 
ever. He  is  still  actively  looking.  The 
problem  is  that  he  doesn't  want  just 
bits  and  pieces.  "We  have  a  tendency 
to  look  at  larger  businesses  when  we 
think  of  diversification,"  he  says.  Nor 
does  he  want  companies  that  require 
large  amounts  of  capital;  United  has 
too  much  of  that  already.  Likely  can- 
didates: communications  or  electron- 
ics companies  or  manufacurers  <>! 
utility  gear— a  business  where  United 
has  large  ambitions.  Straw  in  the 
wind:  Early  last  month  the  board  ap- 
proved a  new  corporate  name:  United 
Technologies  Corp. 

It  would  be  surprising  if  Gray  fails 
to  make  a  major  move  fairly  soon; 
the  Essex  acquisition  is  already  a  year 
old.  Gray  would  be  unlikely  to  use 
common  stock  for  his  acquiring:  With 
its  stock  at  six  times  earnings  and 
about  87%  of  book  value,  acquisition 
via  equity  would  simply  be  too  ex- 
pensive. But  never  mind.  A  convertible 
preferred  or  debenture  would  he  one 
alternative;  that's  how  United  paid  loi 
Essex.  Besides,  United  Technologies 
has  plenty  of  cash  and  plenty  ol  bor 
rowing  power.  There  is  no  short  term 
del)!    to   speak   of.    After   adding   $200 

million  to  long-term  debt  this  month 
(  it    will   stand  at   a   modest    Sill    mil 
lion,  against  total  assets  ol   $2  billion  >. 

tinted  will  look  positheh  muscular: 
$317  million  in  cash  and  S(>2">  mil 
lion  in  bank  lines. 

It  makes  sense:  The  lime  to  dneisi 
l\  is  when  you  are  doing  well,  not 
w  lien  yOU  are  doing  badly.    ■ 
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Comfortable  Communists 

The  Communists  of  Italy  seem  more  an 
anachronism  than  a  menace,  but  don't  be  deceived. 


Bologna,  a  city  of  colonnaded  streets 
and  fine  Italian  Renaissance  architec- 
ture, sits  today  in  the  middle  of  a 
prosperous  region  of  small  to  medium- 
sized  industry  (mostly  textiles  and  ap- 
parel, machinery  building  and  food 
processing)  and  agriculture.  This 
makes  it  typical  of  Italy,  where  well 
over  80%  of  the  work  force  is  em- 
ployed in  firms  with  fewer  than  500 
employees.  (In  the  U.S.  by  contrast, 
only  51%  work  for  small  companies.) 
The  big  companies  of  the  Italian  eco- 
nomic miracle— Fiat,  Montecatini  Ed- 
ison, Snia  Viscosa  and  the  state  oil 
combine,  Ente  Nazionale  Idrocar- 
buri  (  Forbes,  Apr.  1 )  —are  the  ex- 
ception in   Italy,  not  the  rule. 

But  what  is  not  typical  of  Bologna 
is  its  government.  Since  1945,  Bo- 
logna has  had  a  Communist  mayor 
and  a  Communist  city  council.  The 
administration  there  is  held  up  as  a 
model  of  how  the  Communist  Party 
can  run  a  town  efficiently  and  at  the 


same  time  behave  in  a  relatively  dem- 
ocratic way.  Bologna  is  a  far  cry  from, 
say,  Portugal,  where  the  Communists 
are  throwing  their  new  weight  around 
in  such  a  way  that  the  survival  of 
the  infant  Portuguese  democracy  is 
in  serious  doubt.  Bologna  is  run  in 
nothing  like  the  repressive  manner 
that  characterizes  most  of  Eastern  Eu- 
rope. Italy  being  Italy,  and  most 
Western  European  Communist  par- 
ties having  come  a  long  way  from 
their  bomb-heaving  days,  the  Bo- 
lognese  Communist  administration 
has  been  remarkably  conservative— in 
some  ways  you  might  even  call  it 
reactionary. 

Take  the  matter  of  population.  Bo- 
logna's population  is  485,000.  It  has 
been  485,000  for  the  last  ten  years. 
That  is  important.  The  problems  of 
Italy's  industrial  cities— like  Turin, 
home  of  Fiat,  and  Milan  and  Genoa- 
is  that  in  the  1950s  and  1960s  they 
took  in  most  of  the  6  million  Italian 


* . 


^ 
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Seeirfg  Red.  Communists  like 
Bologna  Mayor  Renato 
Zangheri  (upper  right),  its  city 
council  and  young  party  work- 
ers run  the  city  fairly  efficient- 
ly. The  Communists  in  Italy 
enjoy  a  reputation  for  honesty 
in  a  country  where  political 
corruption  is  a  national  curse. 
The  party's  appeal  is  strength- 
ened, reports  an  American 
diplomat,  because  it  is  the 
one  political  party  that  a  young 
factory  worker  can  join  and  by 
hard  work  rise  to  be  a  mayor 
or  other  municipal  official. 
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migrants  who  flooded  up  from  the  de- 
pressed southern  provinces  in  search 
of  jobs,  wages  and  a  better  life.  Those 
cities  now  must  live  with  the  prob- 
lems of  coping  with  that  migration, 
which  impacted  existing  housing, 
schools,  hospitals,  transport  and  oth- 
er social  facilities.  Bologna's  Commu- 
nists, however,  played  it  differently. 
Theirs  has  been  a  policy  of  Bologna- 
for-the-Bolognese. 

Between  1951  and  1964  Bologna's 
population  rose  from  350,000  to 
485,000.  The  new  residents  did  not 
come  from  the  south  but  from  the  hill 
farms  of  the  surrounding  region,  es- 
pecially from  the  southern  bank  of 
the  Po  River,  which  forms  the  north- 
ern boundary  of  Emilia  Romagna.  In 
1964  Bologna  simply  called  a  halt. 
The  Communist  Party,  to  prove  its 
democratic  principles,  had  broken  the 
city  into  18  districts,  giving  a  political 
voice  to  18  district  councils.  By  law, 
the  district  council  leadership  had  to 
reflect  the  political  coloration  of  the 
city  government  though— which  meant 
Communist.  "When  it  came  to  dis- 
cussing development  and  growth," 
says  Pierluigi  Cervelatti,  who  is  the 
deputy  director  of  planning,  "the 
districts   decided   that   the   city   must 


Women  workers  on  the  farm  coops 
that  predated  the  Communists  in  Bo- 
logna's fertile  Emilia  Romagna  region. 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•  •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505—623-0507 


DO-IT-YOURSELF 

ROOF   SPRAY   HELPS 

FIGHT  RECESSION 


Rather  than  lay  off  valued  employees  and  pos- 
sibly lose  them  forever,  let  them  do  your 
roofing  this  year  with  the  Randustrial®  Do-lt- 
Yourself  Roof  Spray  Process.  We  supply  the 
know-how  and  equipment  at  no  charge.  Your 
men  do  the  work  and  achieve  professional 
results.  Costly  contractors  are  eliminated. 
Inquire  today  for  full  details  and  your  copy  of 
our  new  64  page  1975  Roofing  and  Mainte- 
nance Catalog. 

□  Full  details  on  Roof  Spray  Process 

□  FREE  64  page  Maintenance  Catalog 

NAME 

TITLE  . 


COMPANY. 
ADDRESS. 
CITY 


STATE,  ZIP 
TEL.  NO 


13306  Union  Ave./Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


stay     as     it     was."     And     so     it     did. 

Either  because  of  its  political  color- 
ation or  desire,  Bologna  and  Emilia 
Romagna  attracted  remarkably  little 
of  the  big  industry  of  Italy  during 
the  years  of  the  economic  miracle. 
"We  had  that  desire,  for  big  industry, 
as  Communists  when  we  thought  the 
quality  of  a  city  was  linked  with  the 
quantity  of  expansion  of  a  city.  We 
have  not  that  desire  any  longer,"  says 
Cervelatti.  But  what  of  the  people  up 
along  the  Po  River,  on  the  hill  farms? 
"They  must  stay  in  the  countryside," 
answers  Cervelatti.  "We  are  attempt- 
ing to  develop  the  hill  farms,  the 
region  is  investing  money.  But  they 
must  stay  in  the  hills;  the  people  must 
not  go  to  the  cities."  A  no-growth 
economic  philosophy  from  Commu- 
nists? The  Italian  Communists  are 
nothing  if  not  good  politicians.  Better 
politicians  than  Communists,  perhaps. 

The  intention  then  is  to  retain  in 
this  part  of  Italy  the  small  and  medi- 
um-sized industry  it  has  always  had. 
The  region  is  traditionally  a  center  for 
agricultural  and  industrial  coopera- 
tives; its  private  apparel  industry  is 
the  real  high-fashion— and  high-priced 
—end  of  Italian  clothing.  Readers  in 
the  apparel  trade  will  recognize  such 
names  as  Pancaldi  in  shirts  and  Tes- 
toni  in  shoes.  But  Emilia  Romagna 
and  Bologna  are  no  strangers  to  Italy's 
20%-plus  inflation,  to  say  nothing  of 
the  rising  wages  won  by  the  powerful 
labor  unions  who  are  ever  in  the 
minds  of  Bologna's  ruling  party.  How 
can  such  small  industry  survive? 

One  way  is  on  soft  loans,  as  ex- 
plained to  us  by  Vitaliano  Neri  of 
Unipol,  an  insurance  company  owned 
by  the  cooperative  movement  and  the 
major  labor  unions— the  Marxist  ones, 
that  is.  Unipol  is  a  fire  and  casualty 
company  with  a  life  insurance  sub- 
sidiary. It  lends  to  cooperatives  and 
finances  labor  union  buildings.  The 
trade  union  organizations  for  small 
and  medium-sized  industries,  says 
Neri,  "decide  in  close  collaboration 
with  the  region  who  gets  investment 
at  a  particular  rate  of  interest.  The 
banks  are  then  requested  by  the  re- 
gion to  make  soft  loans  to  these  com- 
panies, and  the  region  pays  the  dif- 
ference." How  much  of  an  interest- 
rate  differential?  "Five  percent  differ- 
ence from  market,"  says  Neri,  giving 
an  idea  of  the  kind  of  terms  the  re- 
gional Communists  can  throw  your 
way  if  you  cooperate  with  them  and 
with  the  labor  unions.  (If  you  don't 
cooperate,  you  can  pay  18%,  or  what- 
ever happens  to  be  the  going  rate  at 
the  moment  in  Italy.  You  might 
have  labor  problems  on  top  of  that.) 
Two  questions:  Would  big  industry 
submit  to  such  a  protection  racket? 
And  is  that  the  reason  why  the  Com- 


munists denounce  the  multinationals? 

But  hold  on.  Where  does  the  re- 
gional government  get  the  money? 
Where  does  Bologna  get  its  money? 
Granted  prosperous  Bologna  has  no 
unemployment  and  no  welfare  rolls. 
But  it  does  have  more  green  or  open 
spaces  per  citizen  than  other  Italian 
cities,  and  public  transport  (buses)  is 
free  during  rush  hours.  Who  pays  for 
all  this?  Rome  pays  for  all  that. 

The  cities  of  Italy  are  not  fiscally 
autonomous,  nor  are  the  regions.  The 
central  government  collects  all  the 
taxes,  and  funds  cities  and  regions  in 
response  to  budget  requests  and  fi- 
nancial plans.  Those  taxes  are  mainly 
personal  income,  a  30%  business  in- 
come tax,  a  14%  local  income  tax  on 
business  and  self-employed  persons 
and— the  real  gusher— the  value  add- 
ed tax.  But  the  delay  in  getting 
the  actual  money  back  to  the  cities 
in  response  to  budget  requests  can 
be  up  to  two  years,  given  Italy's  ex- 
tremely ponderous  and  inefficient  bu- 
reaucracy. Meanwhile  the  cities  bor- 
row: "The  total  debt  of  cities  in  Ita- 
ly is  $30  billion,"  thunders  Bologna's 
Deputy  Budget  Director  Armando 
Sarti,  a  Communist,  of  course.  Sarti 
says  that  Bologna's  annual  budget  of 
$230  million  is  half  income  and  half 
debt.  But  all  he  would  change  if  his 
party  got  in  power,  he  says,  is  the 
practice  of  sending  all  the  money  to 
Rome  to  start  with;  30%  should  stay 
in  Bologna. 

The  Great  Gulf 

Yet  this  is  but  another  variation 
on  the  theme  of  "take-care-of-our- 
own-first"  which  is  becoming  the  spir- 
it of  the  north  in  Italy— and  of  many 
other  places  throughout  Europe.  Italy 
is  truly  two  countries:  the  traditional- 
ly industrious  north  and  the  Mezzo- 
giorno,  less  a  region  than  a  combina- 
tion of  many  regions,  including  the 
area  south  and  west  of  Rome  and 
then  everything  from  Naples  down, 
including  the  islands  of  Sicily  and 
Sardinia.  For  all  their  preaching  of 
economic  equality,  Bologna's  Commu- 
nists dare  not  buck  the  northerners' 
unwillingness  to  subsidize  the  south. 

The  Mezzogiorno  contains  20  mil- 
lion of  Italy's  60  million  people.  All 
of  it  is  poor.  It  is  from  the  Mezzo- 
giomo  regions  that  most  of  the  Ital- 
ian immigrants  to  the  U.S.  came,  jus! 
as  it  was  from  poor  or  persecuted 
towns  of  Ireland,  Poland,  Hnssia.  I, at 
in  America,  China  .  .  .  the  list  goes 
On.  One  does  not  leave  .i  place  where 
conditions   are   good,   alter   all.    It    WBS 

from  the  Mezzogiorno  that  the  peo- 
ple went  north  in  Italy,  seeking  work, 
The  Italian  government  has  had  since 
World  War  II  a  financing  scheme  I" 
encourage  industry  to  build  plants  In 
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How  would  you 

like  to  have  an  expert  working  for  you 

who's  not  on  your  payroll? 


The  expert  can  be  the  Metro- 
politan Claims  Consultant  working 
in  your  behalf  as  part  of  the  team 
responsible  for  helping  to  control 
your  claims  costs. 

Here  are  some  of  the  Claims 
Consultant's  functions: 

Making  sure  your  staff  people 
understand  the  claims  administration 
of  your  program. 

Helping  make  the  claims  proce- 
dures clear  to  your  employees  so  they 
will  appreciate  the  coverage  you're 
providing. 


Making  certain  there's  always 
a  live  line  of  communication  with  the 
local  medical  people. 

Helping  do  public  relations  with 
local  medical  societies  and  hospital 
committees. 

Summed  up,  this  experienced 
man  or  woman  brings  to  bear  matur- 
ity, know-how  and  compassion  in 
maintaining  the  benefit  pattern 
established  by  you  and  implemented 
by  Metropolitan. 

There  is  also  another  expert 
working  for  you,  who  knows  and 


understands  the  problems  of  your 
company  and  your  industry  —  a 
person  you'll  get  to  know  well, 
your  Metropolitan  Life  account 
executive. 

And  any  special  help  you  need 
is  there  for  the  asking. 

This  is  just  one  more  plus  you 
receive  when  you  place  your  Group 
Insurance  Plan  with  Metropolitan. 

SS  Metropolitan  Life 

Where  the  future  is  now 
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In  its  first 

$1  billion  year 

Increased 

Return  on  Stockholder 

Equity  to  18.2%, 

up  from  10.4% 

Return  on  Total  Assets 
to  7.5%,  up  from  4.1% 

Return  on  Sales  to  4.8%, 
up  from  3.1% 


For  the  Seventh 
Straight  Year 
We  Increased 
Earnings  Per  Share, 
Net  Income 
and  Revenues 
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749  824     659  246 
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equity 

306  765     259  354 

18 

Weve  been  in  retailing  and  asset 
management,  in  hospitality  and 
food  processing  for  more  than 
125  years,  first  in  Hawaii,  then  in 
the  American  West,  too 

For  additional  information  about 
this  growing  consumer  service 
company  write: 

Amfac,  Inc. 

Department  104 
PO  Box  3230 
Honolulu.  Hawaii  96801 
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Serving  People  in  (he  U  S   and  the  Pacific  Basin 


the  south,  to  develop  the  area  eco- 
nomically. But  progress  has  been 
painfully  slow. 

Developing  the  south  has  now  be- 
come the  rallying  cry  of  the  labor 
unions.  This  is  not  quite  as  idealistic 
as  it  may  sound.  Translated,  that  ral- 
lying cry  says:  "Keep  them  down 
there,  don't  let  them  come  up  here." 
The  Communists  of  Bologna  are  the 
most  vocal  in  this.  These  comfortable 
Communists  of  Bologna  are  doing  the 
same  thing  right  in  their  home  ter- 
ritory with  the  hill  farmers  of  the  Po. 
Where  in  all  this  is  the  brotherhood 
of  the  proletariat? 

However,  the  world  is  a  moving 
place,  and  there  is  no  way  that  small 
and  medium-sized  industry  can  pro- 
duce things  like  chemicals,  automo- 
biles, tractors  or  even  clothing  as  eco- 
nomically as  large  plants.  On  top  of 
that,  Italy  must  export,  and  does  ex- 
port quite  well.  Under  the  burden 
of  a  S5-billion  oil  deficit,  it  ran  a 
huge  balance-of-payments  deficit  last 
year.  But  this  year  it  will  have  a 
nonoil  surplus,  and,  in  fact,  the  coun- 
try was  in  surplus  nine  out  of  ten 
years  before  the  oil  crisis.  What  is 
the  Communists'  answer  to  the  need 
to  export,  to  compete  in  the  world, 
the  multinational  world— to  use  a  word 
that  makes  them  see  red? 

Listen  to  a  young  Communist  econ- 
omist named  Piero  Formica,  who 
works  for  the  recently  organized 
Emilia  Romagna  Economic  Develop- 
ment Agency.  "Italian  economic 
growth  has  been  export  led.  This  re- 
gion has  a  dependence  on  foreign 
countries.  But  we  must  stress  now 
the  growth  of  social  demand.  We  can 
have  domestic  self-sustained  growth 
through  soeial  demand.  We  can  de- 
velop electronic  machinery  for  hos- 
pitals, for  education,  for  the  needs 
of  old  people.  We  don't  think  the 
best  solution  for  Italy  is  export-led 
growth."  In  short,  let's  produce  For 
our  own  needs,  not  for  export. 

Formica  argues  that  the  theory  of 
big  enterprises  leading  to  lower  unit 
costs  is  not  valid  for  all  countries, 
that  it  depends  on  the  structure  of 
the  labor  force  and  the  thinking  of 
the  people.  To  achieve  needed  econ- 
omies of  scale  in  purchasing  and  mar- 
keting, he  envisions  Emilia  Romagna 
forming  large  cooperative  ventures, 
like  Japanese  trading  companies.  Bo- 
logna's Luigi  Cervelatti  offers  the  idea 
that  the  city's  famed  university— Eu- 
rope's oldest— can  contribute  research. 
Clearly,  though,  the  Communists  are 
warding  off  not  the  future,  but  the 
realities  of  the  present.  Their  pro- 
fessed vision  for  Italy  and  for  Europe 
is  as  a  neutral  between  the  two  big 
powerr.  "The  Soviet  Union  and  the 
U.S.,  they  have  no  meaning  for  Italy, 


for  Europe,"  said  Francesco  Bondioli. 
a  Bolognese  Communist  official.  It  is 
significant  that  he  included  the  So- 
viet Union  among  the  places  Bologna's 
Communists  do  not  want  to  emulate. 

Bologna's  "I'm -all-right- Jack"  atti- 
tude is  a  far  cry  from  the  traditional 
Communist's  professed  concern  for 
the  downtrodden.  But  it  typifies  the 
jnood  that  is  prevalent  in  Europe 
these  days. 

The  postwar  migration  of  workers 
from  poorer  lands  like  Greece,  Tur- 
key, Yugoslavia,  Spain,  Italy  and 
North  Africa  to  the  factories  of  Ger- 
many and  France  is  over  now.  The 
foreigners  are  not  wanted;  they  were 
becoming  a  problem.  British  trade 
unionists  complain  about  the  Common 
Market  being  nothing  but  a  competi- 
tive businessman's  club  and  want 
Britain  to  leave.  Almost  all  Europeans 
envy  fortunate  Norway,  where  4  mil- 
lion people  can  look  to  billions  of  dol- 
lars worth  of  oil  to  keep  them  warm 
and  comfy. 

The  Bear's  Tread? 

Is  there  no  threat  to  a  comfortable 
existence  for  the  fortunate?  Well,  per- 
haps there  is:  Alexander  Shelepin, 
now  chairman  of  the  Soviet  Union's 
central  labor  union  organization  and 
former  head  of  its  secret  police,  re- 
cently gave  an  interview  to  the  Italian 
magazine  L'Espresso  in  which  he  said 
that  since  the  proposed  economic  co- 
operation between  the  U.S.  and  the 
l.S.S.R.  was  somewhat  of  a  dead 
letter,  the  Soviet  Union  wished  to 
further  its  economic  cooperation  with 
Western  Europe.  Together,  he  said, 
the  U.S.S.R.  and  the  European  na- 
tions could  develop  technology  and 
products  leading  to  a  "raising  of  the 
standard  of  living  in  those  capitalist 
countries,  especially  at  the  level  of  the 
workers."  Mr.  Shelepin  appeared  at  a 
meeting  of  trade  unions  in  Britain  this 
month. 

Of  course,  the  men  running  Bologna 
would  not  concede  that  such  frater- 
nal solicitude  from  Brother  Shelepin  is 
a  threat.  But,  of  course,  it  is  a  threat. 

For  the  Communists  are  one  thing 
when  they  must  hang  on  to  power  in 
a  democratic  system  and  quite  an- 
other when  they  are  in  full,  central- 
ized control.  If  the  Communists  of 
Bologna  stay  in  power,  it  is  because 
they  cater  to  the  desire  of  the  voters 
to  remain  as  far  as  possible  insulated 
from  the  problems  of  less  fortunate 
areas  and  from  the  problems  of  biu- 
ness.  It's  not  that  the  Bolognese  Com 
munists  have  changed  their  spots.  It's 
just  that  they  understand  that— short 
of  violent  revolution— there  is  no  waj 
for  them  to  gain  power  and  keep  it 
without  compromising  traditional 
Communist  goals  and  methods.    ■ 
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x>  Who  should  know  more  about  a 
bank's  stock  than  all  the  other  banks? 


Technology:  Sputnik] 

and  world  peace. 


The  era  of  American  technological  innocence  ended 
abruptly  on  October  4,  1957  when  the  Soviet  Union 
launched  the  first  earth  satellite,  Sputnik  I. 

The  insistent  beeping  of  that  184-pound  space 
package  had  a  traumatic  impact  on  the  national 
psyche.  Suddenly  the  country  was  forced  to  concede 
that  it  had  no  monopoly  on  technical  talent,  and  it 
began  a  mobilization  of  resources  to  meet  the  thrust 
of  scientific  innovations  from  other  shores.  "A  man 
on  the  moon  by  1970,"  President  John  F.  Kennedy 
promised,  and  the  realization  of  that  objective  helped 
restore  the  nation's  wounded  pride. 

But  the  importance  of  technological  advance  in 
the  U.S.  and  throughout  the  world  far  transcends  the 
matter  of  national  pride. 

The  implications  of  technological  advance. 

Today  technology  has  become  the  preferred  currency 
of  foreign  affairs.  It  is  the  bedrock  of  detente  with  the 
Soviet  Union,  improved  relationships  with  China  and 
our  ability  to  dilute  issues  in  the  Middle  East.  Tech- 
nological politics  is  replacing  geopolitics.  Today  na- 
tions begin  to  eye  a  technological,  not  a  geographical, 
"heartland." 

The  significance  of  these  revaluations  is  that  to- 
morrow's security  need  not  come  from  mutual  fear  of 
MIRVs  and  ICBMs,  but  rather  from  dependence  of 
each  country  on  the  other's  technological  resources 
as  well  as  natural  resources  and  markets.  The  ad- 
vance of  technology  can  help  insure  that  the  strategic 


battles  of  the  future  will  be  fought  not  with  ballistic 
missiles  or  bullets,  but  through  economic  and  tech- 
nological competition  between  nations. 

How  is  the  U.S.  doing  in  technology? 

The  latest  figures  compiled  by  the  National  Science 
Board  show  that  the  United  States  is  facing  much 
stiffer  competition  from  other  nations  of  the  world. 
Consider  these  indicators: 

1 .  The  proportion  of  the  gross  national  product  spent 
for  research  and  development  between  1963  and 
1 97 1  declined  here  but  increased  in  the  Soviet  Union, 
Japan,  and  West  Germany. 

2.  After  1967  the  Soviet  Union  surpassed  us  in  the 
proportion  of  its  population  employed  in  research 
and  development. 

3.  The  rate  of  growth  of  patentable  ideas  with  inter- 
national merit  has  been  expanding  at  a  greater  rate 
in  other  countries  than  in  the  U.S.  In  fact  our  "patent 
balance"  fell  off  40%  between  1966  and  1970. 

It  is  evident  that  the  quantity,  if  not  quality,  of  U.S. 
technological  leadership  is  being  eroded. 

How  can  this  erosion  be  stemmed? 

Several  steps  must  be  taken.  Government  must  par- 
ticipate more  meaningfully  in  technological  innova- 
tion. This  is  not  so  much  a  need  for  government 
financing  as  for  clearing  the  path  to  technological  in- 
novation. Government  should  avoid  arbitrary  and  ill- 
considered  rules,  regulations,  and  standards,  and 


We  believe  in  the  promise  of  technology. 


Technology  has  provided  the  solu- 
tions to  many  of  society's  prob- 
lems. It  is  also  often  blamed  for 
them.  Some  people  would  have 
us  believe  that  there's  too  much 
technology  today  —  that  this 
very  abundance  is  the  basis 
for  so  many  of  our  ills. 
We  believe  the  solutions 
to  problems  lie  in  the  in- 


telligent application  of  technology— that  a  misunderstand- 
ing of  technology's  role  in  man's  advancement  can  only 
lead  to  a  diminution  of  his  ability  to  provide  solutions. 

Therefore,  we're  sponsoring  a  series  of  "white  papers"  to 
foster  a  clearer  understanding  of  technology.  Excerpts 
from  the  fourth  of  these  papers  are  published  above.  II 
you'd  like  a  copy  of  the  complete  text,  please  write  Gould 
Inc.,  "Dialogue  on  Technology,"  Dept.  B-4,  8550  West 
Bryn  Mawr  Avenue,  Chicago,  Illinois  6063 1 . 


economic  chauvinism 


should  establish  incentives  for  new  businesses,  serv- 
ices, and  products. 

The  understanding  and  support  of  labor  must  be 
enlisted.  Studies  show  that  technology  has  turned  out 
to  be  the  working  man's  best  friend.  It  has  enabled  him 
to  increase  his  productivity,  and  therefore  his  income. 

The  multinational  corporation  must  be  viewed  as 
an  asset,  not  as  a  drain  on  the  economy.  Data  shows 
that  overseas  plants  have  a  decided  "pull  effect." 
They  become  markets  themselves  for  numerous  an- 
cillary products  and  components  made  domestically. 

Finally,  to  maintain  its  domestic  base,  every  com- 
pany must  advance  its  own  technology  to  bring  forth 
new  products,  services,  and  businesses. 


Progress,  yes.  Secrecy,  no. 

The  value  of  technology  and  science  on  the  interna- 
tional scene  does  not  imply  the  hoarding  of  discover- 
ies and  inventions.  There  is  much  to  learn  from 
others  in  the  world.  There  were  foreign,  not  only 
U.S.,  contributions  to  such  developments  as  the 
videotape  recorder,  the  electron  microscope,  mag- 
netic ferrite  memories,  and  the  birth  control  pill. 

Science  and  technology  are  truly  international 
endeavors,  and  knowledge  becomes  an  ever-easier 
commodity  to  transport  in  this  modern  day  of  easy 
communication  and  population  mobility. 

Economic  chauvinism  must  be  rejected. 
No  future  U.S.  president  is  likely  to  ask,  even  in  the 
privacy  of  the  Oval  Office,  "Why  should  we  be  con- 
cerned with  the  lira?"  or  the  pound,  mark,  or  yen. 
The  challenge  for  the  U.S.  is  to  direct  its  technologi- 
cal and  economic  strategies  not  toward  "beating"  one 
country  or  another,  but  toward  building  a  world 
where  nations  "do  their  thing"  in  exchange  for  what 
other  nations  can  supply  in  return. 

A  growing  emphasis  on  civilian  technology  offers 
the  hope  that  balance-of-power  relationships  based 
on  military  strength  will  be  supplanted  in  time  with 
what  the  late  industrialist  Thomas  J.  Watson,  Sr. 
called,  "World  peace  through  world  trade."  Achiev- 
ing the  goal  depends  on  inventions,  new  products, 
services,  processes,  and  marketing  skills. 

Science  and  technology  can  solve  many  problems. 
If  they  don't,  what  else  will? 


GOULD 

the  proud  inventors 


You  Can't  Take  It  With  You-But .  .  . 


Rugged  individualism  was  Jim  Copley's  creed.  It  cost  his  widow 
dearly— but  she  was  happy  to  pay  the  price. 


\  i.iwi  FLAGPOLES  mark  the  en- 
trance to  the  gleaming  new  Copley 
newspaper  building  in  San  Diego, 
Calif.  That's  patriotism,  as  seen  by 
the  late  James  S.  Copley,  chairman 
<>t  The  Copley  Press.  But  patriotism 
is  proving  expensive  to  his  heirs. 

Copley  believed  in  America— by 
which  he  meant  an  America  operat- 
ing on  the  conservative  Republican 
principles  espoused  by  his  50  news- 
papers. Going  public  or  putting  the 
papers  in  a  trust  he  didn't  entirely 
control  could  have  cut  sharply  the 
estate  taxes  now  faced  by  his  widow, 
Helen  Copley,  the  new  chairman.  But 
it  also  could  make  him  accountable  to 
outsiders  unconvinced  that  selling 
bedrock  conservatism  is  the  best  way 


to  make  a  buck.  His  insistence  on  ab- 
solute control  may  have  cost  Mrs. 
Copley  as  much  as  $16  million. 

Nevertheless,  Helen  Copley  thinks 
her  late  husband  did  right.  "I'd  rather 
get  out  of  it  completely  than  go  pub- 
lic, "  she  says  vehemently.  "You  don't 
want  outside  people  telling  you  what 
your  editorial  policy  should  be." 

Jim  Copley  died  in  1973  at  57. 
Helen  Copley  knew  she  had  to  gen- 
erate the  cash  to  pay  the  estate  taxes. 
Indeed,  she  proved  capable  of  hard 
business  decisions  her  husband  was 
never  able  to  make.  She  sold  off  (for 
oxer  $7  million)  the  financially  shaky 
Sacramento  Union,  a  pet  of  Copley 
because  its  conservatism  countered 
the   liberal   Bcc   in    the   state   capital. 


In  her  constant  travels  with 
her  late  husband  Jim  on 
Copley  Press  business, 
Iowa-born  Helen  Copley 
made  contacts  that  have 
stood  her  in  good  stead  as 
his  successor.  She  has  also 
stayed  in  touch  with  ex- 
President  Nixon,  who  once 
asked  Jim  to  be  Navy  Secre- 
tary. She  keeps  up  with  the 
chain's  nine  dailies  in  Cali- 
fornia and  Illinois  (below)  by 
regularly  reading  each  news- 
paper. Eight  of  the  papers 
have  a  prized  monopoly  posi- 
tion in  their  communities. 
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She  let  go  several  old  Copley  hands 
whom  Jim  had  put  in  highly  paid 
sjnecures  (called  by  younger  staffers 
"the  elephants'  graveyard" ) .  She  cut 
staff  6%  across  the  chain  and  sold  14 
California  papers,  including  nine  mar- 
ginal weeklies.  She  sold  the  company 
JetStar  and  even  the  old  Copley  man- 
sion in  Aurora,  111.,  where  the  chain 
was  founded  in  1905. 

The  exact  amount  of  tax  on  Cop- 
ley's estate  is  still  to  be  settled  with 
the  Internal  Revenue  Service,  and 
Helen  Copley  is  skittish  about  dis- 
cussing it.  But  a  tax  attorney  for  an- 
other newspaper  chain  had  no  trou- 
ble arriving  at  an  informed  guess. 

At  Copley's  death,  the  chain  (then 
14  dailies  and  38  weeklies  in  Calif- 
ornia and  Illinois)  had  estimated 
revenues  of  $80  million  and  an  after- 
tax profit  of  about  $6  million.  Lee 
Dirks,  one  of  the  leading  publishing 
analysts  (now  with  C.S.  McKee),  says 
the  average  price/earnings  ratio  for 
the  13  leading  public  newspaper 
chains  is  about  eight.  Applying  that 
multiple  to  Copley's  earnings  would 
put  a  value  of  about  $48  million  on 
the  newspaper  properties  for  estate 
purposes.  And  this,  says  the  tax  at- 
torney, is  the  way  the  estate  will 
probably  be  assessed.  Quite  obvious- 
ly,  the  tax  liability  is  considerable. 

Whatever  the  final  value,  Uncle 
Sam  will  not  yet  be  taxing  all  of  it. 
Jim  Copley  took  advantage  of  a  pro- 
vision permitting  him  to  shield  half 
the  estate  from  taxes  through  the 
marital  deduction.  Half  of  $48  million 
is  $24  million;  the  federal  and  Cali- 
fornia tax  on  that  would  come  to  a 
stiff  $16  million. 

That's  just  on  the  newspaper  hold- 
ings, but  court  records  suggest  Jim 
Copley's  non-newspaper  holdings  add 
up  to  only  about  $3  million.  One  rea- 
son is  a  1964  divorce  settlement  with 
his  first  wife  that  gave  her  $100,000 
a  year  for  life.  The  present  Mrs.  Cop- 
ley, nee  Helen  Kinney,  was  Jim  Cop- 
ley's personal  secretary  before  their 
marriage  in  1965. 

Helen  Copley  does  not  lack  for 
confidence:  "I  haven't  made  a  wrong 
decision  yet,"  she  says  with  a  slight 
smile.  A  woman  of  immense  reserve 
and  few  words,  Helen  Copley  claims 
she— not  her  husband's  former  ad- 
visers, whom  she  retained— is  really 
running  the  show.  "The  decisions  arc 
made  in   this  office,"  she  savs   firmh 

In     the    corporate    reorganization 

she      instituted.      Helen      Coplex      has 
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diminished  the  influence  of  the  re- 
tired military  officers  with  whom  Jim 
Copley  surrounded  himself.  Financial 
types  now  have  more  clout  than,  for 
example,  Marine  Lieutenant  General 
Victor  Krulak.  Copley's  top  man  in 
Washington  is  no  longer  Admiral 
Robert  L.  Dennison,  who  an  autho- 
rized company  biography  identifies  as 
"the  Free  World's  military  command- 
er in  the  1962  Cuban  missile  crisis." 
If  there  ever  was  any  doubt  about 
who  was  calling  the  tune,  it  was  dis- 
pelled soon  after  Jim  Copley's  death. 
The  then-president  Robert  Letts 
Jones  said  to  the  assembled  direc- 
tors: "The  ever-faithful  Helen  is  at 
our  side  as  we  endeavor  to  carry  on 
Jim's  cherished  aspirations."  Not  long 
afterward,  the  ever-faithful  Bob  Jones 
announced  his  early  retirement— "in 
order  to  travel,"  Helen  Copley  polite- 
ly explains. 

Not  For  Sale 

For  all  its  tax  problems,  the  Copley 
estate  is  in  much  better  shape  now 
than  when  Jim  Copley  inherited  it  in 
1947  (equally  with  his  foster  brother, 
Bill)  from  the  founding  father,  Ira  C. 
Copley,  a  pre-World  War  I  Illinois 
utility  magnate.  Then,  debts  almost 
forced  dissolution  of  the  chain.  Later 
Bill  brought  suit  to  liquidate  the  es- 
tate, demanding  a  higher  return  than 
the  newspapers  were  generating.  But 
Jim,  determined  to  run  things  his  own 
way,  raised  $14  million  to  gain  sole 
control.  (Both  sons  were  adopted, 
from  separate  families.) 

Helen  Copley  will  in  turn  pass  on 
control  of  the  newspapers  to  her  son, 
David,  23,  whom  Copley  adopted 
(and  who  shares  in  the  trust  with 
Copley's  adopted  children  with  his 
first  wife).  She  says  neither  individual 
papers  nor  the  chain  as  a  whole  are 
up  for  sale,  although  "you  name  it, 
we  have  been  approached."  By  news- 
paper publishers  such  as  Knight,  Gan- 
nett, and  Canada's  Lord  Thomson. 

Helen  Copley  is  a  shrewd  woman. 
For  even  while  making  public  state- 
ments about  the  inheritance  tax  bur- 
den, she  was  telling  confidants  that 
the  estate  was  in  good  shape,  with 
no  great  cash  need.  There  are  those 
who  suspect  that  the  public  pro- 
nouncements were  an  effective  smoke- 
screen for  the  housecleaning,  and 
that  the  private  confidences  are  prob- 
ably true. 

As  for  .that  $16-million  tax  liability, 
the  IRS  usually  allows  ten  years  to 
pay  steep  death  taxes,  which  in  this 
case  works  out  at  the  maximum  to 
about  $1.6  million  a  year.  Given  her 
sharp  eye  for  the  bottom  line,  Helen 
Copley  should  be  able  to  manage 
that  without  expending  an  unneces- 
sary word.   ■ 


; 


Rare  taste. 

Either  you  have  it, 

Or  you  don't. 


RARE 
SCOTCH 
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Yes,  the  whiskies  in  J  &  B  are  rare  indeed.  But  the 
essence  of  J  &  B  Rare  Scotch  is  in  our  uncompromising 
quest  for  perfection.  For  more  than  100  years,  no  one 
has  ever  matched  the  rare  taste  of  J  &  B.  And  never  will. 
That's  why  J  &  B  has  it.  And  always  will. 

86  Proof  Blended  Scotch  Whisky4'  1  975  Paddington  Corp.,  N.Y. 
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7 ^wow  it's  costing  us  busines. 

when  we  eaift  answer  customer 

questions.  What  can  we  do?" 
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A  Dying  Business 


Liberty  National  Life  Insurance  does  everything  wrong. 
That's  why  it's  so  successful. 


The  numbers  speak  for  themselves: 
With  assets  of  $1.4  billion,  Birming- 
ham's Liberty  National  is  the  nation's 
ninth-largest  stock  life  insurer.  Its  pre- 
mium income  is  expanding  by  6%  a 
year,  while  profits  are  increasing 
twice  as  fast.  Last  year  Liberty  Na- 
tional made  $41  million  on  $267  mil- 
lion revenues,  for  a  15%  margin,  half 
again  higher  than  the  average  life 
company.  No  wonder  Liberty  Na- 
tional commands  one  of  the  industry's 
top  price/earnings  ratios,  14. 

But  if  you  look  at  how  Liberty 
National  operates,  the  numbers  seem 
almost  incredible.  The  company's  old- 
fashioned  business  should  be  dying. 

Liberty  National's  agents  stick  to 
rural  regions  and  lower-income  cus- 
tomers. Mostly  they  peddle  tiny  "deb- 
it" policies  worth,  say,  $500  or  $1,000 
each.  In  1940  that  selling  method  at- 
tracted over  30%  of  U.S.  life  insur- 
ance premiums;  today  only  3%.  The 
salesmen  collect  the  premiums  door- 
to-door.  That's  costly  marketing,  but 
with  an  advantage:  It  gives  an  agent 
12  chances  a  year  to  sell  his  cus- 
tomer more  insurance. 

Agency  Vice  President  Jack  Brown 
says,  "You're  not  supposed  to  be  able 
to  sell  the  same  people  over  and  over, 
but  we  do."  Liberty  National  sells 
nearly  75%  of  its  new  insurance— with 
an  average  annual  premium  of  just 
$25— to  policyholders. 

Bumping  along  the  back  roads  out- 
side Pinson,  Ala.  in  his  red  Chevro- 
let, 26-year-old  agent  Larry  McKin- 
ney  explains  Liberty  National's  efforts 
to  a  Forbes  reporter  in  moralistic 
terms:  "There's  nobody  but  us  out 
here  serving  these  people.  Our  com- 
petition comes  from  the  auto  dealer 
or  the  furniture  store,  so  we've  got  to 
convince  the  public  that  insurance  is 
more  important  than  material  things." 

Liberty  National,  which  does  half 
its  business  in  Alabama,  concentrates 
on  seven  southern  states  where  debit 
insurance  in  force  has  grown  around 
25%  in  the  last  five  years,  vs.  an  8% 
decline  in  the  rest  of  the  nation. 

"The  reasons  why  this  business 
won't  work  elsewhere  don't  really  ap- 
ply to  us,"  says  Chairman  Frank  San- 
ford,  a  bearded,  modish-looking  man 
of  54  whose  grandfather  was  gover- 
nor of  Alabama  and  whose  father 
founded  the  company  in  1925.  "In 
cities,  potential  customers  are  more 
likely  to  work  where  they  have  group 
insurance.  Agents  are  often  unionized. 
Why,  you  even  have  to  worry  about 


them     getting     mugged." 

"Don't  be  surprised  if 
ice  get  invited  in  for  cof- 
fee and  biscuits,"  McKin- 
ney  advises  as  he  pulls  in- 
to an  unpaved  driveway 
for  the  first  of  his  day's 
40-odd  collections.  Inside 
the  living  room,  he  makes 
small  talk  while  the  mid- 
dle-aged housewife  makes 
out  her  check.  McKinney 
gets  roughly  15%  of  this 
$12  monthly  premium  as 
his  collection  fee.  That 
gives  him  a  base  salary 
of  over  $200  a  week. 

If  such  premiums  sound 
cheap,  the  fact  is  that 
Liberty  National  coverage 
costs  three  times  more 
than  ordinary  life  and  ten 
times  more  than  group 
coverage.  Somebody  has 
to  pay  for  the  luxury  of 
premium-collection  ser- 
vice, for  policies  sold 
without  a  physical  exam- 
ination and  for  the  ex- 
pense of  Liberty  National's  high 
lapse  rate.  Somebody  must  pay,  too, 
for  Liberty  National's  high  commis- 
sions. For  companies  that  operate  in 
New  York,  for  example,  the  maximum 
first-year  commission  is  55%  of  the  pre- 
mium. Liberty  National  selling  costs 
can  eat  up  nearly  twice  that  amount. 

"Sure  their  policies  are  expensive," 
says  Jim  Stradtner,  an  insurance  spe- 
cialist for  Legg  Mason  of  Washing- 
ton, D.C.,  "but  in  our  society  there  is 
no  other  distribution  system  to  ser- 
vice those  particular  customers." 

After  collecting  his  premium,  Mc- 
Kinney steers  the  conversation  toward 
a  cancer  insurance  policy,  priced  at 
just  $6.60  a  month,  he  thinks  the 
woman  should  buy.  "The  neighbors 
next  door  have  one,"  he  says,  and 
mentions  a  few  local  cancer  victims. 
His  prospect  looks  concerned,  but 
puts  away  her  checkbook,  so  McKin- 
ney asks  about  her  daughter. 

"My  father  always  said  that  you've 
got  two  ears  and  one  mouth,  so  do 
twice  as  much  listening  as  talking,"  he 
explains  back  in  the  car.  "That  way 
people  will  sell  themselves.  After  she 
talks  to  her  husband  and  the  neigh- 
bors, she'll  buy  that  insurance." 

Besides  operating  mainly  in  the 
rural  South  and  pricing  its  policies 
right,  Liberty  National's  secret  is 
choosing  and  locating  its  agent  care- 


fully. The  company 
isn"t  after  college 
men.  "You  could  put 
a  top  graduate  of 
Wharton's  business 
school  down  here, 
and  he  wouldn't  do 
half  as  well  as  a 
guy  who  went  to  high  school  in 
the  county,"  says  Harold  Hayes, 
the  company's  treasurer.  Last  year, 
Liberty  National's  2,500  agents  av- 
eraged $16,000-high  in  the  in- 
dustry and  top-bracket  in  small 
southern   towns. 

"You  know,"  says  McKinney,  "peo- 
ple think  you've  got  to  sell  a  $25,000 
whole  life  policy  to  be  successful  in 
this  business,  but  I  make  a  good  liv- 
ing on  this  little  stuff.  When  that 
woman  buys  her  cancer  policy,  I'll 
make  about  $40.  Every  week  I  try  to 
get  at  least  $200  in  commissions." 

Before  his  insurance  career,  Mc- 
Kinney, who  has  a  high  school  educa- 
tion, ran  the  part"  counter  at  a  local 
White  Motor  dealership.  He  earned 
$6,000  a  year.  "Last  year,"  he  says 
proudly,  "I  made  almost  $30,000." 
Driving  a  bit  further,  he  adds  reflec- 
tively: "You  know,  I've  got  a  pretty 
good  -job  for  an  old  country  boy." 

Liberty  National  has  one  other 
thing  going  for  it.  As  a  holdover  from 
the  days  when  it  sold  insurance  that 
paid  off  directly  in  burial  services,  the 
company  owns  61  Alabama  funeral 
homes.  An  indication  of  their  success 
is  the  fact  that  Liberty  National  still 
buries  over  half  of  the  Alabamians 
who  die  each  year. 

In  down-to-earth  terms,  you  might 
call  it  complete  vertical  integration.  ■ 
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How  To  Prosper 
Under  Socialism 


It's  not  easy,  but  the  Swedish  Wallenbergs 
have  managed  to  retain  control  of  their 
$13-billion  empire  by  accepting  government 
and  labor  unions  as  partners  of  sorts. 


Whatever  the  disadvantages  of  so- 
cialism, it  is  not  entirely  incompatible 
with  capitalism.  Nobody  knows  this 
better  than  Marcus  Wallenberg, 
whose  family  controls  over  a  third  of 
Sweden's  economy.  Sweden  is,  if  not 
all  socialist,  at  least  heavily  socialized. 
Yet  the  Wallenberg  empire  flourishes. 
The  partnership  is  neither  cordial  nor 
ideal;  but  it  seems  to  work. 
'  Wallenberg  companies  do  $13  bil- 
lion in  sales  annually.  They  range 
from  the  world's  largest  ball-bearing 
manufacturer,  SKF,  to  L.M.  Ericsson, 
the  telephone  equipment  supplier  that 
is  the  only  real  competition  to  Inter- 
national Telephone  &  Telegraph  out- 
side of  the  U.S.  Atlas-Copco  in  air 
compressors,  Electrolux  in  home  ap- 
pliances, the  Saab-Scania  car,  truck 
and  aircraft  maker  ASEA  and  the 
Swedish  version  of  General  Electric 
are  only  some  of  the  European  and 
world  giants  in  the  Wallenberg  port- 
folio. In  none  of  these  does  the  fam- 
ily—now represented  chiefly  by  two 
elderly  brothers,  Jacob,  82,  and  Mar- 
cus, 75— hold  more  than  27%  of  the 
shares.  Yet  its  control  is  uncontested. 

From  a  banking  base  that  is  now 
the  Skandinaviska-Enskilda  Bank,  the 
Wallenbergs  manage  those  compa- 
nies. Marcus  is  still  chairman  of  a 
dozen  companies.  Their  accomplish- 
ments are  impressive.  The  Wallen- 
bergs rebuilt  some  of  the  companies, 
such  as  Ericsson  and  Atlas-Copco, 
following  the  collapse  of  Ivar  Kreu- 
ger's  Swedish  Match  bubble  in  the 
1930s.  Atlas  was  in  diesel  engines  and 
losing  ground  in  the  late  1940s  until 
Marcus  Wallenberg  switched  it  into 
air  compressors  and  built  it  into  a 
world  leader  along  with  Gardner- 
Denver  and  Chicago  Pneumatic  Tool 
of  the  U.S.  Ericsson  has  gone  from  a 
$200-million-sales  company  in  1961 
(when  the  Wallenbergs  bought  back 
the  35%  of  its  stock  Kreuger  had  sold 
to  ITT)  to  a  $1.5-billion  one  today. 

The  Wallenbergs  have  benefited  as 
well  as  suffered  from  socialistic  Swe- 
den's business  climate,  for  tax  pur- 
poses among  the  most  liberal  in  the 
world.  The  emphasis  of  both  the  fam- 
ily and  the  Swedish  government  is  on 
liquidity,  earnings  retention  and  re- 
investment. Thus,  under  Swedish  law , 
corporate  tax  is  53%,  but  no  Wallen- 
berg firm  pays  anything  like  that.  Be- 
cause also  under  Swedish  law  they 
can  depreciate  up  to  51%  of  plant 
in  the  first  two  years.  Occasionally, 
when  the  government  wants  to  en 
courage  investment,  there  is  a  20%  de- 
preciation kicker  thrown  in,  making 
for  120%  depreciation  for  tax  pui 
poses.  If  inflation  distorts  inventor) 
values,  Swedish  companies  do  not  pa] 
tax  on  the  basis  of  inflated  accounts 
They  can  write  down  60%  of  Inventory 
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Almost  85%  of  the  pe 
we  asked  flunked  this  simple 

telephone  quiz. 


How  mc 

my 

phone  companies 
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there 

in 

America? 

1 

1  -  10 

10  -  100 

100  -  1,000 

More  than  1 , 

000 

A  lot  of  people  have  the  notion  there  is  only  one  name  in  the 
telephone  industry. 

Not  true.  There  are  over  1 ,700  telephone  companies  in  America. 

Of  these,  United  Telephone  ranks  3rd.  We  serve  over  3,000,000 
phones  in  more  than  2,900  communities  in  21  states. 

Most  of  our  communities  are  rural  or  suburban.  None  is  more  than 
60,000  in  population.  But  these  are  precisely  the  areas  in  which  lies  the 
future  growth  of  the  country.  And  the  growth  of  the  telephone  industry 
as  well. 

Now  that  you  know  all  this,  you  can  pass  our  telephone  quiz  with 
flying  colors. 

The  United  Telephone  System  is  owned  and  operated  by  United 
Telecom.  For  a  copy  of  our  annual  report  please  write  on  your  letterhead 
to  P.O.  Box  11315,  Plaza  Station,  K.C.,  Mo.  641 12. 


United  Telecom 


United  Telecommunications,  Inc.    ■■■ 

We  operate  the  United  Telephone  System,  America's  third  largest. 


The  Dines  Letter 
has  never  been 
more  bullish  on 
Gold  and  Silver. 


The  Dines  Letter,  a  New  York- 
based  weekly  financial  newsletter, 
believes  that  GOLD  and  SILVER 
are  the  only  paths  to  safety  in  the 
coming  depression,  and  that  they 
are  on  the  verge  of  an  historic  ad- 
vance. 

No  written  message  is  neces- 
sary. Just  send  this  ad  with  your 
name,  address  and  $10  in  any  lead- 
ing currency  (Payment  MUST  be 
enclosed)  for  a  4-issue  trial  sub- 
scription and  a  large  variety  of  re- 
cent Dines  Letter  features  to: 

The  Dines  Letter 

18  East  41st  St., 

New  York,  N.Y.  10017   U.S.A. 

(Not  assignable  without  your  consent  )  J45M2 
(N.Y.  residents,  please  add  applicable  sales  tax  ) 


Nothing  you  can  buy 
will  last  as  long,  need 
so  little  care,  cost 
nothing  to  use. 


tUMMAN     _the  canoe 

built  to  last  a 
lifeti  me.  Read  the 
warranty.  Send  for 
FREE      '  new  catalog. 

GRUMMAN  BOATS  F-V  Marathon,  N.Y.  13803 


Thanks  its  working 

The  United  Way 


'\\\     •dv«rtiiing  contributed 
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9  The  United  Way  of  America  1973. 


costs  as  long  as  the  proceeds  are  not 
distributed.  Up  to  40%  of  pretax  prof- 
its can  be  put  into  a  special  tax-free 
investment  reserve. 

The  result,  as  Marcus  Wallenberg 
puts  it,  is  that:  "You  can't  compare  a 
Swedish  balance  sheet  with  an  Ameri- 
can one.  Through  American  glasses, 
our  balance  sheets  look  bad.  The 
ratio  between  current  assets  and  lia- 
bilities is  quite  different.  One  hundred* 
dollars  in  an  American  balance  sheet 
would  be  $40  here." 

For  example,  the  balance  sheet  of 
the  SKF  group  shows  an  accumulated 
inventory  reserve  of  $160  million.  In 
the  income  statement,  pretax  income 
is  $99  million.  But  then  $21  million  is 
deducted  for  the  investment  and  in- 
ventory reserves.  These  items  cut  the 
tax  bill  almost  by  half,  to  $27  million 
—an  effective  tax  rate  of  27%. 

This  liberal  tax  policy  allows  the 
companies  to  handle  more  of  their  in- 
vestment needs  without  resorting  to 
debt.  Marcus  Wallenberg,  a  still  tow- 
ering and  tennis-playing  businessman 
of  the  old  school,  believes  that  "the 
trouble  with  companies  has  often  been 
due  to  the  absence  of  a  proper  rela- 
tionship between  equity  and  debt." 

In  the  U.S.,  corporation  income 
taxes  provide  20%  of  federal  income 
tax  revenues.  Sweden's  social  benefits 
system  is  financed  by  individual  taxa- 
tion. A  man  earning  $20,000  a  year 
pays  direct  tax  at  a  65%  rate.  Such 
a  system  doesn't  pay  for  social  ser- 
vices by  the  back-door  method  of 
loading  the  burden  of  payment  onto 
business— which  must  pass  much  of  it 
on  to  the  consumer  anyway.  Would 
the  U.S.  Congress  ever  think  of  taking 
$13,000  in  taxes  from  a  $20,000-a- 
year  family?  It  does,  of  course,  but 
indirectly,  through  higher  prices. 

Swedish  business  is  told  to  get  as 
efficient  as  possible,  by  firing  un- 
needed  workers  if  need  be.  The  gov- 
ernment will  retrain  them  for  other 
work.  Swedish  business  is  told  to  be 
as  profitable  as  possible,  and  to  leave 
social  policies  to  the  government. 

But  there  is,  inevitably,  a  price  to ' 
be  paid.  Erik  Dahmen,  one  of  Swe- 
den's top  economists  and  an  adviser 
to  the  Wallenbergs,  explains  it  this 
way:  "The  government  likes  to  see  big 
profits,  but  dislikes  the  fact  that  cap- 
italists make  them.  So  they  want  a 
system  where  you  can  make  busi- 
ness profitable  without  making  the 
owners  richer.  It  is  functional  social- 
ism in  which  business  can't  dispose  oi 
profits  as  it  likes;  it  sterilizes  profits." 
Marcus  Wallenberg  is  blunter:  "It's 
mostly  stick  and  very  little  carrot." 

It's  one  thing  to  have  the  option  of 
placing  part  of  earnings  in  an  invest 
(in  it  reserve,  quite  another  when  the 
government  says  you  must.   In    1975 


and  early  1974  the  Wallenberg  com- 
panies were  enjoying  bumper  earnings. 
But  the  government,  pressured  by  the 
labor  unions,  imposed  restrictions.  A 
further  15%  of  taxable  income  had  to 
go  into  a  new  investment  reserve,  de- 
spite the  fact  that  inflation  was  eating 
up  working  capital.  A  new  environ- 
ment fund  has  been  introduced  to 
which  20%  of  profits  must  be  donated. 
One  result:  L.M.  Ericsson's  full-year 
net  fell  30%  in  1974.  Swedish  unions 
seem  more  attuned  to  environmental- 
ism  than  unions  elsewhere,  because 
they  demanded  this  fund. 

While  they  are  generating  good 
cash  flow  at  home,  no  capitalist  can 
even  be  entirely  comfortable  under 
this  kind  of  control.  The  upshot  is 
that  the  Wallenbergs  are  investing 
more  outside  Sweden,  where  the  gov- 
ernment allows  companies  to  retain 
earnings  exempt  from  the  investment 
and  environment  deductions.  SKF, 
with  its  worldwide  spread  of  factories, 
generates  only  7%  of  its  earnings  in 
Sweden,  Atlas-Copco  10%,  L.M.  Erics- 
son 18%.  The  government  also  encour- 
ages overseas  borrowing  for  this  busi- 
ness, keeping  the  banks  at  home  liq- 
uid to  serve  Swedish  business. 

Now  Swedish  labor  unions,  like  un- 
ions everywhere,  are  growing  critical 
of  the  increasing  levels  of  foreign  in- 
vestment, asking  why  isn't  such  invest- 
ment made  at  home.  But  the  Swedish 
government  and  Swedish  industrialists 
know  that  with  the  small  nation's 
economy  still  running  nearly  flat  out 
(even  car  sales  were  up  for  Saab  last 
year),  investment  at  home  would 
necessitate  bringing  in  foreign  work- 
ers. And  this  Sweden  won't  do. 

The  Adapters 

The  Wallenbergs  have  adapted  to 
this  hybrid  system  in  part  because  the 
family  has  learned  to  live  with  change 
over  a  long  period.  The  empire  was 
founded  in  1856  by  a  sea  captain. 
Andre  Oscar  Wallenberg.  Leadership 
has  remained  with  the  family;  the  cur 
rent  patriarch,  Marcus,  is  Andre  Os- 
car's grandson.  However,  this  is  fi* 
nally  changing.  After  three  genet. i 
tions,  the  Wallenbergs  are  beginning 
to  ease  control  into  the  hands  of  out- 
side managers.  Marcus'  only  surviving 
son  works  for  the  family,  but  has  not 
been  dubbed  heir  apparent;  brothel 
[acob  is  a  bachelor  and  childless. 

So,  in  the  end,  it  will  not  be  so 
cialism,  but  a  petering  oul  oi  the  line 
that  will  end  the  Wallenberg  d\ 
nasty.  But  as  lor  now,  with  all  his 
complaints  about  the  system,  Marcus 
Wallenberg  realistically  observes:  "It 
is  probably  bettei  thai  we  have  had  a 
Social  l  )t  nun  i.itie  government.  II  we 
bad  a  bourgeois  government,  we 
would  have  had  strikes."  ■ 
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The  case  for 
industrial  energy  saying. 


Why  it  isn't  enough  just  to  drive  more  slowly. 


If  the  energy  problems  of  last  year 
made  anything  clear  it  is  this:  the 
U.S.  must  reduce  its  dependency 
on  imported  oil.  That  means  it 
must  increase  its  own  supplies  and 
cut  back  demand  growth. 

But  what  may  not  be  so  clear  is 
a  closely    related   fact:    compara- 
tively little  can  be  done  in  the 
short  run  to  increase  supply. 

Developing   new   domestic   en- 
ergy sources  will  take  time.  Start- 
ing now,  progress  must  come  from 
saving  energy,  including  indus- 
trial saving.  As  the  Committee  for 
Economic  Development  has  said, 
'Energy  conservation  is  the  quick- 
est and  surest  path  to  reduced 
imports." 

Industry  is  biggest  user. 

At  least  one-third  of  the  total  net 
energy  consumption  of  the  U.S.  is 
accounted  for  by  industrial  end 
uses.  And  about  three-quarters  of 
this  industrial  use  is  clustered  in 
seven    industries— iron   and    steel, 
aluminum,  chemicals,  petroleum, 
agriculture  and   food   processing, 
paper,  and  automobiles. 

Since  industrial  users  are  among 
the  biggest  consumers  of  energy 
and  the  mqst  concentrated  in  their 
demand,  they  are  a  prime  poten- 
tial source  of  savings. 

A  recent  study  by  Exxon  looked 
at  what  may  happen  to  industrial 
energy  in  the  U.S.  by  1985.  It  con- 
cluded that  the  rate  of  growth  is 


likely  to  decrease— from  an  aver- 
age of  3  per  cent  a  year  to  about 
2  per  cent.  This  is  because  of 
higher  energy  prices  and  efforts  to 
reduce  waste  through  conserva- 
tion and  greater  efficiency. 

By  1985,  energy  consumption 
by  industry  is  apt  to  be  about  10 
per  cent  lower  than  it  would  have 
been  had  historic  growth  trends 
continued.  This  reduction  is  equiv- 
alent to  1.5  million  barrels  of  oil 
a  day. 

Into  a  new  era. 

In  basic  energy  resources,  the 
United  States  is  still  way  ahead  of 
most  industrial  nations.  Its  re- 
serves of  oil  and  gas  were  very 
large  to  begin  with.  Moreover,  po- 
tential undiscovered  reserves  are 
believed  to  be  substantial.  It  has 
an  abundance  of  coal,  oil  shale 
and  uranium.  In  the  future,  com- 
mercial energy  from  sources  such 
as  nuclear  fusion  and  solar  energy 
may  also  be  available. 

But  all  these  resources  will  not 
allow  Americans  to  go  on  using 
energy  as  we  have  been— at  per  cap- 
ita consumption  rates  double  that 
of  Great  Britain,  and  West  Ger- 
many, and  three  times  that  of 
Japan. 

The  age  of  cheap  and  abundant 
energy  is  over  for  the  United 
States.  Economic  and  political  se- 
curity dictate  that  energy  must  be 
used  more  efficiently. 


Fortunately,  there  are  immedi- 
ate and  direct  benefits  that  indus- 
try can  realize. 

It  can  reduce  costs  through  en- 
ergy saving  and  enhance  its  profit 
potential. 

It  can  free  funds  for  capital 
improvements  to  increase  produc- 
tivity. More  broadly,  it  can  help 
evolve  a  stronger  economy  that  is 
both  more  self-sustaining  and 
more  prudent  in  its  use  of  nonre- 
newable resources. 

What  Exxon  is  doing. 

Exxon  has  set  specific  energy  con- 
servation goals  for  itself. 

We  are  working  for  a  near- 
term   reduction   of    10   per  cent. 
This  is  equivalent  to  12  million 
barrels  of  oil  a  year,  in  the  energy 
consumed  worldwide  by  our  re- 
fining operations. 

Longer-range,  we  are  aiming 
for  added  refinery  savings  of  5  to 
10  per  cent,  which  should  con- 
serve some  18  million  barrels  of 
oil  a  year  worldwide. 

In  the  U.S.,  we  have  set  a  target 
of  a  15  per  cent  reduction  (from 
1972  base)  in  our  domestic  energy 
use  by  1976. 

In  short,  using  energy  more 
efficiently  is  one  of  the  most  impor- 
tant things  Exxon,  or  any  other 
company,  can  do  today. 


E*ON 


How  to 
make  it  small 

in  business. 


Don't  think  big. 

When  you're  working  with  a  computer  printout  just 
remember  the  Xerox  7700  reduction  duplicator,  and  you'll  make 
it  small  fast. 

The  7700  with  its  Computer  Forms  Feeder  automatically 
feeds,  copies,  reduces  and  collates  an  unwieldy  printout  into  neat 
8^  x  11  sets. 

Making  them  easy  to  handle.  Easy  to  file.  Easy  to  mail. 
And  easy  to  carry  in  an  ordinary  briefcase. 

The  7700  also  takes  care  of  all  your  day-to-day  copying  work. 

Like  making  size-for-size  copies.  Or  reducing  almost  any 
oversize  document  down  to  a  normal  people-size  document. 

Of  course,  when  you  finally  do  make  it  small  just  remember, 
it  was  Xerox  who  gave  you  your  first  big  break. 

XEROX 


XEROX*  and  7700  are  trademarks  of  XEROX  CORPORATION. 


There's  a  treasure  of 
Natural  Gas  beneath  our  earth. 


To  get  the  gas,  we  must  drill  deeper  and  spend  more, 
but  natural  gas  should  still  be  your  best  buy  overall 

Deep  drilling,  five  miles  and  more  into  the  earth,  is 
just  one  of  many  projects  the  gas  industry  is  working  on 
to  get  more  gas.  Were  exploring  continually  to  discover    ; 
new  fields,  for  instance  the  large  new  supplies  in  Alaska. 

We  Ye  also  drilling  offshore,  experimenting  with  synthetic 
gases  and  importing  Liquefied  Natural  Gas.  By  1990  new 
sources  will  provide  nearly  a  third  of  Americas  gas  energy. 

Use  gas  wisely.  Its  clean  energy  for 

today  and  tomorrow.  nuussssr  A 


Secondhand 
Merchandise 

We're  talking  about 
the  stores  themselves, 
not  what  is  in  them. 


"It's  reached  the  point  where  there 
are  no  more  Mom  &  Pop  stores  left 
to  take  from.  Now  the  big  retailers 
are  taking  from  each  other."  Sounds 
like  a  retail  analyst  talking  about  mar- 
ket shares.  But  it  isn't.  It's  a  real  es- 
tate man  who  specializes  in  finding 
buyers— or  at  least  lessees— for  fore- 
closed properties. 

Even  in  these  parlous  times,  suc- 
cessful retailers  are  ready  to  snap  up 
well-located,  ready-to-use  real  estate 
from  the  not  so  lucky.  There  are 
plenty  of  sites  available.  Allan's  De- 
partment Stores  filed  Chapter  11  two 
years  ago  and  has  been  selling  off 
locations  ever  since.  S.  Klein  Depart- 
ment Stores  has  agreed  to  dispose  of 
six  locations  to  Alien  Realty's  Korvette 
chain,  and  has  more  to  go.  W.T. 
Grant,  Daylin,  Mammoth  Mart,  Inter- 
state Stores,  Parkview-Gem  and  many 
local  retailers  are  in  trouble. 

In  all,  some  $4  billion  worth  of  the 
country's  $25  billion  of  retail  space 
is  said  to  be  in  need  of  tenants.  What's 
most  disturbing  is  that  many  of  the 
sites  don't  deserve  a  second  glance 
from  major  (or  even  minor)  retailers 
at  any  price.  Fortunately,  not  all  the 
sites  are  so  bad. 

The  big  retailers  are  nibbling. 
When  they  find  a  good  store,  they 
can  save  about  one-third  on  the  rent, 
compared    with    building    their    own. 

We  see  this  as  an  opportunity, .  at 
least  short  term,"  says  J.C.  Penney's 
Chairman  Donald  V.  Seibert.  "In  most 
cases  you  should  achieve  a  lower  oc- 
cupancy cost  than  if  you  build  a  new 
building  at  today's  prices.  And  .  .  . 
you  get  into  the  market  faster." 

Added  Allure 

Sometimes  there's  another  edge— 
the  leaseback.  Add  a  lease  to  an  osten- 
sibly worthless  piece  of  property  and 
you've  got  a  hot  item.  Occasionally  a 
retailer  can  pick  up  a  real  bargain, 
increase  its  value  several  times  over 
by  contracting  to  rent  it,  and  sell  it 
for  a  tidy  amount  of  cash  to  the 
new  landlord. 

Last  January  Penney  opened  six 
new  Treasury  discount  shops  in  San 
Francisco,  stores  vacated  by  White 
Front  and  Parkview-Gem.  Penney  is 
now  shopping  some  of  Grant's  sites. 
Dayton-Hudson  took  15  of  Arlan's  lo- 


It's  Sherwin-Williams, 
no  matter  how  you  slice  it. 


PAINT  SAUS 

56% 


We  produced  a  larger  sales  pie  in  1974,  and  we  sliced  it  differently 
than  you  might  think.  Our  total  corporate  sales,  $802  million,  represents 
the  largest  total  sales  in  our  108-year  history.  And  $350  million,  44?o  of  that 
$802  million  total,  came  from  products  other  than  paint.  That  slice  alone 
represents  more  than  the  total  of  all  our  sales  ten  years  ago.  Specifically: 

Decorative  Materials.  Wallcoverings,  carpeting,  ready-to-finish 
furniture.  $179  million. 

Auxiliaries.  Metal  containers,  coatings  applicators,  foundry  equip- 
ment, industrial  brushes  and  more.  $88  million. 

Chemicals.  A  wide  range  of  chemical  products,  including  saccharin, 
zinc  oxide,  para  cresol  and  others.  $63  million. 

Aerosol  Packaging.  Waxes,  polishes,  industrial  specialties.  $20 
million. 

1974  Paint  Sales.  $452  million,  or  132%  of  our  total  sales  in  1965 
so  we're  obviously  still  growing  in  paint,  too. 

This  gives  you  a  financial  picture  of  Sherwin-Williams  as  a  diver- 
sified marketing  and  manufacturing  company,  in  addition  to  being  the  worlds 
biggest  paint  manufacturer. 

And  that's  not  pie  in  the  sky.  Write 
for  our  annual  report.  The  Sherwin-Williams 
Company.  101  Prospect  Avenue,  N.W., 
Cleveland,  Ohio  44115. 

c  1975  —  The  Sherwin-Williams  Company 
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TOWj^cdUNW^i 


JOIfl  the  Worlds 
Most  Gomorous 
and  Exciting  People 
In  the  Pages  of 

TOWN  &  COUNTRY! 

Ato/PECIflL 
IflTRODUCTORY  OFFER 
FORBE/  Readers 

I  Year  (12  issues) 

You  soA3  $6.00! 


Travel  with  top-flight  society  .  .  .  learn  where  the  affluent,  the  most 
glamorous  and  fascinating  people  are  going  and  what  they  are  doing  .  .  . 
see  the  most  beautiful  homes  in  the  world  —  elegant  mansions  and 
masterpiece  estates  .  .  .  discover  the  market  value  of  rare  treasures, 
contemporary  art,  antiques  .  .  .  read  articles  on  the  very  latest  fashions, 
beauty,  health,  entertaining,  furniture  and  interior  design,  food  and  drink, 
theatre,  books  and  much  more  .  .  .  ALL  THE  ARTS  OF  GOOD  LIVING! 

TOWN  &  COUNTRY-YOUR  COMPLETE  GUIDE  TO  THE  GOOD  LIFE! 

Through  this  Special  Introductory  Offer  of  one  year  for  $12.00,  you  save  $6.00 
from  the  single-copy  cost.  To  take  advantage  of  this  Special  Offer,  just  fill  in  the 
order  form  below  and  mail  it  today. 


TOWN  &  COUNTRY   250  West  55th  St.,  New  York,  N.Y.  10019 

YES!  Send  me  TOWN  &  COUNTRY  at  this  Special  Introductory  Price 
for  FORBES  Magazine  readers. 
"I  One  Year  (12  issues)  for  only  $12.00  (a  $6.00  saving  from  the  single- 
—  copy  cost) 


□  Payment  enclosed 

□  New 


□  Bill  me_ 

□  Renewal 


Initial  here 


Name 


please  print 


Address 


City  State  Zip 

Town  &  Country  $1.50  a  copy.  Canadian  and  foreign  prices  on  request.  WFM5D1 


"Some  of  the  most 
entertaining  reading 
around  these  days." 

from  an  article 
on  Malcolm  Forbes  in— 
SPORTS  ILLUSTRATED 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 
for  $7.95  to  Forbes  inc.,  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 
(New  York  State  residents,  add  4%-8%  sales  tax;  New  York  City,  8% 


cations  in  the  Midwest  in  1972  and 
.  turned  them  into  Target  discount 
stores.  Sears,  Roebuck  opened  two 
stores  in  secondhand  buildings  last 
year  and  now  declares  itself  recep- 
tive to  "further  economical  ventures 
along  these  lines."  Montgomery  Ward 
has  adopted  a  similar  stance. 

By  far  the  most  active  in  the  sec- 
ondhand market  is  S.S.  Kresge,  the 
fastest-growing  retailer  of  all.  It's  cur- 
rently negotiating  for  the  lease  of  a 
former  Grant's  in  West  Lafayette,  Ind., 
and  has  its  eye  on  several  others. 
This  is  only  one  of  six  stores  it  plans 
to  open  this  year  in  buildings  original- 
ly built  for  other  tenants,  including 
one  in  Baltimore  built  for  Mammoth 
Mart  but  never  occupied  by  the  trou- 
bled discounter.  Last  year  Kresge  took 
over  a  shopping  center  location  orig- 
inally constructed  for  Grant  and  two 
other  chains'  locations  in  Illinois  and 
Florida  in  addition  to  the  three  from 
Arlan's. 

Last-Minute  Planning 

Out  of  a  total  of  more  than  100 
Kresge  openings  a  year,  this  is  hard- 
ly a  revolution.  But  it  gives  Kresge 
and  other  chains  the  flexibility  to 
expand  their  operations  without  hav- 
ing to  make  risky  projections  four  or 
five  years  into  the  future. 

Unfortunately,  most  of  the  stores 
on  the  market  don't  meet  anybody's 
criteria.  For  instance,  a  great  deal  of 
Grant's  troubles  are  due  to  its  expan- 
sion in  the  wrong  places,  including 
sites  picked  by  three  Grant  executives 
charged  by  the  company  with  taking 
bribes  from  real  estate  developers. 
Grant's  case  is  not  unique.  And,  of 
course,  some  retailers  pick  unprofitable 
sites  without  even  having  to  be  bribed. 

Then,  too,  the  changing  retail  mar- 
ket has  made  some  locations  obso- 
lete—especially the  so-called  "strip" 
stores  that  line  many  suburban  high- 
ways. The  early  open-air  shopping 
centers  are  being  abandoned  by  re- 
tailers and  shoppers  alike,  who  pre- 
fer the  new,  enclosed  two-  and  three- 
story  centers. 

What  will  happen  to  this  unwant- 
ed real  estate?  No  one  knows— least 
of  all  the  owners  or  retailers  who 
are  stuck  with  long-term  leases.  At 
best,  some  buildings  are  rented  out 
for  a  few  months  during  the  hectic 
Christmas  season  when  even  mar 
ginal  operators  flourish.  But  usually 
they're  back  on  the  market  again  in 
famiary.  A  planner  for  one  large  teal 
estate  chain  quipped:  "Maybe  they 
should  all  be  turned  into  massage 
parlors." 

Remember    when    prime    commef 
rial   real  estate  was  being  touted    is 
your  best  hedge  against  inflation  and 
a  marvelous  tax  shelter  to  bootP  ■ 
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This  old  river 
doesn't  have  to  die. 


A  blighted  river-the  tell-tale  sign  of 
industrial  and  municipal  wastes.  But 
there  is  hope.  From  far-reaching 
anti-pollution  legislation  and  a 
growing  technology.  At  the  forefront 
of  this  technology:  Crane  and  its 
Cochrane  Environmental  Systems 
Division.  Specialists  in  water  and 
waste  treatment  for  better  than  a 
century. 

The  above  pollution  symptoms 
indicate  dissolved  inorganic  solids. 
For  this  particular  problem  (as  for 
many  others)  Crane  provides 
tailor-made  techniques  and  tools. 
For  example:  contact  reactors.  Ion 
exchangers.  Reverse  osmosis. 


Chemical  feed  systems.  Resinous 
neutralizers.  Plus  a  wide  selection  of 
valves  and  pumps  for  fluid  control. 
All  backed  by  specialized  skills  and 
knowledge. 

Dissolved  inorganic  solids 
represent  just  one  of  many  water 
pollution  problems  we  help  solve 
everyday.  For  further  information 
contact:  Crane  Co.,  Dept.  AD, 
300  Park  Avenue,  New  York,  N.Y.  10022. 


Crane  makes  it  flow  clean  again. 


PIP,  PIP,  Hooray! 


In  canned  foods,  you're  at  the  mercy  of  the  weather,  but 
you  needn't  be  helpless.  Look  at  Del  Monte. 


Who's  afraid  of  the  Jolly  Green 
Giant  (Forbes,  Mar.  I)?  San  Fran- 
cisco's  Del  Monte  Corp.  is.  "We  are 
concerned,"  says  President  Richard  G. 
Landis,  "that  young  housewives  don't 
know  the  Del  Monte  label  and  what 
it  stands  for,  and  we  worry  that  they'll 
be  attracted  to  the  Jolly  Green  Giant." 
To  grab  the  younger  generation,  Del 
Monte  hired  comedians  Bill  Cosby  and 
Tommy  Smothers  to  narrate  a  series 
of  radio  and  TV  spots  and  has  pitched 
its  other  ads  squarely  at  the  Giant 
{see  below) . 

Landis  and  his  boss,  Chairman  Al- 
fred W.  Eames  Jr.,  have  some  momen- 
tum going  for  them  that  they  don't 
want  to  lose.  In  the  fiscal  year  through 
May,  Del  Monte's  sales  should  top 
$1.1  billion,  but  the  best  news  is 
about  profits:  The  company  should 
make  $4  a  share— 22%  over  an  excel- 
lent 1974  and  a  topnotch  return  on 
equity  of  some  18%.  (As  recently  as 
1970  it  made  only  $1.52.)  And  the 
gain  wasn't  inventory  profit;  Del 
Monte  has  been  on  LIFO  for  years. 

A  shortage  of  fruits  and  vegetables 
helped,  of  course.  It  meant  that 
prices  were  high  and  inventories  did 
not  get  out  of  hand.  But  there  is 
more  to  the  turnaround  than  that. 
Long  ago  Del  Monte  management  re- 
acted to  the  cyclical  nature  of  the 
canned-food  business  with  the  usual 
solution:  diversification.  It  bought  a 
West  Coast  potato  chip  company,  a 
frozen  food  specialty  company,  an  in- 
stitutional feeding  outfit  and  a  West 
Coast  banana  producer.  It  also  went 
into  distribution. 

But  diversification  did  little  for  the 
company,  which  in  1970  earned  as 
little  as  8.5%  on  equity.  The  new  di- 
visions took  too  much  management 
time.     Only     the     banana     company- 


turned  out  to  be  a  smashing  success. 

"We  realized,"  says  Landis,  "that 
we  had  to  improve  the  company's 
overall  efficiency."  In  other  words,  im- 
prove the  basic  business. 

To  achieve  this  goal,  Del  Monte 
first  reorganized.  According  to  Eames, 
"the  management  team  used  to  con- 
sist of  26  executives,  all  sitting  around 
the  table  discussing  every  problem 
that  came  up."  Hardly  the  best  way 
to  run  a  major  company. 

"So  we  decentralized,"  adds  Lan- 
dis, "but  our  decentralization  is  con- 
trolled." Eames  and  Landis  split  the 
company  into  34  profit  centers  under 
five  group  vice  presidents. 

The  slimmed-down  management 
committee  now  consists  of  just  four 
executives— Eames,  Landis,  Richard 
Ward,  vice  president,  finance,  and 
Ross  Yerby,  vice  chairman  of  the 
board.  "Profit  centers  have  their  own 
management  committee,  however," 
says  Eames.  "So  the  advantages  of 
participation  have  not  been  complete- 
ly lost.  Then  we  have  a  profit  improve- 
ment program,  code-named  'PIP'." 

Close  Trim 

"Our  system  is  a  little  unusual," 
says  Landis.  "We  choose  management 
trainees  and  members  of  middle  man- 
agement to  form  ad  hoc  teams.  The 
teams  are  then  assigned  to  look  at  an 
area  of  the  business.  The  system  not 
only  helps  find  ways  to  cut  costs  and 
thus  improve  profitability,  but  also 
helps  train  younger  managers." 

For  example,  a  PIP  team  studying 
the  Cut-&-Ready  Foods  division,  pro- 
ducers of  prepared  potatoes  and  sal- 
no  found  a  way  to  utilize  previous- 
ly wasted  potato  slivers  for  a  new 
product  potato  pancakes.  It  also 
found  a   way  to  cut  selling  costs  by 


handling  routine  orders  by  telephone, 
freeing  salesmen  to  concentrate  on 
new  business.  According  to  Landis, 
similar  recommendations  have  saved 
an  amount  equal  to  8%  of  the  divi- 
sion's 1974  sales.  Many  of  these  im- 
provements may  sound  elementary, 
but  Del  Monte  previously  had  been 
an  old-fashioned  company  run  in  an 
©ld-fashioned  way. 

Management's  attention  to  overall 
efficiency  began  to  have  bottom-line 
results  about  the  same  time  interna- 
tional operations  came  into  their  own. 
The  company  had  been  building  an 
overseas  production  and  marketing 
organization  for  15  years,  says  Eames, 
but  it  was  only  in  the  last  few  years 
that  it  began  to  impact  earnings. 

At  the  same  time,  world  events 
seemed  to  almost  conspire  to  boost 
Del  Monte's  profits.  As  prices  of  fresh 
and  frozen  foods  escalated,  so  did  the 
demand  for  canned  foods.  The  dreary 
old  domestic  canning  business  (Lan- 
dis calls  it  "mature")  began  doing 
better  than  it  had  in  years— despite 
the  quirky  effects  of  wage  and  price 
controls.  In  Europe,  demand  so  out- 
stripped supply  that  prices  spurted 
enough  to  lift  earnings  considerably. 

Luck  in  the  banana  business  helped, 
too.  At  a  time  when  rival  United 
Fruit  was  in  deep  trouble  because  of 
the  hurricanes  in  Central  America, 
Del  Monte's  business  was  booming, 
especially  in  Japan,  the  world's  best 
per-capita  banana  market. 

There  was,  therefore,  a  good  deal 
of  luck  in  Del  Monte's  recent  improve- 
ment. The  weather  was  clearly  in  its 
favor,  and  so  were  crop  cycles.  Luck 
will  not  always  be  with  the  compa- 
ny, of  course.  There  are  already  indi- 
cations that  next  year— especially  in 
foreign  markets— won't  be  so  good. 
And  there  is  the  threat  from  that  Jolly 
Green  Giant.  But  with  all  the  im- 
provements management  has  made, 
it  is  quite  certain  that  the  next  down- 
turn will  be  nowhere  near  as  severe 
as  the  one  that  hit  Del  Monte  in  the 
late  Sixties  and  early  Seventies.  ■ 
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The  fact  that  we  like 
our  work  shows  in  our  work 


And  we  must  like  our  work.  every  new  aircraft.  (Pan  Am  was  the  airline  that 

A  lot  of  us  mechanics  have  been  at  it  for  more  introduced  the  Boeing  707  and  747,  and  practical- 

than  30  years.  ly  every  aircraft  innovation. ) 

We've  worked  on  just  about  every  kind  of  prop  Of  course,  we've  never  heard  a  passenger  say, 

and  jet.  And  usually,  because  we  work  for  Pan  Am,  "I  like  to  fly  Pan  Am  because  of  their  mechanics!' 
we've  had  first  crack  at  working  on  just  about  But  we  have  heard  pilots  say  it. 


The  spirit  of  75. 


See  your  Travel  Agent. 


All  Marsh  GMcLennan  offices 

are  created  equal 


Except  one. 


What  makes  one  office  exceptional  is  the  fact  that  it's  your  local  Marsh  &  McLennan  office.  Close  to 
you,  your  business,  your  needs.  □  Even  so,  it's  even-up  in  expertise  with  all  of  the  other  Marsh  & 
McLennan  offices.. .thanks  to  our  National  Services  Organization.  DThis  means  each  of  our  offices 
can  tap  the  full  resources  of  the  company's  extensive  technical  and  professional  skills.  Consider 
how  this  can  help  you.  Corporate  risk  management  problems  often  call  for  highly  specialized  solu- 
tions, which  local  Marsh  &  McLennan  offices,  working  with  National  Services  Organization  spe- 
cialists, are  equipped  to  deliver.  For  all  our  clients.  Everywhere.  □  It's  a  big  promise  that  each  of  our 
international  network  of  offices  is  able  to  keep.  DThe  more  you  know  about  Marsh  &  McLennan, 
the  more  you'll  know  how  we  got  to  be  the  world's  leading  insurance  broker. 


When  it  comes 
to  insurance, 
come  to 
the  leader. 


Faces  Behind  the  Figures 


Why  Eli  Un-Retired 

Kaufman  &  Broad,  they  used  to  say, 
was  different.  None  of  your  cyclical 
builders  here,  but  a  real  growth  com- 
pany. Oh  yeah?  Last  year  K&B  lost 
$37  million  pretax  from  housing  op- 
erations and  took  another  $42  million 
in  inventory  write-downs  and  special 
charges.  Its  stock  took  the  worst  beat- 
ing of  all  building-related  companies, 
dropping  96%  from  its  1973  high  all 
the  way  down  to  2iL  A  $700-million 
market  value  dwindled  to  $30  million. 

At  40,  chairman  and  co-founder  Eli 
Broad  decided  in  January  1974  that 
he  had  worked  hard  enough  and  was 
rich  enough  to  start  easing  up.  He 
turned  day-to-day  management  of 
K&B  over  to  President  Eugene  Rosen- 
feld,  and  began  spending  much  of  his 
time  on  art,  education  and  charities. 

But  the  last  six  months  have  seen 
Eli  Broad  again  putting  in  long  hours 
at  K&B.  K&B's  lines  of  credit  were 
due  to  expire;  he  got  $101  million  re- 
financed plus  $20  million  in  new  cred- 
it. And  he's  heading  up  the  negotia- 
tions to  buy  $225-million  (assets)  Co- 
lonial Life  Insurance  from  the  Chubb 
Corp.,  a  project  he'll  see  through  to 


a  yes-or-no  decision. 

Broad  insists  his  re-emergence  is 
temporary,  and  that  last  year's  travails 
have  made  the  company  even  stronger. 
The  market  seems  to  agree:  The  stock 
tripled,  to  9,  in  a  few  months. 

But  not  everyone  shares  Broadb- 
and the  stock  market's— optimism.  The 
banks  are  keeping  K&B  on  a  short 
leash.  The  new  loan  agreement  will 
put  the  company  in  technical  default 
if  its  net  worth  falls  $9.8  million  be- 
low its  present  $159.8-million  level. 
And  while  building  industry  analysts 
give  K&B  credit  for  eliminating  some 
of  its  more  controversial  accounting 
practices,  the  balance  sheet  in  its  new 
annual  report  still  takes  a  positive 
view  of  some  potential  problems.  For 
example,  $49  million  in  mortgages 
receivable  reflects  primarily  land  sold 
to  real  estate  developers,  a  troubled 
group  in  general.  Further,  the  report 
optimistically  assumes  K&B  could  sell 
for  $26  million  the  land  it  holds  in  its 
excess  property  inventory.  And  there 
is  $5  million  in  goodwill  on  the  books 
at  a  time  when  there  is  doubt  about 
the  value  of  anyone's  goodwill.  The 
magic  is  gone  from  K&B.  It  will  take 
a  lot  of  doing  for  it  to  return.   ■ 


Broad  of  Kaufman  &  Broad 


New  Drug  Upturn? 

It  may  not  make  the  list  of  best- 
sellers, but  in  the  drug  trade,  the  pub- 
lication of  Paul  de  Haen's  New  Prod- 
ucts Parade  (a  kind  of  report  card 
on  the  roughly  $725  million  spent  on 
research    annually    in,   the    U.S.    by 


Publisher  de  Haen 


drug  companies)  is  eagerly  awaited 
by  companies  and  analysts  every  year. 
Only  this  time  they  had  to  wait  for 
two  long  years. 

When  the  report  finally  appeared 
two  months  ago,  it  had  some  fairly 
good  news.  As  de  Haen  summarizes: 
"During  the  last  two  years  there  has 


been  an  encouraging  uplift  in  the  in- 
troduction of  new  drugs  in  the  U.S.  In 
fact,  for  newly  synthesized  drugs,  the 
figures  are  the  highest  since  1967." 
Of  37  drugs  introduced  in  the  last 
two  years,  over  two-thirds  originated 
through  American  establishments.  The 
biggest  winners  were  Bristol  Labora- 
tories, E.R.  Squibb  and  Upjohn.  The 
major  new  drug  product  areas  for  all 
companies  were  antibiotics  (8),  cen- 
tral nervous  system  (7)  and  cardio- 
vascular drugs  (5). 

De  Haen,  whose  broad  accent  re- 
veals his  German  birth  and  his  Uni- 
versity of  Heidelberg  education,  was 
a  vice  president  at  a  subsidiary  of 
Miles  Laboratories  when  he  left  19 
years  ago  to  start  his  own  technical 
publishing  company.  Since  then  the 
firm  has  produced  annually  more  than 
15,000  scientific  and  marketing  re- 
ports on  drugs,  which  it  sells  to  drug 
companies,  governments,  hospitals 
and  universities.  What  does  de  Haen 
have  to  say  about  the  future  of  the 
drug  industry?  Understandably,  he  is 
fairly  optimistic.  "The  industry  is  on 
firmer  footing  with  the  new  drugs  it 
now  has  and  there  will  be  more  com- 
ing down  the  pipeline,"  he  says.  "I 
think  that,  as  a  whole,  the  ethical 
drug  industry  has  a  good  future."  ■ 
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Faces  Behind  the  Figures 


Corporate  Kissinger 

STANLEY  Sums  has  made  so  many 
tups  to  Ii..n  and  Saudi  Arabia  in  the 
past  year— ten— that  he  feels  like  a 
corporate  Henry  Kissinger.  Where  Kis- 
;  is  looking  for  peace,  Stiles  is 
looking  for  oil,  but  not  in  the  sense  of 
ivering  it.  Shirs  is  vice  president 
1 1  piojects  of  Shell  Oil.  He  al- 
tcuk  knows  where  the  oil  is:  in  the 
hands  of  the  Iranian  and  Saudi  gov- 
ernment oil  companies.  The  trick  is  to 
get  it  for  Shell  under  favorable,  rea- 
sonable  contracts. 

Shell  doesn't  produce  enough  oil  in 
the  U.S.  to  supply  its  refineries  and 
retail  outlets.  It  would  like  some  from 
Royal  Dutch/ Shell,  its  69%  owner,  but 
the  parent  has  no  crude  to  spare, 
what  with  the  Organization  of  Pe- 
troleum Exporting  Countries'  mem- 
bers taking  over  the  oil  wells. 

The  trick  in  lining  up  supplies  on 


a  long-term  basis  is  that  some  of  the 
sellers  now  want  more  than  money. 
They  want  technology,  and  partner- 
ships, too.  For  Iran,  Stiles  has  been 
suggesting  a  $1.5-billion  refinery  in 
that  country  plus  an  equity  interest 
in  Shell's  1,900-station  marketing  set- 
up in  the  northeastern  U.S.  For  Saudi 
Arabia,  he  is  offering  a  joint  interest 
in  a  $1 -billion  petrochemical  plant. 

Like  Kissinger,  Stiles  is  discovering 
that  being  a  diplomat  is  not  so  easy. 
The  Saudi  deal  looks  fairly  firm,  al- 
though the  death  of  King  Faisal  may 
delay  it.  Stiles  is  more  worried  about 
the  Iranian  deal.  The  Federal  Energy 
Administration  feels  the  investments 
run  counter  to  Project  Independence's 
efforts  to  reduce  U.S.  demand  for 
imported  crude. 

Forbes  chatted  with  Stiles  at  Shell's 
Houston  headquarters.  Stiles  planned 
to  celebrate  Easter  at  home  and  then 
head  out  once  more  on  his  projects.  ■ 


Stiles  of  Shell 


Pocket  Money 

When  John  McConnell,  51,  found- 
ed Worthington  Industries  in  Colum- 
bus, Ohio  20  years  ago,  he  had  a  mod- 
el in  mind.  McConnell  and  his  father 
before  him  had  worked  at  Weirton 
Steel  in  Weirton,  W.Va.,  and  McCon- 
nell was  impressed  with  the  way  old 
Ernest  T.  Weir  treated  his  employees. 
He  noted  that  Weirton,  even  in  the 
Depression,  made  a  profit.  In  McCon- 
nell's  mind,  well-treated  employees 
and  bottom-line  profits  went  together. 
Today  Worthington  Industries  is 
doing  close  to  $100  million  in  sales 
as   an  intermediate  processor  of  flat- 


rolled  steel  and  producer  of  pressure 
cylinders.  McConnell's  attitude  to- 
ward employee  relations  takes  con- 
crete form  in  the  company's  profit- 
sharing  plan.  Into  it  last  year  went 
$2.5  million,  17%  of  each  division's 
pretax  profits.  This  came  to  about 
$7,000  for  each  of  the  company's  450 
eligible  nonmanagement  employees, 
but  it  was  much  more  in  some  divi- 
sions; at  the  Columbus  plant,  ma- 
chine operators  received  $10,000. 

In  the  usual  profit-sharing  plan, 
the  money  goes  into  a  fund  for  re- 
tirement or  for  disbursement  when 
the  employee  leaves  the  company. 
Worthington   has   a   slightly   different 


McConnell  of  Worthington 


plan  as  well.  Under  this  one  it  puts 
the  entire  sum  into  the  employee's 
hands  twice  in  each  year.  "What 
these  people  need,"  says  McConnell 
firmly,  "is  cash. 

"Unions  and  profit-sharing  are  not 
compatible,"  McConnell  adds,  and 
most  of  Worthington's  plants  are  non- 
union. (One  exception,  an  acquisi- 
tion, is  excluded  from  the  plan.) 

"By  doing  all  this  for  our  people, 
we  are  saying  that  we  recognize  their 
contribution  to  this  company.  It's  got 
to  pay  off,"  says  McConnell. 

Pay  off  it  does.  The  company's  ab- 
sentee rate  is  less  than  half  the  av- 
erage for  all  industry,  and  measures 
up  even  better  within  the  steel  in- 
dustry alone.  Free  coffee  machines 
are  in  every  plant,  and  there  is  a 
barber  to  give  haircuts  on  company 
time.  All  employees  are  on  salary, 
rather  than  on  an  hourly  basis. 

Worthington's  return  on  stockhold- 
ers' equity  has  averaged  26%  over 
the  past  five  fiscal  years,  and  earn- 
ings growth  has  been  outstanding, 
not  just  by  steel  industry  standards, 
but  by  standards  of  any  industry. 
Stockholders  have  benefited  as  well 
as  employees:  At  the  height  of  the 
1968  bull  market,  Worthington  stock, 
adjusted  for  splits,  sold  around  $3.75 
a  share.  The  stock  hit  a  new  high 
in  1972,  and  yet  another  in  1974; 
last  month  it  sold  for  $14  a  share. 
While  the  stock  market  was  tum- 
bling around  other  people's  ears, 
Worthington  stockholders  saw  their 
investment  more  than  triple.   ■ 
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Survival  Manual 

The  housing  market  is  a  disaster, 
yet  Pittsburgh-based  Ryan  Homes, 
Inc.  made  a  nice  profit  last  year: 
$9.5  million  on  a  volume  of  $195  mil- 
lion. Ryan's  revenues  were  up  3%  and 
profits  up  4%  over  the  year  before. 
And  in  1975,  with  housing  starts  still 
falling?  "We  feel  that  we  can  make  a 
profit  in  1975  even  if  our  volume  of 
sales  decreases  50%,"  insists  President 
and  Chairman  Malcolm  M.  Prine,  46. 

However,  Prine  does  not  expect 
anything  like  a  50%  drop  in  sales,  and 
so  he  expects  1975  will  be  another 
good  year.  The  stock  market  seems  to 
think  so,  too.  During  last  year's  mar- 
ket debacle,  its  stock,  listed  on  the 
American  Stock  Exchange,  sank  as  low 
as  5%%;  last  month  it  was  all  the 
way  back  to  21— within  shooting  dis- 
tance of  its  alltime  1972  high  of  34. 

How  do  you  make  money  in  hous- 
ing these  days?  The  Ryan  secret  is 
simplicity  itself.  Typically,  homebuild- 
ers  build  houses,  then  try  to  sell  them. 
Not  Ryan.  Its  founder  Ed  Ryan,  now 
devoting  his  energies  to  (among 
other  things)  sulky  racing,  had  seen 
too  many  speculative  homebuilders  go 
broke.  Ryan  doesn't  lay  a  brick  until 
it  has   a  firm   sales  contract,  with  fi- 


nancing assured.  It  operates  through- 
out the  Midwest  and  Middle  Atlantic 
states  in  the  following  manner:  It  goes 
in,  builds  a  model,  advertises  and 
waits  for  the  business  to  come  in. 
Ryan  is  careful  never  to  carry  more 
than  a  small  inventory  of  land.  Nev- 
er, never  does  it  buy  land  for  specula- 
tion. Where  other  builders  were  at- 
tracted to  the  big,  once-booming 
metropolitan  markets,  Ryan  focused 
on  smaller  cities  where  building  costs 
and  subcontractors'  prices  did  not 
soar  out  of  sight.  More  significantly, 
Ryan  has  kept  a  low  profile  in  con- 
dominiums, concentrating  instead  on 
single-family  homes. 

Because  it  has  very  little  inventory, 
either  of  homes  or  of  land,  Ryan 
doesn't  carry  a  heavy  debt  load  as 
most  builders  do.  It  recently  had  only 
$11.3  million  in  debt  as  against  $49 
million  in  stockholders'  equity  capital. 

What  about  the  future?  "There  will 
be  a  recovery,"  Prine  says,  "to  between 
1.8  million  and  2.2  million  housing 
starts  from  this  year's  1.3  million." 
When?  As  close  as  he  will  predict  is: 
"Some  time  between  now  and  1976." 
He  adds:  "But  that  is  only  my  guess. 
The  important  thing  is  that  Ryan  is 
organized  in  such  a  way  that  my 
guess  doesn't  have  to  be  right." 


.   ' 


Prine  of  Ryan  Homes 


It  isn't  enough  to  make  big  money 
when  times  are  booming;  you  have  to 
know  how  to  survive,  too.  Too  many 
people,  especially  in  the  building  in- 
dustry,   forgot    that    basic    lesson    in 
those  now- vanished,  easy  days.   ■ 


Big  Fish,  Little  Ponds 

"I   know  what   they  say   about   me," 
says   51-year-old  Allen  H.   Neuharth, 
president  and  chief  executive  of  the 
Rochester-based   Gannett   newspaper 
chain.  "They  say,  'There  goes  No-Guts 
Neuharth.  He's  been  scared  ever  since 


Neuharth  of  Gannett 


he  got  his  nose  bloodied  in  Detroit.' ' 

Neuharth  did  indeed  get  roughed 
up  in  Detroit  where,  until  joining  Gan- 
nett in  1963,  he  was  assistant  execu- 
tive editor  of  the  Knight-Ridder 
chain's  Free  Press.  There  he  fought— 
and  lost— a  battle  to  get  concessions 
from  the  unions  sufficient  to  turn  the 
paper  into  a  moneymaker.  But  wheth- 
er that  experience  has  made  Neu- 
harth a  timid  businessman  is  open  to 
question.  Gannett's  stockholders,  whose 
shares  currently  go  for  21  times  earn- 
ings, would  say  that  it  has  made  him 
a  smarter  businessman. 

What  Neuharth  has  done  since  be- 
coming Gannett's  president  in  1970  is 
to  stay  clear  of  the  big  cities— sacrific- 
ing big  circulations,  big  advertising 
markets  and  perhaps  some  journalistic 
glory  for  the  glory  of  earning  big  prof- 
its. In  the  past  five  years  Gannett  has 
picked  up  20  newspapers.  The  av- 
erage circulation  among  all  50  dailies 
and  13  weeklies  is  no  more  than 
48,000.  Only  six  circulate  more  than 
100,000  a  day,  but  in  less-than-big- 
time  cities  like  Rochester  (2),  Hono- 
lulu, Nashville,  Camden  and  Bing- 
hamton.  From  this  collection,  Gan- 
nett earned  $33  million  last  year  on 


a  gross  of  $331  million,  14%  more  than 
in  1973.  That  was  a  super  10-cent 
return  on  the  sales  dollar.  By  contrast, 
Los  Angeles'  Times  Mirror  Co.  and 
the  New  York  Times  Co.  earned  a 
return  of  not  better  than  7%. 

Why  is  the  small  time  more  profit- 
able? In  most  situations,  Gannett  en- 
joys a  newspaper  monopoly;  it's  the 
only  sheet  in  town.  It  is  also  less  de- 
pendent on  help-wanted  classifieds 
and  national  advertising,  two  areas 
where  its  big-city  counterparts  are  be- 
ing hurt  in  this  year's  recession.  Gan- 
nett's local  retail  advertisers  for  the 
most  part  are  increasing  then  outlay- 
to  offset  the  effects  of  recession.  In  the 
smaller  cities,  too,  Gannett  does  not 
need  large  high-salaried  editorial  and 
business  staffs,  and  only  30%  of  the 
chain's  employees  belong  to  unions. 

Last  month  Neuharth  changed 
course  a  bit  when  he  acquired  the 
Lou  Harris  polling  organization  for  $4 
million  from  Wall  Street's  Donaldson, 
Lufkin  &  Jenrette.  Harris'  twice-week- 
ly column  is  bought  by  many  big- 
city  dailies.  But  that's  about  as  close 
to  the  big  time  as  Neuharth  intends 
to  get.  Looking  at  Gannett's  perfor- 
mance, who  can  blame  him?  ■ 


FORBES,   APRIL    15,    1975 


77 


The  Money  Men 


You  Gets  What  You 
Pays  For 


Marron  of 

Mitchell, 

Hutchins 


Ax  expert  is  a  man  who  tells  you 
(after  the  fact)  why  things  couldn't 
possibly  have  happened  any  way  oth- 
er than  they  did. 

Not  so  Donald  B.  Marron,  the 
gangling  6-foot,  6-inch  president  and 
chief  executive  of  Mitchell,  Hutchins 
Inc.  Forbes  asked  him  recently  what 
he  thinks  will  happen  to  the  financial 
community  after  May  1,  when,  as  or- 
dained by  the  Securities  &  Exchange 
Commission,  fixed  commission  rates 
on  securities  trading  must  end. 

Some  Wall  Streeters  think  this 
means  the  end  of  their  world.  It's  like 
this:  Fixed  commissions  on  all  trades 
over  8800,000  ended  in  April  1972, 
and  Wall  Street  survived  that.  But 
now  all  commissions,  whether  involv- 
ing ten  or  1  million  shares,  will  be 
negotiable,  rather  than  fixed  by  Stock 
Exchange  decree.  Like  lawyers  and 
doctors,  now  brokers  will  be  free  to 
charge  more  or  less   as   they  see  fit. 

We  felt  Don  Marron  was  a  good 
man  to  talk  with  about  this— and  he 
was.  Marron,  now  40,  rose  with  the 
new  breed  of  young  investment  men 
in  the  Sixties.  Unlike  most  of  them, 
he  not  only  survived  into  the  Seven- 
ties, but  became  one  of  The  Street's 
new  leaders.  A  prodigy,  Marron  en- 
tered New  York  City's  Baruch  School 
of  Business  at  15,  dropped  out  after 
his  first  year  and  went  on  to  get  a 
grounding  in  finance  at  the  New 
York   Trust   Co.   and   with   Lionel   D. 


Edie.  He  was  only  23  in  1958  when 
he  started  his  own  investment  bank- 
ing firm  on  a  $50,000  shoestring. 

In  1965  Marron  merged  his  firm 
with  the  old,  somewhat  tired  (mica- 
go-based  firm  of  Mitchell,  Hutchins 
and  proceeded  to  steer  it  to  the  fore- 
front of  the  research-oriented  houses. 
Marion  is  now  a  director  of  the  New 
York  Stock  Exchange  and  a  governor 
of  the  Securities  Industry  Association. 
More  important  than  any  of  this,  he 
is  a  spokesman  for  a  younger  genera- 
tion of  Wall  Streeters  who  see  the 
world,  and  their  place  in  it,  through 
quite  different  eyes  than  their  more 
traditional  predecessors  did. 

Come  May  Day,  Marron  foresees 
no  immediate  and  striking  change  in 
the  securities  business,  in  large  part 
because  the  death  of  fixed  commis- 
sions lias  been  in  the  works  so  lon<j;: 
"Anyone  here  who  is  enlightened  al 
all  knew  three  years  ago  that  these 
changes  were  in  the  works,  so  there 
has  been  a  long  time  to  prepare.  And 
some  of  us  have  been  thinking  about 
them  longer  than  that." 

Marion  leels  the  switch  will  make 
it  easier  for  Big  Board  firms  to  com- 
pete witli  nonmembers  like  Weeden 
&  Co.  "By  changing  to  negotiated 
rates,"  Marion  says,  "you  hi  my  more 
business  hack  to  the  Exchange.  That's 
basic:  The  only  competitive  edge  with 
the  non-Big  Board  organizations  was 


their  ability  to  negotiate  on  rates. 

"Negotiated  rates,"  he  adds,  "will 
loree  the  client  to  think  about  the 
price  of  the  service,  something  he 
really  never  had  to  think  about  before 
when  rates  on  all  but  the  biggest 
trades  were  fixed.  It  forces  him  to  be 
able  to  explain  to  his  trustees  why  he 
does  business  with  firm  A  rather  than 
linn  B.  That  means,  of  course,  that 
the  customers  won't  pick  brokers  on 
the  basis  of  price  alone.  Execution 
will  count.  So  will  research. 

"For  a  high  percentage  of  money 
managing  organizations,"  Marron  went 
on,  "the  need  for  research  advice 
hasn't  been  reduced.  In  fact,  the  Pen- 
sion Reform  Act,  with  its  fiduciary  re- 
quirements, has  made  the  need  even 
more  important.  So  what  you  an 
talking  about  is  two  kinds  <>l  events: 
1)  unfixing  prices,  which  offers  the 
possibility  of  a  price  cut;  and  2)  in- 
creased fiduciary  pressure  on  institu- 
tions to  justify  how  much  the)  pa) 
and  whom  they  pay  it  to." 

Naturally  Marron  thinks  Mitchell, 
Hutchins  will  be  among  those  linns 
that  can  justify  a  premium. 

The  new  situation,  Marion  sa\s,  will 
be  better  for  a  Mitchell,   Hutchins  and 

an  Oppenheimer,  better  lor  Goldman, 
Sachs,    Salomon    Bros.,    smith.    Bar 
nc\  —  better  for   anyone   who   can   ex 
dibit   Full-service  competence.  "I   Feel 

the    institutions   will    do   business   with 
firms    known    for    the    qualit)    <>l    then 
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The  American  Bankers  Association, 

The  American  Marketing  Association, 

The  American  Society  of  Association  Executives, 

Hotpoint,GE,andGTE 

would  like  a  fewwords  with  you  about 
Playboymeetings: 


Our  evening  was  one  of  those  extraordinary  events  that  only 
happen  a  few  times  in  a  lifetime. 

The  American  Bankers  Association 

I  want  to  thank  you  and  your  staff  for  making  this  conference  one  of  the 
finest  on  record. 

American  Marketing  Association 

Your  staff  performed  like  a  well-oiled  machine. 

American  Society  of  Association  Executives 

It  is  almost  impossible  that  every  facet  of  our  three-and-a-half-week  stay 
could  be  so  extraordinarily  fine  and  beyond  any  possible  reproach. 

Hotpoint 

I  know  our  customers  will  be  reminiscing  over  your  activities 
for  years  to  come. 

General  Electric 

The  GTE  Sylvania  party  earlier  this  month  was  a  roaring  success. 

GTE  Sylvania  Incorporated 


Here  at  Playboy  we*ve  got  an  impressive  meeting,  we'll  be  glad  to  give  you  all  the 

sheaf  of  unsolicited  compliments  information  and  help  you  could  want, 

attesting  to  our  expertise  at  planning  and  Just  call  John  D.  Hughes,  our  Vice 

running  all  kinds  of  business  functions—  President/Sales,  at  (312)  751-8000.  Or 

from  staff  seminars  to  full-blown  write  him  at  Playboy  Hotels,  919  North 

conventions.  If  you  demand  this  kind  of  Michigan  Avenue.  Chicago.  Illinois 

professionalism  for  your  next  business  6061 1. 


I^^^SI  ThE  plAVbov  towers  chicAQoilliNois 

j^y  i^j  Tht  PlAvboy  club  HoteI  at  qreat  qorqe  •  McaFee,  n.j. 

S     ^f     S  ThE  plAVboy  Club  HOTEl-lAkE  QENEVA, wis. 

3|^^f8  tHe  pUybovclub  hOTElocho  rjosjamaIca 

W^PL^and  Playboy  Clubs  in  15  U.S.  Cities.  Canada,  and  England. 


The  Money  Men 


product  and  the  most  integrated  prod- 
uct, where  you  can  get  trading,  re- 
search, good  sales  help,  with  no  ques- 
tion of  financial  responsibility,  that 
can  deal  with  large  orders  effectively. 

Who  will  suffer?  I  think  you  can 
knock  off  the  execution  boutique, 
[built  on]  the  theory  that  you're  go- 
ing to  open  up  and  do  business  on  8 
cents  a  share,  a  bare-bones  operation 
with  two  traders  and  a  wire  to  the 
floor  that  breaks  down  when  you  get 
three  orders.  To  do  business  with  a 
large  number  of  institutions  you  have 
to  have  a  large  organization,  the  abil- 
ity to  deal  with  a  range  of  orders." 

After  The  Fact 

How  is  the  negotiation  going  to 
work,  we  asked? 

"The  practical  answer  is  that  you 
can't  negotiate  every  transaction.  You 
have  to  agree  on  price  ranges.  Your 
firm  and  ours  will  understand  that  the 
range  is  between  A  and  B,  and  when 
the  trade  is  over,  we  will  assess  wheth- 
er it  is  toward  the  A  or  B  end  of 
the  scale,  depending  on  how  hard  it 
was  and  what  services  were  involved. 

"For  the  first  month  there  will  be  a 
period  of  discontinuity  as  we  figure 
out  what  the  range  will  be;  then  I 
think  practicality  will  quickly  take 
over.  You  won't  spend  three  minutes 
first  negotiating  a  rate,  and  you  aren't 
going  to  dial  ten  brokerage  firms;  you 
want  to  put  in  the  order.  Right  now, 
on  negotiated  trades  above  $300,000, 
the  vast  number  are  negotiated  after 
the  trade  is  completed.  It's  an  in- 
teresting phenomenon.  In  most  busi- 
nesses you  settle  on  price  beforehand; 
here  it  makes  more  sense  after  the 
fact,  because  of  speed  and  because 
you  don't  know  what's  involved. 

"When  negotiated  rates  got  down 
to  $300,000,  the  rate  first  declined  to 
about  50%  of  the  old  rate,  then  rose 
to  about  two-thirds.  But  that  was  with 
lower  volume.  My  own  feeling  is  that 
the  rate  will  be  sensitive  to  how  much 
business  there  is.  When  volume  goes 
up,  things  change,  because  the  rate 
becomes  secondary  to  getting  good 
service.  On  a  30-million-share  day 
with  the  tape  late  and  stocks  rising, 
you  haven't  got  time  to  worry  about  a 
rate;  you  want  to  make  sure  we  can 
handle  your  order  properly.  But  be- 
low, say,  16  million  shares,  then  ne- 
gotiation becomes  more  important." 

Warming  to  his  optimism,  Marron 
went  on:  "Negotiated  rates  provide  a 
real  opportunity,  if  they  operate  prop- 
erly in  the  classic  American  economic 
sense,  which  is  that  revenues  ought 


to  flow  to  organizations  and  markets 
that  people  want  the  most." 

What  about  the  individual,  as  op- 
posed to  the  institutional  investor? 

Marion  thinks  he  may  get  a  better 
break  under  negotiated  commissions- 
provided  he  is  willing  to  pay  the  price. 
"I  think  firms  like  ours  will  have  in- 
creased reason  to  do  business  with  the 
individual."  The  firm  is  already  going 
after  accounts  with  wealthy  individu- 
al investors.  "It's  sad  but  true  that 
being  on  the  institutional  side  for  the 
last  ten  years  has  been  more  attractive 
than  being  on  the  retail  side.  Under 
negotiated  rates,  the  economics  ought 
to  change  enough  to  make  it  equally 
attractive  to  go  either  to  the  institu- 
tional or  retail  side. 

"I'm  not  thinking  of  the  odd-lotter, 
but  rather  of  a  lot  of  individuals  who 
can  be  profitable  for  the  broker.  The 
last  ten  years  have  seen  an  enormous 
buildup  of  the  upper-middle-class 
Americans  who  can  buy  200  to  500 
shares  of  a  stock.  And  the  records 
show  that  over  the  past  few  years  the 
individual  investor  has  been  pretty 
smart.  He  started  selling  seven  years 
ago,  and  he  has  been  right,  on  bal- 
ance. It  was  probably  the  individual 
who  started  this  most  recent  rally." 

Marron  clearly  implies  that  the  in- 
dividual will  have  to  pay  much  higher 
rates  than  the  institutional  investor. 
The  trouble  with  that  is  that  the  200- 
to-500-share  investor  is  already  pay- 
ing horrendous  rates.  For  example,  it 
costs  him  $353,  \%%,  for  a  round  trip 
in  500  shares  of  a  $20  stock.  If  the 
rates  get  higher  than  that,  it  will  be  a 
losing  proposition  for  the  individual 
to  trade  at  all  in  a  market  which, 
historically,  returns  between  8%  and 
9%  annually  over  the  years.  If  broker- 
age rates  go  higher,  only  the  rare, 
truly  talented  individual  investor- 
plus  the  foolish,  hopeful  one— will  be 
able  to  trade  at  all. 

Nevertheless,  Don  Marron  makes  a 
good  point  when  he  implies  that  in 
the  brokerage  business,  as  anywhere 
else,  you  get  pretty  much  what  you 
pay  for.  If  you  want  research  and 
good  execution,  you  will  have  to  pay 
enough  to  enable  the  broker  to  cover 
his  costs  and  make  a  profit.  Which  is 
another  way  of  saying  that  negotiated 
rates  won't  be  the  end  of  the  world. 
A  few  years  from  now,  looking  back, 
most  brokers  will  wonder  what  all  the 
fuss  was  about.  (Just  as  their  fathers 
and  grandfathers  fought  the  Securi- 
ties &  Exchange  Commission  as  an 
instrument  of  the  devil,  but  soon 
learned  how  to  prosper  under  it.)    ■ 


Be  My  Guest-But 

Don't  Get 

Any  Fancy  Ideas 


Koenig  of  Deutsche  Bank 

Last  fall  Gerhard  Koenig,  who  han- 
dles U.S.  investment  for  the  Deutsche 
Bank,  Germany's  largest  bank,  became 
convinced  that  General  Motors  selling 
at  around  $30  a  share  had  a  "value 
of  substance  in  it."  So  he  bought  some. 
He  also  put  Deutsche  Bank's  money 
into  other  U.S.  blue  chips,  favoring, 
he  says,  "the  General  Electrics,  the 
Eastman  Kodaks,  the  Du  Ponts,  the 
Dows,  even  American  Telephone,  In- 
ternational Business  Machines,  Coca- 
Cola,  Procter  &  Gamble.  .  .  ."  Koenig 
recommended  these  stocks  to  the 
bank's  clients  as  well,  and  those  who 
followed  his  advice  are  sitting  with 
profits  of  20%  to  50%. 

Koenig,  a  46-year-old  German 
banker  who  spent  over  15  years  in  in- 
vestment banking  in  the  U.S.  and  is  a 
director  of  UBS-DB  Corp.  (a  Deutsche 
Bank-Union  Bank  of  Switzerland 
joint  venture),  likes  to  say  he  picked 
these  stocks  because  of  strong  balance 
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sheets,  because  of  "sound,  traditional 
analysis."  But  there's  another  reason: 
He  bought  U.S.  stocks  because  he 
could.  As  he  puts  it,  in  the  U.S.  blue- 
chip  stocks  are  "plentiful  and  avail- 
able." The  Germans  are  piling  up  for- 
eign reserves  at  an  almost  alarming 
rate.  Moreover,  the  dollar-mark  ex- 
change is  extremely  favorable  to  them. 
So  they  are  looking  for  places  to  in- 
vest overseas.  The  U.S.  market  not 
only  looked  cheap;  it  is  big  enough 
and  broad  enough  to  absorb  literally 
billions  of  dollars  without  difficulty. 

U.S.  investors  are,  of  course,  equal- 
ly free  to  buy  German  stocks.  But 
they  would  find  more  than  the  ex- 
change rate  against  them.  Most  shares 
are  closely  held,  and  the  only  ones 
with  any  substantial  float  are  those 
of  the  major  banks  like  Deutsche, 
Commerzbank  and  Dresdner. 

Who  owns  these  German  stocks  and 
locks  them  away?  The  banks  them- 
selves. The  Deutsche  Bank,  for  exam- 
ple, with  assets  of  $24  billion,  owns 
more  than  25%  of  seven  German  com- 
panies, including  Daimler-Benz  and 
the    Hapag-Lloyd    shipping    line,    as 


well  as  undisclosed  amounts  of  stock 
in  such  German  giants  as  Farbwerke 
Hoechst,  Siemens,  BMW,  Mannesman 
and  many  others. 

These  are  not  merely  trust  holdings 
as  U.S.  banks  might  have;  the  shares 
are  owned  outright  by  the  banks— of- 
ten the  same  banks  that  finance  the 
corporations.  There  is  no  nonsense  in 
Germany  about  holding  "for  invest- 
ment only."  Says  Koenig:  "We  have 
the  possibility  of  interfering  with  or 
objecting  to  corporate  management 
decisions." 

A  Strong  Hand 

In  the  U.S.,  of  course,  the  law 
keeps  the  banks  out  of  corporate  con- 
trol and  management— except  to  the 
limited  degree  possible  for  a  one-bank 
holding  company.  History  explains  the 
difference.  "The  destroying  of  private 
German  wealth  in  the  First  World 
War  and  in  the  deep  crises  of  the 
Twenties  and  Thirties,"  says  another 
Deutsche  Bank  executive,  "made  it 
absolutely  necessary  that  someone  be 
able  to  take  over."  The  only  "some- 
one" with  the  resources  was  the  banks. 


Historically  conditioned  or  not,  the 
cozy  relationship  is  quite  convenient 
for  the  German  government  when  it 
comes  to  keeping  prime  German  in- 
dustries from  falling  under  foreign  con- 
trol. When  the  Friedrich  Flick  fam- 
ily wanted  to  sell  its  holdings  in  Daim- 
ler-Benz, the  Deutsche  Bank  stepped  in 
and  took  the  stock  off  the  family's 
hands— bringing  its  own  holdings  to 
57.5%.  Of  course,  the  Kuwaitis  already 
owned  14%  of  Daimler-Benz,  but 
faced  with  the  bank's  holdings,  the 
Kuwaitis  will  be  able  to  do  little 
more  than  cash  their  dividend  checks. 
As  for  Deutsche  Bank,  it  may  not 
want  to  own  57.5%  of  the  automobile 
company  forever.  However,  when  it 
does  sell  some  stock,  Koenig  indicates 
it  will  be  to  another  German  institu- 
tion—not on  the  open  market  where 
the  shares  might  be  a  temptation  to 
some  petromagnate  or  petrostate. 

It's  a  nice  handy  system.  It  permits 
the  Germans  to  say  they  welcome  for- 
eign investment,  but  at  the  same  time 
to  make  sure  that  it  doesn't  overstep 
the  bounds.  No  embarrassing  laws  are 
needed.  Just  a  de  facto  situation.  ■ 


Introducing 
Scudder  Managed  Reserves. 

We  want  your  money  to 
work  harder  for  you. 

Scudder  Managed  Reserves  specializes  in  keeping  your  money  at  work  in 
short  term  securities  for  high  current  income  with  low  risk. 

•  no  charge  to  purchase  shares  •  dividends  declared  daily 

•  no  charge  to  withdraw  your  money        •  $1 ,000  minimum  initial  investment 
For  more  information,  write  or  call  collect  for  a  free  prospectus.  (61 7)  482-3990 


SCUDDER 

Mail  tO;  SCUDOCR.  STEVENS  8>  CLARK  investment  counsel 

Scudder  Fund  Distributors,  Inc.  Dept.  #55, 10  Post  Office  Square,  Boston,  MA  02109 
Please  send  me  information  about  Scudder  Managed  Reserves. 
Name 


Address. 
City 


State. 


Zip. 


Occupation 


Title. 
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an  American  shoe  manufacturer 
get  a  toehold  in 


He  couldn't  even  get  a  foot  in  the  door. 

Holland  imports  no  American  shoes. 

It  does,  however,  import  a  variety  of  other 

products  and  the  question  an  American 

multinational  company  needs  answered  is: 

"What  are  the  markets  and  how  do  I  reach 

them?" 

TIME  may  be  able  to  help  you  in  this  area, 
not  only  in  Holland,  but  countries  every- 
where in  the  world.  With  international 
representation,  TIME  has  access  to  market 


information  that  would  surely  be  of  interest. 

As  to  how  you  reach  your  prospects,  you 
can't  miss  in  the  international  editions  of 
TIME.  Here  you  can  reach  a  continent,  a 
region,  or  a  single  country.  Once  you  know 
precisely  where  your  market  is,  the  rest  is 
easy. 

Before  you  draw  up  your  next  multi- 
national marketing  strategy,  why  not  talk 
it  over  with  TIME?  It's  likely  to  prove  fruitful, 
indeed. 


TIME 

For  multinational  marketing 


The  Forbes  Index 
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Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re 
serve  Board  Index  of   Industrial   Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building'  {Bureau  of 


Census  privately  owned  housing  starts  J 

Consumption 

•  How  much  are  people  sperding?  (Bureau  of 
The  Census  retail  store  sales ) 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


JAN.    1274 

FEB 1263 

MAR.  1254 

APR. 1253 

MAY    125.4 

JUNE 125.1 

JULY  .126.0 

AUG. 126.1 

SEPT. 1244 

OCT 122.7 

NOV 119.2 

DEC.  115.7 

JAN 113.6 

FEB.   (Prel.) ...  111.1 

service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Depf  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept   of  Labor  initial  unemployment  claims) 
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Market  Comment 


Living  With 
Mounting  Debt 

By  L.  O.  Hooper 


The  Weekly  Staff  Letter  of  Da- 
vid L.  Babson  &  Co.  of  Mar.  13  pre- 
sented some  challenging  figures  about 
the  mounting  debts  of  the  American 
economy.  The  study  estimated  that  the 
grand  total  of  federal,  state,  munici- 
pal, corporate,  consumer  and  other 
debt  at  the  end  of  1974  had  in- 
creased to  $2,765  billion  from  $1,869 
billion  at.  the  end  of  1970,  from 
$874  billion  at  the  end  of  1960  and 
$183  billion  at  the  end  of  1939. 

The  annual  rate  of  debt  increase 
from  1929  through  1947  was  4%;  from 
1947  through  1965  it  was  6%;  and 
from  1965  through  1974  it  was  9%. 
It  struck  me  as  significant  that  the 
annual  rate  of  debt  increase  for 
1965-74  was  12%  in  the  corporate 
sector,  or  double  the  6%  for  the  fed- 
eral, state  and  local  governments. 

It  is  small  wonder  that  the  liquid 
position  of  most  American  corpora- 
tions for  the  past  five  years  has  been 
progressively  showing  so  much  de- 
Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
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terioration.  Current  annual  reports  al- 
most uniformly  show  that  in  1974 
1)  holdings  of  cash  and  cash  equiv- 
alents declined,  2)  bank  loans  (notes 
and  current  loans  payable)  increased, 
and  3)  funded  debt  (bonds  issued) 
was  up.  In  the  income  accounts,  one 
expense  item  almost  universally  high- 
er was  the  cost  of  borrowed  money. 
Not  only  was  debt  larger,  but  interest 
rates  in  most  cases  were  up  even  more, 
percentagewise,  than  debt. 

So  far  as  the  corporate  sector  is 
concerned,  there  has  been  a  tenden- 
cy for  at  least  ten  years  to  finance 
more  and  more  through  the  medium 
of  debt  (bonds)  rather  than  through 
the  medium  of  equity  (common 
stocks).  Last  year,  most  companies 
could  not  have  financed  through  the 
equity  route  anyway  because  of  stock 
market  conditions.  In  prior  years, 
however,  many  companies  voluntarily 
elected  to  finance  through  debt  rath- 
er than  equity  for  the  simple  reason 
that  bond  interest  (for  a  corporation) 
is  a  tax  deductible  expense;  and  prob- 


ably, in  not  a  few  cases,  because 
more  debt  and  less  equity  works  for 
higher  leverage  in  stocks. 

The  point  I  want  to  make  is  that  by 
making  interest  a  tax  deductible  item, 
the  tax  system  has  encouraged  cor- 
porations to  go  into  debt.  Note  that  at 
least  three  big  pharmaceutical  com- 
panies are  currendy  financing  through 
high-interest-rate  bonds  rather  than 
through  rights  to  stockholders  to  buy 
common  stocks  now  selling  at  20  or 
more  times  earnings.  I  question  the 
logic  of  this. 

The  increase  in  corporate  debt  last 
year  was  apparentiy  $136  billion, 
while  net  public  debt  was  up  $64  bil- 
lion and  consumer  and  other  debt 
was  up  about  $39  billion.  This  year 
there  is  every  indication  that  public 
debt  will  increase  more  than  corpo- 
rate debt  due  to  larger  federal  deficits. 
So  in  1975  total  debt,  in  spite  of  in- 
ventory liquidation  and  the  liquida- 
tion of  considerable  consumer  debt, 
will  be  up  more  than  in  any  recent 
year;  in  fact,  more  than  in  any  year 
of  World  War  II. 

I  am  only  a  country-doctor  econo- 
mist, but  it  seems  to  me  that  there 
are  several  obvious  inferences  to  be 
drawn.  The  first  is  that,  in  spite  of 
the  now-prevailing  gentle  deflation, 
the  longer-term  trend  is  toward  more 
and  more  inflation.  The  second  is  that 
there  is  unlikely  to  be  any  sustained 
decline  in  either  long-term  or  short- 
term  interest  rates  from  this  level. 
Third,  the  Federal  Reserve  will  have 
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to  supply  credit  liberally  whether  it 
wants  to  or  not  if  these  government 
deficits  are  to  be  financed.  Fourth, 
the  only  way  these  debts  can  be 
serviced  or  liquidated  is  through  dol- 
lars with  a  smaller  buying  power  than 
those  borrowed.  And  fifth,  this  tenden- 
cy toward  more  debt  has  further  to 
go  before  it  slows  down. 

Look  For  Low-Debt  Stocks 

All  of  the  above  is  not  intended  to 
be  bearish  on  stocks  over  the  near  or 
intermediate  term,  although  it  does 
stress  that  there  are  fewer  than  nor- 
mal certainties  and  stabilities  in  the 
prevailing  investment  environment.  It 
is  intended  to  make  careful  inves- 
tors more  willing  to  buy  stocks  of 
companies  having  little  or  no  debt,  lit- 
tle or  no  bank  loans,  and  larger-than- 
average  cash  positions.  There  are  very 
few  companies  having  no  debt,  but 
there  are  many  which  still  have  a 
small  debt  in  relation  to  their  size 
and  their  ability  to  carry  it.  The  only 
major  disaster  area  so  far  as  debt 
is  concerned  seems  to  be  in  the 
REITs  (real  estate  investment  trusts), 
and  the  stock  market  has  already  tak- 
en notice  of  this  group. 

As  for  the  stock  market,  it  is  obvious 
to  all  except  the  disaster  cult  (see  my 
Apr.  1  column)  that  we  are  not  soon 
headed  into  a  general  liquidation  of 
the  economy,  such  as  the  list  was 
discounting  in  the  final  half  of  1974; 
and  that  over  a  period  of  time  stocks 
are  headed  higher,  in  spite  of  any 
current  consolidation  of  the  fast  up- 
ward movement  in  the  first  quarter 
of  1975. 

The  welfare  state  still  thrives  in 
spite  of  all  the  debt  it  is  creating  and 
all  the  inflation  that  is  part  and  parcel 
of  this  type  of  economy.  It  does  not 
face  any  collapse  close  at  hand,  but 
it  can't  be  kept  going  except 
through  more  and  more  debt;  and 
that  debt  cannot  be  serviced  and  met 
as  it  comes  due  except  through  pay- 
ment in  dollars  worth  less  than  those 
borrowed.  So  far  the  cheaper  and 
cheaper  dollar  has  been  a  big  factor 
in  keeping  some  corporations  and 
many  individuals  solvent. 

A  situation  like  this,  as  I  interpret 
it,  is  tough  on  creditors  (holders  of 
long-term  bonds,  for  instance)  and 
favorable  to  debtors  who  can  settle  in 
cheaper  dollars.  One  of  the  first  things 
I  learned  in  an  introductory  economics 
class  at  college  before  World  War  I 
was  that  there  is  no  place  for  philo- 
sophic ethics  in  the  actual  operation 
of  the  political  economy.  This  col 
limn,  therefore,  must  not  be  regarded 
as  either  a  moral  essay  or  as  political 
propaganda.  If  it  is  any  good,  it  is 
because  I  am  an  unemotional  neu 
tral  obsen  er.  ■ 
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Stock  Comments 


A  Young  Bull  Market 


By  Heinz  H.  Biel 


A  half  year  has  passed  since  most 
stock  averages  made  their  1973-74 
bear-market  lows.  During  these  six 
months  all  the  news  was  bad.  At  home 
industrial  production  plunged;  unem- 
ployment rose  to  the  highest  level 
since  the  Thirties;  labor  leaders  and 
businessmen  pleaded  for  help  and  the 
President  abruptly  canceled  his  WIN 
programs;  politicians,  thinking  of  next 
year's  election,  got  ready  to  launch  the 
biggest  giveaway  program  in  history. 

Foreign  news  was  just  as  bad.  Cam- 
bodia is  on  the  brink  of  collapse; 
South  Vietnam  looks  utterly  hope- 
less; Kissinger's  shuttle  diplomacy 
ended  in  failure;  King  Faisal,  pre- 
sumably a  moderating  factor  among 
the  Arabs,  was  killed;  and  the  dollar 
continued  to  lose  ground  vis-a-vis  the 
Swiss  franc,  the  German  mark  and 
other  "hard"  currencies. 

But  nothing  fazed  the  stock  mar- 
ket. Once  the  year-end  tax  selling  was 
out  of  the  way,  it  just  moved  for- 
ward. The  bad  news  was  either  ignored 
or  simply  shrugged  off,  barely  causing 
a  ripple  in  the  upward  trend.  The 
stock  market,  as  has  been  shown  once 
again,  just  lives  a  life  of  its  own, 
confounding  those  daily  commentators 
who  always  have  to  search  for  reasons 
why  stocks  are  doing  this  or  that.  If 
there  is  one  logical  explanation  for 
this  young  bull  market,  it  is  the  sev- 
eral constructive  actions  taken  by  the 
Federal  Reserve  to  make  money  easier 
and  cheaper,  such  as  the  lowering  of 
bank  reserve  requirements,  several  re- 
ductions of  the  rediscount  rate  and 
even  a  cut  in  margin  requirements  for 
stock  purchases.  More  recently  the 
Fed  bought  nearly  a  billion  dollars 
worth  of  U.S.  Government  bonds  and 
notes  in  a  single  week  to  bolster  a 
sagging  bond  market. 

Many  investors  still  believe  that  this 
bull  market  can't  be  for  real.  They 
have  been  fighting  the  trend  all  along, 
and  now  they  are  getting  more  and 
more  nervous  and  their  uninvested 
cash  balances  make  them  increasingly 
uncomfortable.  Waiting  for  a  chance 
to  correct  their  mistake,  they  try  to 
jump  onto  the  bandwagon  at  every 
slight  setback.  This  probably  is  the  ex- 
planation   why    the    market   has    had 
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only  brief  and  minor  setbacks  so  far, 
instead  of  a  significant  correction  that 
would  be  more  in  proportion  to  the 
preceding  advance. 

There  is  no  way  accurately  to  es- 
timate how  much  money  ultimately 
destined  for  the  stock  market  is  still 
waiting  on  the  sidelines.  Many  pro- 
fessional as  well  as  individual  inves- 
tors have  not  yet  recovered  from  the 
shock  of  last  year's  bloodbath.  I  am 
afraid  that  they  will  wait  until  this 
bull  market  has  reached  maturity. 
Then,  once  again,  they  will  be  pay- 
ing too  much  and  expose  themselves 
to  new  losses  in  the  next  bear  market. 

Recession  Ending? 

It  is  regrettable  that  President  Ford 
did  not  have  the  strength  and  courage 
to  follow  what  seems  to  have  been  his 
inclination  and  to  veto  the  tax  bill. 
The  great  giveaway  will  result  in 
nightmarish  deficits.  Its  effectiveness 
as  an  economic  stimulant  is  question- 
able, and  so  is  its  timing.  Two  months 
ago  a  quick  and  sizable  refund  might 
have  proved  a  helpful  shot  in  the  arm. 
But  now  it  may  no  longer  be  needed, 
and  the  aftereffect  will  be  very  harm- 
ful. One  can  now  see  the  first,  admit- 
tedly faint,  signs  that  the  recession  is 
beginning  to  bottom  out.  The  index 
of  leading  indicators  has  stopped  de- 
clining for  the  first  time  in  six  months. 
Other  indices  may  not  turn  up  for  a 
while,  but  they'll  probably  decline  less. 

Mortgage  money  now  is  plentiful 
and  mortgage  interest  rates  are  com- 
ing down  to  more  reasonable  levels. 
It  is  incomprehensible  that  our  Gov- 
ernment is  now  taking  the  taxpayer's 
money  for  refunds  of  up  to  $2,000  to 
buyers  of  new  houses,  a  measure  de- 
signed to  bail  out  the  homebuilders 
who  had  misjudged  the  market. 
Chrysler  and  others  had  to  take  it  on 
the  chin  and  pay  bonuses  out  of  their 
own  pockets  in  order  to  get  rid  of  sur- 
plus inventory.  What  is  so  special 
about  builders  of  homes? 

If,  as  I  expect,  business  activity  im- 
proves later  this  year,  and  if,  as  I  fear, 
double-digit  inflation  returns  in  1976, 
then  the  present  era  of  low  money 
rates  is  likely  to  be  short-lived.  What 
should  the  individual  investor  do  with 
that  portion  of  his  money  that  is  not 
intended  for  common  stocks?  The  so- 


called  money  funds  now  pay  less  than 
6%.  Savings  banks  require  tying  up 
money  for  several  years  before  paying 
a  high  rate  of  interest.  Long-term 
bonds  and  even  intermediate-term 
notes  (eight  to  ten  years)  may  prove 
vulnerable  in  the  market,  when  in- 
terest rates  climb  again. 

The  "floating  rate"  bonds  of  Citi- 
corp and  Chase  Manhattan  and  others 
may  be  an  answer.  The  Citicorp  and 
Chase  bonds  both  pay  9.7%  until 
May  31  and  June  15,  respectively. 
Thereafter  they  will  pay  1%  above  the 
3-month  Treasury  bill  rate,  which  is 
presently  about  5%%.' While  60%  (and 
it  could  even  be  less)  is  not  espe- 
cially attractive,  the  intriguing  aspect 
of  these  bonds  is  that  they  can  be 
redeemed  at  par,  at  the  holders'  op- 
tion, on  any  interest  rate  beginning 
June  1,  1976,  and  June  15,  1976,  re- 
spectively. This  assures  the  holders 
that  the  price  of  these  bonds  will  stay 
close  to  par  as  1976  approaches.  They 
are  being  actively  traded  on  the  New 
York  Stock  Exchange  and  currently 
sell  around  98% .  The  triple- A  rated 
Standard  Oil  of  Indiana  bonds,  fea- 
turing similar  terms  but  different  dates, 
sell  slightly  above  par. 

Except  for  the  oils— which  not  sur- 
prisingly find  themselves  in  the  dog- 
house and  which  on  top  of  all  else 
are  now  being  deprived  of  their  cher- 
ished depletion  allowance— almost  all 
major  stock  groups  enjoyed  good  par- 
ticipation in  this  young  bull  market. 
Even  companies  that  are  not  doing 
well  at  all  right  now  and  whose  near- 
term  prospects  are  mediocre,  to  say 
the  least,  have  shown  spectacular  gains 
in  recent  weeks.  It  was  an  easy  time 
to  be  a  stock  market  hero. 

From  here  on  such  large  percent- 
age gains  as  have  occurred  in  the  past 
six  months  will  be  harder  to  come  by. 
And  not  even  a  bull  market  goes 
straight  up  without  interruptions. 
While  I  do  not  have  much  doubt 
about  the  major  trend,  the  chances  of 
a  more  formidable  correction  are 
greater  now  than  they  were  a  few 
months  ago.  Although  I  now  have  to 
swallow  a  few  times  before  re-recom- 
mending the  stocks  I  liked  at  lower 
prices,  I  still  favor  such  investment 
grade  stocks  as  Heublein,  Union  Car- 
hide,  G.D.  Searle,  Ingersoll-Rand, 
American  Tel  b-  Tel  and  IBM.  The 
latter  has  not  done  much  lately,  but 
at  15  times  estimated  1975  earnings, 
it  does  represent  good  value.  The  Jus- 
tice Department  seems  to  have  more 
difficulty  prosecuting  IBM  than  the 
company  has  defending  itself. 

Among  somewhat  more  speculative 
stocks,  I  suggest  Jim  Walter,  Boeing, 
Williams  Cos.  and  Walt  Disney,  whose 
Florida  showplace  had  a  record-break- 
ing holiday  season.   ■ 
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Overseas  Commentary 

Things  Look  Terrible;  It's  A 
Good  Time  To  Buy  Stocks 

By  Walter  Oechsle 


This  column  has  been  outlandishly 
bullish  for  the  world's  stock  markets 
for  some  time.  Obviously,  some  of  the 
optimism  was  ill-placed,  and  certain- 
ly premature,  since  markets  all  over 
the  world  took  a  final,  fearful  beat- 
ing in  the  fall  of  last  year.  The  sharp 
upturn  in  the  early  months  of  1975, 
however,  has  more  than  compensated 
for  the  drubbings  of  1974.  In  fact, 
things  have  been  so  good  I  am  now 
tempted  to  "dust  off"  most  of  my 
1974  predictions  and  view  them  with 
a  certain  amount  of  satisfaction. 

But  perhaps  it  is  premature  to 
glory  in  past  bullish  predictions.  Af- 
ter all,  the  rallies  in  New  York  and 
London  are  a  mere  three  months  old; 
only  Tokyo  and  Frankfurt  can  look 
back  on  more  than  six  months  of  solid 
uptrends.  Is  this,  then,  a  last  chance 
for  die-hard  bulls  to  admit  defeat, 
cash  in  the  gains  of  the  last  few- 
months    and   head   for   the   sidelines? 

I  have  to  admit  that  this  tempta- 
tion does  indeed  exist.  Just  look  at 
economic  developments  anywhere 
and  you'll  see  ample  reason  for  put- 
ting your  money  under  the  mattress 
rather  than  into  stocks.  The  economic 
news  could  hardly  be  worse.  It  is  dif- 
ficult to  believe,  but  even  Germain 
and  Japan  are  having  unemployment 
problems;  inflation  in  Great  Britain  is 
still  projected  at  some  20%;  much  of 
U.S.  industry  is  operating  at  less  than 
70%  of  capacity.  Finally,  there  are  the 
politico-economic  problems:  the  price 
of  oil,  the  governmental  deficits,  the 
homeless  Petrodollars  and  the  world- 
wide strains  in  the  banking  system. 

Yet,  despite  all  these  negatives,  I 
remain  bullish  for  the  world's  major 
stock  markets.  I  have  repeatedly 
pointed  out  in  these  columns  thai 
stock  markets  are  better  in  coping 
with  recession  than  in  adjusting  to  in- 
flation. I  do  not  consider  it  an  acci- 
dent that  stock  markets  turned  up 
just  as  the  recession  gathered  mo- 
mentum and  as  the  rate  of  inflation 
started  to  decline.  Without  question 
the  lower  rate  of  inflation  has  beer 
the  key  factor  in  the  big  rallies  in 
virtually  all  stock  markets. 

But— what  if  .  .  .?  The  big  "what 
if"  in  the  current  environment  is  the 
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possibility  that  inflation  will  pick  up 
again  long  before  anyone  anywhere 
has  enjoyed  a  bull  market  for  very 
long.  I  admit  being  gravely  concerned 
on  this  count.  It  is  one  of  the  two 
factors  that  somehow  simply  don't  fit 
into  my  extremely  bullish  attitude. 
The  other  factor  with  which  I'm  not 
happy  is  my  very  conservative  stock 
selection.  Only  last  month  I  proposed 
a  worldwide  portfolio  consisting  of  the 
bluest  of  blue  chips  (Forbes,  Mar. 
15).  If  we  are  in  the  early  stages  of 
a  bull  market,  then  obviously  many 
stocks  will  do  considerably  better 
than  those  of  the  highest  quality  that 
I've  been  recommending  in  the  past. 

But  back  to  my  concern  No.  One, 
inflation.  Clearly  inflation  is  declining 
everywhere.  But  given  the  pressures 
created  by  huge  government  deficits, 
how  long  can  that  last?  My  answer: 
longer  than  you  think. 

The  dramatic  increase  in  the  price 
of  oil  was  much  more  inflationary 
than  any  purely  mathematical  analy- 
sis indicated.  Its  multiplier  effect  was 
greatly  underestimated.  By  the  same 
token,  the  stability  and/ or  decline  in 
oil  prices  will  now  exert  a  much 
stronger  stabilizing  influence  on  over- 
all price  levels  than  is  generally  as- 
sumed. There  will  also  be  other  favor- 
able factors  at  work.  Wage  increases 
are  moderating  everywhere,  raw  ma- 
terial prices  have  come  down.  As  eco- 
nomic activity  picks  up,  as  capacity 
utilization  goes  up,  there  will  be 
some  sensational  gains  in  productiv- 
ity. Cost  pressures,  in  other  words, 
will  he  minimal.  Compared  with  the 
figures  of  the  recent  past,  inflation 
rates  will  slow  down  to  a  crawl.  Fa  en 
the  most  optimistic  current  projec- 
tions will  prove  to  be  too  high. 

Do  I  believe  that  Inflation  is  dead? 

Certainly  not;  but  it  is  a  safe  bet  that 
many  investors  will  believe  so  in  the 
not-too-distanl  future.  That  point  in 
time— so  my  scenario  u;oes— will  be 
closely  followed  by  a  pickup  in  infla 
tion.  It  will  also  mark  the  first  tine 
test  for  the  bull  market.  All  ol  this 
lies  far  enough  in  the  future  so  that 
it    would    be    a    grave    BITOT    to    let     it 

dominate  one's  investment  strategy 
now.  But  it  would  be  an  even  gravei 

mistake  not  to  keep  it  in  mind  Foi 
future    reference;     it     will    be    needed 
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sometime  in  1976,  1977  at  the  latest. 

Remember  that  the  stock  market 
[attempts  to  anticipate  the  economy. 
But  on  many  occasions  in  the  past  it 
has  been  wrong.  At  the  moment  the 
consensus  is  that  things  will  be  a  lot 
better  than  they  are  now.  This  applies 
to  both  recession  and  inflation. 

Is  the  consensus  correct?  In  my 
opinion,  yes,  but  only  partly  so,  be- 
cause developments  will  be  consider- 
ably better  than  the  consensus  as- 
sumes. Furthermore— and  this  is  most 
important— six  months  from  now  the 
consensus  will  be  more  optimistic. 
There  will  be  a  worldwide  celebra- 
tion of  a  victory  over  inflation.  At 
that  point  it  may  be  prudent  to  be- 
come much  more  cautious,  simply  be- 
cause the  consensus  at  that  time  will 
have  swung  to  excessive  optimism. 

Finally,  some  technical  considera- 
tions supporting  my  bullish  stance: 
At  the  moment  stock  market  senti- 
ment is  turning  bullish  all  around  the 
world.  Is  this  a  danger  signal?  No,  not 
yet.  Many  of  the  current  bulls  have 
still  not  acted  on  their  conviction. 
They  are  looking  for  a  correction  to 
put  their  cash  reserves  to  work.  That 
fact  alone  virtually  guarantees  that 
the  corrections  will  be  both  brief  and 
shallow.  It  also  strongly  confirms  my 
conviction  that  we  are  in  a  bull  mar- 


ket. The  surest  sign  of  a  bear  market 
is  that  everyone  is  looking  for  a  rally 
to  get  out;  the  opposite  is  true  for 
a  bull  market. 

Don't  Wait  Too  Long 

My  advice,  then,  is:  Don't  sit  on 
the  sidelines  too  long.  If  you  are  wait- 
ing for  a  big  correction  to  get  back 
into  the  market,  chances  are  it  won't 
happen  because  you  have  too  much 
company  who  want  to  do  the  same 
thing.  All  of  this  applies  whether  you 
invest  worldwide— as  I've  always 
urged— or  stick  strictly  to  the  U.S. 
Finally,  any  regional  calamity,  such 
as  war  in  the  Middle  East,  should  be 
viewed  as  a  great  buying  opportunity. 
The  market  is  telling  you  that  the 
world  economy  is  going  to  be  in  pretty 
good  shape.  I'm  telling  you  the  mar- 
ket is  wrong;  the  economies  are  go- 
ing to  be  in  even  better  shape  than 
the  markets  are  anticipating.  If  you 
believe  neither,  you  should  probably 
bail  out  in  a  hurry,  but  I  suspect 
you'd  be  making  a  big  mistake. 

How  can  I  be  so  sure  of  my  sce- 
nario? One  of  the  great  benefits  of 
investing  internationally  is  a  gain  in 
perspective.  For  instance,  both  the 
German  economy  and  stock  market 
are  probably  some  three  to  six  months 
ahead  of  the  U.S.  in  the  current  cycle. 


Three  to  six  months  ago  the  ques- 
tions now  being  raised  in  the  U.S.  re- 
garding budget  deficits  and  their  ef- 
fect on  interest  rates  were  being  asked 
in  Germany.  In  the  meantime,  inter- 
est rates  have  worked  their  way  low- 
er and  the  stock  market  is  some  20% 
higher.  This  is  not  a  compelling  argu- 
ment for  any  other  economy  or  stock 
market,  including  the  U.S.',  but  it  is 
surely  an  important  clue. 

At  the  outset  of  this  column  I  in- 
dicated that  I  felt  uneasy  with  two 
factors  in  my  extremely  bullish  stance, 
the  first  being  the  possibility  of  an 
early  resumption  of  inflation.  The  sec- 
ond is  my  past  emphasis  on  high-qual- 
ity blue  chips.  Short  term,  I'm  much 
more  concerned  about  this  second 
problem.  If  the  developed  world's  free 
enterprise  system  is  about  to  stage  a 
strong  recovery,  it  probably  is  time 
to  go  further  afield,  something  I've 
strongly  advised  against  in  the  past. 
So  I  suspect  that  this  may  well  be 
the  ideal  time  to  look  at  companies 
that  survived  the  crunch  despite  lousy 
balance  sheets  and  where  earnings 
have  fallen  out  of  sight.  Needless  to 
say,  the  risks  are  greater  in  these 
stocks,  but  so  are  the  potential  re- 
wards. A  list  of  aggressive  suggestions 
—worldwide— will  be  featured  in  next 
month's  column.   ■ 
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Introduction  to  Option  Trading 
Part  2:  Option  Writing 

Want  to  reduce  the  risk  of  your  portfolio  without  selling  your  current  holdings?  If 
your  stocks  are  well-known  blue  chips,  the  conservative  strategy  of  writing  options 
against  your  portfolio  can  help  you  achieve  this  objective  and  may  produce 
significant  tax  savings  as  well. 


WHY  WRITE  OPTIONS? 

Whereas  option  buying  is  best  left  to  in- 
dividuals wheccan  withstand  sudden  and 
very  dramatic  losses,  writing  options  on  a 
portfolio  of  stocks  is  a  low-risk  investment 
strategy.  The  appeal  of  this  technique  has 
much  in  common  with  the  appeal  of  low- 
risk  convertible  debentures  and 
preferreds:  reduced  downside  risk  vis-a- 
vis the  alternative  of  simply  holding  the 
common  stock  Of  course,  as  with  most 
convertibles,  the  writer  of  an  option 
against  a  long  position  sacrifices  some  of 
the  upside  potential  of  the  underlying 
equity  But  the  ability  to  close  out  a  posi- 
tion on  one  of  the  option  exchanges  can 
be  used  to  preserve  much  of  the  upside 
potential  and  generate  significant  tax 
savings  as  well. 


EVALUATING  A   POSITION 

With  the  addition  of  all  listed  call  options 
to  The  Value  Line  Convertible  Survey,  the 
Value  Line  ranking  system,  which  current- 
ly covers  more  than  1  500  common  stocks 
and  600  convertibles,  will  be  extended  to 
include  both  buying  and  writing  of  listed 
call  options. 

The  aim  of  our  current  discussion  is  to 
present  an  introduction  to  option  writing. 
We  will  show  how  writing  options  against 
a  long  position  in  the  stock  can  lower  the 
risk  of  the  investor's  overall  position.  We'll 
explain  some  of  the  considerations  in- 
volved in  selecting  an  expiration  month 
and  a  striking  price  And  we'll  show  how 
paper  profits  can  be  turned  into  real  tax 
savings 

(continued) 
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Technician's  Perspective 


Dilemmas 


One  way  technical  analysts  try  to 
diagnose  the  characteristics  and  pros- 
pects of  a  stock  price  trend  is  by  ob- 
serving its  interruptions.  Initial  re- 
coveries from  bear-market  lows,  so  the 
long-term  record  suggests,  tend  to 
persist  for  several  months  with  minor 
reactions  not  exceeding  much  over 
5%.  This  experience  was  buttressed 
afresh  last  January  and  February  by 
three  successive  short-lived  setbacks 
ranging  from  4.6%  to  5.7%  in  the  DJI 
(intraday  high-low  basis). 

For  a  growing  number  of  trend 
watchers,  these  reactions  strengthened 
the  case  for  a  final  bear-market  low 
on  Dec.  6,  1974,  and,  ipso  facto,  the 
case  for  a  new  bull  market.  Inasmuch 
as  some  initial  bull-market  phases 
have  lasted  considerably  longer  than 
three  months  without  running  into  re- 
actions much  greater  than  5%,  not  a 
few  commentators  last  month  were 
disposed  to  think  the  recovery  swing 
had  a  good  deal  of  useful  scope  and 
life  expectancy  left. 

As  I  have  repeatedly  written  here 
since  early  in  the  year,  I  can  buy  the 
argument  that  the  bear  market  is  over. 
I'm  also  quite  aware  that  bull  mar- 
kets, in  their  first  youth,  have  a  way 
of  outrunning  even  seemingly  extrava- 
gant upside  projections.  But,  as  I've 
also  repeatedly  pointed  out,  I  can  find 
reasons  for  thinking  that,  whatever 
bull  market  we  may  have  on  our 
hands,  it  is  not  likely  to  resemble  the 
sustained  and  prolonged  major  up- 
trends that  were  characteristic  of  the 
1950s  and  1960s.  Those  advances 
had  the  benefit  of  an  economy  grow- 
ing at  a  strong  long-term  rate. 

In  the  present  instance,  to  be  sure, 
a  cyclical  business  recovery  from  the 
longest  and  deepest  recession  in  a 
generation  seems  bound  to  materialize 
sooner  or  later.  But  I  question  wheth- 
er anyone  can  confidently  predict  that 
this  recovery  will  lead  directiy  into  an- 
other protracted  period  of  strong  eco- 
nomic expansion.  Indeed,  until  we  see 
what  the  next  recession  is  like,  we  may 
have  to  assume  that  the  long-term 
growth  trend  of  the  economy  will  be 
unaccustomedly  modest.  If  so,  we 
probably  should  not  expect  a  bull 
market  like  those  of  the   1950s   and 
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By  John  W.  Schulz 

1960s,     but     something     marked    by 
wider  cyclical  swings. 

Obviously,  this  is  a  long-range 
thesis,  and  as  such  it  will  have  to  be 
reexamined  in  light  of  stock  market 
behavior  during  the  months,  perhaps 
even  years,  ahead.  But  I  thought 
there  was  at  least  tentative  evidence 
in  its  favor  late  last  month  when  the 
market  staged  a  reaction  exceeding 
8%  (from  Dow  796.63  to  731.46) 
sooner  than  the  bull-market  record  of 
the  preceding  20  years  might  have 
suggested.  Though  this  setback  did 
not  necessarily  preclude  a  further  ad- 
vance (above  800),  it  quite  probably 
marked  a  first  slowdown  in  the  bull 
market's  momentum.  What's  more,  it 
came  at  almost  exactly  the  DJI  price 
level  where  last  year's  typically  pan- 
icky final  bear-market  phase  began. 

Slower  Price  Gains 

What's  technically  significant  about 
that  is  that  initial  bull-market  swings 
have  tended  to  retrace  most  or  all, 
but  rarely  much  more  than,  the  pre- 
ceding panic  phase  before  running 
out  of  steam.  Put  differently,  this  sort 
of  recovery  wipes  out  a  price  collapse 
occasioned  by  investor  fears  of  calam- 
ities that,  after  the  panic,  no  longer 
seem  realistic.  But,  by  the  same  token, 
a  return  to  the  pre-panic  price  range 
can  also  mean  that  problems  may  no 
longer  be  overdiscounted  (as  they  no 
doubt  were  at  the  panic  low)  and 
that  there  is  now  a  risk  the  recovery, 
in  turn,  may  have  prematurely  dis- 
counted or  overdiscounted  the  pros- 
pect of  improved  "fundamentals." 

The  bull  market  thus  enters  a  more 
sober  stage,  where  the  rate  of  price 
gains  tends  to  slow  and  the  vulnera- 
bility to  intermediate-trend  reaction 
risk  tends  to  increase.  That  stage,  I 
think,  is  at  hand,  if  it  has  not  already 
begun.  And  if  it's  correct .  to  assume 
that  the  broad,  long-term  trend  of  the 
overall  stock  price  movement  is  now 
flatfish  rather  than  up,  then  it  should 
stand  to  reason  that  intermediate- 
trend  reactions  in  the  new  bull  mar- 
ket could  be  deeper  than  the  rough- 
ly 10%  norm  of  earlier  post-World 
War  II  bull  markets. 

This  assumption  would  be  consis- 
tent with  another  concept  I've  re- 
ferred  to   in   recent   months,   namely, 


that  a  bear  market  which,  in  effect, 
lasted  all  of  four  years  ought  to  be 
followed  by  many  months  of  "base 
development"  before  one  might  tech- 
nically expect  a  sustained  long-term 
uptrend  to  materialize.  So  far,  it's  pos- 
sible to  recognize  only  a  four-month 
base  in  the  Dow  (under  700),  com- 
pleted in  January.  I  don't  think  that's 
enough;  and  if  it  isn't,  we  should  not 
exclude  the  possibility  of  additional 
base  development  this  year,  with  the 
Dow  fluctuating  perhaps  some  of  the 
time  in  the  600s.  I  wouldn't  be  overly 
surprised  to  see  the  Dow  drop  back  to 
a  level  modestly  below  the  "gap"  on 
its  chart  between  671  and  679. 

All  this  is,  of  course,  still  quite  con- 
jectural. Meanwhile,  it's  perfectly  pos- 
sible that  further  base  development 
will  take  place  above  Dow  700;  if  it 
does,  it  would  probably  become  nec- 
essary to  assume  that  the  market  has 
a  stronger  underlying  long-term  up- 
trend than  I  can  perceive  at  this  time. 

Like  many  other  observers,  I  think 
the  wide  recovery  in  stock  prices  since 
December  was  closely  related  to  the 
extraordinarily  swift  decline  in  short- 
term  interest  rates,  which  shrank  the 
profitability  of  money-market  instru- 
ments as  havens  for  stock  market  risk 
avoiders.  Now,  it  seems  to  me,  the 
scope  for  further  drops  in  most  short- 
term  rates  has  become  decidedly 
limited,  so  this  stimulus  for  higher 
stock  prices  should  be  on  the  wane, 
if  not  exhausted  altogether.  Some  oth- 
er buying  motive  will  have  to  replace 
it,  but  for  the  next  several  months  I 
can't  visualize  anything  nearly  so  con- 
crete. True,  the  commercial  banks' 
prime  rate  (recently  dropping  toward 
7%)  may  keep  falling  some  more,  but 
because  such  additional  downward 
adjustments  are  widely  expected  they 
could  be  "non-news"  for  a  stock  mar- 
ket where  the  average  dividend  yield 
has  dropped  to  about  5%. 

Investors  looking  ahead  to  a  busi- 
ness recovery  with  reviving  credit  de- 
mands also  have  to  anticipate  a  firm- 
ing of  short-term  interest  rates  thai 
could  put  a  crimp  in  further  gains  in 
stock  prices.  What's  more,  a  prime 
rate  of,  say,  6%  could  induce  leverage- 
minded  investors  to  borrow  money  for 
buying  medium-  and  long-term  cor- 
porate bonds  yielding  perhaps  8%-9% 
(if  not  more)  and  thus  divert  some 
aggressive  money  from  lower-yielding 
common  stocks.  Looking  further 
ahead,  some  analysts  have  begun  t«> 
worry  over  a  possible  new  credit 
crunch  next  year  as  rising  business 
credit  requirements  collide  with  led 
eral  borrowing  needs.  If  this  le.u 
proves  unjustified,  it  could  be  l« 
cause  economic  recovery  hopes  tie 
disappointed,  a  nifty  potential  dilem- 
ma for  the  investor.   ■ 
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Wall  Street  View 


On  the  Defensive 

By  Robert  Stovall 


That  April  would  be  a  cruel  month 
this  year  was  almost  preordained.  Con- 
sider the  following: 

•  Investors  lucky  or  smart  enough 
to  have  bought  stock  last  autumn 
now  have  long-term  positions  for  in- 
come tax  purposes,  plus  lots  of  moti- 
vation to  take  profits. 

•  Institutional  investors  who  man- 
age visible  portfolios  (open-  and 
closed-end  investment  companies  and 
bank-managed  special  funds  are 
some)  can  engage  in  adding  or  de- 
leting positions  right  up  to  the  final 
day  of  each  month.  Many  of  these, 
including  those  who  never  believed 
the  validity  of  the  post-Dec.  9  rally, 
probably  preferred  not  to  end  the 
March  quarter  too  heavily  in  cash. 
Some  portfolios  that  will  show  rather 
fully  invested  positions  when  March 
quarter  pamphlet  reports  are  released 
(and  presumably  enjoyed  a  heavy 
participation  in  early  1975  market 
strength)  might  have  begun  steering 
toward  more  liquidity  over  the  past 
fortnight. 

•  Professional  money  managers  who 
have  to  generate  capital  gains  in  their 
portfolios  had  a  severe  temptation 
in  late  March  and  early  April.  The 
early  weeks  of  1971  and  1972  were 
among  the  best  of  those  years.  Those 
who  believe  that  the  highs  of  1975 
also  have  already  been  seen  have 
presumably  been  active  sellers. 

•  First-quarter  earnings  reports  will 
soon  be  in  full  flow  and  will  not  read 
very  well.  Those  investors  who  be- 
lieve that  the  stock  market  is  looking 
ahead  to  1976  and  the  expected  busi- 
ness recovery  had  second  thoughts 
following  -the  reception  given  to 
AT&T's  9%  drop  in  per-share  earnings 
in  the  three  months  ended  Feb.  28. 
The  stock  dropped  4  points  in  the 
days  following  the  announcement,  a 
rather  large  move  for  Ma  Bell. 

•  April  and  May  constitute  the  an- 
nual meeting  season.  Full-year  fore- 
casts are  constructed  and  frequently 
published.  Dividends  are  considered. 
This  year  more  than  the  average  num- 
ber will  be  reduced. 

•  Almost  $5  billion  in  new  corporate 
bonds  were  offered  last  month,  and 
the  urge  to  add  liquidity  to  balance 

Mr.  Stovall  is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 


sheets  persists.  Some  bond  underwrit- 
ers pushed  too  hard  on  the  rate  curve 
and  produced  a  clutch  of  bonds  for 
which  there  was  no  ready  market 
unless  prices  were  cut— which  they 
were.  A  host  of  new  offerings  by  the 
Federal  Government,  by  top  quality 
corporations  and— in  the  majority— 
by  hard-pressed  companies  caused  a 
sudden  hardening  of  interest  rates 
in  the  fixed-income  sector.  The  en- 
tire investment  mechanism,  common 
stocks  not  much  less  than  bonds  and 
other  market  instruments,  is  closely 
linked  to  interest-rate  developments. 

•  The  securities  market  did  not  like 
the  breakdown  of  the  Middle  East 
border  discussions  any  more  than  it 
enjoys  military  setbacks  sustained  by 
the  U.S. -client  governments  in  South 
Vietnam  and  Cambodia,  or  the  trans- 
ference of  Portugal  from  NATO's 
western  flank  to  a  people's  republic. 
The  assassination  of  Saudi  Arabia's 
King  Faisal  removes  our  most  power- 
ful support  in  Arabia  and  replaces 
him  with  an  unproved  quantity. 

Bear-Market  Trap 

Of  all  the  reasons  to  consider  a  de- 
fensive posture,  the  track  of  interest 
rates  and  inflation  are  the  most  im- 
portant. Headlines  of  domestic  and 
international  political  turmoil  and  the 
size  and  shape  of  the  Government's 
fiscal  program  are  more  dramatic, 
but  what  it's  going  to  cost  and  who 
is  going  to  pay  for  it  are  more  basic 
determinants  of  stock  prices.  With 
so  many  fears  abounding,  we  may 
have  just  witnessed  a  sharp  rally  in 
a  long  bear  market  and  the  springing 
of  a  giant  trap  on  the  bulls.  But  if 
it  is  to  be  a  new  bull  market,  it  is 
only  beginning,  because  there  are  too 
many  pessimists  around.  Bull  markets 
usually  end  when  everyone  is  optimis- 
tic and,  consequently,  fully  invested. 
Today's  conditions  do  not  qualify. 

Playing  the  market  both  ways 
prompts  me  to  search  for  a  defensive 
industry  likely  to  go  against  the  trend 
and  to  show  steady  sales  growth,  with 
stable  to  increasing  profit  margins  and 
higher  earnings  per  share  in  1975. 
The  supermarketing  industry  seems 
ideally  qualified.  While  corporate  prof- 
its for  all  American  industry  are  ex- 
pected to  drop  from  20%  to  30%  for 


the  full  year,  supermarket  operators 
are  expected  to  post  nearly  a  10% 
gain.  This  excludes  the  Great  Atlantic 
&  Pacific  Tea  Co.,  whose  results  over 
the  next  year  or  two  defy  analysis. 
The  reasons  to  be  positive  on  well- 
positioned  supermarketers— such  as 
Kroger  (22),  Winn-Dixie  (34),  Safe- 
way ( 44 )  and  Jewel  Companies  ( 22 ) , 
all  of  which  should  show  higher 
earnings  this  year— can  be  summarized 
as  follows: 

•  A&P's  3,500  stores  will  be  cleaved 
by  fully  one  third  in  a  program  head- 
ed by  the  first  outsider  to  chair  the 
giant  company  in  its  116-year  his- 
tory, now  wielding  the  axe  as  no  in- 
sider could.  It  will  take  A&P  quite 
a  while  to  negotiate  its  way  out  of 
myriad  store  leases  and  to  find  a  way 
to  mollify  unions  representing  the  es- 
timated 30,000  workers  whose  jobs 
are  threatened.  The  investment  con- 
clusion is— don't  buy  A&P  stock  now, 
but  buy  shares  of  its  competitors 
which  will  benefit  as  competition  is 
reduced  in  the  big  cities  in  the  East 
and  Midwest  where  most  of  A&P's 
small  stores  are  likely  to  be  shuttered. 

•  Capacity  additions  to  the  industry 
are  being  made  at  a  reduced  rate, 
inhibited  by  the  high  cost  of  money, 
the  state  of  the  real  estate  market, 
and  the  troubles  of  many  shopping 
center  operators  across  the  country. 

•  The  process  of  consolidation  of  su- 
permarket sales  into  fewer  hands  has 
been  accelerated  since  A&P's  price 
cutting  WEO  campaign  of  1972, 
which  caused  a  general  earnings  di- 
saster within  the  industry. 

•  In  common  with  other  industries, 
supermarket  operators  are  more  in- 
terested in  maximizing  investment 
returns  than  they  were  and  are  play- 
ing down  expansion  merely  for  the 
sake  of  adding  to  market  shares. 

•  Beef,  potato,  onion,  sugar,  fresh 
vegetable  and  citrus  fruit  prices  have 
dropped.  Consumer  militancy  against 
supermarket  operators  has  cooled,  al- 
though food  price  inflation  is  expect- 
ed to  approach  10%  to  12%  this  year. 
The  No.  One  whipping  boy  of  the 
consumer  is  now  the  oil  industry. 

•  While  economists  debate  whether 
we  are  in  a  maxirecession  or  a  mini- 
depression,  food  markets  do  a  grow- 
ing business  because  of  the  obvious 
necessity  of  the  products. 

•  Federal  fiscal  policies  are  geared 
to  increase  disposable  income  via  tax 
cuts  and  rebates,  much  of  which  will 
find  its  way  through  the  check-out 
counters  of  the  food  markets. 

Should  Kroger,  Winn-Dixie,  Safe- 
way, Jewel  and  their  peers  in  the  food 
marketing  business  report  counter- 
cyclical earnings  gains  in  1975  vs. 
1974,  a  strong  defensive  position  can 
prove  to  be  an  effective  offense.   ■ 


FORBES,   APRIL   15,    1975 


89 


GROWTH... 

GROWTH... 

GROWTH... 

.  .  .  From  a  scrappy  little  pipeline  company  with 
$12  million  of  revenue  in  1962  to  a  diversified, 
integrated  energy  and  pollution  control 
company  with  sales  and  revenues  of  over 
$249  million  in  1974.  There's  more  to  come. 
Write  for  our  latest  report  to  investors. 
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CORPORATION 


94th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond 
International  Corporation  on  Febru- 
ary 27,  1975,  declared  a  quarterly 
dividend  of  50*  per  share  on  the 
Common  Stock,  payable  May  1,  1975, 
to  shareowners  of  record  April  8, 
1975.  GEORGE  PASCALE 
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Readers  Say! 


(Continued  from  page  11)\ 
indebted  to  him  for  his  sincere  efforts 
to  assist  me  and  the  other  officers! 
since  he  resigned  the  presidency. 

—J.  Frank  Leach 

President  and  CEO 

Areata  National  Corp 

Menlo  Park,  Calif. 

Gasoline  Tax 

Sir:  I  concur  with  your  repeated 
calls  for  a  higher  gasoline  tax.  Here 
in  Germany  gasoline  is  about  $1.34  aj 
gallon,  about  88  cents  of  it  tax,  and 
there  is  little  or  no  complaint.  In  spite 
of  the  tax,  this  country  has  one  of  the 
lowest  inflation  rates,  lowest  unem- 
ployment rates  and  a  most  favorable 
balance  of  trade. 

—Frederick  A.  Yates 
Frankfurt,  Germany 

Sir:  I  can  recall  during  World  War 
II  the  rationing  of  gasoline  for  defense 
purposes  which  seemed  to  work  some- 
what effectively.  If  I  needed  more 
gasoline  than  my  "A"  book  rationingl 
allowed  me,  I  would  have  to  dicker 
with  my  fellow  citizens  to  try  to  pur- 
chase additional  stamps.  We  didn't 
think  in  terms  of  a  rebate  or  a  credit! 
even  though  I  was  in  the  lower  in-4 
come  group.  We  didn't  think  it  was 
necessary  to  get  special  consideration 
from  the  Government. 

—Paul  Pavlui 
Hinsdale,  Ill.| 

Something  Gives 

Sir:  Re  "The  Sports  Boom  Is  Go- 
ing Bust"  (Feb.  15).  As  in  any  en-fl 
deavor,  when  the  price  outweighs  the 
benefits  received,  something  gives. 
Witness  the  sheer  boredom  exhibited 
by  Mr.  Cosell  and  company  as  they 
yawn  their  way  through  Mondaw 
night  TV  football  and  as  they  opt 
for  giving  us  celebrity  interviews  liv« 
from  the  telecast  booth  while  the 
game  is  being  played  on  the  field. 

—Robert  W.  Hick 
Easton,  Pa. 

Sir:  Soccer  is  still  booming. 

—John  S.  Wynn  Jr. 
Philadelphia,  Pi 

Real  Owners 

Sir:  Neither  Charles  Allen  noi  \' 
thur  Rubloff  (The  Money  Men,  Mar. 
15)  individually  or  as  partners  own 
any  part  of  the  Burlington  Northern! 
Murphy  Yards  at  Kansas  City.  W^( 
have  since  1883  owned  tins  property 
in  fee. 

—  Louis  W.  Mi  nk 
(  Mi. lit  man 

Burlington  NoithcmH 

SI    Paul.  M 
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Advertising 
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Inc. 
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Agency:   Young  &  Rubicam 
*   International  Inc. 
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Agency:  J.    Walter  Thompson    Company 


EXXON    CORPORATION  65 

Agency:   McCaffrey  and  McCall,  Inc. 


FALCON    JET    CORPORATION  39 

Agency:   Tom  Grant  Associates 


D    FERRO    CORPORATION     28 

Agency:   Watts  Lamb  Kenyon  and 
Herrick,  Inc. 
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OF  NEW  YORK    4 

Agency:    Edwin  Bird  Wilson,  Inc. 
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Agency:    Spiro  &  Associates 
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Zirbel  Inc.  Agency:  J.  Walter  Thompson  Company 


D    MARRIOTT'S    ESSEX   HOUSE    38 
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TIME  MAGAZINE  82 
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COMPANY      51 
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International  Inc. 
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s  are  paid  in  the  sweal 
ol  e\  er)   man  who  labors.  If 
those  taxis  are  excessive,  they 
are  reflected  in  idle  factories, 
tax-sold  farms  and  in  hordes  of 
hungrj  people,  tramping  the 
Streets  and  seeking  jobs  in  vain. 
Franklin  D.  Roosevelt 


What  you  hide  from  God, 
don't  show  your  neighbors. 
!<  \  \s  Bernsi  i  in 


Any  fool  can  tell  the  truth, 

but   it  requires  a  man  of  some  sense 

to  know  how  to  lie  well. 

S  wiuel  Butler 


A  word  too  much 

always  defeats  its  purpose. 

Arthur  Schopenhauer 


When  in  doubt,  tell  the  truth. 
Mark  Twain 


There  is  much  to  be  said 
for  not  saying  much. 
Frank  Tycer 


The  only  difference  between 
April  and  March 

is  that  you  expect  it  in  March. 
Arnold  Glasow 


Consult  nothing  so  much 

upon  every  occasion  as  discretion. 

It  is  more  discreet 

to  be  silent  than  to  speak. 

Epictetus 


There  is  a  time  to  speak 

and  a  time  to  keep  quiet.  There 

are  things  to  tell  and  things 

not  to  tell.  But  it  is  an 

excellent  rule  to  practice  frankness 

in  all  dealings  and  associations 

with  others,  whether  in  business 

or  socially.  The  frank  person 

treads  a  firm  bridge  crossing 

a  river,  while  the  secretive  person 

charily  steps  from  stone  to  stone. 

B.C.  Forbes 


When  lying,  be  emphatic 
and  indignant,  thus  behaving 
like  your  children. 
William  Feather 


Truth  is  the  cry  of  all, 
but  the  game  of  the  few. 
George  Berkeley 


In  time  and  place 
a  harmless  lie  is  a  great  deal 
better  than  a  hurtful  truth. 
Roger  Ascham 


Nobody  dies  nowadays  of 
fatal  truths:  there  are  too  many 
antidotes  to  them. 
Friedrich  W.  Nietzsche 


Truth  must  be  repeated  again 
and  again,  because  error 
is  constantly  being  preached 
round  about. 
Goethe 


All  truth  is  safe, 

and  nothing  else  is  safe; 

and   he    who    keeps    back   the    truth, 

or  withholds  it  from  men 

for  motives  of  expediency 

is  either  a  coward 

or  a  criminal  or  both. 

Max  Muller 


If  you  conceal  your  secret 
from  your  friend, 
you  deserve  to  lose  him. 
Portuguese  Proverb 


I  am  for  frank  explanations 
with  friends  in  cases  of  affronts. 
They  sometimes  save  a  perishing 
friendship  or  place  it 
on  a  firmer  basis  than  before. 
But  secret  discontent 
must  always  end  badly. 
Ralph  Waldo  Emerson 


It  takes  two  to  speak  the  truth- 
one  to  speak  and  another  to  hear. 
Henry  David  Thoreau 
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Those  who  know  do  not  tell; 
those  who  tell  do  not  know  . 
Lao-tse 


Be  discreet  in  all  things, 
and  so  render  it  unnecessary 
to  be  mysterious  about  any. 
Duke  of  Wellington 


A  Text 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  N.Y.  State 
residents,  add  4%-8%  sales  tax. 


Sent  in  by  W.  Carey  Hedgpeth,  Colum- 
bia, S.C.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Let  no   corrupt   communication    pro 
ceed   out    of    your    mouth,    but    thai 
ivhich  is  good  to  the  use  of  edifying, 
that    it    may    minister  grace    unto    the 
hearers. 
Ephesians  4: 
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is  not  the  only  way  to  build  a  car. 
But  it's  the  only  way  to  build  a  Jaguar. 
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There  are  very  few  people  today  who  care  about  doing 
a  thing  as  well  as  it  can  be  done.  Among  those  few  who 
care  are  the  people  who  build  Jaguars. 

The  results  of  this  caring  are  evident  in  our  Jaguar 
XJ6L  and  our  XJ  1 2L*,  motorcars  with  a  level  of  lux- 
ury and  high  performance  characteristics  that  make 
them  stand  out  from  other  luxury  sedans. 

For  just  one  example,  the  facia  on  every  Jaguar 
XJ  sedan  is  carved  from  one  piece  of  burled  Belgian 
walnut.  The  grain  is  matched  by  hand  and  the  wood  is 
finished  by  hand,  as  arc  the  prime  British  hides  that 
cover  Jaguar's  orthopedically  designed  seats. 

But  the  interior  refinements  of  the  Jaguar  XJs 
are  only  a  preliminary  to  driving  them. 

No  full-sized  luxury  car  handles  quite  like  a 
Jaguar  XJ  sedan.  The  feel  is  solid  and  very  comfort- 
able, yet  the  response  is  quick  and  precise  like  a  sports 
car  because  the  handling  characteristics  of  the-.XJs  arc 
derived  from  Jaguar's  extensive  and  heroic  racing  ex- 
perience. Standard  equipment  includes  independent 
suspension  and  power  disc  brakes  on  all  four  Wheels 
and  the  precision  of  rack  and  pinion  steering 


The  XJ12L  is  powered  by  Jaguar's  innovative, 
turbine-like  aluminum  alloy  V-12.  It  is  remarkably 
smooth  and  develops  great  reserves  of  torque  even  at 
low  speeds.  Yet  the  Jaguar  V-12  displaces  only  326 
cubic  inches  as  compared  to  popular  American  luxury 
V-Xs  which  displace  up  to  500  cubic  inches 

The  XJ6L  engine  is  a  refinement  of  the  over 
head-cam  Six  that  made  history  at  I  cMans. 

And  every  Jaguar  is  individually  road-tested 
over  no  less  than  14  miles  of  Coventry  roads. 

Yes,  there  are  other  ways  to  build  cars.  But  they 
wouldn't  be  Jaguars.  We  invite  you  to  drive  these  un 
common  luxury  cars.  For  the  name  of  the  dealer  near- 
est you,  call  these  numbers  toll-free:  (800)  147-4700, 
or,  in  Illinois  (800)  322-4400    'n<>i  avam  vrh  incaihoania 


aguar 

LEYLAND  MOTORS  INK       ITONIA    N 


The  Swiss  Bank 


would  like  to 
reveal  a  secret 


"Did  you  know  that  we  are  the  oldest  and 

largest  Swiss  bank  in  the  United  States  ...and 

that  we  would  like  to  do  business  with  you?" 


The  fact  is,  the  Swiss  Bank  Corporation  has 
been  serving  the  commercial  banking  needs  of 
American  companies  for  the  past  thirty  five 
years.  As  the  largest  Swiss  bank  in  the  United 
States,  they  offer  a  full  range  of  commercial 
services,  including  domestic  and  international 
loans,  money  market  facilities  and  foreign 
exchange.  They  also  offer  their  personal  and 
unique  style  of  banking. .  .prompt,  efficient  and 
as  dependable  as  a  Swiss  watch.  The  Swiss  just 


wouldn't  do  business  any  other  way. 

If  you'd  like  to  see  what  the  Swiss  Bank 
Corporation  can  do  for  you,  call  one  of  the 
numbers  listed  below: 


SWISS  BANK 
CORPORATION 

The  oldest  and  largest  Swiss  bank 
in  the  United  States. 
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New  York  (212)  791-2777,  Chicago  (312)  346-0350,  San  Francisco  (415)  434-2640,  Los  Angeles  (213)  489-5900 


TOTAL  PERFORMANCE* 

has  made  the  Ben  Hogan 

Apex  Ball  the  No.  l  Money 
Winner  on  the  PGATour 

and  it  will 
perform  for  you! 


The  ultimate  test  for  any  golf  ball  is  the 
PGA  tour! 

For  the  past  two  years  the  Ben  Hogan 
Apex  Golf  Ball  has  swept  the  tour  decisively 
to  become  the  No.  1  money  winner! 

The  Reason? 

Total  Performance! 

73  and   74  winnings  statement  based  on  compilation 
of  official  ball  counts  and  official  reports  of  winnings  from  the  PGA  tour 


*Total  Performance  means  a  masterful 
combination  of: 
The  Distance  you  need 
The  Consistency  you  want 
The  Accuracy  you  require 

The  Ben  Hogan  Apex  Ball  performs  for  the 
Professionals  and  it  will  perform  for  you!  Try  it! 
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When  the  market  turns 
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another  120,000  homes.  We  could 
turn  out  enough  additional  plywood 
to  put  a  roof  over  one  quarter  of 
San  Francisco.  We  could  increase 
particleboard  production  the  equiv- 
alent of  2.000  football  fields. 

The  fact  is,  even  a  small  price 
jump  would  substantially  improve 
the  company's  performance. 

So  how  have  we  done  in  the 
crunch?  By  comparison,  very  well. 
Return  on  1974  sales,  12.8  percent. 
Return  of  average  stockholder 
equity,  23.7  percent.  Total  sales  for 
the  year  stood  at  $460  million 

Plywood 


The  outlook?  Most  experts  foresee 
a  turn  in  the  national  economy 
about  the  second  half  of  this  year, 
with  housing  leading  the  recovery. 


Whitewood  lumber 
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But  the  turn,  whenever  it  comes,  is 
going  to  have  a  major  impact  on 
Louisiana-Pacific. 

The  complete  story  is  in  our  1974 
Annual  Report.  Ask  your  broker  or 
write  G.  R.  Griffin,  our  director  of 
corporate  communications, 
1300  S.W  Fifth  Avenue,  Portland. 
Oregon  97201.  He'll  be  happy  to 
mail  you  a  copy. 


versus  $417  million  in  1973.  Earnings 
per  share  were  $2.16,  off  just  15 
percent.  It  was  our  second  year  as 
an  independent  company.  And  for 
the  twelve  months  ending  October, 
1974,  Forbes  Magazine  once  again 
ranked  L-P  as  the  number  one  forest 
products  company  in  three  out  of 
four  performance  categories,  and  as 
number  two  in  the  fourth. 


m 


Louisiana-Pacific 


let  us  tell  you 
about  the  bonds 
of  Puerto  Rico. 


The  bonds  of  Puerto 
Rico  are  finding  a  sunny 
spot  in  the  portfolios 
of  more  and  more  tax- 
conscious  investors— be- 
cause of  a  special  advan- 
tage they  offer. 


On  the  interest  you 
receive,  you  pay  no 
Federal  income  tax.  No 
state  income  tax.  No  local 
income  tax.  No  income  tax 
of  any  kind—  no  matter 
what  state  you  live  in. 

With  an  intensified 
program  to  attract  new 
industry,  with  broadened 
tax  incentives  and  other 


inducements  to  industry 
—  and  with  a  purchasing 
capacity  that  makes  it  the 
fifth  largest  customer  for 
U.  S.  goods  — Puerto  Rico 
offers  investors,  through 
its  bonds,  a  practical  and 
rewarding  opportunity 
for  the  productive  use  of 
funds. 

We'll  be  glad  to  send 
our  "Key  Facts"  brochure 
on  these  completely  income 
tax-exempt  bonds.  Just  write 
to  the  address  below. 


Government  Development  Bank  for  Puerto  Rico 

140  Broadway,  New  York,  NY.  10005     Dept.  F-3 

Fiscal  Agent  for  the  Commonwealth  of  Puerto  Rico,  its  Municipalities,  and  its  Public  Authorities: 

Aqueduct  and  Sewer  Authority  ■  Highway  Authority  •  Industrial  Development  Co. 

Maritime  Shipping  Authority  •  Municipal  Finance  Agency  •  Ports  Authority 

Public  Buildings  Authority  •  Sugar  Corporation  •  Telephone  Authority  •  University  of  Puerto  Rico 

Urban  Renewal  and  Housing  Corporation  •  Water  Resources  Authority 
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Author  Lucius  Beebe  and  friend  Charles 
Clegg  saw  the  private  car  as  a 
retreat  to  an  older,  better  time. 


Snippets  From  The  Editorial  Shears 

Have  you  seen  the  movie  Murder  on  the  Orient  Express?  Do  you  recall 
the  colorful,  bustling  scenes  in  the  Istanbul  railroad  station,  with  porters 
loading  food  and  the  train's  chef  stopping  each  load  to  sample  the  oysters, 
pat  the  sides  of  meat,  examine  the  labels  on  champagne  bottles?  It  stirred 
memories  in  those  old  enough  to  remember  the  days  when  dining  on  crack 
trains  was  what  dining  on  airplanes  has  never  even  approached— an  ex- 
ceptional gustatory  experience. 

Forbes'  William  Reddig  actually  stepped  back  into  that  vanished  world 
last  month,  but  not  in  Hollywood.  He  was  riding  the  rails  with  John  S.  Reed, 
chairman  of  Santa  Fe  Industries  (p.  44)  and  its  subsidiary,  the  Atchison, 
Topeka  &  Santa  Fe  Railway.  As  Reddig  describes  it,  dining  in  Santa  Fe's 
private  car  was  almost  like  being  back  in  the  Thirties.  (Reddig  is  barely  old 
enough  to  remember  good  meals  on  the  Santa  Fe's  Super  Chief  in  his  youth. ) 
The  private  car,  which  is 
used  to  woo  major  customers 
and  prospects,  served  tasty 
rainbow  trout,  and  for  break- 
fast foot-long  rashers  of  crisp, 
broiled  bacon.  There  was 
snowy  linen,  fine  china,  crys- 
tal goblets  and  real  silver- 
ware. On  the  wall  hung  an 
Indian  sign  turquoise  and 
silver  medallion,  like  ones  res- 
cued by  Reed  from  lounge 
cars  he  transferred  to  Ani- 
trak.  ("I  couldn't  bear  the 
thought  of  Amtrak  carrying 
them  on  their  passenger 
trains,''  says  Reed. ) 

In  preserving  all  this   spit 
and  polish,  the  able  John  Reed  is   not   simply  indulging  himself   and  his 
senior  colleagues.   With   its   whiffs   of  past   glory,   the   private   car   and   its 
dining  service  are  reminders  of  what  the  railroads  once  were  and  what  they 
might  become  again,  at  least  as  far  as  freight-hauling  is  concerned. 

Speaking  of  spit  and  polish,  the  uniformed  figure  on  our  cover  is  from  an 
actual  photograph  of  West  Point's  senior  cadet  captain.  With  the  cadet's 
face  (where  the  TV  eye  now  is)  it  ranked  as  a  possibility  for  our  April  15 
cover  on  the  Defense  Department,  but  it  was  rejected  in  favor  of  a  tank: 
That  article,  after  all,  was  about  hardware,  not  manpower.  But  the  erect, 
smart-looking  cadet  sparked  an  idea  for  Art  Director  Ed  Wergeles,  who  was 
looking  for  a  way  to  illustrate  an  article  on  CBS,  Inc.  (p.  20).  As  Wergeles 
tells  it:  "The  writer  [Subrata  Chakravarty]  kept  saying  how  CBS  had 
gotten  sloppy  and  how  Paley  and  Taylor  had  whipped  it  back  into  shape 
with  an  almost  military  precision.  What  better  illustrates  the  idea  of  spit 
and  polish,  of  the  cream  of  the  cream,  of  the  pick  of  the  crop  than  a 
West  Point  cadet?" 

At  the  story  conference  for  this  issue,  a  number  of  Forbes  staffers  were 
discussing  the  travel  industry.  Someone  asked  why  Florida  was  having  its 
greatest  travel  boom  when  the  economy  was  in  a  bad  recession.  We  de- 
cided against  doing  a  full-blown  travel  article,  but  thought  we  would  pass 
along  this  fascinating  tidbit.  It  comes  from  New  York  travel  consultant  Som- 
erset Waters:  He  says  that  we  are  in  a  blue-collar  recession  (with  11%  of 
factory  workers  out),  not  a  white-collar  recession  (with  only  4.5%  of  of- 
fice workers  out ) .  So  the  white-collar  types  still  can  afford  to  travel— if 
not  to  Europe  or  the  Caribbean,  at  least  to  Florida.  Many  of  Detroit's  blue- 
collar  autoworkers  headed  for  Florida,  too.  But  for  them,  it  may  have 
been  a  last  fling.  Their  supplemental  unemployment  benefits,  which  are  95% 
of  their  regular  earnings,  are  just  now  beginning  to  run  out.  If  the  recession 
persists,  next  fall  will  be  a  chilly  one  for  the  boys  from  Detroit— and  for 
their  Florida  hosts.   ■ 
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Foreign 


East  Meets  West 

banished  27  years  ago 
I  Communist  world,  has  had 

to  get  its  economic  development 
could.  But  time,  and  money, 
heal  all  things,  it  seems.  A  $187-mil- 
liou  financing  for  a  new  ferronickel 
mine,  concentrator  and  smelter  in 
Macedonia  has  been  put  together  by 
the  U.S.'  Bankers  Trust  as  manager 
with  co-managers  Chase  Manhattan 
and  Russia's  Moscow-Narodny  Bank. 
Furthermore,  the  Polish  government 
is  putting  up  $46  million  of  the  long- 
term  credits  for  the  project,  with  the 
next  largest  chunk  coming  from  the 
U.S.  Export-Import  Bank  ($38.7  mil- 
lion). The  plan  now  calls  for  the  pro- 
duction of  some  64,000  tons  of  ferro- 
nickel—used  in  stainless  and  alloy 
steelmaking— by  1979.  This  will  make 
Yugoslavia  Europe's  second-largest 
producer,  after  Russia;  it  plans  to  ex- 
port 90%  of  the  ferronickel,  with  Po- 
land already  holding  a  supply  con- 
tract for  5,000  tons  a  year. 

Business 

Cleaning  Up 

The  car  business  may  be  down,  but 
not  the  car  wash  business.  Although 
there  has  been  a  drop  in  total  volume, 
according  to  one  large  manufacturer 
of  car  wash  equipment,  net  income 
has  increased  substantially  without 
lifting  prices.  The  explanation?  Ap- 
parendy  car  owners  plan  to  keep  their 
cars  longer  and  so  are  taking  better 
care  of  them,  which  means  that  they 
buy  expensive  side  services  like  wax 
polishes  and  interior  cleaning.  Over- 
seas, the  company  reports  sales  in- 
creases of  100%,  primarily  from  the 
Middle  East  and  Africa.  In  Beirut,  for 
example,  it  opened  seven  facilities  last 
year.  Russia,  too,  looks  promising:  A 
car  wash  is  presently  operating  within 
sight  of  Lenin's  Tomb. 

Wage  Rates  Revisited 

A  Mar.  15  Trends  &  Tangents 
item  detailed  some  mistaken  wage 
rates  for  building  staff  at  New  York's 
Grand  Central  Building.  The  figures 
Forbes  quoted  are  correct:  That's 
what  the  tenants  get  clipped  for.  But 
what  the  workers  get  paid  is  another 
matter.  Out  of  the  $6.35  an  hour  that 
a  charwoman  costs,  she  earns  $3.81. 
The  bill  is  $9.06  for  a  porter  and 
$14.09  for  a  freight  car  operator; 
but  both  of  them  are  actually  paid 
only  $4.81  an  hour.  The  balance  must 


cover  fringe  benefits,  of  course.  But 
since  25%  of  cash  wages  is  ordinarily 
an  ample  allowance  for  fringe  costs, 
there  also  would  seem  to  be  a  very 
nice  spread  for  the  company  that  pro- 
vides the  service— in  this  case,  the 
building  itself. 

Recycled  Water 

An  inland  planned  community  near 
San  Diego  may  have  some  of  the 
answers  to  the  world's  water  prob- 
lems. A  new  million-dollar  water  rec- 
lamation facility,  the  first  of  its  kind 
to  be  privately  financed,  is  reclaim- 
ing some  90%  of  the  inhabitants'  waste 
water  for  use  in  irrigation,  indus- 
trial cooling  and  landscaping.  Al- 
though residents  do  not  yet  drink 
their  own  recycled  water,  it  is  purer 
than  the  Colorado  River  water  now 
flowing  into  the  San  Diego  area  that 
is  treated  for  drinking  water.  So  in- 
terested are  water-scarce  countries 
like  Kuwait  that  they  have  sent  scien- 
tists and  engineers  to  the  plant  to 
study  it  as  a  possible  answer  for  their 
own  future  supplies. 

More  For  Whose  Money? 

The  convention  as  a  "learning  ex- 
perience"? That's  what  Inter-Conti- 
nental Hotels  calls  the  package  trips 
it  arranges  to  seemingly  unlikely  for- 
eign cities  for  business  and  trade  as- 
sociations. For  example,  the  Interna- 
tional Association  of  Wall  and  Ceiling 
Contractors  is  headed  in  1977  for  Abi- 
djan, Ivory  Coast,  to  review  a  $2  bil- 
lion attempt  to  build  an  African  Riv- 
iera; a  printing  industry  group  is 
booked  for  Diisseldorf,  center  of  West 
Germany's  printing  activities.  Since 
last  June,  Inter-Continental  has  sched- 
uled $2.5  million  worth  of  similar 
jaunts  for  40  to  50  different  groups. 
One  small  cloud,  only  slightly  larger 
than  a  man's  hand,  hovers  on  the 
horizon.  Some  House  Ways  &  Means 
Committee  members  are  looking  skep- 
tically at  the  tax-deductible  status  of 
overseas    convention    expenses,    con- 


tending that  they  are  really  an  un- 
warranted subsidy  of  travel  for  the 
well-to-do. 

Opening  Up 

Demands  for  accountability,  and 
with  them  calls  for  standardization, 
have  arrived  at  the  doorsteps  of  those 
behind-the-scenes  actuaries  responsi- 
ble for  the  assumptions  made  in  com- 
puting pension  costs.  The  gradual 
move  to  develop  actuarial  principles 
similar  to  accounting  practices  may 
be  hastened  along  by  the  1974  Em- 
ployee Retirement  Income  Security 
Act,  which  some  pension  specialists 
feel  the  courts  may  interpret  as  re- 
quiring actuarial  assumptions  to  be 
publicly  disclosed.  Not  only  would 
the  growth  trends  and  profit  projec- 
tions on  which  original  cost  estimates 
were  based  be  revealed  to  the  em- 
ployees they  affect,  but  actuaries  also 
might  be  required  to  reflect  their 
awareness  of  subsequent  corporate 
events,  like  plant  closings,  in  their 
actuarial  reports. 

A  Lawyer  For  Less 

The  legal  profession  has  finally  con- 
cluded that  it  may  well  be  pricing 
itself  out  of  business.  As  Whitney 
North  Seymour  Jr.,  president  of  the 
New  York  Bar  Association  noted  in  a 
report  to  the  state  bar  association, 
"Most  individuals  of  modest  means 
simply  cannot  afford  to  hire  a  lawyer 
at  today's  prices."  The  overlooked 
groups,  he  goes  on  to  say,  include 
wage  earners,  small  businessmen,  civil 
servants,  teachers  and  most  other  pro- 
fessions. To  remedy  the  situation,  he 
urged  the  setting  up  of  legal  service 
centers  that  would  function  some- 
thing like  medical  practice  groups. 
The  heart  of  the  legal  service  center 
would  be  the  use  of  so-called  para- 
legals, who  would  hear  potential  cli- 
ents, determine  whether  the  client 
actually  requires  legal  help,  and  if  so 
refer  him  to  one  of  a  panel  of  legal 
specialists.   ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
reutrn  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  pre- 
fer. D  1  year  $15.00  □  3  years  $30.00 
(the  equivalent  of  one  year  free). 
Pan-American  and  Caribbean  orders,  add 
$4  a  year;  other  foreign,  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


I 

I 

F-4826       | 
I 


8 


FORBES,    MAY    1,    1975 


Readers  Say 


Brickbat  And  Kudo 

Sir:  Re  your  article  on  LTV  (Apr. 
15) .  I  find  not  one  positive  statement 
in  the  story.  In  five  years  this  compa- 
ny has  gone  from  virtual  bankruptcy 
to  two  consecutive  years  of  record 
earnings.  In  referring  to  "back-break- 
ing debt"  no  mention  is  made  of  the 
major  strides  we  have  made  in  re- 
ducing that  debt.  The  little  fiction- 
alized scenario  at  the  start  of  the  story 
was  in  keeping  with  the  rest  of  the 
one-sided  drama  you  presented. 

—Paul  Thayer 

Chairman  and  CEO, 

The  LTV  Corp. 

Dallas,  Tex. 

Sir:    I   have    read    your   magazine 
for  years  and  enjoy  its  candid,  com- 
monsense    approach    to    business    re- 
porting.  However,   I  must  confess  it 
was   this   same   outspoken   style   that 
had  me  somewhat  apprehensive  as  to 
what  would  come  out  of  Forres'  vis- 
it  with   us.    My   apprehensions   were 
put  to  rest  upon  reading  a  very  well- 
written  article    (Apr.  15)    that  accu- 
rately touched  upon  some  of  our  ba- 
sic philosophies  and  accomplishments. 
—John  H.  McConnell 
Chairman, 
Worthington  Industries,  Inc. 
Worthington,  Ohio 

Curative  Depression 

Sir:  In  Fact  <b  Comment  (Mar.  15) 
under  the  heading  "Depression  Fever" 
you  label  those  that  look  forward  to  a 
depression  "as  some  kind  of  perverse 
attraction"  as  a  "lunatic  mini-minority 
of  masochists."  Many  fiscally  respon- 
sible people  look  forward  to  a  depres- 
sion simply  as  a  remedy  to  cure  gov- 
ernment, corporate  and  individual 
overindulgence  of  the  past  40  years. 

—Graham  A.  Rowe 
W.  Los  Angeles,  Calif. 

J  was  referring  to  those  who  get  a 
perverse  thrill  out  of  great  disasters, 
he  they  depressions,  wars,  earth- 
quakes, whatever— MSF. 

Never-Ending  Debate 

Sir:  The  argument  over  term  vs. 
whole  life  insurance  (Mar.  15)  will 
continue  as  long  as  insurance  is  sold. 
Your  article  correctly  suggests  that  as 
the  insured  gets  older,  the  benefits 
from  comparable  term  and  whole  life 
policies  favor  the  latter.  Since  we  can- 
not know  a  person's  lifespan,  we  must 
select  a  life  insurance  package  that 
best  protects  our  clients'  families 
nst  the  economic  risk  of  death. 
(Continued  on  page  69) 


Connecticut 

State  of  the  art. 

Nowhere  elsein  the  United  States  will  you  find  an  industrial  capa- 
bility quite  like  Connecticut's.  Here,  "aerospace-quality"  labor 
and  precision  subcontractors  constantly  advance  the  state  of 
the  art  in  scores  of  highly  complex  industries.  Coupled  with  low- 
cost  financing  and  profit-minded  tax  incentives,  this  capability 
makes  Connecticut  the  prime  location  for  manufacturers.  Read 
the  facts  in  "Connecticut's  Locational  Advantages."  Contact,  in 
confidence,  Edward  J.  Stockton,  Commissioner,  Connecticut 
Department  of  Commerce,  Suite  ,  ^%^*i*i^#*™#*i  «_ 
31 7. 210  Washington  St.,  Hartford.  CONNECTICUT 

CT  06106.  Tel:  (203)  566-7020.         !     So  much   So  UeOT 


YOU  NEED  THESE 
MUTUAL  FUND  BOOKS 

by  W.  George  Potts 
UNDERSTANDING  INVESTMENTS  AND 
MUTUAL  FUNDS  250  pgs.  $8.95 

MUTUAL  FUNDS  AND  HOW  TO  SELL 
THEM  258  pgs.  $8.95 

Send  $8.95  plus  350  postage  and  handling 
for  each  book  to 

ARCO  PUBLISHING  CO.,  INC. 

Dept.  F0 
219  Park  Ave.  So.,  N.Y.  10003 


BUILDING  MATERIAL  MANUFACTURERS 

Can  we  help  you  increase  your  sales  volume 
through  our  nationwide  network  of  25  manu- 
facturers representatives? 
We  are  strong  in  architectural  promotion, 
establishing  specifications,  close  follow  up 
and  sales  to  contractors. 
Present    coverage:     Architectural     metals, 
moldings,  exterior  panels,  installation  sys- 
tems and  glazing  materials. 
We  intend  to  expand  into  allied  fields.   If 
you  have  current  product  line  sales  of  at 
least  $2,000,000  and  feel  you  can  use  our 
services,  write  to  P.O.  Box  493,  New  Haven, 
Connecticut  06502. 
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Pick  any  small  business  jet. 
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Claims  for  an  aircraft's  range  can  be  mis- 
leading. So  sophisticated  men  demand  to  know: 
"How  is  the  range  accomplished?" 

Under  easy  conditions?  Long  take-off  run- 
ways? Sea  level  airports?  Cool  days? 

Or  tough  conditions?  Short  strips?  Mountain 
airports?  Sizzling  weather? 

The  Falcon  10  has  no  equal  for  dealing  with 
those  difficult  conditions  often  met  in  today's  flight 
operations. 

It  flies  further  by  far.  Flies  faster,  too.  And 
offers  great  short-hopping  ability,  as  well.  All  this 


plus  remarkable  fuel  economy,  strength,  ruggedncss. 

Who  says  so?  The  men  who  head  up  the 
aviation  departments  for  the  leading  firms.  They're 
proposing  the  Falcon  10.  And  management  is 
saying  "yes." 

Even  though  it  costs  more  to  buy 

May  we  tell  you  aH  the  reasons 
why?  Just  drop  a  line  to  Finn  Hedlund, 
Vice  President,  Marketing,  at  the 
address  below,  or  call  collect 
(201)  288-5300.  £i££Z™ 

Telerboro  Airport  •  New  Jersey  0760B 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


MR.   KISSINGER'S  FAILURES 

Obviously  it  would  have  been  a  fabulous  achievement 
if,  in  return  for  relinquishing  the  oil  and  militarily  essen- 
tial passes  in  the  Sinai,  Israel  could  have  received  a  for- 
mal no-further-war  pledge  from  Egypt.  Internal  politics 
(a  matter  the  American  people  sometimes  seem  to  think 
is  exclusive  to  this  country)  finally  made  such  major 
concessions  by  one  without  the  other  impossible. 

A  Geneva  conference  to  "settle"  the  Mideast  need  not 
be  a  failure;  most  all  those  involved  realize  that  ultimate- 
ly, in  return  for  a  real  peace,  a  guaranteed  peace,  a 
guaranteed  recognition  of  its  existence  and  its  borders, 
Israel  must  return  to  its  prewar  boundries.  A  Palestinian 
state  of  some  sort  will  probably  come  into  being,  and  a 
sharing  of  certain  Jerusalem   holy   places   would  not   be 


ARE   NOT  NECESSARILY  SO 

impossible   if   Israel   feels    its    security   is    indeed   secure. 

This  could  conceivably  come  to  pass  in  an  overall 
settlement  arrived  at  in  Geneva.  After  all,  aside  from  the 
fanatic  Libyan  dictator  and  perhaps  a  couple  of  radical 
political  parties  in  Iraq  and  Syria,  what  other  Arabs  don't 
yearn  for  the  peace  essential  to  enjoy  the  fruits  of  their 
ever-greater  share  of  the  world's  wealth?  Certainly  Saudi 
Arabia  and  Egypt  are  unequivocally  and  understandably 
in  that  yearnful  vanguard.  Russia  wants  a  head-to-head 
conflagration  with  the  U.S.  to  emerge  from  another  Mid- 
east war  as  little  as  we  do. 

Further  smaller  steps  in  step-by-step  settlement  don't 
seem  possible. 

The  climate  could  well  be  right,  now,  for  the  Big  Step. 


AS   FOR  TSOUTH  VIETNAM  AND   CAMBODIA— 


Here,  too,  what  seems  like  failure  isn't  necessarily  so. 

Our  "failure"  was  in  the  beginning,  not  at  the  end; 
it  was  when,  without  consulting  Congress  or  the  Ameri- 
can people,  in  secrecy  of  the  topmost  and  utmost  sort, 
under  Presidents  Kennedy  and  especially  Johnson  and 
continued  by  Nixon,  the  U.S.  involved  itself  in  a  major 
war  for  causes  and  reasons  that  grew  ever  less  compel- 
ling even  as  they  drew  ever  more  American  blood. 

If,  after  so  many  dead,  so  many  years  and  so  many 
$billions,  those  governments  we  supported  can  collapse 
overnight,  it  can  only  be  because  they  have  little  or  no 
support  from  their  own  people.  Armies  who  believe  in  and 
know   for   what   and   for   whom   they   are   fighting    don't 


collapse,  turn  and  run  overnight,  especially  when  they  still 
have  vastly  greater  martial  materiel. 

At  a  cost  we'll  be  paying  literally  and  figuratively  for 
decades  to  come,  from  this  Vietnam  "failure"  we  probably 
have  achieved  an  incalculably  costly  success:  We've 
learned  that  we  should  not,  can  not  and,  in  the  future, 
will  not  undertake  to  force  upon  other  lands  and  other 
people  our  own  Government-at-the-time's  version  of  what's 
best  for  them. 

That  doesn't  make  the  United  States  weaker  in  world 
influence. 

It  will  make  us  vastly  stronger— both  in  influence  and 
in  actuality. 


LITTLE   SIGN,   BIG  SIGNIFICANCE 

Remember  the  sugar  shortage? 
It  was  only  yesterday. 

A  year  ago,  with  my  early  morning  container  of  coffee 
from  a  nearby  luncheonette,  there  would  be  two  or  three 


packets  of  sugar;  then  for  a  while  there  was  never 
more  than  one;  a  couple  of  months  ago  there'd  some- 
times be  two— 

The  other  morning  there  were  four. 
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NORWAY  HAS 

The  other  day  a  young  man  from  the  Yale  Review 
was  d  rig  the  intense  undergraduate  competitiveness 

for  admission  to  top  medical  schools— so  many  are  in  the 
frenetic  i  i  lal  admissions. 

"Yet  I've  hi  ■!  a  lot  of  premed  students  say  they're  not 
realh  want  to  be  doctors,"  he  commented. 

It  reminded  me  of  the  way  Norway  has  long  gone  about 

hand  the   same  situation.    In   this   industrious, 

I   of  the  Vikings,  one  cannot  even  be  con- 

m    to    medical    school    until    he    has 


A   BETTER  WAY 

served  a  year  as  a  orderly,  a  year  at  bed-panning  grubship 
in  a  hospital.  After  12  months  of  seeing  Medicine  from 
its  unglamorous  underside,  a  would-be  doctor  should  real- 
ly know  if  he  still  wants  to  be  a  doctor. 

In  our  hospitals  today,  these  menial  positions  are  the 
most  difficult  to  fill.  In  Norway's  hospitals  they  are 
clamored  for  because  they're  the  first  necessary  step  to 
medical  school. 

Wouldn't  we  be  wise  to  take  this  leaf  from  Norway's 
book? 


ADVERTISING-STOCKS   EXCHANGE 


One  .  (cut  evening  at  a  New  York  function,  a  mutual 
friend  introduced  me  to  Tom  Dillon,  headman  of  the 
long  big  and  successful  advertising  agency,  BBD&O.  Said 
long-memoried  Tom,  "Oh  yes,  I  know  Malcolm.  He's  the 
guj  who  wrote  a  few  days  before  our  stock  went  public 
that  anybody  who  buys  advertising  agency  securities  must 
be  our  of  their  minds."* 

In  a  "jocular"  tone  (in  view  of  the  fact  that  sometimes 

My  actual  words  were:  "I  can  understand  the  wisdom  of  those 
agency  shareholders  who  sell.  But  what's  with  those  who  buy?" 


advertisers  leave  media  selections  to  their  agencies),  I 
mentioned  that  it  was  "too  bad  everybody  didn't  listen  to 
that  advice." 

To  save  our  publisher,  Jim  Dunn,  who  was  present, 
from  choking  on  his  libation,  I  hastily  added,  "After  all, 
Tom,  my  point  was  that  an  advertising  agency's  only 
assets  are  a  genius  or  two  in  one  area  or  another— such  as 
yourself."  To  which  Mr.  Dillon  replied,  "Isn't  that  true 
of  every  business?" 

He's  got  a  point,  all  right. 


THE 

Headline  and  text  from 
the  Nov.  27,  1910  Tribune: 

WHERE  CAN  WE  DOCK 
THIS  MARINE  MONSTER 
WHEN  SHE  REACHES  THE 
PORT  OF  NEW  YORK? 

"Cross  section  of  the  Ti- 
tanic, now  almost  ready  to  be 
launched.  She  is  882  feet  6 
inches  long  and  Manhattan's 
longest  pier  is  57%  feet  short- 
er. If  her  vast  hull  were  emp- 
ty, 36  full  sized  replicas  of 
Hudson's  famous  Half  Moon 
could  be  laid  crosswise  in  her, 
under  full  sail.  ...  An  ordi- 
nary railroad  locomotive  with 
tender  and  drawing  eight 
Pullman  sleepers  could  be 
laid  upon  her  deck.  .  .  .  She 
is  nearly  as  tall  as  the  Postal 


PROBLEM  THAT  NEVER  HAPPENED 

Telegraph     Buildmg,     front- 


lVTm>'i0tk 


£  ffirtbxme. 


SUNDAY.    NOVEMBER    27.    1910. 


ing  on  City  Hall  Park." 

And,  ironically,  on  the  last 
page  of  that  very  same  issue 
was  this  picture  of  an  "im- 
proved lifeboat  davit.  .  .  . 
Two  men  can  lower  the  boat 


in   one   minute  from   the  time 
they    take    their    stations." 


MOST  FAMILIES   HAVE 


an  Auntie  Maine-like  aunt.  Ours  died  not  long  ago  at  84.       "better  symptom."   He  recited  a  few  such   just   before  hei 
She  had  a  penchant  for  humorous  asperity.   Daily  during       end.  Aunt  Kitty  responded  in  typical  fashion:  "Well,  Do< 
her  last  days  the  doctor  would  list  bits  of  unmeaningful      tor,  you  can  tell  the  coroner  I  died  oi   improvement." 


TO   REVEAL 

attempt  to  conceal. 


TO   LISTEN 

often  is  to  obligate. 
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-MALCOLM  S.  FORBES. 

Editor-in-Chief 


Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Meat  and  Girdles  Meet 

When  Esmark,  the  Chicago  meat- 
packer,  said  it  would  acquire  Inter- 
national Playtex  last  month,  some 
businessmen  wondered  why  a  mid- 
western  butcher  was  getting  involved 
with  girdles  and  brassieres.  .  .  .  Play- 
tex was  one  of  Rapid-American's  most 
profitable  businesses.  As  an  Esmark 
executive  says:  "When  you  are  in  Rik- 
lis's  position,  you  can  only  sell  off  jew- 
els, not  dogs."  —Fortune. 

Who's  First  To  Improve? 

Benjamin  Franklin  was  a  philoso- 
pher; he  absolutely  knew  himself,  nev- 
er had  feared  to  face  himself,  and 
without  self-guilt  or  self-righteous- 
ness set  about  improving  himself. 
What  young  revolutionary  today 
wants  to  improve  himself?  He  only 
wants  to  improve  other  people.  To 
seek  self-improvement  a  man  has  to 
believe  in  life,  which  means  believ- 
ing in  himself.  Montaigne  said,  "Of 
all  the  infirmities  we  have,  the  most 
savage  is  to  despise  our  being." 

—Catherine  Drinker  Bowen. 


Business,  Too,  Needs  Money- 
There  are  many  things  we  must 
do  to  bring  the  economy  back  into 
balance  and  get  it  moving  again  but 
the  most  important  is  tax  reform  to 
stimulate  capital  formation. 

—Reginald  H.  Jones,  CEO, 
General  Electric. 

Getting  It  Coming  &  Going 

One  hour  after  beginning  a  new 
job  which  involved  moving  a  pile  of 
bricks  from  the  top  of  a  two-story 
house  to  the  ground,  a  construction 
worker  in  Peterborough,  Ontario, 
suffered  an  accident  which  hospital- 
ized him.  He  was  instructed  by  his 
employer  to  fill  out  an  accident  re- 
port. It  read: 

"Thinking  I  could  save  time,  I 
rigged  a  beam  with  a  pulley  at  the 
top  of  the  house,  and  a  rope  leading 
to  the  ground.  I  tied  an  empty  bar- 
rel on  one  end  of  the  rope,  pulled  it 
to  the  top  of  the  house,  and  then 
fastened  the  other  end  of  the  rope 
to  a  tree.  Going  up  to  the  top  of  the 
house,  I  filled  the  barrel  with  bricks. 


"Then  I  went  down  and  unfas- 
tened the  rope  to  let  the  barrel 
down.  Unfortunately,  the  barrel  of 
bricks  was  now  heavier  than  I,  and 
before  I  knew  what  was  happening, 
the  barrel  jerked  me  up  in  the  air. 

"I  hung  on  to  the  rope,  and  half- 
way up  I  met  the  barrel  coming 
down,  receiving  a  severe  blow  on  the 
left  shoulder. 

"I  then  continued  on  up  to  the 
top,  banging  my  head  on  the  beam 
and  jamming  my  fingers  in  the  pulley. 

"When  the  barrel  hit  the  ground, 
the  bottom  burst,  spilling  the  bricks. 
As  I  was  now  heavier  than  the  bar- 
rel, I  started  down  at  high  speed. 

"Halfway  down,  I  met  the  empty 
barrel  coming  up,  receiving  several 
cuts  and  contusions  from  the  sharp 
edges  of  the  bricks. 

"At  this  point,  I  must  have  be- 
come confused,  because  I  let  go  of 
the  rope.  The  barrel  came  down, 
striking  me  on  the  head,  and  I  woke 
up  in  the  hospital. 

"I  respectfully  request  sick  leave." 

-Toronto  Star  (R.J.  Griffiths), 

from  National  Lampoon. 


THE  COLLAPSE  OF  CAMBODIA  AND   VIETNAM 


dominates  the  headlines,  but 
events  under  way  in  Portugal  could 
have  a  far  more  ominous  impact 
on  the  U.S.  and  the  West. 

The  Portuguese  Communists  and, 
their  military  allies  are  using  an  al- 
leged coup  attempt  by  a  handful 
of  rightist  officers  the  way  Hitler 
and  the  Nazis  used  the  Reichstag 
fire— as  a  pretext  for  crushing  the 
opposition. 

Scores  of  officers  and  civilians 
who  had  nothing  to  do  with  the 
putsch  have  been  arrested.  A  ma- 
jor political  party  has  been  banned. 
The.  meetings  of  non-Communist 
parties  have  been  repeatedly  dis- 
rupted by  leftist  thugs. 

Most  Portuguese  want  nothing 
to  do  with  Communism.  Their  only 
hope  of  impeding  the  Redward 
lurch  is  the  upcoming  elections  for 
a  constitutional  assembly. 

But  will  the  elections  be  held? 
If  held,  will  they  be  fair?  If  fair, 
how  much  attention  will  the  pres- 
ent government  pay  to  them? 

Respected  former  French  Pre- 
mier, Pierre  Mendes-France,  has 
warned  that  a  Communist-domi- 
nated Portugal  could  have  pro- 
foundly adverse  effects  on  the  po- 


by  M.S.  Forbes,  Jr. 

litical  futures  of  Spain,  Greece, 
Italy  and  even  France,  all  coun- 
tries in  which  we  have  a  vital  stake. 
One  can  only  hope  it  has  the 
opposite  effect— a  vivid  warning  to 
those  West  European  politicians 
who  talk  of  "historic  compromises" 
with  their  domestic  Reds. 

MISPLACED  COMPLACENCY 

How  well  would  world  peace 
and  stability  be  served  if  Argen- 
tina, Brazil,  Egypt,  Israel,  Libya, 
South  Korea,  Pakistan,  Iran, 
Greece,  Turkey  and  Spain  all  de- 
veloped nuclear  weapons? 

Senator  Edward  Kennedy  re- 
cently cautioned  that  we  "have 
tended  to  lose  sight  of  the  ease 
with  which  other  nations  can  build 
nuclear  weapons." 

Atom  bomb  knowhow  is  wide- 
spread, and  a  growing  number  of 
countries  have  or  soon  will  have  the 
means  to  translate  theory  into  real- 
ity, thanks  to  sales  of  nuclear  pow- 
er plants.  In  too  many  cases,  the 
safeguards  against  using  the  spent 
nuclear  fuel  to  make  bombs  have 
been  inadequate. 

Last  year's  explosion  of  a  nu- 
clear device  by  India  should  have 


jolted  us  from  our  complacency. 
It  will  probably  take  nuclear 
proliferation  on  the  part  of  terror- 
ists—who can  steal  plutonium  from 
nuclear  plants  to  fashion  a  crude 
nuclear  device— rather  than  of  na- 
tions, to  wake  us  up  to  the  danger. 

AS  VERMONT  GOES  .  .  . 

A  very  useful  experiment  is  un- 
der way  in  Vermont.  The  Central 
Vermont  Public  Service  Corp.  is 
trying  a  "peak-load"  pricing  struc- 
ture for  a  handful  of  customers. 
Electricity  used  during  the  utility's 
traditional  slack  hrurs  will  cost 
consumers  considerably  less  than 
power  used  during  the  utility's 
busiest  hours. 

The  idea  is  to  change  consump- 
tion patterns  so  that  consumers  can 
save  money  and  Central  Vermont 
make  more  productive  use  of  its 
capacity.  Electric  utilities  utilize  an 
average  of  only  50%  of  their  gen- 
eration capacity;  they  need  the  rest 
to  meet  peak-hour  demands. 

Telephone  companies  have  suc- 
cessfully used  peak-load  pricing  for 
years.  It  is  high  time  for  the  elec- 
tric utilities  to  find  out  if  they  can 
do  the  same. 
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"Ouch!" 


AUSTRIA 

ICELAND  4  3 

IRELAND 

UNITED  STATES  4.0 

LUXEMBOURG  3  3 

4  9  UNITED  KINGDOM     2  8 
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America's  in  a  capital  pinch. 

A  tabulation  by  the  Organization  for 
Economic  Cooperation  and  Development 
of  real  growth  of  20  advanced  economies 
for  the  1960-70  decade  puts  the  U.S.  pretty 
close  to  the  bottom. 

REAL  ECONOMIC  GROWTH 
%  Change  Per  Year  1960-70 

JAPAN  ■    '  FINLAND                        5  2 

GPEECE  ■  AUSTRALIA                   5  I 

PORTUGAL  6  3  NETHERLANDS 

JUGOSLAVIA  cio  7  NORWAY                        5  0 

FRANCE  5  8  BELGIUM                    4  9 

ITALY  5  6  DENMARK 

CANADA  5  2  WGE: 

Being  1 7th  or  1 8th  in  real 
economic  growth  hurts.  There's  a 
fundamental  correlation  between  modern 
plant  and  productivity.  And  productivity 
is  primarily  dependent  upon  capital 
investment  and  utilization  of  plant  capacity. 

The  Chase  is  concerned. 

Because  our  industrial  plant  is 
deficient.  Fully  two  years  older  than  that 
of  Europe  and  Japan. 

Because  we  fell  behind  in  financing 
the  search  for  more  energy  sources. 

Because  we  haven't  met  our 
transportation  needs. 

Because  unemployment  is  hurting 
so  many.  And  it  takes  money  to  create 
new  jobs.  From  $20-30,000  in  capital 
to  back  up  every  worker  in  U.  S.  industry. 

We've  got  to  build  considerably 
more  America  in  the  next  ten  years  than 
we've  got  standing  out  there  right  now. 
And  it's  going  to  take  almost  twice  as 
much  capital  as  in  the  last  ten. 


The  overall  figure  could  go  to  $4.1 
trillion.  Where  is  it  all  going  to  come  from? 

Chase  estimates  we'll  be  lucky  if 
as  much  as  $2.6  trillion  will  be  available 
for  productive  investment. 

A  shortfall  of  $1 .5  trillion.  Which 
means  we'll  be  under-investing  $400 
million  a  day,  every  day  for  ten  years. 

How  do  we  deal  with  the  problem? 
Chase  proposes  a  six-point  program: 

•  Provide  sufficient  inducements  for 
an  ever-growing  base  of  personal  savings. 

•  Establish  more  realistic  guidelines 
for  depreciation  allowances. 

•  Give  preferential  tax  treatment  for 
retained  corporate  earnings  used  for 
investment  purposes. 

•  Ameliorate  our  relatively  harsh 
treatment  of  capital  gains  compared  with 
that  of  most  other  countries. 

•  Stabilize  our  fiscal  and  monetary 
policies  to  prevent  violent  swings  in  the 
economy. 

•  Eliminate  unnecessary  controls.  And 
do  away  with  outmoded  government 
regulations  and  agencies  that  restrict  our 
free  market  economy. 

Capital  formation  must  be 
government's  business,  businesses' 
business,  labor's  business,  banking's 
business -everybody's  business. 

Your  business. 


The 

Helicopter 

War 


Why  did  the  South 
Vietnamese  army  fail  to  stand  and  fight?  One  big  reason  is  that 
their  helicopter-based  strategy  no  longer  worked. 


If,  from  a  purely  military  point  of 
view,  World  War  I  was  the  era  of 
trench  and  artillery  warfare,  and  if 
World  War  II  was  dominated  by 
tanks  and  airplanes,  the  Vietnam  war 
was  a  helicopter  war. 

If  the  tank  was  the  queen  of  battle, 
the  helicopter  was  the  knight.  On  the 
Vietnam  chessboard,  the  knight  was 
far  more  valuable  than  the  queen, 
able  to  jump  over  the  other  pieces, 
adding  a  new  dimension  to  the  game 
—until  the  knight  was  effectively 
checked  and  the  end-game  began. 

When  U.S.  combat  troops  pulled 
out  of  Vietnam,  they  left  the  South 
Vietnamese  army  reasonably  well 
supplied  with  helicopters.  But  as  the 
war  wore  on,  the  Russians  supplied 
the  North  Vietnamese  with  the  means 
for  neutralizing  helicopters— and 
America  didn't  replace  the  choppers 
as  fast  as  they  were  lost.  There  were 
many  factors  in  the  rout  of  the  South 
Vietnamese  army,  but  when  the  mili- 
tary histories  are  written,  the  decline 
of  the  helicopter  will  loom  large. 

The  nemeses  of  the  helicopter  were 
a  whole  battery  of  Soviet  weapons, 
but  the  most  fearsome  was  the  Strela, 
a  23-pound  Russian  missile  that  prob- 
ably didn't  cost  more  than  $500. 

Helicopters  early  became  a  symbol 
of  American  involvement  in  Vietnam. 
The  marvelous  pea-green  machines 
looked  like  mechanized  bananas  in 
the  full-color  spreads  in  Life  maga- 
zine, and  helped  tempt  U.S.  gradu- 
ates to  join  the  Green  Berets  rather 
than  the  Peace  Corps. 

The  year  that  John  F.  Kennedy  was 
elected  President  was  also  the  year 
that  Royal  Little  bought  Bell  Avia- 
tion for  his  Textron  Inc.  Total  price: 
$32  million.  "He  didn't  get  much  sup- 
port on  t"hat  purchase,"  grins  a  close 
associate.  Among  the  critics  was 
Forbes,  which  wondered  along  with 
much  of  Wall  Street  if  Little  hadn't 
been  "hornswaggled"  into  paying  too 
much,  namely  book  value.  As  it 
tinned  out,  Little  was  right;  Forbes 
was  wrong. 


Included  in  Bell's  assets  was  a 
medical  evacuation  helicopter  that 
was  intended  to  supplant  the  Korean 
War-vintage  OS  "Bubble"  helicopter 
—the  one  you  see  on  "M*A*S*H." 
Able  to  carry  fighting  troops  as  well 
as  wounded,  the  new  copter  was 
called  the  UH-1,  U  for  "utility." 

Some  utility!  Sometime  late  this 
year  the  Huey,  as  it  quickly  became 
known,  will  surpass  the  Douglas  DC-3 
record  of  12,000-odd  copies  (includ- 
ing licensed  foreign  editions)  to  be- 
come the  best-selling  airplane  in  his- 
tory. (By  contrast,  only  about  4,600 
F-4  Phantom  jets  have  been  made.) 
At  about  $325,000  each,  the  Huey 
has  earned  maybe  $3.4  billion  in 
revenues  for  Bell-Textron. 

Sky  Jeep 

By  1968  more  than  half  a  million 
Americans  were  hopping  around  Viet- 
nam in  something  like  3,000  helicop- 
ters, well  over  half  of  them  Hueys. 
The  whirling  "straight-ups,"  as  the 
Vietcong  called  them,  served  every 
conceivable  purpose,  hauling  every- 
thing from  troops  (usually)  to  stra- 
tegic elephant  reserves  ( rarely ) . 

In  the  earliest  days  of  the  war,  the 
Vietcong  had  about  as  much  success 
against  the  choppers  as  Kipling's  "na- 
tives" had  against  the  British  Gatling 
gun.  Helicopter  pilots  used  to  return 
from  missions  and  pull  arrows  from 
the  bottom  of  their  craft.  They 
chuckled  about  pointed  stakes  ten 
feet  tall  set  as  traps  in  jungle  landing 
spots.  Machine  gun  and  rifle  fire  was 
an  increasing  menace,  but  a  relatively 
minor  one.  Even  when  hit,  a  chopper 
often  was  able  to  "auto-rotate,"  or 
glide  to  earth,  giving  its  crew  a 
chance  of  survival. 

Those  days  of  "low-risk  environ- 
ment" lulled  the  allies  into  an  over- 
reliance  on  the  helicopter.  It  became 
the  linchpin  of  American  tactics,  en- 
abling the  establishment  of  the  inter- 
locking networks  of  fire  bases  that 
guarded  the  famous  "approaches"  to 
Saigon  and  Hue. 


About  the  time  of  the  ill-fated 
South  Vietnamese  invasion  of  south- 
ern Laos,  the  situation  began  to 
change.  The  little  Strela  missiles  made 
their  appearance.  Shoulder-fired, 
highly  portable,  the  heat-seeking  mis- 
sile would  fly  right  up  the  tail  pipe 
of  a  helicopter  it  was  chasing  at 
about  1,000  miles  an  hour. 

As  one  soldier  put  it:  "The  pucker- 
factor  did  tend  to  rise."  The  Army 
summed  up  the  changing  picture  in 
its  own  dry  nomenclature:  "low  risk" 
gave  way  to  "near-mid  risk." 

Nobody  knows  how  many  Strelas 
have  been  fired  in  Vietnam.  One  ex- 
pert says  simply:  "Lots."  But  com- 
bined with  conventional  antiaircraft 
fire— as  thick  as  the  jungle  itself  in 
some  places— the  effect  on  South  Viet- 
namese morale  was  incalculable.  The 
Vietnamese  began  abandoning  their 
farthest-flung  fire  bases,  and  the 
North  Vietnamese  built  highways 
through  the  A  Shau  valley.  Strelas 
sought  out  troop-carrying  helicopters 
in  the  Mekong  Delta,  occasionally 
killing  50  or  60  people  in  a  single 
crash.  That  happened  often  enough 
to  add  immeasurably  to  the  new  fear 
of  flying.  A  tacit  ban  on  Americans 
in  choppers  flying  in  forward  areas 
was  established  as  early  as  1971. 

You  could  argue  that  the  South 
Vietnamese  started  losing  the  war 
from  that  point  on.  Typically,  only  one 
big  airborne  battk-taxi  was  said  to  be 
available  for  the  evacuation  of  Ban 
Me  Thuot  a  few  weeks  ago. 

The  Strela  is  by  no  means  perfect. 
For  one  thing,  a  helicopter  can  elude 
it  by  flying  along  the  treetops.  For 
another,  the  missile  can  only  chase  a 
chopper's  exhaust;  an  oncoming  tar- 
get is  no  target  at  all.  Also,  magne- 
sium flares  can  confuse  the  missile's 
heat-seeking  guidance  system. 

But  the  best  way  to  outfox  the 
Strela  is  to  come  up  with  a  new  chop- 
per that  masks  its  infrared  "signa- 
ture"—it's  that  signature  the  Strela 
chases.  Such  a  new  chopper  could 
ideally  outmaneuver  the  slow-turning 
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mi  ven  when  the  1 1  joined. 

■\  new  "masked"  heli<  >pti 
and  sturdier,  is  in   the  works  to 
place  (lie  20-year-old  Huey.  Its  Army 
code  name  isUTTAS  lity  tac- 

tiral   transport  item).  Fly- 

ing    competition     between     Boeing's 
Vertol  United    Technolo- 

division     version     is 
For  early  next  year.  Hughes 
id   Bell    have   already   lost 
out  after  presenting  their  candidates, 
i    took   the   loss   hard,    after    18 

Miths  of  fruitlessly  trying  to  extend 
the  life  of  the  Huey  in  some  fancier 
incarnation.  After  all,  the  helicopter 
has  accounted  for  something  like  20% 
of  all  of  Textron's  sales  since  1960. 
But  theie  were  consolations:  Bell  will 
fight  it  out  with  Hughes  for  another 
new  chopper  contract  (called  the 
A  AH)  that  will  replace  Bell's  "Co- 
bra" gunship.  Right  now,  Huey  or- 
der books  are  bulging  with  commer- 
cial and  foreign  orders,  insuring  Bell 
higher  earnings  for  four  years. 

The  UTTAS  contract  is  likely  to 
run  to  several  billion  dollars.  Yet 
Brigadier  General  Jerry  B.  Lauer,  the 
Korean  war  hero  turned  research  and 
development  specialist  who  is  manag- 
ing the  project  for  the  Army,  hopes  it 
will  virtually  pay  for  itself  in  savings 
on  maintenance,  fuel  and  simple  hu- 
man lives  over  the  Huey.  Defense 
analysts  say  that  full  funding  of  the 
new  helicopter  is  likely;  it  is  one  of 
the  "Big  Five"  no-cut  items  on  the 
Pentagon's  shopping  list. 

Turning  The  Volume  Down 

But  the  UTTAS  contract  will  be  no 
Huey  contract.  There  may  never  be 
another  with  volume  like  that  one. 
Just  as  there  may  never  be  another 
25-year  helicopter  war.  Boeing's  hope, 
if  the  contract  goes  its  way,  is  a  run 
of  7,500  airplanes. 

The  proof  of  the  pudding  is  in  the 
U.S.  Army  itself.  It  plans  only  one 
"air-mobile"  division,  the  101st.  The 
other  helicopter  division  of  the  Viet- 
nam war,  the  proud  First  Air  Cav- 
alry, once  the  wave  of  the  future, 
ignominiously  became  an  armored 
unit  a  couple  of  months  ago. 

"That  doesn't  mean  you're  not  go- 
ing to  use  the  helicopter,"  says  Chair- 
man Harry  Gray  of  United  Tech- 
nologies, who  has  great  hopes  for  his 
Sikorsky  entry  in  the  UTTAS  com- 
petition. "Otherwise,  it  means  you've 
got  to  go  back  to  World  War  II,  with 
the  troops  walking  in  ...  or  else  you've 
got  to  bring  them  in  on  trucks  or 
tanks,  a  very  tedious  thing." 

True  enough,  as  the  South  Viet- 
namese can  attest  of  their  march  from 
tedium  to  apathy  to  hysteria.  The  fact- 
is  that  the  helicopter  is  no  longer  un- 
challenged knight  of  the  battlefield.  ■ 
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Tall  Stories 


According  to  the  lawsuits,  there  were  plenty  of 

them  in  the  buildings  architect  Charles  Luckman 

and  Ogden  Corp.'s  Ralph  Ablon  built  before  they  split  up. 


Charles  Luckman  and  Ralph  Ab- 
lon are  a  well  publicized  pair.  Suck- 
ing on  his  pipe  and  uttering  platitudes 
about  management,  Ablon  has  tried  to 
turn  the  nation's  biggest  scrap  iron 
business  into  a  conglomerate.  It  hasn't 
worked.  After  five  lackluster  years, 
Ogden  finally  had  a  good  showing  in 
1974.  Why?  Because  the  scrap  busi- 
ness was  booming.  Meanwhile,  as  a 
result  of  Ablon 's  diversifying  into 
things  like  shipbuilding,  beef-raising 
in  Paraguay  and  racetracks,  the  com- 
pany is  loaded  with  debt:  As  of  1974 
it  had  common  equity  of  just  $248 
million  as  against  $279  million  in  debt. 

Charles  Luckman,  businessman-ar- 
chitect, was  once  billed  as  the  won- 
derboy  of  American  industry.  He 
abruptly  switched  from  selling  soap  to 
designing  buildings  after  four  unspec- 
tacular years  as  President  of  Lever 
Bros.  As  an  architect,  Luckman  has 
helped  produce  some  impressive  build- 
ings, notably  Madison  Square  Garden 
and  a  Phoenix  cultural  center.  He 
commissioned  the  Lever  Building  that 
pioneered  New  York's  Park  Avenue 
office  boom.  When  he  and  Ablon  got 
together,  things  really  hit  the  fan. 

For  some  $4  million  worth  of  Og- 
den stock,  Ablon  in  1968  bought 
Charles  Luckman  Associates,  Luck- 
man's  architectural  design  firm.  Og- 
den then  formed  a  development  sub- 
sidiary and  put  Luckman  in  charge. 


Ablon  went  back  to  New  York  con- 
«  vinced  that  his  conglomerate  was  onto 
something  good.  Luckman's  consis- 
tently optimistic  forecasts  confirmed 
Ablon's  apparent  wisdom. 

For  six  years  Ogden  apparently  re- 
lied on  Luckman's  reputation  as  an 
architect,  without  reflecting  whether 
a  great  architect  would  necessarily 
make  a  successful  realty  man. 

But  costs  on  Luckman's  top  proj- 
ect, the  block-long  Broadway  Plaza  in 
downtown  Los  Angeles,  kept  going 
up.  When  the  overrun  hit  $10  mil- 
lion, Ablon  began  to  figure  that  he 
had  made  a  big  mistake.  He  pulled 
out  of  the  Broadway  Plaza  project, 
leaving  it  to  Ogden's  partners,  a  sub- 
sidiary of  Carter  Hawley  Hale  and 
Chicago's  Pritzker  family.  Ogden  also 
blew  the  whistie  on  two  more  Luck- 
man projects  on  the  drawing  board. 

After  that,  Ablon,  in  effect,  told 
Luckman  to  get  lost.  For  the  nominal 
sum  of  $1,000  Ogden  sold  back  to 
Luckman  his  design  firm,  stripped  of 
assets;  in  addition  Ablon  agreed  to 
lend  him  $1  million  at  6%  for  working 
capital  in  return  for  the  collection  of 
$1.5  million  in  outstanding  fees. 

But  then  sadder  and  wiser,  Ablon 
began  to  take  a  closer  look  at  some 
of  the  assets  Ogden  still  held  as  a  re- 
sult of  the  Luckman  deal.  He  got  a 
big  shock.  A  new,  13-story  Sunset 
Strip  office  building  was  in  trouble. 


Too  Much? 


Is  Pillsbury  getting  trimmed  in  buying  Weight  Watchers? 


Last  month  Pillsbury  Co.,  the  $1- 
billion-a-year  food  processor,  an- 
nounced a  deal  to  buy  Weight 
Watchers  International.  The  ink  was 
hardly  dry  on  the  press  release  when 
Pillsbury's  stock  started  slimming 
down.  In  just  three  sessions,  the  stock 
fell  from  55&  to  48M,  costing  share- 
holders some  $40  million.  (It  later 
bounced  back  in  the  mid-April  rally.) 
Weight  Watchers  stock,  mean- 
while, jumped  from  7%  to  10%  in  one 
day.  What  the  market  was  saying,  of 
course,  was  that  Pillsbury  was  over- 
paying. The  deal:  an  exchange  of 
stock  worth  some  $43  million.  Pills- 
bury was  paying  five  times  book  value 


and  11  times  earnings  for  a  stock 
that  previously  commanded  only  sev- 
en times  earnings. 

In  the  longer  run,  however,  what 
counts  is  not  what  Pillsbury  is  getting 
but  rather  what  it  can  do  with  this 
still  small  company  (1974  sales:  $21.8 
million).  Obviously  Chairman  William 
Spoor  feels  that  Pillsbury's  marketing 
organization  and  capital  can  greatly 
expand  the  business. 

The  big  question  is,  has  Pillsbury 
made  a  typical  mistake,  buying  a  hot 
litde  "concept"  company  just  when 
the  concept  is  cooling  off? 

This  may  well  be  so.  In  the  first 
quarter  of  fiscal  1975,  Weight  Watch- 
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Charles  Luckman  took  the  bows  for 

conceiving  Broadway  Plaza.  Now  he 

bears  the  blame  for  costly  overruns. 


In  effect,  Luckman  had  locked  up 
Ogden  in  a  master  lease  through 
1981  on  a  plush  building  owned  by 
the  architect  and  his  wife.  Ogden's 
board  went  along  with  the  deal  based 
on  favorable  cash-flow  projections 
provided  personally  by  Luckman,  then 
a  fellow  director.  But  the  promised 
cash  flow  quickly  became  a  cash 
drain,  as  the  office  market  collapsed 
while  Ogden  was  forced  to  shell  out 
over  $3  million  in  tenant  improve- 
ments, rather  than  the  $900,000' 
Luckman  had  projected.   So  far,  the 


building  has  cost  Ogden  $4.3  million. 

Now  Ogden  is  suing  Luckman, 
claiming  the  master  lease  was  a  fraud 
from  the  start.  Luckman  is  counter- 
suing,  claiming  that  Ogden  deliberate- 
ly mismanaged  the  building  in  order 
to  blemish  his  reputation. 

Now  65,  Luckman  is  struggling  to 
keep  his  firm  alive.  It  is  being  run  by 
his  son  Jim  while  Luckman  scram- 
bles to  find  cash  to  pay  an  install- 
ment on  the  Ogden  loan.  Ogden  has 
troubles,  too.  Besides  a  $29  million 
write-off   in    real    estate    for    the   last 


three  years,  it  faces  a  stockholder  suit 
over  the  Sunset  lease  and  the  get-lost 
settlement  with  Luckman. 

Questioned  by  Forbes  in  his  gra- 
cious Bel  Air  mansion,  Luckman  re- 
plied: "I  have  a  host  of  friends,  and 
many  enemies.  Believe  only  half  of 
what  any  of  them  say."  Commented 
an  experienced  Los  Angeles  developer 
who  has  watched  Ogden's  tangled  af- 
fair with  wry  amusement:  "I  never 
get  over  being  amazed  at  how  stupid 
the  business  community  is  when  it 
comes  to  real  estate."  ■ 


ers'  earnings  dropped  27%  (to 
$377,000)  while  sales  stayed  flat. 

Weight  Watchers  derives  80%  of  its 
pretax  income  from  15  company- 
owned  and  102  franchised  weight- 
control  classroom  operations,  where 
waistlines-worriers  pay  a  $4  registra- 
tion fee  "and  $3  for  each  weekly  ses- 
sion of  pep  talks  and  weigh-ins.  As 
many  as  600,000  people  attend  each 
week,  and  another  580,000  read  a 
monthly  Weight  Watchers  magazine. 

However,  the  formula  for  "curing" 
foodaholics,  which  is  like  Alcoholics 
Anonymous'  approach  to  alcoholics, 
is  being  actively  copied. 

Almost  certainly  what  attracted 
Pillsbury  was  Weight  Watchers'  line 
of  low-calorie  foods,  which  last  year 
glossed  $1  million  in  royalties.  Gen- 
eral Foods  and  Carnation  are  al- 
ready in  the  highly  competitive  busi- 
ness, though,  and  all  Weight  Watch- 


ers has  going  for  it  is  its  name. 

The  only  sure  winners  are  Weight 
Watchers'  controlling  stockholders: 
The  founder,  ex-fatty  Jean  Nidetch, 
51,  and  her  first  backers,  Albert  and 
Felice  Lippert,  now  chairman  and 
secretary,  between  them  own  31%  of 
the  2.9  million  common  shares.  They 
will  get  $13  million  in  Pillsbury 
stock,  besides  the  $4.5  million  they 
got  from  going  public 
in  1968  and  from  a  la- 
ter stock  sale. 

Public  stockholders, 
too,  will  come  out  with 
a  profit.  After  adjust- 
ing for  stock  splits,  the 
investor  who  put  $100  into  Weight 
Watchers'  original  stock  will  end  up 
holding  Pillsbury  stock  worth  $400. 
That's  a  pretty  rare  experience  for  in- 
vestors in  hot  little  companies  of  the 
Sixties.   ■ 
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Panacea  No.  One: 
Gasification 

No,  it's  not  hot  air.  but  neither  is  it 
the  answer  to  the  U.S.  energy  problem. 


Your  lunch  is  feeling 

tting  expan- 
sive. \  irtage?  What 
we're  the  Saudi 
Aral i  >>  >  start  to  run  out 
we'll  just  convert  all 
nthetic  gas.  We  already 
hnology.  The  Germans  de- 
veloped it  years  ago." 

Don't  count  on  it.  Not  for  a  long 
time  anyhow.  Listen  to  Dr.  William 
Gouse,  acting  assistant  administrator 
of  the  Energy  Resource  &  Develop- 
ment Administration's  fossil  energy 
project.  He  says  that  even  if  all  of 
gasification's  technical,  political,  finan- 
cial and  environmental  problems  could 
be  resolved,  "you  might  have  15  to 
25  gas  plants  by  1985,  each  produc- 
ing 250  million  cubic  feet  per  day." 

Let's  put  Gouse's  estimates  in  per- 
spective. If  the  Federal  Power  Com- 
mission staff's  production  estimate  is 
correct,  and  if  there  is  no  growth  at 
all  in  gas  demand,  gasification  could 
optimistically  make  up  less  than   10% 


of  the  projected  shortage,  which  will 
grow  as  U.S.  natural  gas  production 
continues  to  decline. 

At  about  $800  million  for  each  gas- 
ification plant,  and  an  additional  $100 
to  $150  million  for  the  coal  mine  to 
feed  it,  that  would  cost  at  least  $20 
billion,  compared  with  the  total  gas 
utility  industry  plant  valued  at  $45.6 
billion  at  the  end  of  1973. 

And  that's  the  optimistic  projection. 
Before  anyone  can  even  plan  on  build- 
ing that  many  plants,  there  are  seri- 
ous problems  to  be  overcome  in  de- 
veloping coal  technology. 

True,  the  basic  coal  gasification 
process  (called  the  Lurgi  process) 
was  developed  in  1931  by  the  Lurgi 
Co.  of  Frankfurt,  Germany.  But  Dr. 
Raymond  Zahradnik,  acting  director 
for  ERDA's  coal  conversion  and  utili- 
zation division,  notes:  "Tests  of  the 
Lurgi  process  using  American  coals 
have  had  less  than  satisfactory  results. 
The  Lurgi  process  is  also  very  compli- 
cated  and   expensive.   The   processes 


we're  developing  now  could  probably 
reduce  the  costs  of  gasification  by  25%, 
and  be  far  more  reliable."  But  those 
new  processes,  in  turn,  "have  only  be- 
gun to  be  demonstrated  on  a  pilot  ba- 
sis," according  to  Douglas  King,  direc- 
tor of  research  and  engineering  for 
the  American  Gas  Association. 

The  technical  problems  aren't  im- 
possible. But  most  people  in  the  gasifi- 
cation field  figure  it'll  take  five  years 
to  come  up  with  the  solution;  then 
they'll  have  to  face  the  remaining 
stumbling  block:  how  to  finance  the 
massive  gasification  program? 

A  good  part  of  that  problem  re- 
volves around  tax  policy.  For  all  their 
high  projected  price  tags,  gasification 
plants  aren't  all  that  much  more  ex- 
pensive than  bringing  in  offshore  oil 
or  gas  from  places  like  the  outer  con- 
tinental shelf  or  the  North  Sea.  The 
difference  is  that  for  tax  purposes  you 
can  expense  three-fourths  of  the  oil 
money  in  the  year  it's  spent,  while 
you  have  to  depreciate  the  gasifica- 
tion plants  over  15  to  25  years. 

So  Congress  will  have  to  swallow 
hard  and  give  some  tax  breaks  to  gas- 
ification to  attract  the  kind  of  capital 
that  will  be  needed.  But  even  that 
may  not  be  enough.  Few  investors  are 
willing  to  take  the  risk  that  some  act 
of  God  or  King  Faisal's  successor  will 
push  oil  and  gas  prices  through  the 
floor,  thereby  making  coal  gasificaton 


Panacea  No.  Two: 
far  Sands 


Hundreds  of  millions  have  been  gambled  on  Athabasca's 
tar  sands,  but  how  many  barrels  of  oil  will  they  fill? 


Achieving  energy  independence  is 
theoretically  possible,  but  may  not 
be  practical  in  an  economic  sense. 
There  is,  for  example,  more  oil  locked 
in  the  rocks  of  the  Rocky  Mountains 
than  there  is  in  the  sands  of  Arabia, 
but  getting  it  out  (Forbes,  April  1) 
may  be  more  costly  than  it  is  worth. 

Or,  take  Canada's  tar  sands.  Last 
December  Atlantic  Richfield  abrupt- 
ly pulled  out  of  a  consortium  known 
as  Syncrude;  it  is  building  a  giant 
plant  to  extract  oil  from  the  Athabas- 
ca tar  sands,  located  in  Alberta,  650 
miles  north  of  the  Montana  border. 
Pulling  out  cost  Arco  a  $21.7-million 
write-off  and  an  undisclosed  out-of- 
court  settlement  with  its  former  part- 
ners. But  Arco  considered  it  money 
well  spent. 

To  keep  the  project  alive,  the  Ca- 
nadian   government    and    the   Ontario 


and  Alberta  provincial  governments 
stepped  into  the  consortium  to  take 
Arco's  place  alongside  of  Exxon's  Im- 
perial Oil,  Canada  Cities  Service  and 
Gulf  Canada,  Ltd. 

"We  are  doing  a  lot  of  guessing," 
confesses  Gulf  Canada  President  Jerry 
McAfee,  a  bluff  Texan.  "It's  taking 
a  great  deal  of  guts  to  go  on.  We  may 
he  as  wrong  as  hell." 

Set  up  in  the  late  1950s,  Syncrude 
holds  leases  on  over  100,000  acres  of 
the  tar  sands— a  mix  of  sand,  clay 
and  heavy  oil  surrounded  by  swampy 
muskeg.  From  this  gooey  mixture, 
Syncrude  hopes  to  extract  1.1  billion 
barrels  of  oil,  a  maximum  125,000 
barrels  a  day  for  25  years. 

It  will  he  very  expensive  oil. 

First,    Syncrude   must   create   whal 

'lie    world's    largest    open-pit 

mine,  load  the  excavated   ;ands  on  to 


mile-long  conveyor  belts  and  build  an 
extraction  plant.  There  it  will  add  hot 
water  and  steam  to  create  a  froth 
from  which  the  oil  can  be  skimmed 
off,  cracked  and  treated  with  hydrogen 
for  pipelining  to  Edmonton,  250  miles 
to  the  south,  as  a  light-gravity,  low- 
sulfur  crude. 

The  cost  will  be  staggering.  Orig- 
inally, the  bill  was  going  to  be  around 
$1  billion.  Inflation  has  raised  the 
estimate  to  $2  billion.  That  repre- 
sents a  minimum  capital  cost  of 
$16,000  per  barrel  per  day,  con- 
siderably higher  than  the  estimated 
cost  of  shale  oil  development. 

On  top  of  these  huge  capital  out- 
lays, production  costs  will  also  be  sky- 
high.  By  1985,  when  the  project 
should  be  in  full  production,  opciat 
ing  costs  will  come  to  about  $7  a 
barrel— without  allowing  for  depreci.i 
lion    or   for   a   return   on    investment. 

"Just  to  get  back  its  investment," 

says    Frank    Stewart,    an    Alberta    etl 

gineer  who  has  done  some  consulting 
on  the  project.  "Syncrude  mn.l  gel 
$9.02    a    barrel    in     1985."     However, 

Stewart  figures  the  International  prio< 

<.f   nil   will   be  around  $15.55  in    L985 

so   Syncrude   will   !><■   showing   some 

soil  ol  a  profit. 
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Like  other  energy  "solutions,"  gasification  is  more  marginal  than  magical. 


an  expensive  alternative  to  cheap  nat- 
ural fuel.  They  would  want  to  be  as- 
sured, probably  through  government 
action,  that  the  high-cost  synthetic 
gas  will  have  a  market  during  the  life- 
time of  the  plants. 

For  argument's  sake,  let's  assume 
that  we  have  our  blueprints  and 
checkbooks  ready.  Are  all  the  ma- 
terials and  manpower  we  need  avail- 
able? Well,  as  one  gasification  en- 
gineer says,  "You're  talking  about  us- 
ing  much   the   same   manpower   and 


fabrication  facilities  to  build  gasifica- 
tion facilities,  nuclear  plants  and  off- 
shore oil  drilling  facilities.  There  are 
just  so  many  engineering  construction 
firms  capable  of  undertaking  massive 
jobs."  In  other  words,  we  will  have  to 
choose  whether  gasification  is  more 
promising  than  nuclear  power  or  off- 
shore oil. 

There's  another  basic  problem- 
getting  enough  coal.  While  we  now 
have  at  least  237  billion  tons  of  re- 
coverable coal,  we  aren't  moving  fast 


enough  to  recover  it.  Tom  Falkie,  di- 
rector of  the  Interior  Department's 
Bureau  of  Mines,  says,  "When  I  was 
chairman  of  the  coal  task  force  for 
Project  Independence,  we  came  up 
with  the  figure  of  a  possible  1.2  bil- 
lion tons  of  coal  production  by  1985, 
compared  with  593  million  tons  of 
production  in  1973.  That  1.2  billion 
tons,  though,  was  for  direct  burning 
applications;  we  didn't  factor  in  the 
requirements  for  coal  gasification." 
Falkie  is  pessimistic  about  realizing 
the  1985  projection.  Last  year,  despite 
high  demand  for  coal,  production 
only  managed  to  creep  up  to  the  600- 
million-ton  mark. 

Water  is  also  a  major  requirement 
of  coal  gasification  plants:  It  is  needed 
both  as  a  raw  material  and  as  a  cool- 
ant. Literally,  do  we  have  enough 
water  to  burn?  Don't  ask  the  Bureau 
of  Mines;  its  water  study  won't  be 
ready  for  another  six  months  or  so. 
But  one  Bureau  man  confided  to 
Forbes'  John  Dizard:  "We've  got 
people  here  who  think  a  water  short- 
age will  curtail  the  expansion  of  any 
big  gasification  industry." 

This  is  not  to  say  that  coal  gasifica- 
tion doesn't  deserve  high  priority.  It 
does.  But  don't  expect  miracles  from 
it.  There  is  simply  no  easy  and  cheap 
way  to  deal  with  the  energy  situation 
that  will  be  with  us  all  our  lives— and 
our  children's,  as  well.    ■ 


The  price  of  oil  could  conceivably 
go  that  high.  But  right  now  the 
price,  over  $10  a  barrel,  looks  shaky. 

Had  the  Canadian  government  not 
stepped  in,  the  whole  project  would 
have  been  in  serious  jeopardy.  In  fact, 
opposition  politicians  complain  that 
the  governments  are  bailing  out  the 
oil  companies.  The  three  governments 
will  invest  $600  million  of  taxpayers' 
monies  in  Syncrude,  and  Alberta 
alone  will  spend  another  $400  million 
for  a  power  plant  and  the  pipeline. 
In  return,  the  three  companies  will 
raise  their  stake  to  $1.4  billion— which 
leaves  the  total  financing  about  58% 
private,  42%  governmental. 

In  Ottawa,  Donald  MacDonald, 
Canada's  Harvard-educated  energy 
minister,  told  Forbes:  "We  haven't 
been  taken  to  the  cleaners.  We  get 
70%  of  the  revenues  for  30%  of  the 
equity."  In  short,  the  government  is 
in  as  a  partner,  not  as  a  sugar  daddy. 

It  isn't  hard  to  see  why  the  gov- 
ernments want  Syncrude  to  go  ahead. 
Building  Syncrude  will  create  jobs— 
maybe  10,000  new  jobs  on  the  con- 
struction site  and  in  Canadian  ma- 
chine shops  where  70%  of  the  capital 
costs  will  be  spent.  That  counts  in  a 
small    economy.    Then,    too,    Canada 


needs  the  oil.  For  years,  the  Alberta 
government  stalled  on  the  project,  ap- 
parently in  order  to  protect  the  price 
of  Alberta  conventional  crude;  it  re- 
lented only  when  it  became  clear  that 
Canada's  self-sufficiency  was  running 
out.  The  sands  contain  more  than  26 
billion  barrels  of  oil  that  can  be  cur- 
rently recovered— enough  to  supply 
Canada  for  50  years.  Another  200 
billion  barrels  may  be  recoverable  by 
using  steam  and  chemicals  to  lessen 
the  oil's  viscosity. 

"Unless  we  keep  the  momentum  of 
the  oil  sands  going,"  says  MacDon- 
ald, "Canada  will  be  increasingly  de- 
pendent on  overseas  supplies." 

Another  Doubt 

What's  in  all  this  for  the  compa- 
nies? That's  not  so  clear.  Arco  wasn't 
alone  in  shying  away  from  Syncrude; 
Shell  and  Texaco  also  turned  thumbs 
down.  Too  costly,  they  said.  But  they 
must  have  had  another  doubt  in  their 
minds. 

Canada  is  becoming  increasingly  na- 
tionalistic about  foreign  control  of  its 
natural  resources.  In  recent  months 
taxes  and  royalties  on  oil  have  soared. 
Dozens  of  U.S. -owned  oil  rigs  have 
quit  Alberta  for  more  profitable  ven- 


tures in  the  Rocky  Mountain  states. 
Ahead,  there's  a  federal  government 
plan  to  create  PetroCanada,  a  gov- 
ernment-owned company  with  $500 
million  in  initial  funds.  MacDonald 
wants  PetroCanada  to  have  a  big 
say  in  all  aspects  of  Canadian  oil— 
from  exploration  and  development  to 
marketing.  No  one  is  yet  talking  na- 
tionalization, but  the  trend  is  clear. 

Last  autumn  MacDonald  decided 
to  phase  out  future  oil  shipments  to 
the  U.S.  Both  Imperial  and  Gulf  Can- 
ada have  Canadian  refineries.  Arco, 
having  no  refineries  and  no  gas  sta- 
tions in  Canada,  could  not  have  made 
as  profitable  use  of  its  share  of  the 
production.  And  Cities  Service  is  in 
the  same  boat. 

Quite  clearly,  then,  the  risks  are 
greater  for  the  private  participants 
than  for  the  government— and  the  re- 
wards less  clearly  defined.  However, 
it  would  be  very  difficult  for  the  re- 
maining partners  to  pull  out  now.  Al- 
ready, $200  million  has  been  spent 
on  Syncrude,  and  contracts  have  been 
signed  for  $400  million  worth  of  cus- 
tom-built equipment.  Gulf  Canada's 
McAfee  remains  hopeful,  but  he  con- 
cedes: "We've  got  ourselves  a  great 
big  fat  headache."  ■ 
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Arthur  In  Paley-Land 


Is  Bill  Paley,  aging  but  still  powerful,  really  willing  to  share 
power  at  CBS?  Will  Arthur  Taylor  survive  to  succeed  him? 


wonderful— though  prob- 
ably apocryphal— story  about  Bill  Pa- 
li id  his  wife  Babe.  It  was  over  a 
le  ago.  Bill  and  Babe  were  walk- 
ing arm  in  arm  up  Park  Avenue,  ad- 
miring skyscrapers.  Babe  waved  her 
arm  at  one,  with  its  straight,  tall  lines 
rising  toward  a  bright  spring  sky,  and 
said,  as  if  she  were  discussing  a  kitch- 
en remodeling  or  a  set  of  new  slip- 
covers: "Bill,  we  should  do  something 
like  this." 

So  goes  the  story.  When  William 
S.  Paley,  the  founder  and  chairman 
of  CBS  Inc.,  built  his  corporate  head- 
quarters, it  was  a  masterpiece.  In  fact, 
critics  agree  that  CBS's  Eero  Saari- 
nen-designed  "Black  Rock"  on  Sixth 
Avenue  is  one  of  the  world's  most  ele- 
gant skyscrapers,  comparable  to  rival 
RCA's  headquarters  at  30  Rockefeller 
Plaza  (which  is  called  "30  Rock"). 

Whatever  Paley  does,  whether  it's 
building  a  headquarters  or  a  program- 
ming schedule,  he  comes  out  first 
class.   Still   trim   and   vigorous   at  74, 
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Paley  regards  CBS  as  more  than  just 
a  business  he  heads;  it's  his  creation. 
And  CBS's  headquarters  is  more  than 
a  "soaring  sculpture,"  it  is  his  favorite 
house.  (It  is  said  that  Paley  is  so  con- 
cerned about  Black  Rock's  leased 
restaurant,  The  Ground  Floor,  that 
he  frequently  goes  into  the  kitchen  to 
taste  the  chef's  soup. ) 

By  The  Numbers 

Right  now  Paley's  numbers,  as  well 
as  his  architecture,  are  first  class.  For 
1974  CBS  has  just  reported  its  third 
straight  year  of  record  profits  ($108.6 
million,  up  17%  over  1973)  and  its 
26th  straight  year  of  record  revenues 
($1.75  billion,  up  13%).  And  1975 
should  be  better.  CBS  stock  is  back 
up  to  around  $45  ( 12  times  earn- 
ings), from  $28  in  January. 

Wall  Street  is  applauding  39-year- 
old  Arthur  Taylor,  who  is  emerging 
as  the  strongest  president  in  CBS  his- 
tory and  Paley's  first  designated  suc- 
cessor. Taylor  deserves  credit,  but  he 


has  been  at  CBS  only  three  years;  long 
enough  to  make  his  mark,  but  not 
*long  enough  to  put  his  stamp  on  the 
company.  One  thing  has  not  changed: 
CBS's  real  boss  remains  Bill  Paley. 

Only  a  month  ago  Paley  was 
quoted  in  New  York  magazine  deny- 
ing that  he  was  about  to  fire  Taylor 
over  some  unspecified  "differences." 
Paley  told  Forbes  the  rumors  were 
"totally  unfounded,"  and  added,  "In 
Taylor  we  have  a  very  unusual  young 
man.  He's  just  as  good  a  trader  as  I 
am,  maybe  better,  and  he  fits  the  role 
beautifully  as  my  successor."  But  the 
printed  denial  itself  inadvertently 
served  as  a  timely  reminder  to  one 
and  all  that  Paley  still  has  the  power 
to  fire  anyone.  He  is  CBS  for  better 
or  worse— 'til  death  do  them  part. 

The  best  of  CBS's  performance  is 
clearly  Paley's  doing.  A  couple  of 
years  back,  he  junked  his  network's 
top-rated,  prime-time  format  popular 
with  older,  rural  viewers  and  replaced 
it  with  a  new  top-rated  combination 


Bill  Paley  has  it  all— brains,  money,  power. 
"If  I  could  live  again,"  says  TV  consultant 
Mike  Dann,  "I  would  come  back  as  Bill  Paley. 
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that  drew  the  younger,  urban  and 
more  affluent  viewers  that  most  adver- 
tisers seek.  Out  went  "The  Beverly 
Hillbillies."  In  came  "The  Mary  Tyler 
Moore  Show"  and  "Rhoda." 

It  was  a  gutsy  thing  to  do,  be- 
cause it  takes  courage  to  drop  a  win- 
ning product  line  before  its  time.  The 
gamble  paid  off.  Today  the  CBS  net- 
work ranks  first  in  prime  time  (with 
eight  of  the  top  ten  shows),  daytime, 
Saturday  mornings  and  news— and 
CBS  is  rising  fast  in  sports. 

What  room  is  there  for  an  ambi- 
tious young  man  like  Arthur  Taylor 
in  such  a  setup?  The  answer  is  that 
Paley  has  given  Taylor  a  number  of 
specific  tasks  and  the  power  to  accom- 
plish them.  Without  doubt,  Paley  is 
testing  Taylor  for  the  role  of  his 
eventual  successor. 

Taylor's  first  task  was  to  straighten 
out  the  mess  in  CBS's  diversification 
program.  Actually  it  was  CBS's  third 
attempt  at  diversification.  The  first 
was  CBS's  hugely  successful  entry  in- 
to the  record  business  (in  1938);  the 
second  was  the  disastrous  effort  to 
make  color-TV  sets.  When  CBS  final- 


ly folded  Hytron  Radio  and  Elec- 
tronics Corp.  in  1961,  it  had  cost 
some  $40  million  to  $50  million.  Un- 
daunted, Paley  decided  in  1963  that 
it  was  necessary  to  diversify  again. 
Growth  opportunities  in  broadcasting 
were  limited  by  federal  regulation: 
CBS  already  owned  as  many  broad- 
casting stations  as  the  law  permitted. 
It  was  the  conglomerate  era,  and 
Paley  wanted  to  leave  behind  a  solid, 
multibusiness  company  rather  than 
merely  a  broadcasting  one.  Paley  says: 
"We  felt  we  had  a  responsibility  to 
our  stockholders  not  to  be  100%  de- 
pendent upon  broadcasting." 

The  latest  mess  began  with  the  ill- 
fated  purchase  of  the  New  York  Yan- 
kees and  seemed  to  go  downhill  from 
there.  It  was  a  clear  case  of  Paley's 
insistence  on  excellence  backfiring. 

Madison  Square  Garden's  President 
Michael  Burke,  who  was  CBS's  ac- 
quisition man  in  the  Sixties,  recalls: 
"CBS  [read  Bill  Paley]  had  the  feel- 
ing that,  as  the  best  company  of  its 
kind,  it  should  acquire  only  the  best 
of  other  businesses."  But  as  any  Har- 
vard Business  School  graduate  can  tell 
you,  that  lofty  ideal  often  leads  to 
faulty  deals.  Again  and  again  CBS 
paid  peak  prices  for  companies  (like 
the  Yankees,  Holt,  Rinehart  &  Win- 
ston   and    Creative    Playthings)    that 


Arthur  Taylor  wants  it  all.  But  he 
doesn't  have  it  yet.  "If  CBS  ceases 
to  be  the  leader,  I  shall  have  failed." 


had  already  peaked.  (See  CBS's  ac- 
quisition scorecard  on  page  23  for  the 
gory  details.) 

After  the  headaches  mounted,  Pa- 
ley realized  that  he  needed  an  experi- 
enced outsider  to  straighten  out  and 
run  the  new,  diverse  CBS  and  also  to 
become  his  successor.  None  of  his  top 
men  seemed  up  to  the  job  and  there 
were  no  heirs  apparent. 

Back  in  the  early  Sixties  James 
(The  Smiling  Cobra)  Aubrey  seemed 
destined  for  the  top  spot.  But  then 
he  was  fired  literally  out  of  the  blue 
under  cloudy  circumstances.  As  one 
story  has  it,  it  happened  as  he  stepped 
off  a  helicopter  on  the  roof  of  Man- 
hattan's Pan  Am  Building.  Shortly  af- 
terward John  Schneider  was  promoted 
to  executive  vice  president— only  to  be 
demoted  to  a  newly  created  post  as 
head  of  the  Broadcasting  Group  a 
few  months  later.  As  Paley  explains 
it:  "Schneider  is  a  broadcaster,  and 
he  wasn't  happy  in  the  new  [adminis- 
trative] role.  .  .  .  He  was  the  happiest 
man  in  the  world  when  he  was  al- 
lowed to  go  back  to  broadcasting." 

Meanwhile,  friction  developed  be- 
tween Paley  and  Dr.  Frank  Stanton, 
his  scholarly,  hard-working  old  friend 
who  had  been  CBS's  president  since 
1945.  Though  Stanton  himself  had 
pushed  for  a  mandatory  retirement 
(which  was  waived  for  Paley),  he  re- 
portedly hoped  to  the  end  that  "The 
Chairman"  would  keep  him  on  after 
he  reached  65  in  1973.  The  hope  was 
in  vain.  Stanton  today  heads  the 
American  National  Red  Cross. 

Paley  was  convinced  that  he  need- 
ed a  man  from  outside  show  busi- 
ness. A  man  with  generalized  man- 
agement experience,  preferably  a  top 
man  from  a  big  conglomerate.  Ex- 
ecutive headhunters  rounded  up  a 
number  of  candidates  but,  surprising- 
ly, many  of  them  wanted  no  part  of 
CBS  or  perfectionist  Paley. 

"Those  guys  knew  that  Bill  Paley 
is  no  pussycat,"  says  a  former  asso- 
ciate. One  of  life's  winners,  Paley  ex- 
pects the  same  perfectionism  in  oth- 
ers that  he  himself  displays.  The  son 
of  a  Philadelphia  cifo'ar  manufacturer, 
he  built  the  CBS  radio  network  prac- 
tically from  scratch  in  the  Thirties  and 
Forties;  overtook  RCA  Corp.'s  NBC 
in  the  Fifties  (after  "stealing"  Jack 
Benny,  Red  Skelton,  Amos  'n'  Andy 
and  others  from  NBC ) ;  did  the  same 
in  television;  and  also  married  Bar- 
bara (Babe)  Cushing,  one  of  the 
world's  most  beautiful  women.  A 
man  like  that  can  be  hard  to  live 
with,  especially  as  he  grows  older. 
From  time  to  time,  just  about  every- 
one around  him  has  felt  the  lash  of 
his  tongue.  "I  once  was  personally 
overjoyed  to  report  to  Mr.  Paley  that 
CBS   had   nine   of   the   ten   top-rated 
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hows,"  recalls  a  former  ex- 

Utive.  "All   he  said  'That   god- 

damned  NBC  alw  n   there 

for  one.' 

Paley  himsell  "I  have  a 

passion  for  quali 

The   job  o  knew  that 

the}     v  idged    not    only    on 

1 1  listrative  and  financial  skills, 

bul  their  grammar,  their  clothes 

ed,  even  on  the  way  they 
ted  their  hair.  Paley  is  notorious 
for  measuring  a  man  by  the  width 
of  his  lapel.  The  preoccupation  with 
dress  is  a  companywide  phenomenon. 
All  of  CBS's  executives  dress  with 
taste,  if  not  always  with  style;  an  ex- 
ecutive  was  once  sent  home  to  change 
his  Argyle  socks. 

And  most  important,  the  prospects 
suspected  that  they  would  get  the  re- 
sponsibility of  running  CBS,  but  little 
of  the  real  authority.  Paley  made  it 
dear  that  he  would  reserve  the  right 
to  veto  any  of  their  moves. 

Finally  the  job  was  taken  by 
Charles  (Chick)  Ireland,  a  rumpled 
but  capable  and  thick-skinned  infight- 
er  who  had  worked  for  the  Kirby 
family  at  Alleghany  Corp.  and  then 
for  Harold  Geneen  at  International 
Telephone  &  Telegraph.  Tragically, 
Ireland  suffered  two  heart  attacks  in 
eight  months  at  CBS  and  died  in 
1972  at  the  age  of  50. 

Ireland's  death  scared  off  even 
more  prospects.  Then  Heidrick  & 
Struggles,  the  same  executive  search 
firm  that  found  Ireland,  brought  in 
37-year-old  Arthur  Taylor,  a  history 
teacher  by  training  (at  Brown  Uni- 
versity) and  a  financial  whiz  by  in- 
clination (at  First  Boston  and  then 
International  Paper). 

Taylor  has  aged  and  gained  weight 
since  joining  CBS  almost  three  years 
ago,  but  he  says  that  he  knew  from 
the  beginning  that  he  was  going  to 
work  for  one  of  America's  most  "de- 
manding and  consuming"  companies. 
He  says  with  a  laugh:  "I  said  some- 
thing to  myself  like,  'You're  young 
and  healthy  .  .  .  you're  young  and 
healthy.'  " 

Paley  and  Taylor  concede  that 
CBS's  entrenched  executives  gave  the 
new  boy  some  bad  days  at  Black 
Rock.  Most  of  the  sniping  was  petty, 
but  pointed.  For  example,  some  called 
him  a  "drone."  Others  laughed  at  his 
black  homburg  hat  (which  he  no 
longer  wears  to  work).  And  still  oth- 
ers smoked  to  his  face,  although  there 
is  a  "Please  No  Smoking"  sign  in  the 
corner  of  his  palatial  paneled  office 
and  Taylor  himself  has  explained  that 
smoking  bothers  his  sinuses 

But  slowly   and  quietly  Tayloi 
serted   authority.    Two   natural    rivals 
departed-one   lo   Sony,   the   other   to 
the  Encyclopaedia  Britannica.  He  per- 
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Back  in  the  Thirties  aboard  an 
ocean  liner,  Bill  Paley  heard  an 
obscure  singer  on  a  Tommy 
Dorsey  record.  He  cabled  home: 
"Heard  vocalist  called  Bing  Cros- 
by. Please  sign."  A  decade  later, 
he  signed  another  unknown- 
Frank  Sinatra.  Paley  hasn't  lost 
his  touch.  In  1970  he  junked 
his  top-rated  rural  comedies 
for  equally  popular  shows  like 
"Rhoda."  Rhoda's  wedding  at- 
tracted one  of  this  season's 
biggest     television     audiences. 


sonally  fired  still  another.  "Before 
people  were  aware  that  he  was  tight- 
ening the  system,"  says  an  old  CBS 
man,  "it  was  all  over."  Today  Taylor 
says  he  is  "comfortable."  The  round- 
faced  executive  told  Forbes:  "All  of  a 
sudden  when  you  say  something  that 
you  know  is  stupid  and  the  other  guy 
smiles  at  you  .  .  .  you  know  they've 
begun  to  .  .  .  permit  you  to  be  a  hu- 
(man  being.  I  don't  feel  like  I'm  a  new 
boy  anymore." 

Aside  from  meeting  the  grooming 
test,  Taylor  has  done  an  impressive 
job  of  hiring  and  promoting  able  per- 
sons to  run  most  of  CBS's  trouble 
spots,  by  imposing  the  most  efficient 
management  controls  in  the  compa- 
ny's history  and  by  cutting  costs  early, 
partly  through  a  continuing  hiring 
freeze.  In  answer  to  an  analyst's  ques- 
tion during  a  recent  meeting,  a  CBS 
executive  noted  in  passing  that  if  he 
didn't  meet  his  earnings  target  this 
year,  he  wouldn't  be  around  next  year 
to  explain  why  he  failed.  An  analyst 
told  Forbes:  "Division  managers 
didn't  have  those  fears  before  Taylor 
moved  in." 

Characteristically,  Paley  takes  cred- 
it for  CBS's  management  controls.  He 
says  the  controls  were  in  place  long 
before  Taylor  was  hired.  Few  would 
disagree.  But  the  controls  were  not 
that  effective  until  Taylor  was  around 
to  implement  them. 

Taylor  now  has  CBS's  troubled  ac- 
quisitions under  control.  True,  last 
year  they  contributed  only  around  5% 
of  CBS's  profits  on  30%  of  revenues. 
But  that  is  a  dramatic  improvement 
over  the  losses  of  pre\  ions  years. 

Taylor  approached  the  acquisitions 
by  splitting  them  into  two  groups— 
those  that  had  promise  and  those  that 
had  none.  He  quickly  dumped  the 
bummers:  The  New  York  Yankee. 
were  sold  for  a  small  profit  to  a 
group  headed  by  Mike  Burke;  CBS's 
49%  interest  in  housing  developer 
Klingbeil  Co.  was  written  oil  as  a 
$10-million  loss;  a  number  of  proprie- 
tary schools  were  sold  (and  the  rest 
will  soon  go,  too) . 

With  those  that  CBS  decided  to 
keep,  Taylor's  chiel  problem  was  find 
ing  new  top  managers.  Almost  withoul 
exception,  CBS's  cupboard  was  bare; 
Taylor  had  to  bring  in  talent  from  the 
outside.  So  far,  he  has  scored  his  big 
gesl     SUCCeSS     with     John     Baeke     and 

with  CBS's  Holt,  Rinehart  &  Winston. 
The  Holt,  Rinehart  deal  was  a  de 

bade    Irom    the    beginning.    Pale)    had 
turned   it   down    Hat    in    198 1     Too  ex 
pensh  e    he  said.  Then  three  j  ears  la 
ier,  right   alter  rival   RCA   picked  oil 
Random  House,  Pale)  reversed  himsell 

and  bought   Holt  loi   lar  more  than  the 
original   asking  price.    He  paid  a  sl.i 
gering  $240  million  in  cash  and  stock. 
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Diversification:  CBS's  Spinning  Wheels 

CBS  diversified  to  be  less  dependent  on  broadcasting  and  records.  But 
ten  years  later  it  is  still  heavily  in  broadcasting,  which  provides  46% 
of  revenues,  74%   of  net.   Below:   its  60  diversifications— and   failures. 


Company 

Product 

Comments 

1964   N.Y.  YXkees 

Baseball  team 

Price:  $13.2  million;  sold  for  $10 
million  in  1973.  Shown  as 
$7.3-million  profit  due  to 
depreciation. 

Nine  C\^Tdian 
cablr^Btems 

Community  antenna 

Canada  ordered  ownership 

TV  (CATV) 

reduced  to  20%  in  1970. 

Profit:  $13  million. 

1965   Fender  Guitar 

Electric  guitars 

Price:  $13  million,  cash. 

Rhodes 

Electric  pianos 

Part  of  Fender;  now  separate  co. 

Electro  Music 

Leslie  speakers 

Price  not  disclosed. 

V.C.  Squier 

Guitar  strings 

Price  not  disclosed. 

1966  Rogers  Drums 

Creative  Playthings 
The  LearnXg  Center 


Drums 

Educational  toys 
3-D  educ.  systems 


Price  not  disclosed. 

Price:  $16.8  million  in  stock. 

Subsidiary  of  Playthings;  closed. 


1967  Bailey  Films 

Film  Associates 
Holt,  Rinehart 

&  Winston 
Field  &  Stream 
Cinema  (Xiter  Films 
Electron/Video 

Ret 
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Educational  films 
Educational  films 
Educational 

publishers 
Outdoors  magazine 
Feature  films 
Video  cassettes 

for  television 


Price  not  disclosed. 
Price  not  disclosed. 
Price:  over  $240  million  in 

cash  and  stock. 
Subsidiary  of  Holt. 
Inside  venture;  closed  in  1972. 
Inside  venture;  written  off  in 

1971.  Loss:  over  $43  million. 


1968  W.B.Saunders 

Discount  Records 


Medical  publishers 
Retail  record  chain 


Price:  $58.2  million  in  stock. 
Expanded  from  18  to  69  stores. 


1969  Tele  VuXystems* 
TelevisiX  Signal* 
Two  U.S.  CATV 

companies* 
Anthony  Blond 
Soundcraft 
National  Handcraft  Inst. 


U.S.  CATV  co. 
U.S.  CATV  co. 


British  publisher 
Audio  tape 
Hobby  products 


Price:  about  $23  million  in  stock. 
Acquired  49%;  raised  to  81%. 
Price:  $2.6  million  in  stock. 

Price  not  disclosed. 
Division  of  Reeves  Corp. 
Price  not  disclosed. 


1970  FourproprieUry schools 
KlioSbeil 

CMXjfstems 

RajKfax 


Housing  developer 

Rapid  access  ^ideo 

editors 
Facsimile  machines 


Two  sold  in  1974;  others  for  sale. 
49%  bought  for  $10  million. 

Written  off  in  1973. 
Joint  venture  with  Memorex. 

Sold  to  Orrox  Corp.  in  1974. 
Joint  venture  with  Savin  Business 

Machines.  Sold  in  1973. 


1971   Popular  Library 
Bond  Publishing 
Parker  Publishing 
Nueva  Editoriale 

Interamericana  SA 
X-Acto 

Tunafish  Music 
Columbia  Jteauty  Club 


Paperback  publisher 
Road  &.Track 
Cycle  World 
Spanish  language  ^ 

publisher 
Hobby  tools 
Music  publisher 
Cosmetics  by  mail 


Price:  $9.7  million. 

Price  of  all  four: 
$15.5  million,  cash. 


Price:  $3.4  million  in  stock. 
Internal  development;  closed. 


1972  Pacific  Electronics 

(Now  Pacific  Stereo) 
PV4 

EpicXe 

World  Tennis  Inc. 

Two  proprXary  schools 

April  House 

Steinway 

Two  proprietary  schools 


Audio  components 

retail  chain 
Auto  magazine 
Gourmet  magazine 
World  Tennis 

Posters,  etc. 
Pianos 


Price:  about  $14  million;  ex- 
panded from  7  to  57  stores. 
Internal  development. 
Internal;  discontinued. 
Price:  $4.4  million,  cash. 
To  be  sold. 

50%  owned;  cost  not  disclosed. 
Price:  $19.1  million  in  stock. 
Internal;  being  sold. 


1973  Needle  Arts  Society 
Gulbransen 
Miller  Freeman 


Hobby  club 
Organs  / 

Sea  Magazine  \ 


Internal  development. 
Price: 

$9  million. 


1974  Movie  Book  Club 


Book  club 


Price  not  disclosed. 


"All   U.S.   CATV  companies  spun  off  into  Viacom   International   in    1970  by   FCC  order. 


This,  for  a  company  that  earned 
$6.7  million  after  taxes  in  its  best 
year.  Almost  immediately,  the  school- 
book  publisher  came  apart  at  the 
bindings;  it  seems  that  it  had  been 
neglecting  its  successful  high  school 
and  college  markets  while  concentrat- 
ing on  an  unsuccessful  entry  into  the 
elementary  school  market.  "CBS 
didn't  see  it  coming,"  says  Publishing 
Group  President  Backe.  Indeed,  CBS 
made  matters  worse  by  signing  up  a 
lot  of  authors  to  write  textbooks  that 
never  sold. 

Backe,  a  veteran  of  General  Elec- 
tric's  and  Time  Inc.'s  ill-fated  General 
Learning  Corp.,  ordered  major  sur- 
gery. He  slashed  inventory,  personnel, 
production  costs  and  the  college  pub- 
lishing list  from  350  books  in  1971 
to  half  that  in  1974.  At  the  same  time, 
he  pushed  effective  marketing.  The 
salesmen's  free  ride  was  over.  He  took 
them  off  full  salary  and  put  them  on 
partial  commission. 

The  result:  Backe's  Publishing 
Group,  which  includes  a  number  of 
profitable  medical  publishers,  CBS's 
special  interest  magazines  and  the 
proprietary  schools,  nearly  quadru- 
pled its  pretax  profits— to  $11.9  million 
in  1974  from  $3.2  million  in  1973. 
Holt's  profit  margins,  says  Backe,  now 
exceed  the  industry  average. 

For  the  Columbia  Group  (which 
includes  all  of  CBS's  other  diversifica- 
tions) Taylor  chose  John  Phillips  from 
American  Home  Products.  Phillips  has 
brought  a  marketing  orientation  to  the 
group  that  it  didn't  have  before. 

A  Boatful  Of  Presidents 

While  he  was  recruiting  talent  and 
promoting  from  within  (particularly 
women  and  blacks),  Taylor  also  be- 
gan replacing  Frank  Stanton's  aus- 
tere, decentralized  style  of  manage- 
ment with  a  closely  knit,  centralized 
one.  Now,  for  instance,  CBS  bonuses 
are  based  on  overall  company  per- 
formance rather  than  on  division  per- 
formance. And  to  drive  home  the 
ppint  that  "We're  all  in  the  same 
boat,"  as  Taylor  puts  it,  he  gets  all 
his  group  presidents  together  on  week- 
end camping  trips  from  time  to  time. 

Lately  Taylor  has  also  been  dipping 
his  toes  into  CBS's  broadcast  policy, 
once  the  preserve  of  Frank  Stanton 
and  later  of  broadcasting  head 
Schneider.  Taylor  apparently  sold 
Paley  and  then  the  industry  on  the 
so-called  7  p.m.  to  9  p.m.  "family 
time"  (which,  according  to  one  wag, 
means  that  from  now  on  no  one  will 
get  shot  on  "Kojak"  until  the  second 
half -hour,  from  9  to  9:30).  Actual- 
ly, it  is  a  commitment  on  the  part  of 
the  TV  industry  to  show  material  more 
suited  to  young  audiences. 

Overall,      Taylor     has     performed 
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The  Paley  style  is  reflected  by  his  "best-dressed"  wife  and  his  "best-dressed" 
building.  Perfectionism  is  a  corporate  neurosis.  Christmas  tree  lighting 
was  checked  in  June,  and  a  former  executive  recalls  moving  his  ashtray  from 
his  desk  to  another  table:  "The  next  day,  by  God,  it  was  back." 


magnificently,  especially  considering 
the  strains  of  CBS.  About  the  only 
criticism  of  him  has  come  from  some 
Wall  Street  analysts,  who  resent  his 
terse  and  sometimes  ridiculing  re- 
sponses to  their  questions.  Some  call 
him  "pompous"  and  "self-important." 
Others  claim  that  he  is  managing 
CBS's  earnings  by  squirreling  away  at 
least  $20  million  in  'rainy  day"  re- 
serves, which  would  be  almost  impos- 
sible for  an  outsider  to  spot. 

Nearly  everyone  agrees  that  Taylor 
has  restored  to  CBS  the  managerial 
spit  and  polish  that  Bill  Paley  so 
much  admires.  But  it  is  also  true  that 
Taylor's  severest  tests  lie  ahead.  He 
must  now  turn  his  attention  to  two 
potential  dangers  at  the  very  heart  of 
the  company— the  record  group  and 
non-network  local  news. 

At  first  glance,  the  record  group 
doesn't  look  like  trouble.  It  has  a  long 
history  of  success,  dating  from  the 
Thirties,  when  Paley  realized  that 
radio  had  created  a  taste  for  music 
that  would  be  unfulfilled  once  the 
radio  networks  shifted  from  music  to 
drama,  news  and  variety  programs,  as 
they  had  begun  to  do.  So  he  bought 
a  down-and-out  record  company,  the 
American  Record  Corp.,  in  1938.  It 
owned  the  Columbia  label  and  had  a 
huge  catalog.  As  radio  began  play- 
ing less  music,  the  record  business 
revived  and  CBS  was  positioned  to 
exploit  the  demand. 

Shortly  after  that  breakthrough, 
Paley  cut  the  price  of  his  78  rpm 
records  from  $2  to  $1.  Competitors 
howled.  As  Paley  recalls  it:  "RCA  .  .  . 
wanted  to  massacre  me.  A  year  later, 
I  think  they  wanted  to  build  me  a 
monument,  because  sales  went  up  20 
times.  Oh,  it  just  went  wild."  Then,  in 


the  late  Forties,  CBS  Laboratories 
came  up  with  an  unbreakable  33/3  rpm 
long-playing  record  that  supplanted 
the  old,  fragile  78  and  put  CBS  on 
top  for  good. 

The  success  continued  in  the  Fif- 
ties and  Sixties,  as  the  record  group 
made  a  remarkable  transition  from 
show  tunes  and  "middle-of-the-road" 
artists  like  Mitch  Miller  and  Ray  Con- 
niff  to  rockers  like  Janis  Joplin,  Chica- 
go and  Sly  and  the  Family  Stone.  The 
shift  was  expensive— CBS's  Clive  Da- 
vis bid  up  to  $1  million  an  album  to 
sign  some  rock  acts— but  it  worked.  By 
the  early  Seventies,  though  domes- 
tic profits  were  leveling,  the  record 
group  commanded  22%  of  the  market 
and  was  CBS's  No.  One  nonbroad- 
cast  profit-maker  at  over  $40  million 
a  year  before  taxes.  "The  zoo,"  as 
uncomfortable  CBS  executives  called 
the  shaggy-haired  division,  at  least 
looked  good  at  the  bottom  line. 

Then  in  early  1973  scandal  erupted. 
One  of  Davis'  trusted  aides  was  called 
before  a  grand  jury  investigating  drug 
trafficking  and  music  payola— called 
"drugola"  in  newspaper  headlines.  A 
stunned  Taylor,  then  brand-new  to 
CBS  and  the  ways  of  the  entertain- 
ment world,  called  Davis  in  and  de- 
manded the  whole  story.  But  what- 
ever Davis  told  him  didn't  satisfy  him 
for  long. 

A  couple  of  weeks  later  Taylor  again 
summoned  Davis— a  CBS  board  mem- 
ber earning  $259,000  a  year— and 
fired  him.  On  his  way  out  of  Taylor's 
office,  CBS  security  guards  served 
him  with  a  civil  suit  charging  him 
with  spending  $94,000  of  CBS  money 
("plus  additional  sums"  says  Taylor) 
for  his  own  use,  including  a  recent 
$20,000  bar  mitzvah  for  his  son. 


Though  the  CBS-Davis  suit  is  still 
pending,  the  "big"  drugola  investiga- 
tion is  very  quiet.  Davis  is  now  head 
of  Arista  Records,  a  subsidiary  of  Co- 
lumbia Pictures. 

Meanwhile,  CBS's  record  group 
has  been  living  off  its  past,  under  the 
makeshift  leadership  of  Davis'  smart 
but  aging  mentor,  Goddard  Lieber- 
son  (age  64),  and  a  former  CBS-TV 
^programming  executive.  The  group  is 
still  the  world's  largest  record  com- 
pany, and  its  international  division, 
built  by  Lieberson  himself  in  the  early 
Sixties,  is  CBS's  fastest-growing  divi- 
sion, at  over  30%  a  year.  Still,  partly 
because  of  expanded  reserves,  record 
earnings  declined  6%  in  1974  for  the 
second  straight  year  of  lower  earn- 
ings, even  though  sales  increased  20%. 

So  far,  Lieberson,  the  so-called 
"grandfather  of  the  recording  indus- 
try" who  ran  the  division  brilliantly 
from  1956  to  1966,  has  concentrated 
on  cutting  costs.  From  all  reports,  the 
division  needed  that.  "There  was  a 
little  too  much  Louis  Quatorze  going 
on,"  says  the  urbane  Lieberson,  add- 
ing, "We  had  the  best  first  quarter 
in  our  history.  I  don't  know  why.  .  .  . 
Perhaps  because  records  provide  a 
cheap  source  of  entertainment." 

However,  since  replacing  Davis, 
Lieberson  has  signed  or  created  few 
major  rock  artists,  with  the  notable 
exception  of  the  recapturing  of  living 
legend  Bob  Dylan  for  an  astronomical 
sum.  New  artists  mean  new  sales. 
Without  them,  sooner  or  later  a  record 
label  slips  into  decline. 

To  his  credit,  Taylor  seems  well 
aware  of  the  potential  danger.  Seated 
behind  his  huge  office  desk,  Taylor 
noted  that  Lieberson  was  only  a  year 
away  from  mandatory  retirement  and 
added:  "By  the  end  of  this  year, 
there'll  be  a  new  structure  there." 
Taylor  won't  say,  but  one  possible 
candidate  is  Warner  Communications' 
disgruntled  whiz  kid,  31-year-old  Da- 
vid Geffen.  (Says  Geffen:  "I  can't 
comment  on  that."| 

A  Message  For  Patty 

The  problem  with  CBS's  local  news 
is  more  shadowy,  but  no  less  danger- 
ous. The  news  ratings  of  three  of 
CBS's  five  owned  and  operated  TV 
stations  have  been  slipping  for  around 
a  year.  Some  insiders  blame  "sales- 
men" and  "accountants"  who  are  dic- 
tating news  policies,  and  all  tend  to 
decry  a  new  "schlockiness."  (For  in 
stance,  the  news  switchboard  for 
CBS's  Los  Angeles  station  is  shut  down 
at  8  p.m.;  if  Patty  Hearst  tried  to 
turn  herself  in  to  the  station,  .i  n 
cording  would  tell  her  to  call  back 
in  the  morning.) 

Whatever  the  cause,  the  ratings  de- 
cline could  eventually  be  reflected  al 
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Let  the  buyer  beware 
...of  the  seller  who  "buys'.' 


"Buying"  business  with  a  low  price  is  not 
uncommon  —  even  in  times  like  these 
when  realistic  pricing  would  seem  to  be 
the  order  of  the  day  for  all  sellers. 

How  does  a  business  insurance  buyer 
know  —  and  why  should  he  care  —  if  his 
business  is  being  "bought"? 

Let's  say  he's  asked  for  five  competitive 
proposals.  Four  are  fairly  close  in  price; 
the  fifth  is  drastically  lower.  If  all  the  insur- 
ance companies  had  the  same  underwrit- 
ing information,  chances  are  that  the  low 
bidder  is  "buying,"  not  selling. 

What  happens  after  the  sale? 

Any  insurer  can  tempt  a  buyer,  with  a  low 
price  to  get  his  business.  But  it's  what  he's 
going  to  do  after  he  gets  the  business  that 
should  be  the  buyer's  first  consideration. 
If  the  insurer  can't  show  the  buyer  how  he 
will  work  with  him  to  reduce  losses,  he  is 
simply  selling  "hope,"  not  performance. 
And,  later,  when  the  premiums  prove  to  be 
too  little  to  pay  the  losses,  you  can  bet  that 


the  low  bidder  will  be  back  for  increases. 
Or  drop  the  business. 

We  want  partners,  not  just  policyholders. 

True  value  in  business  insurance  is  deter- 
mined by  ultimate  cost,  not  the  go-in  price. 
Savings  require  a  buyer  who  is  willing  to 
make  a  serious  commitment  to  loss  con- 
trol —  and  an  insurance  company  with  the 
expertise  and  service  personnel  to  help 
him.  That  is  a  partnership. 

Our  prices  will  always  be  fair  —  and  com- 
petitive with  other  realistic  prices.  But  we 
will  not  reduce  the  quality  of  our  loss  con- 
trol services  to  "buy"  business. 

If  you  want  an  effective  partner  in  an  all- 
out  effort  to  hold  down  your  losses  and 
costs,  we  invite  you  to  join  us.  We're  the 
people  who  know  business  insurance  like 
nobody  else  in  the  business. 


'    C.  F.  Schlueter 


PRESIDENT 


EMPLOYERS  INSURANCE  OF  WAUSAU  Wausau,  Wisconsin 


CBS's  bottom  line.  Thai  s  because  ad- 
vertising  attracted  by  the  local  news 
operation  accounts  tor  about  40%  of 
the  huge  profits  the  owned  and  op- 
erated si  make  for  CBS.  The 
company's  biggc  l,  WCBS-TV 
in  N.  ortedly  provides 
in  pretax  profits 
:  revenues— or  rough- 
BS  Inc.'s  earnings.  But 
both  the  6  p.m.  and  11  p.m.  week- 
night  news  shows  are  now  No.  Two  in 
the  ratings  and  slipping  further  be- 
hind NBC,  which  is  pouring  money 
Into  its  new  "Newscenter-4"  format. 

"Yes,  we're  worried,"  Taylor  con- 
cedes, but  he  adds  a  quick  rhetorical 
ion:  "Have  we  been  able  in 
the  past  to  take  corrective  action?  The 
answer  is:  Yes."  Following  the  Paley 
approach,  Taylor  won't  throw  money 
at  the  ratings  slump;  he'll  put  pres- 
sure on  those  responsible.  It  is  safe  to 
assume  that  if  need  be,  heads  will  roll. 

Where  will  CBS  go  from  here?  Is 


there  more  growth  in  TV  for  CBS? 
Or  is  that  business,  already  ripened, 
now  about  to  rot?  "That's  tommyrot," 
snaps  Taylor.  "If  you  weren't  Forbes, 
I'd  say  something  stronger."  He  points 
out  that  TV  gets  only  25  cents  of  each 
advertising  dollar:  "We're  underpaid 
and  undervalued."  Taylor  says  the 
time  will  come  when  TV  will  com- 
mand the  same  advertising  rates  as 
magazines.  Under  that  ratio,  TV  ad 
rates  would  roughly  quadruple. 

While  awaiting  that  eventuality, 
CBS  is  also  sitting  on  $200  million  in 
cash,  and  a  cash  flow  that  now  exceeds 
$100  million  annually,  that  could  be 
spent  on  a  major  acquisition.  Taylor 
is  in  no  hurry  to  spend  it.  "We'll  add 
chunks  to  our  existing  groups,"  says 
Taylor,  who  notes  in  passing  that 
CBS  has  looked  at  every  big  acqui- 
sition candidate  in  the  last  year  or  so. 
"We  don't  feel  the  need  to  go  to  the 
deck  to  draw  a  new  card.  We  feel 
very  happy  with  .  .  .  [what]  we  have." 


Taylor  is  right  to  be  cautious:  With 
its  terrible  record  at  diversification, 
CBS  doesn't  need  any  more  mistakes. 
Nor  does  Taylor:  Analysts  believe 
that  Taylor  told  Paley  that  he  would 
resign  if  Paley  vetoed  a  major  acquisi- 
tion that  Taylor  recommended.  Which 
means,  of  course,  that  Taylor  will  be 
putting  his  job  and  his  future  on  the 
line  when  he  finally  does  propose  a 
Sizable  diversification  for  CBS. 

The  robust  Paley,  who  looks  50  and 
acts  40,  is  anxiously  awaiting  his  50th 
anniversary  as  chief  executive— in  1978 
at  age  77.  "His  father  lived  to  be  95; 
so  will  Bill,"  says  a  former  executive. 

Taylor  seems  to  understand  his  role 
perfectly.  "My  job,"  he  says,  "is  to 
accept  the  very  best  qualities  of  CBS 
and  augment  them."  That  is,  he  must 
function  as  Bill  Paley 's  drill  sergeant, 
his  executive  officer.  The  reward,  if 
he  lasts  the  course,  will  be  the  top 
job  at  one  of  the  nation's  most  glamor- 
ous companies.   ■ 


Scrap  Is  Beautiful 

What  do  you  mean,  junk?  To  Commercial  Metals, 
a  rusty  auto  body  looks  like  Sophia  Loren. 


If  you  doubt  the  above,  wander 
down  to  Dallas  and  ask  the  shirt- 
sleeved  crew  that  runs  Commercial 
Metals  Co.  CMC  is  one  of  the  three 
largest  scrap,  or  secondary  metals, 
processors  in  the  U.S.  It  takes  scrap 
from  junkyards  and  individuals,  cleans, 
separates  and  prepares  it,  then  ships 
it  to  primary  metals  processors. 

In  its  fiscal  1974,  ended  last  Aug. 
31,  CMC's  sales  nearly  doubled,  to 
$643  million,  while  earnings  almost 
quadrupled,  to  $19.1  million.  Its  re- 
turn on  equity— a  ravishing  60%. 

Of  course,  CMC  couldn't  lose  last 
year  with  ferrous  scrap  prices  as  high 
as  $100  a  ton.  "We  lived  for  years 
with  those  prices  at  $35,  $40  and  $45 
a  ton,"  says  President  Charles  W. 
Merritt,  59.  At  times  copper  scrap,  up 
to  $1.30,  sold  higher  than  the  metal. 

Fiscal  1975's  first  half  was  in  the 
same  vein,  earnings  up  significantly. 
But  right  now,  with  copper  scrap  un- 
der 50  cents  and  the  steel  industry 
slowing  down,  the  second  half  will 
be  off.  But  a  60%  return  on  equity 
like  CMC's  gives  you  some  cushion. 

The  company  is  the  creation  of  a 
tall,  hyperactive  man  named  Jacob 
Feldman.  Since  suffering  a  coronary 
four  years  ago,  Feldman  has  left  the 
running  of  the  company  largely  to 
Charlie  Merritt.  But  the  company  still 
bears  Feldman's  stamp.  It  was  a  small- 


ish family  business,  with  a  single  plant 
and  a  handful  of  main-office  em- 
ployees when  Jake  Feldman  joined  his 
father's  business  during  the  Depres- 
sion; Charlie  Merritt  first  came  to  work 
as  a  stenographer  in  1937  at  $60  a 
month.  "We  didn't  think  much  about 
expansion  in  those  days,"  recalls  Mer- 
ritt, a  big,  slow-talking  man.  "We 
thought  mostly  about  just  hanging  on." 
World  War  II  changed  all  that. 
CMC's  foreign  scrap  sales  expanded 
to  the  point  where  it  opened  new 
offices.  It  began  trading  in  others' 
scrap,  and  then  other  products  like  steel 
and  copper.  Today,  half  of  CMC's 
business  is  done  outside  the  U.S.  Be- 
cently  a  CMC  delegation  was  in  Mos- 
cow trying  to  generate  trade. 

Steel  And  Corn 

With  the  scrap  business  booming, 
Feldman  decided  to  branch  into  man- 
ufacturing, using  his  own  scrap.  In 
the  Sixties  he  acquired  a  small  steel 
manufacturer  and  a  copper  fabricator; 
later  he  started  another  ministeel  mill. 

With  the  first  of  its  steel  mills, 
Structural  Metals  Inc.,  acquired  be- 
tween 1963  and  1969,  CMC  got  Mar- 
vin Selig,  who  will  be  chief  executive 
when  Merritt  steps  down  in  four 
years.  Selig  is  an  impatient,  restless 
mai  like  Feldman  than  like  the 

conservative,    quiet    Merritt.    "I    had 


dreamed  for  years  about  building  a 
steel  mill,"  the  bushy-haired  Selig 
told  Forbes.  In  1947  he  went  to  Se- 
guin,  Tex.  to  fulfill  that  dream,  with 
a  "tool  box  and  a  bag  of  books,"  plus 
7  years'  experience  as  a  machinist  in 
the  steel  industry  and  an  engineering 
degree  earned  at  night.  Selig  found 
1.5  acres  of  cornpatch,  raised  $80,000, 
partly  from  a  friendly  local  banker. 
By  1949,  Selig  had  his  steel  mill.  In 
1968  CMC  bought  him  out  for  stock, 
and  Selig  now  owns  10%  of  CMC 
(the  Feldman  family  has  36%). 

Selig  will  inherit  a  vastly  different 
company  than  Feldman  or  Merritt 
did.  For  one  thing,  scrap  has  a  better 
future.  As  the  cost  of  ores,  cokes  and 
the  energy  to  transform  them  into 
pure  metals  escalates,  scrap  gets  more 
attractive.  Metal  companies  are  using 
ever  higher  percentages  of  scrap  to 
make  finished  metals,  and  the  trend 
will  continue  as  ores  become  lower  in 
grade  and  processing  costs  higher. 

Selig  is  already  pushing  CMC  scrap 
into  new  areas  and  into  new  metals, 
expanding  its  trading  into  commodi- 
ties like  coal.  He  is  cautious  because 
he  knows  the  competition  is  rough 
against  such  multibillion-dollar  com- 
petitors as  Engelhard's  Philipp  Bros. 
(Forbes,  Mar.  1)  in  metal  trading 
or  Ogden's  Luria  Bros,  in  scrap.  Nev- 
ertheless, these  are  high-class  worries, 
not  the  kind  CMC  once  faced.  As 
Charlie  Merritt  puts  it:  "Time  was,  in 
a  bad  year,  we  would  have  fallen  off 
the  table."  There's  no  danger  of  this 
in  1975:  Even  if  CMC  does  only  half 
as  well  in  the  second  half  as  it  did 
last  year,  it  would  still  make  about 
25%  on  equity.   ■ 
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The  Money  Men 


Close  The  Doors, 

They're  Coming  In  The  Window 


Jack  F.  Bennett,  Under  Secretary 
of  the  Treasury  for  Monetary  Affairs 
since  July  1974,  rushed  back  to  his 
office  for  his  interview  last  month 
with  a  Forbes  reporter.  Bennett  was 
late,  but  he  had  a  better  reason  than 
most:  He  has  been  a  beleaguered  man 
in  recent  months. 

Only  the  day  before,  Bennett,  now 
51,  had  met  for  several  hours  with 
the  mayor  of  New  York's  financial 
representatives.  They  made  a  desper- 
ate plea  for  assistance— to  bail  them 
out  of  a  liquidity  crisis. 

That  morning  Bennett  was  run- 
ning around  the  Administration  tot- 
ing up  the  full  cost  of  the  then-just- 
passed  tax  refund.  In  his  hand  was  a 
piece  of  paper.  It  was,  he  explained, 
"an  additional  shopping  list  of  pro- 
grams that,  if  enacted,  would  add 
billions  to  the  budget.  Every  com- 
mittee on  the  Hill  has  spending  plans: 
health,  unemployment,  farm,  Medi- 
care, postal  service.  Before  any  of 
these  proposals  become  law,  some- 
thing like  a  $90-billion  deficit  was  al- 
ready in  prospect.  Add  in  these  new 
programs  and  it's  almost  open-ended. 
I  don't  even  know  where  to  begin  to 
draw  the  line." 

Bennett  sat  wearily  as  we  asked 
how  it  felt  to  be  the  world's  biggest 
borrower. 

"I  used  to  be  the  largest  borrower 
in  the  United  Kingdom  when  I  was 
treasurer  at  Esso  Petroleum  there  in 
the  early  Sixties.  We'd  get  up  to 
Belgium,  the  Netherlands,  Switzer- 
land and  Germany  to  roll  over  Trea- 
sury bills  and  other  short-term  instru- 
ments to  raise  cash.  The  financing  we 
are  doing  today  reminds  me  of  the 
scrambling  I  used  ta  do  then." 

It  wasn't  supposed  to  be  that  way 
in  Washington.  What  was  regarded 
only  a  "Couple  of  years  ago  as  a  man- 
ageable, impressively  titled  but  hard- 
ly back-breaking  job  begins  to  look 
like  a  labor  of  Hercules.  Now  the 
Government  must  scramble  like  com- 
panies and  individuals. 

Of  course,  the  Government  is  the 
prime  credit  risk.  It  can  always  sell 
its  securifies.  Bennett's  trouble  is  that 
in  the  current  market  no  matter  what 
he  does  he  hurts  some  other  group 
that  also  needs  money;  thus  the  Trea- 
sury's sale  of  $1.25  billion  long-term 
bonds  in  March  clobbered  the  cor- 
porate bond  market  for  a  few  days. 


"It  was  unfortunate  that  some  syndi- 
cates got  stuck  with  unsold  corpo- 
rates,"  he  says.  "But  so  far  the  con- 
gestion hasn't  been  that  bad.  What 
we  are  really  worried  about  is  the 
next  fiscal  year.  If  we  collide  with  a 
rising  economy's  borrowing  needs.  .  .  . 
"The  Secretary  [Bennett's  boss, 
Treasury  Secretary  William  Simon]  is 
concerned  about  what  would  happen 
to  the  corporate  market  if  we  keep 
issuing  longer  maturities,"  Bennett 
goes  on.  So  why  doesn't  he  simply 
sell  short-term  securities?  That's  the 
nub  of  Bennett's  problem.  The  mas- 
sive U.S.  debt,  now  almost  $500  bil- 
lion, has  grown  steadily  shorter  in  av- 
erage maturity,  with  the  marketable 
portion  ($285  billion)  averaging 
around  two  years  nine  months.  A  mere 
decade  ago  it  averaged  five  years  four 
months.  The  Treasury,  like  a  host  of 
corporations  and  municipalities,  has 
relied  heavily  for  years  on  short-term 
borrowing.  Now  it  can't  go  short 
much  longer  without  driving  short- 
term  rates  up.  That  would  clobber 
the  S&Ls  and  send  the  prime  rate 
soaring  again.  Right  now  Bennett 
faces  having  to  finance  some  $80  bil- 
lion or  more  in  new  debt  within  a 
year.  He's  damned  if  he  goes  short. 
And  he's  damned  if  he  goes  long. 

Size  Factor 

Bennett  ascribes  part  of  the  prob- 
lem—that is,  a  crowded  bond  market 
despite  the  slackening  economy— to 
the  fact  that  corporations  may  be  dis- 
counting prospective  government  bor- 
rowing. "Corporations  don't  want  to 
be  caught  in  a  squeeze  later,"  he  says. 
"They  figure  they  had  better  get  in 
now.  To  some  extent,  that  takes  the 
pressure  off  later." 

But  Bennett  also  realizes  how  pale 
that  hope  is:  Given  inflation,  the  cor- 
porate liquidity  bind  shows  little  pros- 
pect of  getting  better  fast.  So  it's  a 
long  queue  at  the  money  market.  "We 
alone,"  says  Bennett,  speaking  of  the 
Government,  "will  borrow  more  than 
the  entire  market  borrowed  last  year. 
We've  got  to  take  all  the  traditional 
sources  plus  some  new  ones,  and  then 
hope  there  is  some  left  over  for  other 
borrowers." 

To  the  extent  that  the  money 
market  can't  handle  the  demand,  the 
Federal  Reserve  System  will  have  to 
increase  the  money  supply  and  even- 


Treasury  Under  Secretary  Bennett 

tually  inflation.  That's  one  reason  why 
Bennett  is  spending  a  good  deal  of 
his  time  these  days  convincing  insti- 
tutions and  governments  to  invest  in 
U.S.  securities,  particularly  members 
of  the  Organization  of  Petroleum  Ex- 
porting Countries.  A  few  billion  petro- 
dollars would  come  in  mighty  handy. 

One  of  Bennett's  announced  goals 
is  to  regularize  and  simplify  the  man- 
agement of  the  public  debt.  "What 
you  want  to  have  is  a  simple,  con- 
centrated number  of  issues  big 
enough  to  be  tradable  and  have  them 
mature  at  regular  intervals.  What  we 
have  been  doing  is  to  regularize  our 
longer  issues  and  keep  our  flexibility 
in  the  shorter  T-bill  area.  I  hope  the 
market  appreciates  our  attempts  to 
project  ahead  as  best  we  can." 

The  market,  to  put  it  kindly,  thinks 
the  Treasury  has  a  long  way  to  go 
to  achieve  its  goal.  But  the  Treasury 
does  have  some  special  difficulties  in 
managing  its  maturity  mix:  It  faces, 
besides  its  debt  ceiling,  an  interest 
rate  ceiling  on  longer  term  issues. 
That  nifty  little  limitation  became 
law  back  in  the  early  1900s  when 
Congress  reserved  to  itself  the  right 
to  authorize  all  bond  issues.  In  the 
last  four  years  the  Treasury  got  the 
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The  Money  Men 


right  to  raise  the  i  eilin  it   $10 

billion  could  be  issued  '■  going  rates. 
Hut  all  excepl  S3  billion  of  that  has 
been  used  up. 

"I  exp<  ct  that  when  we  go  to  Con- 
gress  in  May,  we  will  a.sk  for  authori- 
ty to  issue  more,"  says  Bennett.  He 
also  expects  to  ask  Congress  for  great- 
ite  flexibility  on  savings  bonds; 
sour'  $64  billion  is  now  outstanding; 
the  public  bought  $3  billion  net  last 
and  Bennett  hopes  to  sell  at 
least  as  much  this  year. 


Beyond  the  current  crisis,  there 
are  crises  and  crises.  In  1976  and/ 
or  1977,  hundreds  of  billions  in  debt 
have  to  be  rolled  over,  and  close  to 
$100  billion  more  in  deficits  financed. 
Beyond  that  looms  a  Social  Security 
crunch.  The  Social  Security  Trust 
Funds  are  now  in  a  fairly  balanced 
condition.  But  starting  in  the  mid- 
1980s,  on  current  actuarial  assump- 
tions, the  funds  will  face  deficits  run- 
ning $10  billion  to  $20  billion  a  year. 

Over   Bennett's   desk  hangs   a  por- 


trait of  Jay  Cooke,  the  Philadelphia 
banker  whom  the  U.S.  called  upon 
during  the  Civil  War  to  help  finance 
the  Government's  war  bond  sales  to 
the  public.  Impossible,  some  said.  But 
Cooke  managed  the  trick.  Perhaps 
Jack  Bennett  can  too. 

Jack  Bennett  excused  himself,  cut- 
ting short  the  promised  interview. 
He  had  to  run  off  to  another  meet- 
ing to  discuss  what  to  do  about  the 
Treasury's  steadily  mounting  finan- 
cial gap. . . .   ■ 


A  Piece  Of  The  Action 

The  recent  federal  tax  bill  contains  a 

little-noticed  provision  that  is  intended  to  give  another 

boost  to  wider  ownership  of  American  business. 


If  not  dead,  the  profit-sharing  plan 
has  certainly  lost  most  of  its  sex  ap- 
peal. What  does  it  benefit  an  execu- 
tive or  an  employee  to  share  profits 
when  profits  are  falling  through  the 
floor?  And  what  does  such  a  plan  pro- 
vide in  the  way  of  employee  motiva- 
tion, when  the  market  value  of  the 
plan's  stock  portfolio  goes  down  or 
sideways— as  most  portfolios  have 
done  in  recent  years? 

Enter  the  ESOP— the  employee 
stock  ownership  plan,  originally  con- 
ceived by  San  Francisco  lawyer-econ- 
omist Louis  Kelso.  An  ESOP  is  a 
means  of  allocating  stock  to  all  em- 
ployees without  being  dependent  on  a 
rising  stock  market.  It  is  useful  for  a 
company  that  believes  its  stock  is  un- 
dervalued. It  is  especially  useful  as  a 
financing  tool  for  companies  without 
a  marketable  equity. 

Senator  Russell  Long  (Dem.,  La.), 
chairman  of  the  Senate  Finance  Com- 
mittee, is  a  strong  believer  in  ESOPs. 
Long  saw  to  it  that  the  recent  tax 
refund  bill  contained  a  provision  for 
encouraging  them.  The  bill  provides 
an  extra  1%  on  top  of  the  new  10%  in- 
vestment tax  credit  for  companies 
which  agree  to  put  that  additional  tax 
saving  into  a  special  ESOP  fund. 

The  money  is  then  used  to  buy 
company  stock  either  on  the  open  mar- 
ket or  directly  from  the  corporate 
treasury  at  book  value  or  according 
to  some  predetermined  standard.  The 
stock  is  then  vested  among  employees 
and  executives  according  to  the  com- 
pany's salary-based  formula. 

The  money— from  pretax,  not  after- 
tax earnings— first  goes  into  a  trust, 
which    may    buy    stock    as    it    accu- 


mulates funds.  Or  it  may  borrow 
money  on  the  strength  of  a  company's 
commitment  and  use  the  borrowed 
money  to  buy  stock  in  a  big  chunk. 
Repayment  would  be  made  from  the 
company's  contributions  and  divi- 
dends. In  this  way,  a  smaller  or  re- 
gional company  could  raise  fresh 
equity  capital  that  might  be  unob- 
tainable on  the  open  market.  Or  the 
trust  could  contract  to  buy  the  hold- 
ings of  large  inside  shareholders,  en- 
abling them  to  cash  in  their  chips  and 
plan  their  estates.  And  it  could  spread 
the  shares  to  all  employees  offering  a 
bigger  stake  in  the  company's  future. 
After  retirement,  the  employee  can 
keep  his  stock,  sell  it  back  to  the 
trust— if  such  repurchase  arrangement 
has  been  made— or  perhaps  sell  it  on 
the  open  market. 

Motivation 

Most  ESOPs  have  been  set  up  by 
smaller  or  regional  companies.  How- 
ever, Gamble-Skogmo,  the  $1.5-bil- 
lion  sales,  Big  Board-listed  Minne- 
apolis-based retailer,  just  joined  the 
ranks.  Long  a  believer  in  the  employ- 
ee-as-stockholder  idea,  Gamble  ad- 
vanced to  the  fund  trustee  over  $1 
million  to  buy  its  own  stock  at  what  it 
regarded  as  a  depressed  price:  four 
times  earnings  and  58%  of  book  value. 
"This  way  we  are  ensuring,"  says  Vice 
Chairman  Louis  E.  Dolan,  "that  the 
employees  will  benefit  from  the  even- 
tual stock  upturn." 

More  typical  in  size  is  $5.5-million 
sales  Infant  Specialty  Co.  of  San  Fran- 
cisco, a  small  division  that  Gerber 
Products  wanted  to  sell  off  a  year  ago. 
The  logical  buyer  turned  out  to  be 


the  employees,  who  set  up  an  ESOP 
to  pay  Gerber  off.  Infant  Specialty 
President  John  Carter  figures  his  com- 
pany runs  on  too  narrow  margins  to 
be  a  good  investment  for  the  public. 

"It  would  be  stupid  to  sell  stock  in 
this  company  to  a  little  old  lady  in 
Pasadena  who  doesn't  know  a  damn 
about  it,"  he  says.  "Any  intelligent  in- 
vestor making  an  investment  in  a 
small  company  should  have  as  a 
primary  requirement  that  the  people 
who  run  the  business  have  a  sub- 
stantial stake  in  it." 

Securities  firms  constitute  another 
area  where  ESOPs  have  been  com- 
mon: Firms  like  Robinson-Humphrey 
in  Atlanta,  Sutro  in  California,  Piper, 
Jaffray  &  Hopwood  in  Minneapolis 
and  Oppenheimer  in  New  York  either 
have  taken  or  are  seriously  consider- 
ing taking  the  plunge.  What's  the  at- 
traction? For  one  thing,  it  has  been 
some  time  since  there  were  many  peo- 
ple interested  in  buying  stock  in  a 
securities  firm,  what  with  the  shares 
of  existing  firms  often  selling  below 
book  value.  With  an  ESOP,  the  firm 
need  not  deplete  its  capital  everytime 
a  stockholding  executive  wants  to 
leave;  the  trust  can  buy  the  shares 
and  transfer  them  to  other  employees. 

One  of  the  great  things  that  ESOPs 
have  going  for  them  is  that  they  are 
such  a  natural  from  a  political  view- 
point: Who  in  populist  Washington, 
whether  liberal  or  conservative,  would 
knock  the  idea  of  spreading  corporate 
ownership?  Senator  Long,  for  one, 
may  introduce  in  the  Senate  this  year 
a  bill  already  before  the  House  that 
would  further  improve  the  tax  treat- 
ment of  ESOPs:  "We'll  get  some  of  it 
passed  their  year,"  he  promises.  "Well 
be  doing  things  that  will  make  them 
[ESOPs]  more  attractive,  and  in  some 
cases  we'll  be  requiring  it." 

He's  talking  about  a  company  like 
Lockheed:    If    it    needs    government 
help  to  save  itself,  then  it  should  also 
have  an  ESOP  to  give  the  employ 
an  interest  in  the  outcome,   ■ 
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Interstate 

Long  Distance  rates 

have  just  changed. 

Although  most  rates  have  increased,  if  you 
know  your  dial-direct  discounts,  you  can  have 
more  control  over  your  Long  Distance  costs. 

Now...take  advantage  of  our  new 
one-minute  dial-direct  specials. 


or  less  for 
night  and 
weekend 
callers. 

/Additional  minutes     \ 

\  only  16$  each,  or  less./ 

Dial  direct  coast-to-coast  from  your 
home  or  office  any  night  after  11  p.m. 
and  any  time  weekends  except 
Sunday  evening  (5-11  p.m.).The  first 
minute  is  22C,  each  additional 
minute  only  16$.  Lower  rates        -  . 


or  less  for 

evening 

callers. 

/Additional  minutes      \ 

\ only  26$  each,  or  less./ 

Dial  direct  coast-to-coast  from  your 
home  or  office  any  evening  Sunday 
thru  Friday,  between  5  and  11  p.m. 
The  first  minute  is  36C,  each 
additional  minute  only  26$. 
Lower  rates  apply  on  shorter 
distances. 


or  less  for 

daytime 

callers. 

/Additional  minutes      \ 

\  only  40$  each,  or  less./ 

Dial  direct  coast-to-coast  from  your 
home  or  office  any  weekday,  Monday 
thru  Friday,  8  a.m.  to  5  p.m. The  first 
minute  is  56C,  each  additional  minute 
only  40$.  Lower  rates  apply  on 
shorter  distances. 


apply  on  shorter  distances. 


L 


NEW  RATES  FOR  COAST-TO-COAST  INTERSTATE  CALLS 


DIAL-AND-SAVE  ONE  MINUTE  RATES 

FULL  RATE 

35%  DISCOUNT 

60%  DISCOUNT 

WEEKDAYS 

Monday-Friday 
8a.m.-5p.m. 

First  Minute 

56<? 

EVENINGS 

Sunday-Friday 
5p.m.-11p.m. 

First  Minute 

360 

NIGHTS  &  WEEKENDS 

Every  night  11  p.m.-8  a.m. 

Saturday  — 
day  and  night 

Sunday- 
day  and  night 
except  5  p.m.  to  11  p.m. 

First  Minute 

220 

Additional  minutes  cost  less  than  the  first  minute. 

Dial-direct  rates  apply,  on  all  interstate  calls  (excluding  Alaska)  completed  from  a  residence  or 
business  phone  without  operator  assistance. They  also  apply  on  calls  placed  with  an  operator  from 
a  residence  or  business  phone  where  dial-direct  facilities  are  not  available.  For  dial-direct  rates  to 
Hawaii,  check  your  operator.  Dial-direct  rates  do  not  apply  to  person-to-person,  coin,  hotel-guest, 
credit  card  or  collect  calls,  or  to  calls  charged  to  another  number,  because  an  operator  must  assist 
on  such  calls  Rates  quoted  do  not  include  tax. 


OPERATOR- 
ASSISTED 
THREE  MINUTE 
RATES 


STATION-TO-STATION 

Full  rates  apply 

at  all  times 
First  3  minutes 

$1.95 


PERSON-TO-PERSON 

Full  rates  apply 

at  all  times 
First  3  minutes 

$3.55 


Additional  minutes  same  as  dial 
rate.  Applicable  discounts  apply 
to  additional  minutes  during 
"Evening"  and  "Night  &  Weekend" 
periods. 


Cut  this  chart  out  and  put  it  in  your  phone  book. 


What  happened  to  sex  and  glamour  in  advertising? 
Hard  times,  that's  what. 


Remember  when  Campbell's  soup 
was  just  umm,  umm  good?  Well,  ac- 
cording to  the  company's  new  adver- 
tising, Campbell's  is  umm,  umm, 
cheap,  too.  The  ads  urge  homemak- 
ers  to  serve  soup  and  sandwich  sup- 
pers one  night  a  week,  and  go  on  to 
proclaim:  "Campbell's  in  the  cupboard 
is  like  money  in  the  bank!"  Apparent- 
ly, consumers  agree.  Since  the  cam- 
paign began  last  fall,  a  company  sur- 
vey shows  that  14%  more  Campbell's 
is  on  pantry  shelves  than  before. 

Or  consider  the  new  twist  Men- 
nen's  Skin  Bracer  has  given  to  its 
old  "cold  slap  in  the  face"  campaign. 
In  today's  ad,  a  woman  who  just 
bought  the  product  is  shown  counting 
her  change  in  a  supermarket.  She 
looks  up,  smiles  and  delivers  the  punch 
line:  "Thanks,  I  needed  that." 

Or  chew  on  the  Washington  Apple 
Commission's  ads  that  give  you  the 
opportunity  to  "bite  inflation"  by  buy- 
ing "thio  year's  crops  at  last  year's 
prices." 

What's  going  on  here?  Who  took 
the  sex  out  of  selling?  Is  the  Marl- 
boro Man  out  of  work,  too?  Has  the 
White  Owl  girl  gone  up  in  smoke? 

Not  quite,  but  they  have  been  up- 
staged by  a  new  hard  (times)  sell. 
Sensuality  has  been  replaced  by  the 
cents-off  sale;  these  days  a  product's 
price  is  more  glamorous  than  its  pack- 
aging. You  can  see  the  new  worrisome 
theme  everywhere. 

The  people  at  Newport  cigarettes 
had  been  selling  the  joys  of  smoking. 
When  the  recession  hit,  they  decided 
to  shift  gears  and  trumpet  the  joys  of 
being  broke:  "Think  of  the  positives. 
.  .  .  Being  broke  means  never  hav- 
ing to  say,  'I'll  pay.'  " 

Worried  about  losing  your  job?  The 
National  Bank  of  Commerce  in  Seattle 


shares  your  fears.  Its  ads,  featuring  a 
dejected,  out-of-work  executive,  urge 
a  regular  savings  program  to  guard 
yourself  against  imminent  unemploy- 
ment. Worried  about  the  stock  mar- 
ket? The  Securities  Industry  Associa- 
tion argues,  "There  haven't  been  such 
bargains  in  the  market  since  the  Civil 
War"  (which  is  akin  to  telling  a  man 
with  one  foot  how  lucky  he  is  be- 
cause now  he  only  has'  to  buy  one 
shoe).  Or  worried  about  feeding  your 
family  at  today's  prices?  Up  pops  the 
Kraftco  genie  with  a  tub  of  margarine 
—"one  miracle  that  really  helps."  (The 
"miracle"  is  the  only  cheap  thing 
about  margarine,  which  is  now  as 
costly  as  butter. ) 

USLIFE   Savings  &  Loan   Associa- 


tion pulls  no  punches  trying  to  scare 
people  into  saving  more.  The  ads  pre- 
sent elderly  men  and  women  whose 
retirement  and  social  security  pay- 
ments have  been  eroded  by  inflation. 
"I'm  glad  I  had  a  chance  to  do  this 
commercial,"  says  an  elderly  but  dis- 
tinguished gentleman  as  he  fights  back 
tears.  "I  needed  the  money."  The  ad 
supervisor,  Jay  Chiat  of  Los  Angeles' 
Chiat-Day,  admits  that  fear  is  part  of 
the  ads'  "creative  strategy."  But  he  is 
quick  to  add— with  a  straight  face- 
that  since  the  ads  say  there  is  some- 
thing you  can  do  to  protect  yourself 
(namely,  save  at  USLIFE),  it's  "a  very 
positive  kind  of  fear." 

Advertising  Age  reports  that  price 
and  value  are  the  new  marketing  buzz- 
words. Well,  everybody  may  be  talk- 
ing about  the  trend,  and  many  may 
be  putting  it  into  practice,  but  not 
all  are  happy  about  it.  For  example, 
Jerry  Delia  Femina,  head  of  Delia 
Femina,  Travisano  &  Partners  Inc.,  has 
to  laugh  when  he  thinks  about 
Chrysler's  new  poor-mouth  campaign. 
He  jokes:  "The  company  spent  $10 
million  to  say  they  were  having  a 
clearance."  And  George  Lois,  of  Lois, 
Holland  &  Callaway  Inc.,  decries  all 
the  negative  "collective  thinking."  He 
adds:  "You  don't  have  to  say  we're  in 
the  middle  of  a  depression,  scare  the 
crap  out  of  people  and  make  them 
wish  they  could  slit  their  throats.  I 
think  that  using  fear  as  a  motivation 
is  sick." 

Stan  Freberg,  the  comedian-turned- 
adman,  agrees.  Talking  about  hard 
times,  says  Freberg,  is  just  another 
form  of  "shock  in  the  living  room," 
like  those  old  graphic  displays  of  sto- 
mach acid  eating  away  your  stomach 
lining  or  blocked  and  throbbing  sinus 
cavities.  He  adds  that  it  is  (lie  same 
kind  of  scare  technique  those  boys 
used  "to  clean  up  selling  bomb  shel- 
ters during  the  Cuban  missile  crisis." 
Only  this  time  around  it  won't  work, 
says  Freberg:  "People  won't  bll)  a 
product  just  because  it's  cheap;  peo 
pie  have  to  want  to  buy  it  in  tin  fiisi 
place." 

There  is,  though,  one  thoroughly 
hopeful  note.  Delia  Femina  DOteS  COI 
rectly  that  advertising  is  often  about 
six  months  behind  economic  trends. 
"By  the  time  everyone  starts  changing 
their  appeal,"  he  says,  "we're  going  to 
be  back  in  a  boom  economy.  People 
are  feeling  better  already.  Jusl  when 
we   tell   them   to  economize,   they're 

going  to  want  to  spend  again."    ■ 
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Within  the  next  lSyears, 

America  may  have  to  pull  over 

and  fill  up  with  electricity. 


That's 
how  fast 
this  country  is 
running  out  of  gas.  And 
oil.  And  time. 

But  we're  not  running 
out  of  alternatives. 

Utilities  can  use  other 
fuels  to  generate 
electricity.  Then,  we  can 
use  electricity  to  do  many 
of  the  things  that  are  using 
up  gas  and  oil  today. 

America's 
energy-based  economy  is 
moving  to  an  Electric 
Economy  where  coal  and 
uranium  can  run 
just  about 
everything  that  runs. 

From  cars  and 
trucks  and  trains  to 
ovens  and 
furnaces  and 
factories. 

At  The  Southern 
Company  we're 
planning  the  trip. 


And  we 
know  our 
priorities. 
Today  more  than  80 
percent  of  The  Southern 
Company  system's  electric 
power  comes  from  coal. 
But  if  it's  too  dirty  for  the 
environment,  it's  no  good 
,  to  us.  That's  why,  with  the 
cooperation  of  America's 
entire  electric  utility 
industry,  we're  pioneering 
the  solvent  refining  of 
coal.  A  process  that 
removes  pollutants  from 
even  the  dirtiest  coal 
before  it's  burned  in  a 
power  plant. 
When  proven 


commercially  and 
financially  practical, 
solvent  refining  will 
provide  a  means  by 
which  this  country  can 
take  full  advantage  of  its 
most  abundant  energy 
resource  and  still  further 
assure  its  commitment  to 
clean  air. 

Also,  solvent  refining 
provides  a  consistent  fuel 
from  varying  grades  of 
coal.  This  can  ease  the 
problem  of  obtaining  an 
adequate  fuel  supply,  and 
that  will  help  us  all:  the 
producers  and  the  users  of 
electricity. 

Today,  we're  doing 
what  has  to  be  done  to  be 
ready  for  the  demands  of 
the  Electric  Economy. 
Before  they're  ready  for  us. 

The  Southern  Company: 
Alabama  Power  Company, 
Georgia  Power  Company 
Gulf  Power  Company, 
Mississippi  Power  Company, 
Southern  Services,  Inc. 

The 

Southern 

Company 

Perimeter  Center  East 
Atlanta,  Georgia  30346 


The  Spirit  of  '67 


IMC  hasn't  forgotten  what  happened  the  last  time. 


"I  r's  \  s<   >  isily  forget .  .  . 

i  us  who  went  through  it,"  says 
ard  A.  Lenon  of  Inter- 
rals  &  Chemical. 

He  looks  pensively  at  the  single 
bud  on  his  desk. 

1 1  s  an  old  scar  now,  the  devastat- 
ing fertilizer  glut  of  1967  to  1970, 
when  IMC's  earnings  sank  from  $25 
million  to  $3  million  on  sharply  high- 
er  volume— its  stock  from  43  to  6.  Most 
of  the  big  oil  companies  who  bulled 
their  way  into  the  market— as  a  means 
of  upgrading  their  cheap  natural  gas- 
are  out  now.  Burned,  they  have  de- 
cided  to   stick   to   the   energy   game. 

"No  one  can  say  that  what  oc- 
curred then  can  never  happen  again," 
Lenon  continues.  Never  is  a  long  time. 
Even  though  at  the  moment  things 
have  never  looked  rosier  at  IMC:  Last 
year  alone  aftertax  earnings  more  than 
doubled,  to  $57.4  million,  on  sales  of 
$858  million.  So  far  this  year  (IMC 
is  on  a  June  fiscal  year)  third-quarter 
earnings  are  up  240%,  on  a  71%  sales 
gain.  Management  says  the  full  year's 
earnings  could  hit  $9  to  $10  a  share 
—a  return  of  50%  on  equity. 

But  Lenon  is  keeping  a  low  profile. 
Gone  is  all  the  talk  of  feeding  the 
world's  starving  masses  that  Lenon's 
predecessor  Tom  Ware  used  to  pur- 
vey in  the  Sixties.  "I  don't  want  to 
be  dragged  into  a  discussion  of  world 
hunger,"  he  warns.  "Everyone  has  his 
own  judgments  on  that." 

Taking  Off 

What's  to  discuss?  The  facts  speak 
for  themselves.  There  has  been  a 
worldwide  fertilizer  shortage  of  major 
proportions  for  the  past  18  months. 
The  masses  have  been  starving  almost 
nightiy  on  the  TV  evening  news.  In- 
vestors who  watched  that  painful 
spectacle  and  then  called  their  broker, 
as  many  did,  have  been  rewarded 
handsomely.  In  a  brutal  bear  market, 
IMC  shares  have  risen  from  around 
15  in  mid- 1973  to  a  recent  47. 

Already,  however,  once-burned 
Wall  Street  analysts  are  hoisting  the 
warning  signals.  Shortages  in  phos- 
phate fertilizers  may  disappear  in  six 
months,  they  say;  in  ammonia  fertil- 
izers, perhaps  a  year  and  a  half. 

Lenon  nods  his  head  wearily.  It  is 
quite  possible  that  the  bonanza  is 
tailing  off. 

Take  the  export  market,  for  exam- 
ple. It  accounts  for  roughly  half  of 
IMC's  fertilizer  sales,  and  consider- 
ably more  than  half  of  its  fertilizer 
profits.    "Just    using    index   numbers," 


Lenon  of  International  Minerals  &  Chemical 


says  Lenon,  "we  sell  at  300  to  350 
in  the  export  market,  as  opposed  to 
200  to  225  domestic.  That's  why  this 
industry  was  the  first  taken  off  price 
control.  Because  you  had  tremendous 
distortions  as  between  what  you  got 
overseas  and  what  you  got  domes- 
tic. Now  that  won't  continue.  His- 
torically, the  export  price  is  always 
lower  than  the  domestic  price.  There 
are  already  some  signs  of  weakness  in 
export  prices." 

Won't  that  spell  trouble  for  the 
$90-million  concentrated  phosphate 
plant  IMC  has  coming  on  stream  in 
Florida?  After  all,  concentrated  phos- 
phate has  always  been  a  big  export 
item.  Lenon  shakes  his  head.  "We 
have  long-term  contracts  for  560,000 
tons— roughly  all  of  that  label,"  he 
says.  "As  a  matter  of  fact,  the  $90 
million  we  borrowed  to  build  it  is 
backed  by  those  contracts,  half  of 
which  are  domestic  and  half  foreign." 

That  was  one  of  the  lessons  learned 
from  1967,  he  goes  on.  "We've  tend- 
ed to  go  for  long-term  contracts  and 
not  to  make  large  commitments  in 
the  domestic  retail  business.  That's 
where  we  got  in  trouble  before. 
You've  got  a  short  selling  season,  so 
you're  building  up  inventories  for 
months,  tying  up  a  lot  of  cash.  And 
quite  long-term  receivables.  And  farm 
credit.  And  the  terrible  dilemma 
when  prices  are  not  attractive:  Do 
you  run?  Do  you  cut  back?  And  if 
you  do,  what  do  you  do  with  the 
product?  You  store  it.  We  were  fair- 
ly well  involved  in  all  that.  Now 
we're  fairly  well  wninvolved!" 

But  that  still  doesn't  protect 
IMC  from  overcapacity,  the  curse 
of   all   the   commodity   industries.  .  .  . 

No,  says  Lenon,  there's  been  a 
fundamental   change.   The   economics 


aren't  the  same  as  they  were  back 
in  1967.  "What's  different  today,"  he 
explains,  "is  that  the  natural  resources 
on  which  these  plants  are  built  are 
not  as  readily  available.  To  put  to- 
gether the  natural  gas  for  a  plant  and 
then  back  it  up  with  a  12-year  supply 
is  hard  to  do.  So  plants  just  aren't 
being  built  the  way  they  were  when 
the  oil  companies  were  trying  to  dis- 
pose of  gas  in  the  late  Sixties." 

And  if  there's  one  thing  fertilizer 
plants  need  a  lot  of,  it's  a  fuel  that  is 
very  hard  to  come  by:  natural  gas. 
An  IMC  affiliate's  planned  ammonia 
plant  in  Louisiana  will  fire  off  45  mil- 
lion cubic  feet  a  day. 

"Then  take  phosphate  rock,  our 
most  profitable  product,"  Lenon  con- 
tinues. "It's  very  difficult  today  to  find 
a  reserve.  You'd  need  100  million  tons, 
and  I  don't  know  where  you'd  find 
that— in  the  U.S.  anyway.  It's  the 
same  in  potash.  We  have  reserves  in 
Carlsbad,  N.M.,  but  they're  diminish- 
ing in  quantity  and  quality.  Canada, 
of  course,  is  another  problem.  .  .  ." 

That  problem  has  a  capital  "P." 

Roughly  15%  of  IMC's  earnings  still 
come  from  Canada,  mainly  the  big 
potash  mines  in  Saskatchewan.  Last 
summer  the  provincial  government 
slapped  on  a  stiff  new  tax  which 
Ottawa  said  was  not  deductible  from 
national  corporate  taxes.  "This,  of 
course,  made  it  totally  impossible," 
says  Lenon,  "something  like  83%  of 
your  pretax."  Not  only  that,  but  tin- 
tax  is  structured  so  that  it  hits  tin- 
low-cost  producer,  IMC,  the  hardest 
If  potash  prices  rise,  as  they  probably 
will,  the  tax  bite  could  rise  to  90%. 

Now  the  government  has  set  up  a 
Crown  corporation  to  go  into  the  p<>i 
ash  mining  business  directly. 

"We  assume  they're  going  to  ame 
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liorate  this  in  some  way  very  shortly," 
says  Lenon  coolly.  "Because  all  ex- 
pansion has  been  stopped  as  of  18 
months  ago."  But  provincial  elections 
will  be  held  soon  and  there  has  been 
some  talk  of  outright  nationalization. 
At  best,  IMC  is  likely  to  get  partial 
deductibility  of  the  provincial  tax, 
which  would  cut  its  aftertax  return 
from  20%  to  around  8%.  But  then,  of 
course,  if  prices  rise.  .  .  . 

Fortunately,  however,  Lenon  has  a 
swelling  cash  flow  to  work  with— may- 
be $150  million  this  fiscal  year,  may- 
be more.  He  is  already  putting  it  to 
good  use.  Just  before  the  first  news 
of  the  Canadian  tax  leaked  out  in 
late  1973,  Lenon  increased  IMC's 
interest  in  now  wholly  owned  Sobin 
Chemicals  ($68-million  sales)  from 
37%  to  81%.  He  also  picked  up  a  26% 
interest  in  Chemical  Leaman  Tank 
Lines,  the  largest  U.S.  tank  truck  car- 
rier; IMC,  which  itself  ships  about 
20  million  tons  of  material  each  year, 
is  still  intrigued  by  (remember  this 
one?)  "intermodal  transportation." 
The  Chemical  Leaman  merger  got 
snagged  in  a  thicket  of  bureaucratic 
inquiry,  which  was  just  as  well- 
Chemical  Leaman  has  been  hit  hard 
by  recession. 

Spreading  Out 

Starting  in  fiscal  1974,  as  IMC's 
earnings  really  began  to  move,  Lenon 
laid  out  $106.8  million  in  cash  for, 
among  other  things,  a  49%  interest  in 
SAMAF,  which  has  manganese  mines 
in  Gabon  and  an  iron  ore  deposit  in 
Mauritania.  He  also  bought  a  47% 
position  in  $180-million  sales  Com- 
mercial Solvents,  which  got  IMC  back 
into  ammonia  fertilizers  and  gave  it  an 
improved  natural  gas  position.  Now 
Lenon  has  just  offered  to  buy  Sol- 
vents' remaining  shares,  which  will 
bring  IMC's  cash  investment  in  that 
company  to  around  $120  million. 

Today,  IMC's  nonfertilizer  opera- 
tions comprise  about  a  third  of  sales 
and  roughly  25%  of  earnings.  Lenon 
plans  to  spend  heavily  in  that  area  as 
long  as  IMC's  cash  flow  permits. 

But  shouldn't  IMC  be  hoarding  its 
cash  against  the  next  rainy  day? 

Lenon  smiles  ruefully.  You  can  be 
too  cautious,  he  reflects,  just  as  you 
can  be  too  optimistic.  "If  we'd  had 
the  foresight,  we  would  have  sur- 
rounded phosphate  reserves  before 
they  became  so  scarce  and  so  high- 
priced.  But  it  was  just  hard  to  accept 
that  what  us'ed  to  sell  for  20  cents 
was  now,  in  a  short  period  of  time, 
selling  for  $1  or  $1.50." 

It  was  those  still-aching  scars  from 
1967  that  slowed  him  down.  But  may- 
be that's  good.  It's  the  old  story  that 
those  who  don't  remember  history  are 
condemned  forever  to  repeat  it.  ■ 
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Young  King  Coal? 

The  front-runner  among  the  billion-dollar 
bidders  for  Kennecott's  Peabody  Coal  Co. 
is  an  obscure  young  Wall  Street  lawyer. 


:  \  of  Galveston,  Tex.. 

people  seem  to  have  heard  of 
John  Samuels  111,  let  alone  Samuels 
11  or  I.  The  city's  largest  realtor  and 
several  local  newspaper  reporters  say 
the)  have  never  heard  of  the  family, 
even  though  Samuels'  father  is  a 
former  U.S.  Assistant  Postmaster,  his 
brother-in-law  runs  a  local  savings  & 
loan  and  he  himself  owns  one  of  the 
city's  most  prominent  houses,  a  "steam- 
boat gothic"  three-story  structure  that 
occupies  half  a  city  block  along  Gal- 
veston's widest  tree-lined  street.  Nev- 
ertheless, Samuels  III  is  bidding  any- 
where between  $1  billion  and  $1.4 
billion    for    the    world's    largest    coal 


John  Samuels  III 


company:  Kennecott  Copper's  Pea- 
body  Coal  Co.  The  other  bidders: 
Cities  Service  Co.  and  the  Tennessee 
Valley  Authority  (Forbes,  Apr.  1). 

About  all  that's  known  publicly 
about  the  potential  King  of  Coal  is 
that  he  is  a  handsome,  41-year-old 
Harvard  Law  School  graduate  who 
now  lives  in  New  York  and  who  a 
few  years  ago  put  together  a  prosper- 
ous coal  trading  company.  How  pros- 
perous? Very.  Samuels  says  that  ICM/ 
Carbomin  International  Group,  of 
which  he  owns  80%,  netted  $30  mil- 
lion last  year  on  sales  of  $360  million. 
If  that  figure  is  correct,  Samuels  is 
well  on  his  way  to  becoming  a  latter- 
day  Henry  Clay  Frick,  the  turn-of-the- 
century  Pennsylvania  coal  magnate. 

If  he's  so  rich,  how  come  Samuels 
isn't  better  known?  He's  not  a  flam- 
boyant type,  and  besides,  former  law 
associates  (at  Manhattan's  Chad- 
bourne,  Parke,  Whiteside  &  Wolff) 
remember  him  as  a  lone  wolf.  Says 
one:  "When  we'd  go  out  to  lunch, 
John  Samuels  wasn't  among  us." 

Clearly,  however.  Samuels  was  a 
hungry  wolf.  In  1971  he  borrowed 
$2  million  (from  whom  he  won't  say) 
and  set  up  Carbomin.  Since  then  he 
has  bought  three  small  metallurgic.il 
coal  companies  in  West  Virginia  and 
Pennsylvania,  and  is  now  spending 
$40  million  to  increase  their  output 
plus  $45  million  more  to  build  a  bulk 
storage  and  shipping  facility  near 
Philadelphia.  Peabody  Coal,  with 
$504  million  sales  and  $29  million  net, 
would  make  him  a  true  King  Coal. 

The  Federal  Trade  Commission,  in  a 
culmination  of  a  six-year  antitrust  ac- 
tion, has  given  Kennecott  until  Oct. 
1  to  divest  Peabody.  Apparently,  the 
billion-dollar-plus  price  tag  doesn't 
bother  Samuels.  Lounging  around  his 
palatial  stained-glass-windowed  office 
originally  built  as  an  American  head- 
quarters for  the  Cunard  Line,  Samuels 
says  he  has  formed  a  syndicate  of  five 
stockholder-owned  steel  and  natural 
resource  companies— three  from  Eu- 
rope and  two  from  the  U.S.  He  re- 
fuses to  name  them,  claiming  that  fi- 
nal terms  will  not  be  worked  out  until 
the  FTC  decides  how  much  foreign 
ownership  it  will  permit. 

Samuels  says  he  plans  to  have  per- 
haps as  many  as  two  separate  com- 
pani(  s  run  Peabody:  one  to  mine  its 
9  billion  tons  of  coal  reserves  in 
the    U.S.    and    Australia    and    another 
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to  market  it  both  in  the  U.S.  and 
abroad.  Each  of  the  five  companies 
would  get  a  share  of  the  two  operating 
groups,  with  Samuels  serving  as  the 
principal  administrator. 

The  five  corporations  will  put  up 
the  equity— perhaps  as  much  as  $250 
million;  the  rest  of  the  purchase  price 
will  be  payable  over  five  years.  Sam- 
uels will  get  shares  in  the  consortium 
attfa  reduced  insider  price. 

Are  Samuels  and  his  anonymous 
friends  real?  He  smiles  a  Robert  Red- 
ford  smile  and  says:  "Anonymity  is  an 
extraordinary  point  of  leverage." 

The  FTC  is  taking  him  seriously; 
so  is  Kennecott.  The  FTC's  Compli- 
ance Division  is  conducting  an  active 
inquiry  into  Samuels,  his  background 
and  his  partners. 

Meanwhile,  his  chances  of  ending 
up  with  the  Peabody  seem  better  than 
at  least  his  two  chief  competitors'— 
the  TVA  and  Cities  Service.  Already, 
Senator  Howard  Baker  (Rep.,  Tenn.) 
and  other  powerful  lawmakers  are  on 
record  against  TVA  buying  Peabody, 
because  the  price  is  "too  expensive." 
And  they  don't  want  the  Government 
in  the  coal  mining  business. 

In  addition,  Kennecott  executives 
say  privately  that  they  figure  the  FTC 
will  reject  Cities  Service's  bid,  because 
too  many  oil  companies  already  con- 
trol coal  subsidiaries. 

That  leaves  Samuels. 

New  Bidders 

Of  course,  the  FTC  and  Kennecott 
have  alternatives.  For  example,  the 
FTC  could  decide  that  Kennecott 
should  spin  off  Peabody  to  its  stock- 
holders—but Kennecott  would  fight 
this;  it  wants  the  cash.  Or,  the  FTC 
could  invite  new  bidders.  For  exam- 
ple, two  huge  consortiums  have 
sprung  up  and  expressed  interest  in 
entering  the  bidding.  One  consists  of 
40  U.S.  utilities,  and  the  other  re- 
volves around  four  natural  resource 
companies  (Newmont  Mining  Corp., 
Texasgulf  Inc.,  Williams  Cos.  and 
Cleveland-Cliffs  Iron  Co.).  Both  new 
groups  have  submitted  bids  to  Ken- 
necott, and  it  is  likely  they  will  he 
forwarded  to  the  FTC  if  Samuels  is 
ruled  out. 

Samuels  professes  neither  surprise 
nor  concern  over  the  possibilit)  ol 
such  huge  new  combines  getting  into 
the  act.  He  sees  such  deals  as  the 
wave  of  the  future:  "You  are."  he 
says,  "going  to  see  in  coal  what  you 
see  in  oil— the  gathering  togethei  ol 
various  capital  groups  or  corporations 
to  form  a  single  con  :ortium.n  ["his  can 
be  nothing  but  good  news  for  the 
handful  of  men  like  Samuels  w  ho  li.t\  e 
the  contacts  and  knowhow  to  put  to- 
gether such  a  deal.  John  Samuels'  .in 
onymity  will  not  last  much  longer.   ■ 
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If  you  want  to  know  more  about  us 
we  can  give  you  6,000,000  references. 


Customers  are  the  best  references  there  are. 

At  United  Telephone,  we  serve  nearly  6  million  people  in  more 
than  2,900  communities  in  21  states.  Most  of  our  communities  are  rural 
or  suburban.  Mone  is  over  60,000  in  population. 

These  are  precisely  the  areas  in  which  the  future  growth  of  the 
country  lies.  And  by  serving  them,  we  have  become  the  3rd  largest 
telephone  system  in  America. 

But  you  don't  have  to  take  our  word  for  it.  Mot  when  there  are 
millions  of  telephone  numbers  you  can  call. 


United  Telecom 


United  Telecommunications,  Inc.    HI 

We  operate  the  United  Telephone  System,  America's  third  largest. 

United  Telecommunications,  Inc.,  P.O.  Box  11315,  Plaza  Station,  Kansas  City,  Missouri  64112 


Oil  Depletion: 

Diminished  But  Far  From  Dead 


As  far  as  many  wealthy  oilmen  are  concerned, 
the  depletion  allowance  remains  alive  and  well 

For  dei  u>es  liberals  have  wanted  to 
kill  the  oil  depletion  allowance— a  tax 
provision  that,  in  effect,  enabled  oil 
producers  to  pay  lower  taxes  than 
most  other  businessmen. 

A  month  ago  the  liberals  had  their 
way— or  did  they?  Congress  passed 
and  President  Gerald  Ford  signed  a 
new  tax  bill  taking  this  tax  privilege 
from  the  big  oil  companies.  There 
are,  however,  loopholes  in  the  bill  big 
enough  to  shove  an  oil  rig  through. 

After  the  House  of  Representatives 
voted  to  end  the  depletion  allowance 
entirely,  the  big  oil  companies  bowed 
to  the  inevitable  and  stopped  fight- 
ing. Not  the  so-called  independents. 
They  flocked  to  Washington,  200 
strong,  and  began  pressuring  their 
friends  in  Congress.  The  result  was  a 
series  of  amendments  to  the  bill,  ra- 
tionalized in  terms  of  helping  the  "lit- 
tle guy." 

And  who  could  object  to  helping 
the  little  guy?  In  this  case,  Congress' 
definition  of  "little"  is  rather  inter- 
esting. It  encompasses  oil  operators 
doing  as  much  as  $8  million  a  year; 
maybe  much  more.  That's  little  by 
oil  industry  standards,  but  such  peo- 
ple are  hardly  hardship  cases.  They 
are  mom  &  pop,  Texas-style. 

Moreover,  the  bill  is  so  vaguely 
worded  that  operators  even  bigger 
than  $8  million  a  year  may  be  able 
to  crawl  through.  The  bill,  for  exam- 
ple, was  rushed  through  without  a 
written  record  of  congressional  in- 
tent. This  will  give  the  Treasury  a 
relatively  free  hand  in  interpreting 
the  law— and  the  Administration  is  on 
record  as  bitterly  opposing  the  death 
of  depletion.  It  will  also  create  a 
gold  mine  for  tax  lawyers,  who  are 
hardly  a  depressed  class  these  days. 

The  bill  says  that  the  depletion  al- 
lowance will  continue  for  operators 
producing  2,000  barrels  a  day  or  less, 
reduced  to  1,000  barrels  by  1980.  An 
oil  well  that  produces,  say,  1,000  bar- 
rels a  day  is  worth  up  to  $4  million 
a  year  in  revenues.  A  full  98%  of  all 
oil  operators-about  9,800— still  quali- 
fy for  the  depletion  allowance,  and 
many  of  these  are  far  from  poor.  They 
will  now  have  a  considerable  competi- 
tive edge  over  the  majors.  Whatever 
fees  their  lobbyists  were  paid,  the 
money  was  well  earned. 

For  wealthy  plungers,  therefore, 
the  oil  and  gas  tax  shelters  appear  as 


sturdy  as  ever.  Victor  Alhadeff,  a  tax 
shelter  specialist  whose  clients'  net 
worth  generally  ranges  above  $1  mil- 
lion, couldn't  be  happier.  "Congress 
has  finally  ended  uncertainty  over  the 
allowance  under  very  equitable  terms 
for  investors,"  he  exults.  Since  the 
2,000-barrel  limit  applies  to  each  tax- 
payer individually,  a  limited  partner 
is  not  affected  unless  his  own  return 
exceeds  $6  million  to  $8  million.  Thus 
a  field  with  ten  investors  could  pump 
up  to  20,000  barrels  a  day  and  still 
enjoy  full  depletion  allowance. 

Even  the  bigger  independents  may 
yet  find  a  way  around  the  2,000-bar- 
rel limit,  depending  on  how  Treasury 
interprets  the  statute.  They  may  be 
able  to  lessen  tax  liabilities  by  bring- 
ing in  brothers,  uncles  and  outside 
parties  to  drill  new  wells  into  their 
own  underground  reserves.  At  worst, 
they  will  still  enjoy  22%  depletion  on 
the  first  730,000  barrels  they  produce 
each  year  as  well  as  immediate  write- 
off of  intangible  drilling  costs. 

Loophole  Road 

While  tax  lawyers  make  big  fees 
unscrambling  the  legalese  and  im- 
pressing their  clients'  views  on  Treas- 
ury before  it  draws  up  the  regula- 
tions, government  attorneys  will  be 
working  overtime  to  decipher  Con- 
gress' intent.  Transfer  of  title  is  the 
heart  of  the  issue.  If  Treasury  inter- 
prets the  transfer  clause  liberally,  the 
big  independents  can  probably  get 
around  the  2,000-barrel  limit. 

To  prevent  just  such  an  end  run, 
Congress  denied  percentage  depletion 
to  a  buyer  whenever  the  value  of  a 
property  as  a  proven  oil  or  gas  reserve 
"has  been  demonstrated  by  prospect- 
ing or  exploration  or  discovery  work." 
But  what  means  "demonstrated"  or 
"prospecting"?  Can  land  50  feet  from 
a  producing  well  be  transferred  with- 
out loss  of  depletion  allowance?  What 
about  500  feet?  Or  5,000?  Only 
your  tax  man  knows,  and  even  he's 
not   sure.   A  former  Treasury  official 


who  helped  write  the  provision- 
though  he  denies  it's  important— ad- 
mits that  he  doesn't  know  "what  the 
hell  'prospecting'  actually  means." 

Really  small  independent  wildcat- 
ters will  lose,  regardless  of  what  the 
Treasury  says.  The  new  law  is  ex- 
plicit on  one  point:  The  depletion  al- 
lowance cannot  exceed  65%  of  net  in- 
come after  other  deductions. 

For  example,  if  mom  &  pop  grossed 
$200,000  last  year  from  a  well  that 
cost  $100,000  to  operate,  and  plowed 
back  $80,000  into  deductible  explora- 
tion costs,  they  would  have  left 
$20,000  in  net  income  and  a 
$44,000  depletion  allowance  (22%  of 
$200,000).  But  under  the  new  law, 
they  cannot  claim  the  full  allowance 
because  it  exceeds  65%  of  their 
$20,000  personal  income.  What  will 
mom  &  pop  do?  Probably  plow  back 
less  into  exploration— say,  only 
$25,000-and  take  the  full  $44,000 
depletion  allowance  on  a  personal  in- 
come of  $75,000. 

Thus  the  impact  of  the  bill  will  be 
quite  curious.  The  big  oil  companies, 
which  are,  after  all,  owned  by  hun- 
dreds of  thousands  of  mostly  small  in- 
vestors, will  be  hurt.  So  will  the  little 
wildcatter.  The  medium-sized  inde- 
pendent, usually  an  extremely  wealthy 
and  tax-privileged  man,  will  benefit. 

Treasury  will  net  about  $2  billion 
annually  in  additional  tax  revenues, 
but  the  2,000-barrel  exemption  will 
cost  it  over  $500  million.  The  law  may 
shift  some  drilling  from  majors  to  in- 
dependents, but  it  won't  help  close 
the  U.S.  energy  gap.  If  anything,  it 
will  dampen  exploration  efforts. 

In  short,  the  bill  as  written  bene- 
fits those  in  the  industry  least  in  need 
of  help,  without  any  assurance  it  will 
produce  any  benefits  for  the  nation. 

"The  whole  purpose  was  to  encour- 
age wildcatters,"  says  a  lawyer  who 
worked  on  the  bill,  "but  it  limits  the 
men  most  actively  involved  and  leaves 
the  tax  shelters  intact.  It  just  doesn't 
make  any  sense."  ■ 
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Hospitals  and 
private  enterprise 
do  mix. 

Humana  has  proved  it.  We're  an  investor-owned 
company  that  builds,  owns  and  manages  hospitals 
that  provide  first-quality  patient  care  and  operate 
at  a  profit. 


What  Humana  is  accomplishing,  through  private 
enterprise,  is  of  vital  importance  to  the  future  of  our 
country's  hospital  services. 

Large  numbers  of  worn-out  hospital  plants  need 
to  be  replaced.  And  a  great  many  new  hospitals  must 
be  built.  But  the  price  tag  for  all  this  construction  is 
enormous  and  cannot  be  met  through  traditional 
means. 

By  applying  sound  business  practices  and  the 
most  advanced  management  techniques,  Humana  is 
solving  the  biggest  problem  facing  hospitals:  increasing 
costs  compounded  by  declining  labor  productivity. 

We  have  dramatically  increased  productivity  in 


our  hospitals  and  have  controlled  escalating  costs. 
Humana  hospitals  are  able  to  run  at  a  profit  that  gives 
us  the  investment  attractiveness  to  provide  the  capital 
formation  to  build  new  hospitals. 

Perhaps  notsurprisingly,  Humana  has  also  proved 
that  an  efficiently  run  hospital,  with  a  highly  motivated 
staff  can  also  effect  significant  improvements  in  patient 
values.  Humana  is  truly  innovative  in  its  approaches  to 
improving  hospital  procedures  and  conditions  as  they 
affect  the  patient's  comfort  and  sense  of  well-being. 

And  it's  all  really  just  the  beginning.  Humana  Inc., 
One  Riverfront  Plaza,  Louisville,  Kentucky. 


The ... . 
Hospital ' 
Company;; 


p  Leading  a  quiet  revolution       •;  ^  I 


BS&te- 


In  the  small-computer  business, 

everybody  is  getting  clobbered.  The  question  is: 

Who  will  be  left  standing  when  the  games  are  over? 


Just  three  years  ago  Robert  Baron 
had  little  trouble  raising  $300,000  in 
venture  capital  to  start  up  a  mini- 
computer company.  The  deal  looked 
very  promising.  With  Baron,  in  his 
Prime  Computer,  Inc.,  were  six  former 
colleagues  from  Honeywell,  where  he 
had  run  the  minicomputer  operation. 
The  outlook  for  minicomputers  was 
lush:  a  40%-a-year  growth  rate,  low 
capital  needs,  simple  technology. 

Today  you  couldn't  laise  a  nickel 
to  get  into  minicomputers.  In  fact,  the 
movement  is  in  the  other  direction:  At 
least  a  dozen  of  the  50  or  so  com- 
panies that  barged  in  have  already 
dropped  out.  Motorola  is  the  most  fa- 
miliar dropout.  Most  are  little  guys— 
Omnicomp,  Redcor,  Unicomp,  Scien- 
tific Computer  Control.  Even  big  Hon- 
eywell is  having  trouble  hanging  onto 
its  share  of  the  market.  The  cur- 
rent guess  is  that  only  ten  or  15  com- 
panies will  survive  the  shakeout  that 
is  now  shaping  up. 

A  minicomputer  is  exactly  what  its 
name  implies:  a  small  computer.  Some 
are  not  much  bigger  than  a  typewrit- 
er. Most  are  used  to  do  only  one  job, 
such  as  controlling  the  flow  of  chemi- 
cals in  a  chemical  plant,  and  they  re- 
quire no  trained  technicians  to  op- 
erate them.  This  makes  them  easier  to 
design,  cheaper  to  maintain  and  less 
expensive  than  the  now  familiar  multi- 
function data-processing  computers. 

What  went  wrong?  It's  an  old  story. 
"There  are  too  many  companies  in  the 
business,"  says  Paul  Ely,  head  of  the 
computer  systems  group  at  Hewlett- 
Packard,  which,  along  with  Digital 
Equipment  Corp.,  International  Busi- 
ness Machines,  Data  General  and 
General  Automation,  is  one  of  the  sure 
survivors  (see  table).  "Quite  a  few  of 
the  companies  have  negative  cash 
flows,"  Ely  goes  on.  "Others  have  or- 
de~  patterns  that  are  like  looking  over 


a  cliff  edge,  I  suspect  that  in  the  next 
six  months  some  of  them.  ..." 

Certainly  one  of  the  classic  symp- 
toms of  overpopulation  is  present: 
sharp  price-cutting.  Late  last  year 
Hewlett-Packard  cut  the  price  of  its 
best  minicomputer  from  $170,000  to 
$99,000,  a  58%  reduction.  It  also 
slashed  the  prices  of  some  of  its  mem- 
ory units  by  as  much  as  69%.  Digital 
Equipment,  the  market  leader  with  a 
35%  share,  came  out  with  its  first  mi- 
crocomputer, the  so-called  "stripped 
mini,"  priced  at  $634  each  for  volume 
buyers.  Ten  years  ago  DEC's  only 
mini  on  the  market  cost  $20,000. 

At  least  some  of  the  price-cutting 
reflects  the  inexorable  decline  in  prices 
of  semiconductors  and  integrated  cir- 
cuits that  go  into  the  minicomputers. 
Some  of  it,  though,  may  be  less  cost- 
justifiable.  Some  of  the  latecomers  in 
the  field  have  made  their  way  by 
copying  the  machines  of  leaders  like 
DEC  and  Data  General,  and  pricing 
their  machines  as  much  as  25%  low- 
er. Industry  sources  say  that  DEC  and 
Data  General  continually  counter  this 
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Digital  Equipment 
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22 
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18 
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1 

15 
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10 
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ry  of  Perlcin-Elmer. 

tactic  by  slashing  their  own  prices. 
Lawsuits  over  unfair  and  predatory 
pricing  now  abound  in  the  minicom- 
puter field.  One  company,  Los  An- 
geles-based Keronix,  Inc.,  has  sued 
Data  General  for  allegedly  attempting 
to  tap  its  telephones,  set  fire  to  one 
of  its  plants  and  steal  customer  lists. 
Data  General,  calling  it  a  "dirty  pub- 
licity trick,"  is  countersuing. 

Price-cutting  aside,  the  minicom- 
puter business  has  proved  more  com- 
plicated than  it  once  seemed.  Gone 
are  the  days  when  a  Digital  Equip- 
ment, founded  by  Kenneth  and  Stan- 
ley Olsen  in  1957,  could  operate  out 
of  a  Massachusetts  woolen  mill  with 
$70,000  in  seed  money  to  buy  such 
things  as  wire,  semiconductors  and 
steel  cabinets.  Technology  advances, 
from  transistors  to  integrated  circuits 
and  now  to  large-scale  integrated  cir- 
cuits, have  made  minis  smaller,  more 
complex,  far  trickier  to  produce.  Some 
minis  now  require  expensive  software, 
some  a  full  array  of  peripheral  equip- 
ment. In  short,  minicomputers  now 
take  big  money— for  research  and  de- 
velopment, for  marketing,  for  sophis- 
ticated technology. 

The  Big  Squeeze 

It  also  takes  a  fuller  product  line. 
That's  so  because  semiconductor  mak- 
ers like  Texas  Instruments  have  been 
integrating  into  minis  as  a  natural  ex- 
tension of  their  product  lines.  And  be- 
cause computer  biggies  like  IBM  and 
NCR  have  been  integrating  down- 
ward into  minis,  also  as  a  natural  ex- 
tension of  their  product  lines.  With 
big  fellows  like  those  nibbling  at  both 
the  high  and  low  ends  of  the  mar- 
ket, the  pure  minicomputer  maker  is 
caught  in  a  squeeze.  His  salvation  is  to 
have  minis  in  his  lineup  at  both  ends, 
as  well  as  in  the  middle  range.  Says 
Data  General  President  Edson  D.  de 
Castro:  "Integrating  both  forward  and 
backward  is  a  bit  like  trying  to  pat 
your  head  and  rub  your  stomach  at 
the  same  time." 

IBM,  a  relative  latecomer  in  minis, 
has  upped  the  ante  another  way,  too. 
It  likes  to  rent  its  computers,  while 
the  practice  in  minicomputers  has  been 
to  sell  them.  With  12%  of  the  market 
already,  IBM  is  forcing  the  others  to 
rent,  too.  Building  a  rental  base  takes 
a  lot  of  capital,  since  the  payoll  is 
stretched  out  over  a  longer  period  of 
time.  Even  Digital  Equipment,  the 
healthiest  of  the  pure  minicomputer 
companies  with  a  capitalization  ol 
$355  million,  is  hard  put  to  finance 
a  large  base  of  rental  equipment. 

Worst  off  are  the  two  or  three 
dozen  tiny  companies  with  less  than  a 
1%  market  share.  The  ultimate  survi- 
vors are  probably  among  those  listed 
in  the  accompanying  tabic  ■ 
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The  American  Bankers  Association, 

The  American  Marketing  Association, 

The  American  Society  of  Association  Executives, 

Hotpoint,GE,andGTE 

would  like  a  few  words  with  you  about 
Playboymeetings: 


Our  evening  was  one  of  those  extraordinary  events  that  only 
happen  a  few  times  in  a  lifetime. 

The  American  Bankers  Association 

I  want  to  thank  you  and  your  staff  for  making  this  conference  one  of  the 
finest  on  record. 

American  Marketing  Association 

Your  staff  performed  like  a  well-oiled  machine. 

American  Society  of  Association  Executives 

It  is  almost  impossible  that  every  facet  of  our  three-and-a-half-week  stay 
could  be  so  extraordinarily  fine  and  beyond  any  possible  reproach. 

Hotpoint 

I  know  our  customers  will  be  reminiscing  over  your  activities 
for  years  to  come. 

General  Electric 

The  GTE  Sylvania  party  earlier  this  month  was  a  roaring  success. 

GTE  Sylvania  Incorporated 


Here  at  Playboy  we've  got  an  impressive  meeting,  we'll  be  glad  to  give  you  all  the 

sheaf  of  unsolicited  compliments  information  and  help  you  could  want, 

attesting  to  our  expertise  at  planning  and  Just  call  John  D.  Hughes,  our  Vice 

running  all  kinds  of  business  functions—  President/Sales,  at  (312)  751-8000.  Or 

from  staff  seminars  to  full-blown  write  him  at  Playboy  Hotels,  919  North 

conventions.  If  you  demand  this  kind  of  Michigan  Avenue,  Chicago,  Illinois 

professionalism  for  your  next  business  60611. 


JQP^BI  ThE  Plwboy  towers -chicAQo-ilLiNois 

l^y  i^S  ThE  PlAyboy  club  HoteI  at  qreat  qorqe-mcaFee,  n.j. 

5     ^f     5  ThE  plAVboyclub-hOTEl-lAkE  QENEVA,Wis. 

RL^^gR  tHe  pUyboyclub-hoTEl-ocho  rjos-jamajca 

W^PS^and  Playboy  Clubs  in  15  U.S.  Cities,  Canada,  and  England. 


The  View 

From  The  Private  Car 


Santa  Fe's  gruff  John  Reed  is  proud  of  his  railroad, 
but  worried  about  his  industry's  future. 


Tin  Santa  I  i,  the  private  car  of 
John  S.  Heed,  chairman,  president 
and  chief  executive  of  Santa  Fe  In- 
dustries,  is  a  little  world  of  old-fash- 
ioned  luxury  that  used  to  carry  for- 
mer Central  and  President  Dwight 
Eisenhower  to  the  golf  courses  of 
Palm  Springs.  Amid  the  car's  elegance 
—  its  observation  platform,  its  former 
Super  Chief  chef— Reed  looks  like  a 
general,   too.   But  an  embattled  one. 

"What's  the  latest  unemployment 
figure?"  the  slim,  aristocratic-looking 
Reed  asks  a  visitor  to  his  eight-state- 
room rolling  headquarters.  "I'll  bet  it's 
up.  [It  was.]  I'm  no  socialist,  but 
there  must  be  something  wrong  when 
we've  got  high-livers  in  Florida  and 
Las  Vegas,  and  the  rest  of  the  coun- 
try is  suffering." 

Then  he  got  down  to  what  was 
getting  him  down:  "Our  freight  traffic 
is  off  20%  in  the  first  quarter.  The 
Santa  Fe  has  laid  off  approximately 
4,000  employees.  We  stored  300  fine 
locomotives  while  receiving  86  new 
ones.  We're  very  pessimistic— and  that 
includes  the  rest  of  the  year." 

Reed's  pessimism  is  justified.  Like 
every    railroad's     today,     Santa     Fe's 


costs  are  still  rising  while  its  revenues 
are  falling.  This  is  especially  tough  in 
a  business  like  railroading  where  prof- 
it margins  are  thin  in  the  best  of 
times.  Santa  Fe's  pretax  income  from 
its  transportation  division  last  year 
amounted  to  only  42%  of  income.  And 
though  Santa  Fe  is  one  of  the  nation's 
most  prosperous  and  efficient  rail- 
roads, the  total  company's  return  on 
capital  last  year  was  just  6.1%. 

All  this  is  a  rather  poor  reward  for 
Reed's  ambitious  capital  spending. 
Since  he  took  over  in  1968,  Santa  Fe 
has  poured  $707  million  into  plant 
and  equipment  for  the  line.  Its  spend- 
ing on  maintenance  for  its  12,500- 
mile  system,  averaging  35  cents  on  the 
revenue  dollar,  is  proportionately  the 
highest  in  the  U.S.  Reed  has  done  all 
this  with  only  a  relatively  minor  in- 
crease in  the  railroad's  funded  debt. 
Total  debt  is  25%  of  total  capital,  one 
of  the  industry's  lowest  ratios. 

Last  year,  to  be  sure,  Santa  Fe  did 
show  record  earnings,  $4.67  a  com- 
mon share,  but  it  was  oil,  not  rail- 
roading, that  accounted  for  the  im- 
provement. Oil  produced  42%  of  last 
year's  pretax  earnings  and  will  make 


up  over  50%  of  this  year's  income. 

"We're  not  going  to  become  an  oil 
company,  though,"  Reed  says.  "We 
don't  really  know  the  business."  He 
has  seen  the  Union  Pacific  stub  its 
toe  offshore  and  get  out  of  the  North 
Sea.  He  looked  at  Husky  Oil  stations 
and  refinery  plans,  then  halted  for- 
ward integration. 

Reed,   a  proud  man,   is  also  bitter 


A  Business 
For  All  Seasons 

Through  good  times  and  bad, 

this  modern  spice  merchant  prospers. 


Pepper:  up  95%  on  the  world  market 
since  1973.  Fancy  cloves:  $2.50  a 
pound  two  years  ago;  today,  unavail- 
able at  any  price.  Nutmeg:  95  cents 
a  pound  until  (false)  rumors  of  vol- 
canic tremors  in  Indonesia  pushed  the 
price  to  $1.70.  And  quality  Saigon 
cinnamon?  Who  can  tell  about  Saigon, 
let  alone  its  crop?  The  ancient  spice 
trade  has  lost  none  of  its  volatility, 
none  of  its  risk. 

McCormick  &  Co.,  an  86-year-old 
spice  trading  company,  has  long  since 
learned  to  live  with  all  this.  In  fact, 
the  company  really  got  rolling  in  the 
Great  Depression  under  the  leader- 
ship of  the  founder's  nephew,  Charles 
P.  McCormick.  Until  then  it  had  been 


a  small  family  company.  With  C.P. 
at  the  helm,  sales  grew  from  $3.5 
million  in  1932  to  $108  million  in 
1969,  when  he  retired  at  age  73.  In 
the  past  five  years  sales  and  net  in- 
come more  than  doubled  to  $222 
million  and  $9.4  million,  respectively. 

But  it  was  a  dark  day  when  C.P. 
first  took  over.  His  Uncle  Willoughby 
McCormick  had  just  died  and  Chase 
Manhattan  had  refused  the  company 
a  badly  needed  $150,000  loan. 

Before  he  died,  Willoughby,  who 
got  his  start  selling  Uncle  Sam's  Nerve 
and  Bone  Liniment  door  to  door,  in- 
structed his  nephew  C.P.  to  cut  sal- 
aries 10%.  C.P.,  an  independent  man, 
instead  raised  salaries  10%,  expanded 


plant— and  eventually  talked  a 
$250,000  loan  out  of  the  same  Chase 
banker  who  turned  his  uncle   down. 

C.P.  needed  the  Chase  loan  to  re- 
design McCormick's  marketing  pro- 
gram and  to  greatly  expand  his  sales 
staff.  The  company  lost  $14,000  that 
first  year.  But  the  next  year,  at  the 
bottom  of  the  Depression,  McCormick 
earned  $119,000.  How?  By  clever 
marketing.  When  supermarkets  started 
replacing  the  mom-and-pop  stores, 
McCormick  was  ready  to  move  in  and 
pick  off  choice  shelf  space. 

Today,  with  gross  profit  margins  of 
40%,  McCormick  looks  more  like  a 
drug  or  cosmetics-care  manufactur- 
er than  a  food  distributor.  And  unlike 
Alberto-Culver  or  Miles  Laboratories, 
where  advertising  soaks  up  about  25% 
of  revenues,  McCormick  spends  less 
than  1%.  Not  surprisingly,  McCormick 
earned  14%  last  year  on  stockholders' 
equity. 

The  Baltimore-based  compan)  com 
mands  close  to  50%  of  the  retail  spice 
market.  Today  the  company  is  run  by 
Harry  Wells.  52,  nut  a  family  member 
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at  the  Government's  Amtrak  opera- 
tion. He  thinks  it  has  cheapened  the 
whole  industry's  image.  To  make  his 
point,  Reed  gets  off  the  private  car 
at  Fort  Worth  and  takes  his  visitor 
ahead  to  Amtrak's  Lone  Star  that  runs 
from  Houston  to  Chicago.  That  pas- 
senger train  used  to  be  called  the 
Texas  Chief,  but  Reed  wouldn't  let  the 
name  be  used  when  he  and  Amtrak 
disagreed  on  service  costs.  "They've 
pulled  our  Indian  murals  and  gone 
to  purple  plastic,"  sneers  Reed.  "It 
looks  like  somebody's  whorehouse." 

With  Reed's  car  attached,  the  Lone 
Star  (run  by  Santa  Fe  engineers  be- 
cause Reed  won't  allow  Amtrak  engi- 
neers near  his  railroad)  noses  north. 
Reed  tells  how  Amtrak's  Roger  Lewis 
once  toured  on  a  train  but  demand- 
ed anonymity.  "Perhaps  he  didn't 
want  to  be  associated  with  real  rail- 
roadmen," says  Reed.  "They're  caus- 
ing the  public  to  think  we  can't  do 
anything  right." 

Reed,  a  Santa  Fe  operating  man 
for  30  years,  thinks  he  has  been  doing 
a  lot  right— from  installing  5,000 
miles  of  welded  rail  to  starting  a  38- 
hour  Super-C  freight  service  from 
Chicago  to  Los  Angeles. 

Disillusioned  with  Amtrak,  Reed  is 
angry  at  talk  of  nationalization  of  the 
rest  of  the  industry.  He  is  concerned 
about  Conrail's  (Consolidated  Rail 
Corp.)  plans  to  take  over  the  north- 
eastern roads,  and  about  the  bank- 
ruptcy of  the  Rock  Island.  He  fears 
railroadmen  will  lose  control  com- 
pletely. "You  can't  marry  strong  roads 


with  weak  ones  the  way  rail  planners 
and  Interstate  Commerce  Commission 
examiners  have  suggested  and  have 
both  live,"  he  says. 

But  Reed  feels  no  regrets  at  the 
death  of  the  Rock  Island.  It  was  a  rel- 
ic whose  time  had  come,  says  Reed. 
Just  then,  with  the  speedometer  by 
his  seat  right  on  79  miles  an  hour,  the 
train  flips  by  the  siding  at  Gene  Au- 
try,  Okla.  Reed  notes  (in  passing)  that 
Gene  Autry  is  an  example  of  what 
killed  the  Rock  Island.  The  town  is 
only  good  for  a  couple  of  carloads  a 
week.  The  Rock  Island  simply  had 
to  serve  too  many  such  tank  towns. 

Reed  hopes  to  pick  up  much  of  the 
Rock  Island's  good  business.  But  he 
is  not  convinced  that  the  Santa  Fe 
will  come  out  ahead  in  the  end.  He 
is  worried  that  the  outcome  will 
strengthen  his  bitter  rival,  the  South- 
ern Pacific.  The  old  proposal  for  a 
Union  Pacific-Rock  Island  merger 
called  for  the  UP  to  sell  the  SP  an 
important  link  between  Kansas  City 
and  Tucumcari,  N.M.  In  a  future 
Rock  Island  reorganization,  the  Gov- 
ernment may  yet  give  the  SP  the  link. 

Looking  Ahead 

The  Lone  Star,  now  racing  near 
90  mph,  moves  out  of  Oklahoma  in- 
to Kansas.  Reed  thinks  of  wheat,  and 
smiles.  The  Santa  Fe  is  a  granger 
road  and  the  wheat  harvest  in  its 
territory  may  be  10%  greater  this  year 
than  last.  Back  in  Texas  there  is  a 
plywood  plant  next  to  a  600,000- 
acre   tree   farm   going   all   out,   even 


though  plywood  plants  elsewhere  are 
shuttered.  Nearby,  a  particleboard 
plant  waits  for  the  "market  to  stiffen." 
An  unprofitable  fertilizer  pipeline 
is  edging  into  the  black. 

Then  there  are  Santa  Fe's  mineral 
rights  on  4  million  acres  and  coal- 
more  than  370  million  tons  of  mine- 
able coal  in  New  Mexico,  with  billions 
of  tons  in  the  area.  Santa  Fe  now 
hauls  coal  from  there  to  Kaiser  Steel 
in  California.  But  Reed  wants  to  see 
if  he  can  get  profitable  long-haul 
deals  before  expanding  there. 

Late  into  the  night  he  tells  railroad 
stories  and  watches  the  track  unreel. 

The  next  morning,  Reed  is  literally 
bouncing  on  his  toes,  as  up  behind 
the  engineer  he  surveys  the  welded 
doubletrack  from  Kansas  City  to  Chi- 
cago. Earlier  he  had  told  his  visitor, 
only  a  little  wryly,  that  he  had  seen 
about  all  the  freights  there  were  to 
be  seen  between  Houston  and  Fort 
Worth.  Now  the  Lone  Star  passes 
train  after  train.  Like  toys  on  a  Lionel 
mock-up,  they  are  cut  back  and  forth, 
without  losing  speed,  under  Santa 
Fe's  automatic  control  system.  "I'll 
bet  most  of  them  are  empties,"  Reed 
observes  characteristically,  but  there 
seems  to  be  a  twinkle  in  his  eye  be- 
hind the  dark  glasses. 

Along  the  track,  the  last  big  snow 
of  winter  is  melting  away  and  the 
sound  of  doves  is  heard  across  the 
land.  The  Lone  Star  is  only  eight 
minutes  late  pulling  into  Union  Sta- 
tion in  Chicago.  "I  guess  we're  not 
dead  yet,"  says  Reed.  ■ 


but  a  longtime  aide  to  the  late  CP. 
"We  call  on  virtually  every  supermar- 
ket in  the  country,"  says  Wells.  "In 
many  of  those  stores,  our  700  sales- 
men physically  put  the  merchandise 
on  the  shelves." 

The  supply  side  is  less  predictable, 
since  the  company  depends  on  many 
small  growers  on  every  continent.  In 
days  gone  by,  a  spice  merchant 
spread  his  risks  by  diversifying  into 
other  products  and  by  pooling  re- 
sources with  other  merchant  families. 
When  the  tea  market  dried  up  or  sug- 
ar was  in  oversupply,  he  turned  to 
cotton,  furs,  nails,  even  slaves. 

Long  ago  the  McCormick  family 
reversed  this  policy.  Spice  and  flavor- 
ings still  account  for  80%  of  the  busi- 
ness, with  related  gravy  mixes  and 
the  like  accounting  for  the  rest.  The 
company  decided  that  it  would  be 
better  to  put  all  its  spices  in  one 
basket  and  watch  that  basket  care- 
fully. Today  the  company  has  a  so- 
phisticated system  of  monitoring  and 
stockpiling.  In  case  prices  do  get  too 
far  out  of  line  in  any  given  product, 
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there  is  the  firm's  full  line  of  oil-based 
synthetic  spices  to  fall  back  upon.  If 
suppliers  ever  attempt  a  cartel— as 
Chinese  pepper  dealers  in  Singapore 
tried  unsuccessfully  to  do  in  the 
1950s— McCormick  will  be  happy  to 
introduce  gourmets  to  its  laboratory - 
produced  products. 

McCormick's  conservatism  and 
strong  sense  of  identity  seems  to  make 
the  company  recession-resistant.  First- 
quarter  sales  and  earnings  for  1975 
are  15%  ahead  of  last  year's  record 
performance. 

It's  a  family  company  no  longer. 
C.P.  Jr.  is  the  only  McCormick  still 
on  the  board,  and  the  5.2  million 
shares  of  stock  are  spread  out  among 
more  than  6,000  shareholders. 

But  if  you  are  in  a  big  corporation 
looking  for  acquisitions,  don't  waste 
your  time  here.  For  one  thing,  the 
stock  is  not  cheap;  even  today  it  sells 
for  close  to  20  times  last  year's  earn- 
ings. For  another,  voting  control  rests 
with  C.P.  McCormick  and  manage- 
ment, whose  combined  20%  of  the 
shares  holds  all  the  voting  rights. 
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"It's  a  romantic  business,"  says 
President  Wells,  "all  interwoven  with 
the  history  of  civilization.  Oh,  we  get 
a  dozen  calls  a  year  from  people 
wanting  to  negotiate.  I  tell  them  sor- 
ry, but.  ..."  ■ 


Stacking  the  shelves  spices  up  sales. 


In  Toronto, 
when  you  come  to  BT  Capital  Services 
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We're  known  by  different  names  in 
different  places.  But  one  thing  is  the 
same  all  over.  The  name  behind  the  name? 
It  means  that  you'll  have  access  not 
only  to  capital,  but  to  the  full  range  of  inter 
national  banking  services.  In  all  of  the  major 
money  centers  of  the  world. 

So  whether  you  need  Canadian 
dollars  in  Canada  or  you  need  some- 
one to  put  together  Asia  dollars 
or  any  other  kind  of  currency— 
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ou  come  to  the  world  of  Bankers  Trust. 


^o 


^vo 


-^ 


SSKaW^ 


2~» 


w  < 


c 

f 

r 

^  or  you  need  general  advice  on  international 

__ I  matters  —  nothing's  really  foreign  to  us. 

Contact:  Mr.  Frederic  C.  Baker,  BT  Capital 
Services  Ltd.,  P.O.  Box  323,  Commerce  Court  Post 
Station, Toronto,  Canada,M5L  TGI,  Telephone 

(46)364  0266  Welcome  to  the  Wide 
World  of  Bankers  Trust  Company  D 

NewYork,  London,  Milan,  Paris, Tokyo,  Singapore  and  Nassau.  International  Banking  Subsidiaries  in  Chicago, Houston, Los 
Angelesand  Miami.  Affiliated  Institutions  in  Houston.Toronto,  Brussels,  London,  Frankfurt,  Rome,  Zurich,  Buenos  Aires,  Sydney, 
Hong  Kong  and  Bangkok.  Representative  Offices  in  Chicago,  Los  Angeles,  San  Francisco,  Toronto,  Birmingham,  Manchester, 
ssels,  Copenhagen,  Madrid,  Rome,  MexicoCity,  Bogota,  Buenos  Aires,  Caracas,  Rio  de  Janeiro,  Sao  Paulo,  Lagos,  Beirut, Teheran, 
>ng  Kong,  Jakarta,  Manila,  Seoul,  Sydney  and  Taipei.  ©  BankersTrust  Companv 


Faces  Behind  the  Figures 


Safer  Harbors? 


Sih  Ew<  Drake,  64,  chairman  of 
British  Petroleum  Co.  since  1969,  was 
in  [ran  when  the  first  government 
takeover  of  oil  supplies  was  at- 
tempted  by  Mohammed  Mossadegh. 
He  was  BP's  manager  there  in  1951. 
Doubtless  it  was  that  experience  that 
led  Drake,  in  the  Sixties,  to  put  BP 
heavily  into  Alaska's  North  Slope  and 
in  the  North  Sea.  The  moves  paid  off. 
BP  has  seen  its  profitable  concession 
in  Kuwait  taken  over  completely  by 
thai  government,  and  its  holdings 
elsewhere  in  the  Middle  East  just 
about  disappear  as  well.  Fortunately, 
BP  still  has  production  of  400  million 
barrels  of  oil  a  year  to  look  forward  to 
from  Alaska  and  the  North  Sea. 

But  a  big  bill  must  be  paid.  Drake 
told  his  shareholders  at  the  annual 
meeting  in  London  last  month  that 
BP's  earnings  would  decline  in  1975 
and  1976  from  1974's  record  level  of 
$1.1  billion  (which  was  70%  above 
1973's  earnings  for  the  $22.3-billion 
company).  Decline?  Mosdy  because 
BP  must  spend  $2.2  billion  in  1975 
and  nearly  as  much  in  1976  to  capture 
that  Alaskan  and  North  Sea  oil. 


In  1977,  after  Drake  has  retired, 
BP  ought  to  begin  reaping  rewards 
of  its  hard  work  and  high  investment. 
But  meantime  BP  must  borrow  over 
$1  billion  this  year,  and  perhaps  float 
some  equity  next  year. 

That  spending  will  shove  BP's  debt 
to  over  40%  of  total  capital.  Clearly, 
BP  can  brook  no  shortfall  in  the  antic- 
ipated profits  if  it  hopes  to  emerge 
healthy  at  the  end  of  this  capital  trial. 

Unfortunately,  profits  could  be  a 
big  worry.  Consider  this:  The  British 
government  intends  to  impose  a  51% 
"participation"  in  the  company's 
North  Sea  fields.  Drake  has  "agreed" 
to  it;  what  choice  did  he  really  have? 
BP  has  been  48%  owned  by  the  British 
government  since  1914,  and  last  Janu- 
ary the  Bank  of  England  picked  up 
another  20%  of  BP  as  part  of  its  rescue 
of  Burmah  Oil.  That  puts  Drake  in 
the  ludicrous  position  of  telling  his 
68%  shareholder  that  it  can  buy  51% 
of  what  it  already  owns.  Drake  is 
angry.  He  calls  the  idea  of  the  British 
government  formally  taking  control  of 
North  Sea  fields  "a  waste  of  time  and 
doctrinaire." 

For  what  it's  worth,  the  govern- 
ment reportedly   is   assuring   BP   and 


Drake  of  British  Petroleum 

other  North  Sea  oil  companies  that  its 
participation  will  not  affect  their  prof- 
itability. And  Drake  is  going  along. 
After  all,  BP  has  already  spent  al- 
most $1  billion  on  these  properties. 
In  view  of  the  existing  threats  to 
BP  and  those  to  come,  has  Drake 
guided  his  company  into  safer  har- 
bors? Or  just  different  ones?  ■ 


What  Prosperity? 

Columnist  Sylvia  Porter,  the  star 
of  President  Ford's  so-called  Citizens' 
Action  Committee  on  the  economy 
(which  promoted  the  Whip  Inflation 
Now  campaign),  recently  told  her 
readers:  "If  you  can't  find  a  regular 
job  in  the  field  you  want,  you  may 
find  a  satisfactory  assignment  you  need 
at  the  temporary  help  services." 

Her  hopeful  advice  seemed  con- 
firmed by  a  quick  glance  at  the  record 
performance  of  Detroit's  Kelly  Ser- 
vices, one  of  the  nation's  largest  tem- 
porary help  employers,  boasting  some 
337  offices  nationwide.  On  a  phone 
call's  notice,  Kelly  will  provide  re- 
placements for  vacationing  or  sick 
employees  or  extra  hands  at  peak  pe- 
riods. Only  about  75%  of  what  Kelly 
bills  corporate  customers  goes  to  the 
"temp."  Last  year,  Kelly's  earnings 
rose  9%  over  1973,  to  $4.4  million 
($2.35  per  share)  on  an  11%  revenue 
gain  to  $122  million.  Kelly  returned  a 
solid  22%  on  equity. 

But  when  Forbes  visited  Kelly 
President  Terence  E.  Adderley,  the  six- 
foot-tall  executive  was  neither  happy 
nor  hopeful:  "If  you've  come  to  write 
one  of  those  stories  about  temporary 
services  benefiting  from  a  recession, 


you're  wasting  your  time.  .  .  .  It's  not 
true."  The  company  is  being  swamped 
with  job  applicants— for  example,  one 
desperate  former  $24,000  credit  man- 
ager took  a  "temp"  job  as  an  account- 
ing clerk— but  Kelly  is  having  increas- 
ing difficulty  finding  jobs. 

Kelly's  1974  results  were  decep- 
tive, says  Adderley.  The  economic 
downturn  took  months  to  affect  Kelly, 
mainly  because  its  customers  were  al- 
ready operating  with  tight  staffs.  So 
they  resisted  cutting  back  to  skeleton 
staffs  for  months.  But  finally,  in  the 
fourth  quarter,  Kelly's  results  showed 
a  17%  decrease  from  the  like  1973 
period,  and  Adderley  is  predicting  an- 
other earnings  decline  for  1975. 

Adderley,  the  stepson  of  the  com- 
pany's semiretired  founder,  Chairman 
William     B.     Kelly, 
has   seen   it   all   be- 
fore.  The  company, 
founded     in     1946, 
underwent        major 
expansion  of  its  net- 
work of  licensed  of- 
fices across  the  U.S. 
in  the  late  1950s 
and  1960s.  Then 
in     the     1970-71 
recession,       Kel- 
ly's  earnings   de- 


clined for  two  years. 

Says  Adderley,  a  conservative  man 
who  prefers  dark  pin-striped  suits, 
"We're  not  hell-bent  on  finding  some 
new  products  to  offer,  and  at  this 
time  we're  not  going  to  open  new  of- 
fices in  the  U.S." 

And  when  the  economy  slumps 
next,  will  Kelly  slump  too?  Adderley 
seemed  to  speak  for  a  lot  of  business- 
men when  he  sighed:  "Up  to  a  point, 
there  is  nothing  that  we  can  do."  ■ 


Adderley  of 
Kelly  Services 
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Working  On  The  Railroad 


Springrose  of  Cargill 


Last  winter  James  Springrose  had 
an  idea:  "Everybody  was  saying  that 
it's  time  for  government  to  start  help- 
ing the  railroads.  It  seemed  to  me  we 
ought  to  use  the  people  who  are  un- 
employed to  do  some  of  the  work." 

Lots  of  people  have  ideas.  But 
Springrose  could  back  up  his  proposal 
with  a  little  muscle.  As  transportation 
vice  president  of  Cargill,  Inc.,  the 
large  privately  owned  grain  broker, 
he  pays  a  $300-million  annual  freight 
bill.  He  developed  his  thoughts  in  a 
trade  association  speech,  and  with  a 
little  help  from  Cargill's  Washington 
office,  Springrose's  proposal  caught  on. 

Today  scores  of  lawmakers,  led  by 
Senator  James  Buckley  (Con.,  N.Y.) 
and  Representative  John  Heinz  (Rep., 


Pa.),  are  sponsoring  bills  that  would 
dole  out  $2.5  billion  in  public  works 
money  over  the  next  three  years  to 
upgrade  the  nation's  track  and  road- 
beds. Initially,  the  25,000  railway 
maintenance  men  who  are  now  with- 
out jobs  would  be  called  back.  Then 
the  program  would  absorb  other  un- 
employed workers.  It  would  be  a  kind 
of  public  works  program  that  would 
really  work. 

During  the  past  25  years,  Spring- 
rose  points  out,  over  $360  billion  in 
government  money  has  gone  to  air, 
highway  and  water  transport.  The 
railroads  not  only  got  almost  nothing, 
but  they  were  heavily  taxed  in  the 
bargain. 

At    the    same    time,    the    railroads' 


share  of  intercity  freight  dropped 
from  65%  to  less  than  40%.  "Aid  to 
other  carriers  was  at  least  partially 
responsible  for  the  competitive  de- 
cline of  railroads,"  Springrose  says.  In 
effect,  their  over-the-road  and  airline 
competitors  were  running  on  tax-sub- 
sidized rights-of-way.  One  result  was 
that  the  nation's  energy  situation 
worsened,  since  trucks  and  aircraft 
are  less  efficient  than  railroads. 

Congress,  of  course,  has  been  mov- 
ing jerkily  toward  more  federal  aid 
for  railroads  for  several  years.  But  the 
trucking  and  airline  industries  are  well- 
entrenched  at  the  public  trough,  and 
the  railroads  are  unwelcome  latecom- 
ers. However,  the  political  popularity 
of  creating  jobs,  as  in  Springrose's 
plan,  might  spur  a  more  effective 
transportation  policy.  Already  the  re- 
cession-fighting rail-aid  measure  has 
drawn  support  from  President  Gerald 
Ford,  organized  labor  and  railroad 
managements. 

"When  you  look  at  the  areas  where 
unemployment  is  heaviest,  that's  where 
the  railroads  need  help  the  most," 
says  Springrose.  "Politicians  were  talk- 
ing about  projects  where  people  would 
rake  leaves  in  public  parks  or  paint 
the  firehouse.  But  if  we're  going  to 
spend  government  money,  let's  do  it 
in  ways  that  give  us  long-term  pro- 
ductivity gains."  ■ 


Now  Labor 
Wants  Veto  Power 

A  Minnesota  politician  is  well  on 
his  way  to  giving  his  state's  unions 
what  would  amount  to  a  veto  power 
over  their  employers'  acquisitions  and 
mergers.  His  bill  sailed  through  the 
Minnesota  House  of  Representatives 
last  month,  and  now  seems  destined  to 
become  state  law. 

The  state  representative,  a  card- 
carrying  member  of  the  International 
Brotherhood  of  Electrical  Workers 
named  Stanley  Enebo,  claims  he's  only 
trying  to  preserve  workers'  jobs  and 
pension  rights  after  their  employers 
are  acquired  by  outsiders.  But  in  fact, 
the  bill  would  give  the  labor  unions 
virtual  blackmail  power  in  any  pro- 
posed merger. 

"We're  not  out  to  stop  companies 
from  selling,"  says  Enebo,  a  short, 
dapperly  dressed  electrician  who  has 
been  a  politician  since  1958.  "But 
on  the  other  hand,  I  don't  feel  that 
handing  [an  employee]  ...  a  check 
on  Friday  night  and  telling  him  he's 
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all  through  should  be  the  finale." 

Under  Enebo's  bill,  collective-bar- 
gaining agreements  between  a  union 
and  a  company  would  remain  binding 
on  anyone  who  acquires  the  compa- 
ny. That's  understandable.  But  the 
bill  also  requires  the  company  about 
to  be  acquired  to  notify  the  union's 
bargaining  agent  30  days  before  the 
proposed  sale.  That  would  give  the 
union  time  to  block  the  deal  in  court. 
The  mere  threat  of  such  a  suit  could 
well  stop  a  merger.  Or,  it  could  be 
used  to  force  work  or  wage  conces- 
sions from  management  as  a  price  for 
withdrawal  of  the  suit. 

Whatever  happens  to  the  bill  in 
Minnesota,  Enebo's  idea  is  proving 
popular  with  other  politicians  in  Wis- 
consin, New  Hampshire  and  perhaps 
even  down  in  Washington,  D.C.  One 
of  the  bill's  strongest  supporters  in  the 
Minnesota  Senate  is  a  fellow  member 
of  the  state's  Democratic-Farmer-La- 
bor Party:  attorney  Hubert  (Skip) 
Humphrey  III,  the  son  of  U.S.  Sen- 
ator Hubert  Humphrey.   ■ 

Representative  Enebo 
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es  Behind  the  Figures 


Bashing  The  Banks 

[rman   Henry  S.   Reuss    (Dem., 

Wis.)    of   the    House   Committee   on 

Banking,  Currency  &  Housing  worries 

that  more  banks  may  fail  because  of 

ign  currency  speculation. 

'This  has  all  the  get-rich-quick  po- 
tential of  the  gambling  tables  at  Las 
Vegas,"  says  Reuss.  "I'm  at  a  loss  to 
know  why  the  Federal  Reserve  Bank 
hasn't  taken  any  steps  about  it." 

But  that's  all  ancient  history,  isn't 
it?  After  all,  it  was  last  summer  that 
currency  speculation  helped  sink  Ger- 
many's Bank  Herstatt  and  Long  Is- 
land's Franklin  National.  Surely  U.S. 
banks  have  learned  their  lesson. 

Apparently  not,  claims  Reuss.  Ac- 
cording to  the  latest  available  figures, 
he  says,  the  Bank  of  America  had 
$437  million  in  foreign  exchange  fu- 
ture-buy contracts  that  were  not  cov- 
ered by  balancing  sell  contracts— an 
amount  equal  to  almost  one-fourth  of 
the  bank's  total  capital  and  reserves. 
Chase  Manhattan  and  First  National 
Bank  of  Boston  were  in  just  as  deep. 
Reuss  thinks  maybe  there  should  be  a 
limit  to  such  uncovered  speculation, 
based  on  the  size  of  a  bank's  capital. 

"Mr.  Reuss  is  drawing  incorrect 
conclusions  from  incomplete  data," 
says  BofA  Vice  President  William  A. 
Hurst.  "Most  of  these  positions  are  ful- 
ly hedged,  but  in  different  currencies." 


Representative  Reuss 


We'll  have  to  see,  says  Reuss  skep- 
tically. "And  that's  just  one  of  a  num- 
ber of  problems  that  have  been  over- 
looked," adds  Reuss,  sticking  his 
thumbs  in  his  lemon-yellow  suspend- 
ers. "Take  the  lack  of  formal  reserve 
requirements  on  Eurodollars  ...  or 
bank  holding  company  practices  with 
respect  to  real  estate  investment  trusts. 
Or  the  unsatisfactory  ratio  of  capital 
to  existing  bank  assets.  Or  the  regula- 
tory breakdown  characterized  by 
overlapping  and  gaps  in  jurisdiction 
among  three  federal  agencies." 


An  overhaul  of  the  entire  financial 
system  is  "long  past  due,"  Reuss  goes 
on.  "There  was  the  Commission  on 
Money  &  Credit  Report  of  1959.  The 
Heller  Commission  of  1963.  The 
Comptroller's  Report  of  1965.  The 
Hunt  Commission  of  1969.  All  of 
them  gathering  dust. 

"The  banks  may  own  the  Fed,"  says 
Reuss  darkly,  "but  they  don't  own 
Congress."  Reuss  may  be  more  mod- 
erate than  his  bank-baiting  predeces- 
sor Wright  Patman,  but  he's  likely  to 
be  more  effective.  ■ 


The  Pyramid 
Publicity  Scheme 

Traynor  of  Leverage  Funding 


Handsome,  facile  Peter  Traynor— a 
35-year-old  insurance  agent  turned 
investment  counselor  turned  movie 
syndicator— calls  himself  a  self-made 
man.  In  fact,  he's  a  media-made  man. 
He  tries  to  sell  himself  to  newsmen 
hungry  for  colorful  copy;  then  he 
uses  the  favorable  write-ups  to  sell 
his  assorted  deals  to  doctors  hungry 
for  tax  shelters. 

For  example,  last  July  Traynor's 
press  agent  persuaded  both  Medical 
Economics  and  Coronet  to  run  favor- 
able articles.  The  Medical  Economics' 
writer  now  admits  that  he  knew  little 
about  Traynor  or  movie  syndication 
before  hearing  what  the  promoter 
himself  told  him.  As  for  the  Coronet 
writer,  his  wife  coincidentally  was 
later  hired  by  Traynor. 

On  the  strength  of  those  clippings, 
Traynor  landed  another  puff  in  The 
Los  Angeles  Times,  which  hailed  him 
as  "doing  a  land-office  business."  Tray- 
nor says  he's  a  millionaire— and  says 
it  so  often  that  you  imagine  his  name 
is  Peter  Traynor  Millionaire. 

Over   the   last   six   years,   his   press 


releases  have  said  that  his  Oakland- 
based  Leverage  Funding  Systems 
soared  from  a  $200,000  profit  in  1969 
to  $4  million;  that  Traynor  repre- 
sents 1,500  satisfied  investors,  mostly 
doctors;  and  that  his  sex-and- violence 
movies  could  gross  $6  million  each  on 
a  $200,000  investment. 

But  largely  what  the  trusting  in- 
vestors got  was  a  steady  stream  of 
carefully  edited  press  clippings.  When 
The  Wall  Street  Journal  printed  a 
negative  movie  syndication  story, 
Traynor  snipped  and  glued,  mailing 
out  only  the  favorable  paragraphs. 

Now,  however,  the  unfavorable 
news  is  spreading.  Far  from  making 
$4  million,  his  Leverage  Funding  lost 
money  the  last  two  years;  it  had  only 
nine  new  investors  in  1974,  a  far  cry 
from  that  often  touted  1,500.  Last 
December  a  jury  found  it  had  de- 
frauded  two  real  estate  investors,  and 
it  is  now  under  investigation  bj  the 
Securities  &  Exchange  Commission. 

One  thing  is  clear:  Today  Traynor 
—with   another   fraud   suit    pending 
needs  more  than  a  new  PR  man.    ■ 
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700,000  Shares 

Baker  Oil  Tools,  Inc. 


Common  Stock 

$1  par  value 


Price  $36  Per  Share 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  legally 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

Blyth  Eastman  Dillon  &  Co.        The  First  Boston  Corporation        Donaldson,  Lufkin  &  Jenrette 

Incorporated  Securities  Corporation 

Drexel  Burnham  &  Co.  Halsey,  Stuart  &  Co.  Inc.  E.  F.  Hutton  &  Company  Inc. 

Incorporated  Affiliate  of  Bache  &  Co.  Incorporated 

Kidder,  Peabody  &  Co.  Kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers 

Incorporated  Incorporated 

Loeb,  Rhoades  &  Co.     Merrill  Lynch,  Pierce,  Fenner  &  Smith     Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Salomon  Brothers  Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Oppenheimer  &  Co.,  Inc.  J.  Henry  Schroder  Wagg  &  Co.         Shearson  Hayden  Stone  Inc. 

Limited 

Robert  W.  Baird  &  Co.  Baring  Brothers  &  Co.  Basle  Securities  Corporation 

Incorporated  Limited 

Bateman  Eichler,  Hill  Richards  Bear,  Stearns  &  Co.  Cazenove  Inc. 

^  Incorporated 

Dominick  &  Dominick,  Johnston,  Lemon  &  Co.  Kleinwort,  Benson 

Incorporated  Incorporated  Incorporated 

McDonald  &  Company        Moseley,  Hallgarten  &  Estabrook  Inc.         The  Nikko  Securities  Co. 

International,  Inc. 

The  Ohio  Company        Piper,  Jaffray  &  Hopwood         The  Robinson-Humphrey  Company,  Inc. 

Incorporated 

Rotan  Mosle  Inc.  L.  F.  Rothschild  &  Co.  N  M  Rothschild  &  Sons 

Limited 

Shields  Model  Roland  Securities  Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 

Incorporated 

Tucker,  Anthony  &  R.  L.  Day       C.  E.  Unterberg,  Towbin  Co.       Warburg  Paribas  Becker  Inc. 
Wheat,  First  Securities,  Inc.  Wood,  Struthers  &  Winthrop  Inc. 

April  4, 1975 


The  Funds 


A  Plague  On  Both  Houses? 


W'ii  tfr's  in  il  for  us? 

That's  what  a  lot  of  mutual  fund 
shareholders  ought  to  be  asking  them- 
selves about  shaken  Wellington  Man- 
agement  Co.,  advisers  to  11  mutual 
funds  with  assets  of  $1.7  billion. 

In  the  go-go  Sixties,  the  Welling- 
ton funds  were  miserable  performers. 
They  were  an  old-fashioned  cross- 
sec  tion-of-America  mutual  funds.  The 
flagship  fund,  Wellington,  was  a  bal- 
anced fund,  a  type  that  has  not  stood 
the  test  of  time  well;  the  balance  be- 
tween equities  and  fixed  income,  in- 
stead of  protecting  stockholders  in 
times  of  panic,  gave  them  double  ex- 
posure—the wrong  way. 

To  bring  the  funds  abreast  of  the 
times,  Wellington's  founder,  Walter 
Morgan,  decided  to  bring  in  a  new 
group  of  money  managers.  He  ar- 
ranged in  1967  to  merge  his  invest- 
ment advisory  firm  with  Boston-based 
Thorndike,  Doran,  Paine  &  Lewis,  a 
firm  that  had  a  spectacular  record  in 
investment  counseling,  including  the 
red-hot  Ivest  Fund. 

Some  solution!  Like  the  New  York 
Central  and  the  Pennsylvania  Rail- 
road merger,  it  was  a  marriage  in 
name  only.  Some  Wellington  people 
stayed  in  Philadelphia,  later  moving 
into  a  new  $3.5-million  building  in 
Valley  Forge.  The  Boston  people  re- 
mained in  Boston.  They  communi- 
cated via  conference  telephone  calls, 
the  only  way  the  two  cool  and  dis- 
tant groups  could  ever  communicate. 

John  Bogle  was  Morgan's  hand- 
picked  successor,  becoming  chief  ex- 
ecutive officer  of  the  merged  compa- 
ny. That  didn't  sit  well  at  all  with 
the  ambitious  Boston  men. 

The  Philadelphia  people  and  the 
Boston  people  often  differed  sharply 
on  investment  philosophies.  The  Bos- 
ton group  believed  in  timing,  were 
willing  to  trade  in  and  out,  feeling 
as  they  did  that  fighting  the  tides 
was  a  sure  way  of  losing  money.  They 
preferred  to  ride  the  favorites,  shun 
the  cyclical,  out-of-favor  stocks.  But 
Philly-based  Windsor  and  Gemini 
funds  Manager  John  Neff  (Forbes, 
Jan.  15,  1974)  was  a  confirmed  con- 
trarian. Thus  when  Boston  wanted  to 
sell  or  avoid  a  stock,  Neff  might 
want  to  buy  it. 

In  January  1974,  the  Boston  group 
made  their  move,  seizing  control  of 
Wellington  Management  and  giving 
Bogle  his  walking  papers.  Bogle,  45, 
an  energetic  industry  spokesman,  was 


not  about  to  accept  defeat  without  a 
fight.  His  name  was  well  known 
among  the  shareholders  of  the  fund 
and  the  management  company.  Bogle 
mobilized  the  funds  for  a  fight  with 
Wellington  Management. 

The  result  was  a  compromise.  The 
managers  decided  to  split  the  cake  in 
two  parts.  The  Boston  group  kept  the 
real  frosting— the  money  management 
and  sales.  Bogle  and  the  Philadel- 
phians  kept  the  physical  management 
of  the  funds. 

Bogle  heads  a  new  organization, 
The  Vanguard  Group,  Inc.  Vanguard 
has  nothing  to  do  with  the  old  man- 
agement company,  which  remains 
under  control  of  the  Bostonians.  Van- 
guard belongs  to  the  funds  them- 
selves and  Bogle  is  now  just  an  em- 
ployee of  the  fund  shareholders— al- 
beit a  well-paid  one  at  probably  not 
much  below  his  former  $100,000-a- 
year  salary. 

All  this  requires  a  bit  of  explana- 
tion. A  mutual  fund  is  just  a  collec- 
tion of  securities.  Traditionally  funds 
are  run  by  a  management  company, 
which  takes  for  its  troubles  a  piece  of 
the  sales  commissions  and  an  annual 
fee,  based  on  the  assets  under  man- 
agement. These  management  con- 
tracts once  were  very  juicy  deals.  But 
in  recent  years  a  series  of  lawsuits 
have  loosened  the  degree  of  control 
the  management  company  has  over 
the  funds.  And  fund  shareholders 
always  have  had  the  power  to  throw 
out  the  management  group  and  re- 
place it  with  another.  Lower  per- 
centage fees  on  shrunken  assets  pro- 
duced the  dismal  bear  market  in  the 
shares  of  mutual  fund  management 
companies. 

The  new  Wellington-Vanguard  ar- 
rangement formalizes  this  separation. 
In  effect,  the  funds  will  run  them- 
selves administratively,  contracting 
with  the  Boston-controlled  Welling- 
ton Management  for  investment  man- 
agement and  distribution. 

However,  from  the  funds  share- 
holders' point  of  view",  about  the  only 
positive  result  of  the  new  arrange- 
ment is  that  it  lessens  the  chances  of 
the  management  and  fund  people 
being   sued   for   conflicts   of   interest. 

Bogle  says  the  move  will  save  the 
funds  $431,000  annually.  That's 
about  2  cents  a  year  on  every  $100  of 
asset  value.  Bogle  may  be  right  about 
the  saving.  But  if  the  ill  will  between 
Boston    and    Valley    Forge    persists, 


Bogle  of  Wellington 


those  savings  would  be  costly  indeed. 

Down  the  road  a  bit,  Bogle  might 
persuade  his  shareholders  to  kick  out 
the  Boston  boys  and  install  their  own 
internal  investment  management. 
This,  of  course,  would  be  expensive 
and  it  would  put  Bogle  out  on  a  limb. 
As  things  now  stand,  he  can  blame 
the  Boston  boys  if  investment  per- 
formance is  weak— and  weak  it  has 
been.  The  balanced  Wellington  Fund 
(assets:  $765  million)  whose  slug- 
gish performance  prompted  the  orig- 
inal merger,  is  still  sluggish,  getting  a 
wretched  D-C  rating  for  performance 
in  up  and  down  markets  in  the  latest 
Forbes  Annual  Mutual  Fund  Survey. 
The  Windsor  Fund  ($400  million) 
lost  less  money  last  year  (17%)  than 
did  the  mutual  fund  industry  (23%), 
but  its  five-year  record  has  only  been 
average.  The  growth-oriented  Ivest 
Fund  ($195  million)  has  one  of  the 
worst  five-year  records  in  the  indus- 
try. Only  Wellesley  Income  Fund 
($119  million)  has  performed  well 
compared  with  similar  funds. 

Thus,  of  the  Boston-Philadelphia 
infighting,  the  typical  Wellington 
shareholder  might  well  say:  A  plague 
on  both  your  houses.  Unless  peilm 
mance  improves,  more  and  more  "I 
the  shareholders  may  decide  to  vote 
with  their  feet,  and  both  contenders 
may  be  left  holding  empty   ha^s    ■ 
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HALF-PRICE  TRIAL  OFFER 


Put  Babson's  on  your 
Investment  Team  for  the  next 
Two  Months  for  only  $5. 


Here  is  a  great  opportunity  to  check  your  own  investment 
strategy  for  '75  with  Babson's  —  one  of  the  Country's  old- 
est and  largest  independent  investment  advisory  organiza- 
tions. 

Every  Monday  morning  for  two  full  months  you  will  get  pro- 
fessional investment  advice  on  the  market  —  buy,  hold  and 
sell  advice  on  stocks  in  the  news  —  industries  on  the  move. 
All  for  only  $5.00  —  half  the  regular  fee. 

You  will  join  the  thousands  of  Babson  clients  who  regularly 
receive  the  Investment  and  Barometer  Letter  in  the  U.S.  and 
in  many  other  Countries  throughout  the  world. 

The  famous  weekly  investment  service  with  the  familiar  blue 
border  carries  the  carefully  researched  investment  opinions 
of  the  entire  Babson  organization.  It  is  compiled  and  edited 
by  Babson's  highly  experienced  team  of  securities  analysts, 
industry  specialists,  economics  experts,  and  financial 
writers. 

YOUR  TWO-MONTH  TRIAL  SUBSCRIPTION  WILL  BRING 
YOU: 

•  BUY,  HOLD  AND  SELL  ADVICE  ON  SCORES  OF  STOCKS 
UNDER  THE  CONTINUOUS  SUPERVISION  OF  BABSON'S 
RESEARCH  DEPARTMENT. 

•  STOCKS  SELECTED  FOR  APPRECIATION,  GROWTH, 
SAFETY,  INCOME. 

•  RECOMMENDATIONS  ON  BONDS  AND  PREFERRED 
STOCKS. 

•  SAMPLE  INVESTMENT  PORTFOLIOS. 

•  INDUSTRY  REPORTS. 

•  TECHNICAL  MARKET  STUDIES. 

•  STOCK  CHARTS. 

•  INVESTMENT  STRATEGY. 

•  MARKET  TRENDS  AND  FORECASTS. 

•  NEWS  OF  NEW  PRODUCTS. 

ADDED  BONUS 

■  ■■        .  i 

BABSON'S   CURRENT   ADVICE   ON   50   OF   THE 
LARGEST  COMPANIES 

AS  A  SPECIAL  BONUS  YOU  WILL  ALSO  RECEIVE  BAB- 
SON'S PRESENT  BUY,  HOLD  OR  SELL  POSITIONS  ON 
STOCKS  OF  50  OF  THE  LARGEST  COMPANIES.  YOU 
WILL  BE  ABLE  TO  IMMEDIATELY  CHECK  YOUR  OWN 
THINKING  WITH  BABSON'S  ON  ALL  THESE  WIDELY  HELD 
STOCKS: 


GM 

SHELL  OIL 

ROCKWELL 

EXXON 

GOODYEAR 

OCCIDENTAL  PET. 

AT&T 

RCA 

FIRESTONE 

FORD 

CONT.  OIL 

DOW 

CHRYSLER 

INT.  HARVESTER 

McDONNELL-DOUG. 

GE 

LTV 

PHILLIPS  PET.              4 

TEXACO 

BETH.  STEEL 

XEROX                            ' 

MOBIL  OIL     • 

KODAK 

W.  R.  GRACE 

IBM 

AT.  RICHFIELD 

BEATRICE  FOODS 

IT&T 

ESMARK 

LOCKHEED 

GULF  OIL 

U.  CARBIDE 

MONSANTO 

STD.  OIL  CAL. 

TENNECO 

GEN.  FOODS 

U.S.  STEEL 

P  &  G 

LITTON 

WESTINGHOUSE 

KRAFTCO 

BORDEN 

STD.  OIL  IND. 

GREYHOUND 

U.  OIL  CAL. 

DU  PONT 

BOEING 

3M 

GEN.  TEL. 

CATERPILLAR 

SEARS 

PLUS  A  SPECIAL  REPORT  ON  GOLD  AND  SILVER 

THE  RECENT  CHANGE  IN  THE  LAW  ALLOWING  U.S.  CITI- 
ZENS TO  OWN  GOLD  HAS  SPARKED  FURTHER  INTEREST 
IN  GOLD  AS  WELL  AS  SILVER.  THIS  TIMELY  REPORT 
CONTAINS  BABSON'S  CURRENT  ADVICE  TO  INVESTORS 
WHO  WANT  TO  KNOW  WHAT  THEY  SHOULD  DO  NOW 
ABOUT  BUYING  OR  SELLING  GOLD  AND  SILVER. 

BABSON'S  REPORTS,  now  in  its  71st  year  of  continuous 
service  to  investors,  was  founded  in  1904  by  Roger  W. 
Babson.  In  its  long  history,  Babson's  has  acted  as  unbiased 
advisor  to  hundreds  of  thousands  of  investors  concerned 
with  the  investment  of  billions  of  dollars. 

In  order  to  remain  entirely  unbiased  we  have  confined  our 
business  to  the  providing  of  advisory  and  counseling  serv- 
ices. We  are  not  engaged  in  the  brokerage  business,  nor 
are  we  associated  in  any  way  with  mutual  funds.  Our  income 
is  derived  chiefly  from  clients'  fees.  We  are  in  no  way  de- 
pendent upon  commissions  from  the  buying  or  selling  of 
securities  of  any  kind.  Investment  advice  is  not  a  sideline 
with  us.  It's  a  full-time,  team  effort  on  the  part  of  our  large 
staff,  assisted  by  a  specially  programmed,  on-site  computer. 
Our  research,  advisory  and  computer  facilities  are  located 
on  our  own  grounds  covering  a  city  block  in  Wellesley  Hills, 
just  outside  of  Boston. 

The  Investment  and  Barometer  Letter  will  put  you  in  touch 
with  the  present  thinking  of  this  highly  experienced  invest- 
ment advisory  organization.  You  will  get  straight-forward, 
carefully  considered  investment  advice,  unhedged,  unbiased, 
sometimes  unpopular  —  but  always  with  the  facts  as  we 
know  them.  Our  judgments  and  opinions,  the  very  best  we 
are  capable  of,  will  be  yours  as  a  trial  subscriber  to  Babson's 
Investment  and  Barometer  Letter. 

Whether  you  are  an  experienced  investor,  or  just  starting, 
retired,  planning  to  retire,  or  in  years  of  maximum  earning 
power  —  we  believe  the  Investment  and  Barometer  Letter 
can  become  one  of  your  most  important  sources  of  com- 
petent, unbiased,  investment  advice. 

GUARANTEE 

WE  SINCERELY  BELIEVE  YOU  WILL  BE  PLEASED  WITH 
YOUR  TRIAL  SUBSCRIPTION.  HOWEVER,  IF  AT  ANY  TIME 
YOU  ARE  NOT  ENTIRELY  SATISFIED,  ME  WILL,  AT  YOUR 
REQUEST,  SEND  YOU  A  FULL  REFUND  BY  RETURN  MAIL 
—  FAIR  ENOUGH? 

Start  your  2-month  trial  subscription  today.  Simply  mail  this 
coupon  —  all  reports  sent  by  1st-class  mail. 


rflfflfc  Babson's  Reports  Inc. 

^^^    Wellesley  Hills,  Mass.  02181 


DEPT.  F-585 


Founded  in  1904  by  Roger  W.  Babson 

1  wish  to  take  advantage  of  Babson's  half-price  trial  offer 

2  months  for  only  $5.00.    Payment  enclosed. 

Name  

Street  &  No 

City State Zip 

This  subscription  will  not  be  assigned. 


Y>u  cant  lead  the  army 
without  the  brass. 


When  you're  out  to  sell  big  business, 
you've  got  to  sell  the  leaders.  They're  the 
ones  that  make  things  happen.  Sure  it's 
important  to  reach  the  troops,  but  many 
advertisers  must  go  to  the  very  top  to  sell 
their  products,  services  and  ideas  or  the 
battle  is  over  before  it  begins. 

One  way  or  another,  most  business  and 
corporate  advertising  is  targeted  to  the  top 
brass  of  the  top  companies.  After  all,  90%  of 
all  corporate  taxes  are  paid  by  just  1,500 
companies  in  America.  If  you  get  to  the 
leaders  controlling  the  action  in  these 
companies,  you've  got  a  fighting  chance 
that  your  campaign  will  be  a  success. 

But  if  you  rely  on  syndicated  research  to 
tell  you  which  publications  the  top 
executives  in  America's  largest  corporations 
read,  you're  not  going  to  get  much  help. 
After  all,  if  these  executives  aren't 


adequately  represented  in  their  samples, 
how  can  they  be  projected  into  reliable 
results? 

The  1974  Starch  Elite  Study  measured 
upscale  readers.  An  "Elite"  household  is 
one  headed  by  a  professional/managerial  or 
business  owner,  with  an  income  of  $15,000 
or  more.  Hardly  a  study  focused  on  top 
management  in  big  business. 

Starch  results  show  that  FORBES  is  far 
more  efficient  than  Business  Week,  Fortune 
or  any  of  the  newsweeklies  for  reaching 
male  household  heads  earning  $50,000  or 
over  employed  as  managers  or  officials  in 
companies  with  1,000  or  more  employees. 
This  measurement  is  about  as  close  as  we 
can  come  in  the  Starch  Elite  Study  to 
identifying  this  major  management  target. 
However,  the  fact  remains  that  the  study 
had  just  38  such  executives  in  its  sample. 
Not  nearly  enough  interviews  for  reliable 
results. 

But  FORBES  has  done  the  drill. 

The  independent  research  firm  of  Erdos 
and  Morgan  has  regularly  studied  the  top 
brass  in  the  largest  companies  in  America. 
In  survey  after  survey  they  have  found  that 
more  corporate  officers  in  these  companies 
read  FORBES  regularly  than  read  Business 
Week  or  Fortune  or  Time  or  Newsweek  or 
U.S.  News.  And  this  has  been  confirmed 
recendy  by  a  tabulation  of  Opinion  Research 
Corporation  Executive  Caravan  data 
showing  which  magazines  are  read  regularly 
by  officers  in  headquarters  of  the  500 
largest  industrials. 

As  the  battle  gets  tougher,  shouldn't  you 
be  in  touch  with  the  brass? 

FORBES:  CAPITALIST  TOOL 


The  Forbes  Index 
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Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of   Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt' 
(federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services'  (U.S    Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning'  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  oti?  (U.S. 
Dept    of  Labor  initial  unemployment  claims) 


Market  Comment 


Invest  in  Assets 


By  L.  O.  Hooper 


The  stock  market  has  gone  up  faster 
and  further  than  most  of  us  expected, 
and  some  consolidation  is  in  order. 
Over  a  period  of  time,  of  course,  the 
outlook  is  for  still  higher  prices.  Some 
stimulation  to  the  economy  and  to 
business  sentiment  is  bound  to  come 
from  the  distribution  of  income  tax 
refunds  along  with  special  social  se- 
curity benefits. 

No  do.ubt  there  will  be  many  sur- 
prises, but  there  are  some  relative  cer- 
tainties. One  is  that  the  savings  & 
loan  companies  must  do  better  as 
savings  from  personal  income  flow  in- 
to their  coffers  and  reduce  the  cost  of 
money  in  use.  Another  is  that  coal- 
mining companies'  income  will  in- 
crease as  we  slowly  begin  to  tap  our 
most  immense  energy  reserve.  Prob- 
ably paper-company  profits  will  re- 
spond to  reduced  inventories.  It  is 
probable,  too,  that  automobile  sales 
will  increase,  and  that  the  auto  in- 
dustry has  seen  the  worst. 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


Looking  further  ahead,  it  is  inevi- 
table in  this  welfare  state  that  the  in- 
crease in  transfer  payments  (social 
security,  unemployment  insurance  and 
numerous  other  benefits)  will  add  ab- 
solutely nothing  to  the  economy's  pro- 
duction of  goods  and  services,  but 
will  add  to  the  demand  for  every- 
thing. Thus  inflation  is  sure  to  contin- 
ue and  to  increase.  Investors  should 
be  putting  more  emphasis  on  physi- 
cal assets,  especially  assets  which  have 
a  good  earnings  potential. 

Solid  Value 

Surely  in  theory,  and  for  the  most 
part  in  fact,  such  things  as  oil  re- 
serves, coal  reserves,  growing  timber 
and  often  land  and  buildings  have  a 
value  which  inflation  doth  not  cor- 
rupt. In  the  big  inflations  of  the  past, 
such  things  in  the  long  run  have  been 
a  hedge  against  poverty  for  those 
who  own  them.  Even  if  they  are 
mortgaged,  or  have  other  debt  ahead 
of  them,  there  is  often  an  ad- 
vantage, since  the  debts  can  be  elim- 


inated  through   payment   in   depreci- 
ated money. 

A  mechanical,  and  faulty,  way  to 
approach  this  is  to  buy  stocks  where 
the  balance-sheet  asset  value  is  high 
in  relation  to  the  price,  or,  stated  an- 
other way,  to  buy  issues  which  have 
a  high  book  value.  The  fallacy  here 
is  that  the  carrying  book  value  of 
physical  assets  often  bears  little  rela- 
tion to  actual  values.  Western  Union 
(13),  for  instance,  has  a  book  value 
of  around  $40  a  share;  but  the  earn- 
ing power  of  its  property  is  doubt- 
ful. On  the  other  hand,  Kennecott 
Copper  (38)  is  selling  at  not  far  from 
book  value,  but  that  figure  is  far  un- 
der a  replacement  value  of  ore  in  the 
ground,  surface  plant  and  the  com- 
pany's equity  in  Peabody  Coal. 

I  have  no  idea  just  when  the  in- 
vestment community  will  begin  to 
realize  it,  but  certain  stocks  have  a 
potential  in  an  inflationary  economy. 
Among  these  are  International  Paper 
(47)  and  Crown  Zellerbach  (33); 
Georgia-Pacific  (41)  and  Weyer- 
haeuser (36);  Kennecott  (38)  and 
Neivmont  Mining  (23);  Pittston  (59) 
and  American  Smelting  (18);  Bur- 
lington Northern  (34)  and  Uiiion 
Pacific  (71);  Kerr-McGee  (80)  and 
Louisiana  Lands  (22);  Newhall 
Land  (8)  and  Castle  ir  Cooke  (15); 
Exxon  (79),  Standard  Oil  of  Cali- 
fornia (25)  and  depressed  Amerada 
Hess  (17);  O'Okiep  Copper  (52)  and 
a  host  of  less  well-known  equities.  In 
most  cases,  book  value  is  far  below 
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LARGE  CASH  RETURN 
from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     *    •    * 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  ail  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•  •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505— 6230507 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  %  to  %  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  Catalog! 

EMPIRE  DIAMOND  CORP.,  DepU46^6ihl\. 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

Name 

j    Address Zip 


BEAT  THE 

DICE  TABLES 

Make  Dough  . . .  Like  a  "PRO"  - 
\    \       in  all  Legalized  Casinos 

Double-Your-Money-Back-Guarantee!         ' 

Place  only  5  bets.  All  numbers  are  in  ycur  favor 

including  7  ...  2,  3,  4,  5,  6,  7,  8,  9,  10,  11    12' 

You  win  every  roll!— Free  details 

M.  C.  CORBIN  CO.,  Dept.  FO-3 

_  P.O.  Box  869,  Radio  City  Station,  N.Y.  10019  _ _ 


the  cost  of  replacing  and  reassem- 
bling. How  much  do  you  think  it 
would  cost,  for  instance,  to  replace 
the  assets  of  U.S.  Steel  (61)  or  Gen- 
eral Motors  ( 43 )  ? 

And  don't  overlook  the  fact  that  the 
cost  of  reproducing  any  of  these  com- 
panies is  going  up  every  day.  These 
are  things  day-to-day  and  month-to- 
month  traders  in  stocks  think  little 
about;  but  in  the  long  run  real  in- 
vestors are  not  likely  to  ignore  them. 

Among  the  neglected-asset  values, 
which  are  intriguing  to  study  in  spite 
of  all  the  delays  and  uncertainties 
surrounding  them,  are  some  of  the 
divisional  first  mortgage  bonds  of  the 
Penn  Central  system,  now  long  in  de- 
fault. Pennsylvania  Railroad  4/2S  of 
1981  (13)  and  New  York  Central  4s 
of  1998  (9)  are  examples  of  mort- 
gages on  essential  parts  of  a  rail  sys- 
tem necessary  to  the  economy  of  the 
nation.  We  don't  know  how  they  will 
fare  in  an  eventual  reorganization,  but 
the  property  back  of  them  is  strategi- 
cally important.  Such  bonds,  of 
course,  provide  no  income,  are  very 
long-pull  speculations  in  a  senior  legal 
claim,  and  demand  much  intelligent 
digging  and  years  of  patience. 

Betting  On  The  Bureaucracy 

Those  who  are  willing  to  consider 
an  off-the-beaten-track  stock  of  a  still 
small  but  recently  rapid  growing  com- 
pany should  take  a  look  at  Duplex 
Products,  Inc.,  which  sells  on  the 
American  Stock  Exchange  at  around 
22.  This  company  makes  business 
forms,  especially  custom  and  off-the- 
shelf  forms  for  computers.  This  makes 
me  think  of  it  as  a  commitment  in 
bureaucracy.  It  has  less  than  a  mil- 
lion shares  outstanding,  a  book  value 
of  around  $18,  a  long-term  debt  of 
less  than  $6  million,  is  selling  at 
around  3.7  times  last  year's  net  of 
$5.41  a  share,  and  pays  60  cents  per 
annum.  The  recent  earnings  record  is 
unusual.  Profits  were  $1.68  a  share 
in  fiscal  1973,  $5.41  a  share  in  fiscal 
1974,  and  in  the  quarter  ended  Jan. 
31  net  was  $1.56  a  share,  vs.  44  cents 
in  the  same  quarter  a  year  ago.  Sales 
were  $35.7  million  in  fiscal  1972,  $47 
million  in  fiscal  1973  and  $72.3  mil- 
lion in  fiscal  1974. 

No  one  customer  takes  as  much  as 
5%  of  the  company's  products,  nor  is 
any  one  industry  outstandingly  im- 
portant in  the  company's  business. 
Duplex  is  reputed  to  be  the  fourth- 
largest  company  in  its  field,  and  of 
course  it  has  competition.  It  probably 
will  not  sell  at  a  high  P/E  because 
of  its  limited  market  and  because  rep- 
resentative stocks  of  this  industry  for 
some  reason  never  seem  to  command 
high  multiples.  So  far  as  I  know,  no 
other  business-forms  company  of  any 


considerable  size  has  grown  as  rapid- 
ly in  the  last  two  years.  The  market 
in  the  stock  is  hardly  big  enough  to 
make  it  attractive  to  institutions. 

The  savings  &  loan  companies,  es- 
pecially those  in  California,  seem  to 
be  gaining  deposits  even  faster  this 
year  than  they  lost  thrift  accounts  in 
1974.  This  permits  them  to  pay  off 
high  interest  loans  to  the  Federal 
Housing  Loan  Bank  and  have  more 
money  available  for  home  mortgages. 
While  home  mortgage  rates  have 
eased  a  little,  the  margin  of  profit  be- 
tween thrift-account  costs  and  mon- 
ey loaned  on  mortgages  is  increasing. 
Slow  loans  are  small,  because  de- 
velopment and  construction  loan  ac- 
commodations are  kept  to  a  minimum. 
S&Ls  have  none  of  the  troubles  of 
the  REITs  (real  estate  investment 
trusts ) . 

One  thing  that  interests  me  about 
the  S&Ls  is  that  most  of  them  are 
selling  below  realistic  book  values, 
and  this  may  lead  to  some  merger 
activities.  Already  negotiations  are 
under  way  for  a  merger  of  Golden 
West  Financial  (12)  and  Transworld 
Financial  (9).  Some  of  the  larger 
companies  are  H.F.  Ahmanson  (9), 
Gibraltar  Financial  (9),  Financial 
Federation  (11),  First  Charter  (11) 
and  Great  Western  Financial  (16). 
There  was  a  good  story  about  this  in- 
dustry on  page  43  of  the  Mar.  15 
issue  of  Forbes. 

An  analyst  who  is  one  of  the  best 
informed  on  forest  products  compa- 
nies suggests  that  those  firms  with  a 
strong  emphasis  on  paper  may  wit- 
ness an  improvement  in  business  and 
profits  earlier  than  those  with  a  high- 
er concentration  in  lumber  and  build- 
ing products.  He  contends  that  the 
important  paperboard  statistics  sug- 
gest an  early  completion  of  inventory 
liquidation  which  should  lead  to  an 
early  end  of  paper  price  shading  all 
along  the  line.  He  also  feels  that  any 
big  improvement  in  the  demand  for 
building  industry  supplies  and  ma- 
terials is  much  further  away.  With 
that  in  mind,  it  follows  that  stocks 
like  International  Paper  (47),  St. 
Regis  (26)  and  Crown  Zellerbach 
(33)  may  perform  better  more  quick- 
ly than  issues  like  Georgia-Pacific 
(41)  and  Weyerhaeuser  (36). 

Just  for  emphasis,  I  would  like  to 
conclude  by  saying  that  I  look  for 
a  better  news  environment  in  late 
May  and  in  June  than  we  had  in 
April.  At  the  same  time,  I  would  ex- 
pect the  next  phase  of  the  bull  mar- 
ket to  be  less  active  and  more  selec 
tive  than  the  initial  phase.  On  the 
charts  there's  historic  congestion  be- 
tween 800  and  870.  The  market  prob- 
ably won't  sail  through  that  level  as 
fast  as  it  moved  from  600  to  750.  ■ 
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Let  Value  Line  Help  You  Identify 

THE  NEW  GENERATION  of 

STOCK  MARKET  "STARS" 

And  why  Value  Line  believes  the  best 
profit  opportunities  are  yet  to  come 
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(More  than  1660  stocks) 
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Investors  who  did  not  participate  in  the  stock 
market's  initial  upsurge  from  its  bottom  may 
feel  that  they  have  missed  the  boat  —  that  the 
big  opportunities  have  passed  them  by.  Value 
Line  emphatically  disagrees. 

Take  a  look  (above)  at  the  Value  Line  Com- 
posite Average  of  more  than  1550  stocks. 
While  it  is  up  significantly  from  its  bottom, 
the  average  would  have  to  go  up  more  than 
50%  from  its  present  level  (as  of  March  14) 
just  to  get  back  to  its  1961  starling  point  — 
and  up  more  than  185%  to  regain  its  1968 
high. 

The  Dow  Jones  Industrial  Average,  in  our 
judgment,  could  well  approach  the  2000  level 
within  the  next  3  to  5  years  —  a  long-term 
potential  that  dwarfs  any  advantage  that 
might  be  gained  by  guessing  right  on  the  short- 
term  reversals  along  the  way. 

In  a  generally  rising  market,  it  is  hardly  a 
measure  of  success  to  hold  more  stocks  that  go 
up  than  go  down.  The  serious  investor  wants 
stocks  which  will  do  a  lot  better  than  the 
market  as  a  whole.  Which  brings  us  to  the 
Value  Line  system  of .  .  . 

RANKING  1550  STOCKS 
FOR  THE  NEXT  12  MONTHS 

The  Value  Line  Investment  Survey  continual- 
ly ranks  more  than  1 550  leading  stocks  — 
each  relative  to  all  the  others  —  for  Probable 
Market  Performance  in  the  Next  12  Months. 
Here  is  how  the  ranks  work: 

100  slocks  are  ranked  1  (Highest) 
300  stocks  are  ranked  2  (Above  Average) 
750  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below  Average) 
100  stocks  are  ranked  5  (Lowest) 
In   stocks  ranked    I   (Highest),   we   find  the 
probability  that  they  will  go  up  more  —  or 
down  less  in  a  falling  market  —  than  the 
stocks  in   lower-ranked  groups.  And  so  on, 
down  to  the  stocks  ranked  5  (Lowest)  which 
are  expected  to  go  up  less,  or  down  more,  than 
all  the  others. 
IMPORTANT  WARNING 
Of  course,  no  system  can  guarantee  a  profit  or 
eliminate  the  possibility  of  losses.  And  not 
every  stock  will  always  perform  exactly  in  ac- 
cordance with  its  Value  Line  rank. 

However,*  during  the  10  years  since  this 
ranking  system  was  introduced,  such  a  large 
majority  of  stocks  have  performed  in  line 
with  their  Value  Line  ranks  that  we  believe  no 
serious  investor  can  intelligently  afford  to  be 
without  this  continuing  help. 

THE  NEW  GENERATION  OF 
STOCK  MARKET  "STARS" 

The  new  generation  of  stock  market  "star" 
performers  in  the  months  directly  ahead,  is, 
we  believe,  likely  to  come  largely  from  the 
small  minority  of  stocks  currently  ranked  1 
(Highest)  or  at  least  2  (Above  Average)  by 
Value  Line  for  relative  Probable  Market  Per- 
formance in  the  Next  12  Months. 

Here  are  some  other  points  of  possible  in- 
terest about  the  100  stocks  —  most  of  them  on 


the  New  York  Stock  Exchange  —  which  are 
currently  ranked  Highest  for  next-12-months 
Performance  (Value  Line  Survey  March  14, 
1975): 

•  Their  prices  average  less  than  $16  a 
share  —  down  more  than  65%  on 
average  from  their  respective  highs  of 
the  past.  More  than  a  third  of  the  100 
stocks  are  in  the  $4  to  $10  price  range. 

•  Their  Price/Earnings  ratios  average 
5.8  —  in  contrast  to  their  average  "nor- 
mal" P/E's  of  more  than  14.  Of  the 
100  stocks,  29  are  selling  at  only  2 
limes  to  4  times  earnings. 

•  Their  yields  range  up  to  10%  and 
higher.  A  third  of  the  100  stocks  offer 
yields  of  5%  or  more. 

•  Based  on  our  current  estimates  of  their 
future  earnings  and  P/E  ratios,  the 
average  3-to-5-year  Appreciation 
Potentiality  of  these  100  stocks  works 
out  to  well  over  100%.  A  fourth  of 
ihem  are  in  the  200%  to  400%  range. 

•  The  100  Highest-ranked  stocks  come 
from  32  different  industry  groups  — 
which  suggests  to  us  that  the  market 
ahead  will  be  highly  selective. 

WHAT  ABOUT  SAFETY? 

As  we  have  stated.  Value  Line  expects  the 
general  trend  of  the  market  to  be  upward  over 
the  next  several  years.  Moreover,  the  existence 
of  a  serious  recession  is  not  necessarily  bad 
news.  Typically,  market  uptrends  have  gotten 
started  —  or  have  continued  —  right  in  the 
midst  of  economic  recessions. 

But  we  could  he  wrong  about  the  slock 
market  at  this  time.  So  in  planning  your  in- 
vestment action  be  sure  to  take  careful  ac- 
count of  the  risks. 

Value  Line  regularly  ranks  the  1550  stocks 
under  review  —  each  relative  to  all  the  others 
—  for  investment  Safety.  The  ranks  range 
from  I  (Highest)  down  to  5  (Lowest).  The 
Safety  rank  primarily  reflects  the  degree  to 
which  a  stock  typically  fluctuates  around  its 
own  long-term  price  trend.  The  greater  the 
price  stability,  the  higher  the  Safety  rank. 

UPDATED  EVERY  WEEK 

Every  week  —  for  EACH  of  more  than  1550 
slocks  —  the  Value  Line  Survey  updates  .  .  . 

a)  Rank  for  Probable  Market  Perfor- 
mance in  the  Next  12  Months; 

b)  Rank  for  investment  Safety; 

c)  Estimated  Yield  in  the  next  12 
months; 

d)  Estimated  Appreciation  Potentiality  in 
the  next  3  to  5  years; 

e)  Latest  Price,  earnings,  P/E  and  divi- 
dend data. 

In  addition,  each  of  the  more  than  1550  stocks 
is  the  subject  of  a  comprehensive  new  full-page 
report  at  least  once  every  three  months  —  in- 
cluding 23  series  of  vital  financial  and 
operating  statistics  going  back  10  years  and 
estimated  3  to  5  years  into  the  future. 


HOW  TO  PARTICIPATE 

To  help  you  lake  maximum  advantage  of  the 
emerging  slock  market  opportunities  —  to 
help  you  identify  the  new  generation  of  stock 
market  "stars"  with  your  eyes  wide  open  to 
the  risks  involved  —  we  invite  you  to  accept 
the  following  special  offer: 

SPECIAL  $25  OFFER 

You  can  now  receive  the  complete  Value  Line 
Investment  Survey  for  the  next  10  weeks  for 
only  $25.  Your  introductory  trial  includes  .  .  . 
EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (24  pages) . . .  showing 
the  current  ratings  of  more  than  1550  stocks 
for  future  relative  Price  Performance  and 
Safely  —  together  with  their  Estimated  Yields 
and  the  latest  earnings,  dividends  and  P/E 
data. 

EVERY  WEEK  a  new  RATINGS  & 
REPORTS  section  (144  pages) . . .  with 
full-page  analyses  of  about  1 20  stocks.  All 
1 550  stocks  are  thus  covered  every  1 3  weeks. 
EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (4  pages) . . .  with  a 
detailed  analysis  of  an  Especially 
Recommended  Stock  —  plus  a  wealth  of  in- 
vestment background  including  the  Value  Line 
Average. 

PLUS  THIS  BONUS  . . .  Value  Line's  com- 
plete 1800-page  Investors  Reference  Service 
(sold  separately  for  $35),  with  our  latest  full- 
page  reports  on  all  stocks  under  review  —  ful- 
ly indexed  for  your  immediate  reference. 
MONEY  BACK  GUARANTEE 
You  take  no  risk  accepting  this  special  offer. 
If  you  are  not  completely  satisfied  with  the 
Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full  re- 
fund of  your  fee. 

To  accept  this  invitation  —  which  is  open  to 
new  trial  subscribers  only  —  mail  the  coupon 
today. 


W  The  Value  Line 

Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc. 
5  East  44th  Street, 
New  York,  N.Y.  10017 

□  Enter  my  1 0-week  trial  subscription  to 
The  Value  Line  Investment  Survey  for 
only  $25.  My  payment  is  enclosed. 

□  I  prefer  one  year  (52  issues)  of  Value 
Line  for  $248. 

□  $248  Payment  enclosed 

□  Bill  me  for  $248 

N.Y.  residents  please  add  applicable  sales 
tax.  216F01 

Signature    

Name 


(please  print) 


Address 


I 

I   City. 


.State. 


^ip 


|    (Subscription  lux-deductible  and  not  assignable  without 
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your  consent.  Foreign  rales  available  on  request.) 
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Stock  Comments 


What  To  Tell 
Your  Future  Widow 

By  Heinz  H.  Biel 


It  is  an  undeniable  actuarial  fact  that 
what  in  prefeminist  days  was  called 
the  weaker  sex  has  the  habit  of  sur- 
\  ivmg  us  males.  Unless  our  spouses 
have  some  investment  experience  of 
their  own  or  we  have  taught  them 
how  to  adjust  to  being  widows,  we 
should  leave  to  them  not  only  a  well- 
thought-out  will,  but  also  some  in- 
structions on  what  to  do  with  the 
life  insurance  proceeds  and  the  nest 
egg  we  have  managed  to  accumulate 
over  the  years. 

I  am  not  talking  about  the  very 
rich.  Usually  they  have  made  ade- 
quate provisions  by  setting  up  trusts 
to  be  managed  by  investment  coun- 
sellors of  proven  competence  or  the 
trust  departments  of  banks.  They  don't 
need  our  advice.  I  have  in  mind  the 
large  number  of  upper-middle-class 
Americans  whose  estates  may  be  a  few 
hundred  thousand  dollars.  They  have 
a  far  more  difficult  time  getting  good 
advice  that  is  experienced,  unbiased 
and  tailored  to  suit  the  individual's 
needs.  These  needs  obviously  vary 
greatly  from  one  family  to  the  other, 
depending  not  only  on  how  much 
money  is  available,  but  also  on  age, 
state  of  health,  family  status,  etc.  of 
the  surviving  spouse. 

Part  Of  A  Pot 

Unfortunately,  few  investment  ad- 
visers can  afford  to  give  the  same  care 
to  small  accounts  with  a  few  hundred 
thousand  dollars  that  they  can  lavish 
on  those  with  well  over  a  million  dol- 
lars. More  often  than  not  the  smaller 
account  will  be  administered  as  part 
of  a  big  pot,  where  by  sheer  necessity 
little  attention  can  be  given  to  the 
specific  requirements  of  the  individ- 
ual. After  all,  it  makes  a  great  deal 
of  difference  whether  one  has  to 
consider  a  life  expectancy  of  ten  years 
or  of  30  years.  I  am  sure  there  are 
exceptions.  Good  and  conscientious 
counsellors  are  not  easy  to  find. 

Even  though  I  am  a  stockbroker 
myself,  I  would  have  misgivings  hav- 
ing my  future  widow  entrust  what- 
ever is  left  to  her  to  the  tender  lov- 
ing care  of  a  stockbroker.  I  know 
many  brokers  who  are  excellent  in 
their  judgment,  who  take  meticulous 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


care  of  the  needs  of  their  clients  and 
who  are  most  careful  to  avoid  even 
the  remotest  suspicion  of  conflicts  of 
interest.  Unfortunately,  such  people 
are  the  exception  rather  than  the  rule; 
and  if  you  find  one,  you  have  to  keep 
in  mind  that  he  is  human.  He'll  be 
getting  older  and  may  retire  and, 
eventually,  he  will  die.  What  then? 

Last,  but  certainly  not  least,  are 
the  banks,  which  welcome  you  with 
open  arms  and  the  appropriate  pomp 
and  circumstance.  You  cannot  help 
but  be  impressed  by  the  depth  of  their 
experience,  and  their  knowledge  and 
their  resources,  and  you  can  be  as- 
sured that  these  trust  departments 
will  be  there  forever.  Well,  after  a 
small  committee  has  questioned  you 
intelligently  and  in  depth,  it  will  as- 
sign to  you  a  charming  young  trust 
officer  who  knows  all  about  you  and 
who  will  give  his  personal  attention 
to  your  problems  and  your  needs.  So 
far  so  good.  The  trouble  is  that  if  the 
young  man  is  as  good  as  he  seems,  he 
will  soon  move  ahead,  and  you'll 
get  a  new  one.  He,  too,  may  be  good, 
but  he  doesn't  know  you  and  he  prob- 
ably has  not  had  the  time  to  read 
your  file  from  A  to  Z.  An  elderly  lady 
I  know  had  to  "break  in"  three  new 
men  over  a  four-year  period. 

The  banks'  investment  performance 
is  a  matter  of  record.  What  they  have 
done  to  some  pension  funds  in  recent 
years  is  rather  gruesome,  but  other 
institutional  and  private  investors  also 
have  done  things  of  which  they  can't 
be  proud.  However,  what  some  banks' 
trust  departments  have  done  to  in- 
dividuals is  difficult  to  understand  and 
even  more  difficult  to  excuse.  Here  are 
examples  from  three  major  New  York 
City  banks:  1)  For  one  investor  who 
did  not  want  to  speculate,  the  bank 
bought  TelePrompTer  above  30.  This 
year's  low  was  1%.  TP  had  never  paid 
a  dividend.  2)  Another  bank  bought 
a  REIT  in  the  60s;  recent  low  4K. 
This  stock  was  bought  to  bolster  the 
income.  3)  Most  trust  departments 
tend  to  remain  wedded  to  their  "ves- 
tal virgins."  Any  suggestions  outside 
their  "approved"  list  is  shrugged  off 
with  a  "Sorry,  but  we  don't  follow 
that  stock."  It  is  my  impression,  based 
on  manv  years  of  experience,  that,  at 
least  in  New  York  City,  the  smaller 


investor  is  treated  the  way  the  air- 
lines treat  coach  passengers;  the  red 
carpet  is  for  those  with  "real"  money. 

Little  Care,  No  Tees 

I  do  not  know  of  a  perfect  solu- 
tion to  a  widow's  problems,  but  the 
following  approach  should  go  far  to 
meet  her  requirements.  It  involves  a 
minimum  of  care  and  supervision, 
Without  fees  or  other  charges.  I  would 
place  10%  into  a  "money  fund,"  such 
as  Dreyfus  Liquid  Assets,  Reserve 
Fund,  Fidelity  Daily  Income,  etc. 
These  funds  have  instant  liquidity, 
making  it  possible  to  keep  the  balance 
in  the  checking  account  at  the  lowest 
working  level,  and  they  usually  pay 
more  than  one  can  get  at  the  savings 
bank.  This  10%  is  the  liquid  reserve. 

Another  20%  should  go  into  inter- 
mediate-term (eight  to  ten  years) 
bonds,  rated  not  lower  than  AA  and 
preferably  listed  on  the  New  York 
Stock  Exchange.  Such  bonds  pay  bet- 
ter than  8%  at  present. 

I  would  invest  the  remaining  70% 
in  three  or  four  closed-end  investment 
trusts.  I  prefer  them  over  mutual 
funds,  regardless  of  whether  they  are 
no-load  or  load,  because  any  open- 
end  fund  wants  to  sell  more  shares, 
and  therefore  may  be  unduly  perfor- 
mance-oriented. This  can  be  danger- 
ous, as  we  have  seen  in  recent  years. 
Closed-end  funds  also  want  to  do  a 
good  job,  but  they  are  not  under  the 
same  pressures  as  the  mutuals. 

My  suggestions  are  Niagara  Share 
Corp.,  Lehman  Corp.,  Tri-Continental 
Corp.  and  General  American  Inves- 
tors. All  of  them  have  done  better 
in  the  past  decade  than  the  S&P  500 
stock  average,  which  declined  19%. 
During  the  same  period  Niagara 
Share  gained  27%;  Lehman  gained 
13%;  Tri-Continental  lost  4%  and  Gen- 
eral American  Investors  gained  12%. 
Usually  these  funds  make  it  possible 
to  draw  out  a  fixed  sum  every  quar- 
ter or  so,  regardless  of  income  and 
capital  gains  distributions,  which 
makes  budgeting  easier  for  the  wid- 
ow. Obviously  withdrawals  should  be 
kept  within  limits,  depending  on  the 
widow's  age  and  other  factors. 

Whereas  mutual  funds  are  offered 
at  net  asset  value  or  at  net  asset  value 
plus  the  load,  all  closed-end  stock 
funds  are  selling  at  more  or  less  siz- 
able discounts: 


Net  Asset 

Stock 

Company 

Value 

Price 

Discount 

Gen.  Amer.  Inv. 

$11.96 

9 

25% 

Lehman  Corp. 

13.43 

11 

18 

Niagara  Share 

12.99 

12 

8 

Tri-Continental 

21.85 

19 

10 

All  four  of  the  closed-end  Funds 
have  been  in  existence  for  over  45 
years.  Acquisition  cost  is  only  the  reg- 
ular stock  exchange  commission.   ■ 
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Technician's  Perspective 

Yellow  Light 


By  John  W.  Schulz 


The  money  markets  last  month  had 
another  one  of  their  convulsions;  in 
fact,  there  was  something  of  a  panic 
in  the  bond  market.  Experts  debated 
over  whether  massive  borrowing  by 
the  Treasury  to  finance  record  federal 
deficits  would  crowd  out  business  bor- 
rowers seeking  to  fund  short-term 
bank  loans  and  eventually  to  finance 
rising  output  in  a  recovering  econo- 
my. With  academic  degrees  and  rep- 
utations just  about  equally  impressive 
on  both  sides  of  the  argument,  inves- 
tors were  hard  put  to  decide  which 
school  of  thought  had  the  better 
chance  of  being  right. 

My  own  view  is  that  we  can  prob- 
ably count  on  the  Federal  Reserve  to 
prevent  a  crunch.  On  the  other  hand, 
the  prospect  of  heavy  public  and  busi- 
ness borrowing  suggests  that  the  next 
significant  trend  in  short-term  interest 
rates  will  be  at  least  moderately  up- 
ward, with  long-term  rates  remaining 
relatively  high.  If  so,  the  stock  mar- 
ket will  have  to  manage  without  the 
stimulus  of  falling  short-term  interest 
rates,  which  could  account  for  much 
of  its  wide  price  recovery  from  last 
year's  lows. 

This  relationship  between  short- 
term  rates  and  stock  prices  can  be 
tracked  by  observing  changes  in  the 
volume  of  large-denomination  certifi- 
cates of  deposit  issued  by  large  com- 
mercial banks.  These  CDs  were,  and 
no  doubt  still  are,  a  favorite  haven 
for  major  stock  market  participants' 
reserve  buying  power.  Rates  paid  by 
banks  for  these  time  deposits  rose  from 
about  8%  in  February  1974  to  over 
12.5%  in  July  and  remained  above  12% 
until  about  mid-September.  As  a  re- 
sult, CD,  volume  rose  during  this  pe- 
riod by  some  $23  billion;  it  can  no 
doubt  be  assumed  that  a  presumably 
significant  part  of  that  sum  was  with- 
held from  the  stock  market.  About  $4 
billion  of  this  increment  went  on  the 
banks'  books;  the  rate  for  CDs  held 
at  or  above  .12%,  while  the  stock  mar- 
ket staged  a  panicky  collapse  from 
early  August  to  early  October  (Dow 
803-573). 

With   the  rate   then   falling  to   un- 
der 9%,  CD  volume  shrank  about  $2 
billion,  and  stock  prices  rallied  sharp- 
Mr.   Schulz  is  a  senior  partner  in  the  NYSE  firm  of 
Brean  Murray  &  Co.  Inc. 


ly  (Dow  573-693)  until  early  Novem- 
ber. But  thereafter  the  interest  rate 
went  back  up  to  about  9.5%  and  held 
above  9%  through  the  end  of  the  year; 
during  this,  phase,  CD  volume  grew 
about  $6  billion,  and  the  stock  mar- 
ket went  into  another  tailspin  (Dow 
693-570).  Starting  in  early  January, 
CD  rates  fell  again,  to  about  6%  in 
mid-March,  as  the  outstanding  CD 
total  contracted  by  $5  billion;  the 
market  shot  up  from  570  to  796.  Sub- 
sequently, the  CD  rate  firmed  some- 
what, CD  volume  increased  about  $1 
billion,  and  the  Dow  fell  back  to  731. 

Interest-Rate  Conscious 

What  strikes  me  as  particularly  in- 
triguing is  that,  after  all  these  gyra- 
tions, the  volume  of  outstanding  cer- 
tificates of  deposit  was  just  about 
where  it  was  in  late  August,  and  so 
was  the  Dow.  While  there  is  no  way 
of  demonstrating  how  many  CD  dol- 
lars actually  sloshed  into  and  out  of 
the  stock  market  during  the  past  eight 
months,  the  parallelism  with  stock 
prices  is  almost  certainly  not  coinci- 
dental: It  reflects  the  behavior  of  in- 
terest-rate sensitive,  big-money  inves- 
.tors  during  a  selling  panic  and  a  sub- 
sequent buying  stampede. 

But  more  important,  in  my  opinion, 
it  can  suggest  that  the  bulk  of  the 
multibillions,  which  investors  with- 
drew or  withheld  from  the  stock  mar- 
ket and  socked  away  in  interest-bear- 
ing money-market  instruments  during 
the  months  before  the  1974  panic,  still 
remains  on  the  sidelines.  On  the  one 
hand,  you  can  argue  that  here  is  more 
than  enough  ammunition  to  support  a 
Kg,  sustained  bull  market.  On  the  oth- 
er hand,  it  seems  indisputable  that 
more  investors  are  more  interest-rate 
conscious  than  in  many  years. 

The  possibility  of  rising  short-term 
rates  makes  me  wonder  whether  we 
can  realistically  expect  further  massive 
flows  of  sidelined  buying  power  re- 
turning to  the  stock  market,  especial- 
ly at  rising  prices  and  (thus)  falling 
dividend  yields.  Besides,  according  to 
Standard  &  Poor's,  AAA  corporate 
long-term  bond  yields  recently  were 
equal  to  twice  the  dividend  yield  from 
industrial  stocks,  the  widest  differen- 
tial since  late  1973  and,  I  think,  a 
yellow  light  investors  should  note.    ■ 


THIS  SFACI  CONTIISDTID  IT  THI  POILISHII 

A 

MESSAGE 

FOB 
DADDIES 

Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  1  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  All  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  of  tak- 
ing care  of  their  kids.  Don't  be 
afraid.  It's  what  you  don't  know 
that  can  hurt  you. 


$ 


AMERICAN  CANCER  SOCIETY 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  %  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  ft  GAS  LEASES,  INC. 

Geological  ft  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119.  Dept.  FOR. 

Dallas,  Texas  75229  Ph.  (214)  243  4253 


FREE  APPRAISAL  of 
SCOTCH   WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (Since  1954) 

Write  F.M.S.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 
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Read  The  Dines  Letter... 

DJI  400? 


With  the  Federal  Government  threatening  to  run 
unbelievable  budget  deficits  in  excess  of  $100 
billion,  which  it  would  have  to  borrow,  interest 
rates  may  well  skyrocket  again  and  inflation 
could  climb  to  record  levels  that  would  make 
1974  pale  by  comparison.  That  eventuality 
couldn't  be  good  for  the  stock  market  but  it 
could  be  good  for  those  who  hold  Gold  and 
Silver  Stocks. 

It  will  look  like  a  "new  bull  market"  and  in 
our  opinion  could  even  last  for  another  year. 
Many  innocent  stock  market  investors  have 
been  buying  "bargains"  but  THE  DINES  LETTER 
warns  that  this  is  another  bull  trap  and  that 
DJI  readings  below  400  are  possible  before  the 
forces  of  correction  are  spent  sometime  in  the 
next  few  years. 

Throwing  money  at  problems  doesn't  solve 
them.  Budget  deficits  will  be  so  huge  that 
TRIPLE-DIGIT  INFLATION  becomes  a  possibility. 
Where  is  all  the  government  money  coming 
from?  Could  a  currency  printing  press  be  the 
secret  to  cornucopia?  Could  it  be  that  simple 
to  have  permanent  prosperity,  just  by  printing 
paper  money? 


Mr.  Dines  unflinchingly 

predicts  Golds  and  Silvers 

are  on  the  Verge  of  an 

Historic  Upmove. 


THE  DINES  LETTER  warns  that  only  gold  and 
silver-related  assets  are  the  right  paths  to 
safety  in  the  coming  period.  The  gold  uptrend 
was  interrupted  by  the  government  gold  sale 
but  Mr.  Dines  judges  this  to  be  only  temporary 
and  still  fearlessly  predicts  that  gold  and  sil- 
ver stocks  will  have  histroic  rises  from  here. 
The  December  1974  Martinique  Agreement  puts 
a  new  gold  floor  at  $170.40  to  be  supported 
by  France,  because  it  is  the  only  way  they  can 
pay  for  oil.  This  points  to  high  and  solid  earn- 
ings for  gold  mining  companies  at  a  time  when 
all  other  earnings  are  suspect.  Let  us  send  you 
IN-DEPTH  REPORTS  ON  H0MESTAKE  MINING, 
HECLA,  R0SARI0,  COLT,  DOME  and  EMPEROR 
MINES  with  EXPLICIT  ADVICE  TO  BUY  OR  SELL. 

FOR  THESE  FEATURES  PLUS  MANY  MORE  (book 
reviews,  short-term  trading  stocks,  etc.)  send 
this  ad  with  your  name,  address  and  $10  (Pay- 
ment MUST  be  enclosed)  for  a  4-issue  trial  sub- 
scription to  THE  DINES  LETTER.  Or,  send  $70 
for  6  months  (24  issues);  $115  for  1  year  (48 
issues). 

Mr.  Dines'  latest  book,  THE  INVISIBLE  CRASH, 

is  available  at  all  leading  bookstores.  The  AC- 
CURACY OF  PREVIOUS  ADVICE  IN  THE  DINES 
LETTER  DOES  NOT  ASSURE  THE  CORRECTNESS 
OR  PROFITABILITY  OF  FUTURE  RECOMMENDA- 
TIONS. 

The  Dines  Letter 

18  East  41st  St.,  New  York,  N.Y.  10017 
(Not  assignable  without  your  consent.)  J55M2 

(N.  Y.  residents,  please  add  applicable  sales  tax.) 


The  Money  Market 


When  the  Blizzard  Clears 

^  j  By  F.  Harlan  Batrus 


The  capital  market  is  in  for  a  bliz- 
zard of  federal  paper  that  is  going  to 
snow  the  market  under  for  a  while. 
Snow  in  the  summer  is  ominous.  Once 
the  blizzard  is  over,  however,  I  think 
the  sun  is  really  going  to  shine  for 
bond  market  investors  and  speculators. 

U.S.  Treasury  8/2S  due  1999  are 
currently  quoted  at  101,  which  is  an 
8.4%  yield  to  maturity.  It  is  quite  pos- 
sible that  yields  on  federal  bonds  will 
go  as  high  as  8%%  to  9%  for  those 
with  maximum  call  protection.  At 
that  price,  the  bonds  would  be  a  def- 
inite investment  buy.  They  would  also 
be  an  interesting  speculation,  since 
you  can  borrow  the  bonds  on  margin 
with  borrowed  money  at  short-term 
rates  which  are  lower  than  that  you 
would  earn  on  the  bonds. 

Look  at  it  this  way:  Money  invest- 
ed and  compounded  at  9%  doubles  an 
original  investment  in  eight  years. 
Studies  show  that  stocks,  over  a  very 
long  term,  return  9%.  Why  gamble  to 
get  9%  on  stocks  when  you  get  about 
the  same  return  with  almost  no  risk  in 
government  bonds,  the  highest  qual- 
ity investment  of  all? 

With  interest  rates  like  this  staring 
us  in  the  face,  there  is  simply  too 
much  risk  in  available  investment  al- 
ternatives. Buying  common  stock  now 
is  something  like  betting  a  horse  at 
3  to  1  when,  on  his  mediocre  past 
performance,  he  should  be  returning 
20  to  1.  It  just  is  not  a  good  gamble. 

Professional  bond  managers  recog- 
nize the  value  of  government  bonds. 
Many  bond  managers  have  been  up- 
grading their  portfolios  into  govern- 
ments for  fear  that  lower  quality  is- 
suers will  soon  be  forced  to  pay  far 
higher  rates  than  at  present.  They 
know  that,  in  a  bear  market  for 
bonds,  Treasuries  will  fall  in  price  less 
than  lower  quality  bonds. 

U.S.  Treasury  bonds  are  the  most 
efficient  long-term,  fixed-income  in- 
vestments for  the  individual.  Should 
an  emergency  develop  which  forces 
you  to  sell  your  investments,  U.S. 
Treasuries  are  the  most  liquid  of  all 
bonds.  Even  pieces  of  one  or  two  such 
bonds  can  be  sold  immediately  with 
very  little  concession  to  the  round-lot 
market;  this  is  not  possible  with  even 

Mr.  Batrus,  a  guest  columnist,  is  a  vice  president  in 
the  corporate  bond  sales  department  of  Kuhn,  Loeb  &  Co. 
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the  best  corporate  bonds.  This  mo- 
bility is  also  important  when  a  better 
opportunity  develops  in  another  in- 
vestment area:  You  can  move  quickly 
and  with  little  cost  out  of  governments. 

Commission  purchase  costs  of  new 
Treasury  issues,  such  as  the  $17  bil- 
lion in  May  and  June,  can  be  zero. 
You  may  apply  for  the  bonds  directly 
through  the  Federal  Reserve  Bank 
nearest  you.  The  invitation  for  tenders 
and  the  description  of  the  bonds  are 
available  upon  request.  This  requires 
more  legwork  and  time  than  many  of 
you  can  afford.  In  that  case,  purchases 
may  be  made  through  any  retail  bro- 
kerage house  at  modest  commissions: 
usually  $50  for  10  bonds  ($10,000) 
and  as  little  as  $125  for  100  bonds 
($100,000). 

You  may  stipulate  the  yield  you 
want  to  bid  for  the  bonds  or  submit 
a  noncompetitive  bid  which  awards 
bonds  at  the  average  auction  price. 
A  noncompetitive  bid  guarantees  that 
you  don't  miss  the  auction  by  under- 
bidding; or,  more  important,  that  your 
bid  isn't  ignorantly  high.  However, 
don't  be  surprised  if  your  broker  dis- 
courages you  from  a  Treasury  bond 
purchase.  Remember,  it's  the  lowest 
commission  trade  he  can  do. 

The  All-Important  Maturity 

One  caveat  for  those  who  must  con- 
serve capital:  Don't  turn  a  planned 
investment  into  a  needless  specula- 
tion. The  most  common  error  made  by 
the  individual  investor  in  buying 
bonds  is  selecting  a  maturity  too  long 
for  his  specific  needs.  If  your  money 
is  saved  for  the  very  short-term  con- 
sumption of  sending  two  children  to 
college  within  two  years,  stay  in  a 
short  maturity.  That  way  you  wont 
face  a  big  loss  of  capital  if  interesl 
rates  should  go  higher  still. 

The  insidious  apple  of  temptation 
grows  on  a  positive-sloped-yield  curve. 
A  positive-yield  curve  is  one  in  which 
short  maturities  pay  lower  yields  than 
the  long  maturities.  We  have  one 
now.  The  curve  gets  its  name— posi- 
tive slope— from  its  graphic  shape.  The 
temptation  is  to  withdraw  funds  from 
a  savings  bank  which  returns  5%  and 
buy  the  25-year  9%  bond.  It's  possi 
ble  that  your  very  short,  conservative 
needs  could  suffer  up   to   a   20V   loss 

FORBES,    MAY    1,    1975 


due  to  a  further  rise  of  long-term 
rates.  Don't  be  greedy.  Don't  go  too 
far  out  on  maturities.  As  yields  go  up, 
prices  of  bonds  go  down,  and  the  long- 
er the  maturity  the  further  down  they 
will  go. 

Besides  the  high  yields,  government 
bonds  have  yet  another  advantage: 
They  are  an  excellent  hedge  against  a 
deflationary  depression.  We  may  nev- 
er have  such  a  depression,  but  only 
a  fool  these  days  says  "never."  In  a 
depression,  the  demand  for  money 
from  private  sectors  would  drop  and 
carry  interest  rates  down  with  them; 
the  lower  interest  rates  would  mean 
higher  prices  on  bonds.  This  protec- 
tion is  not  necessarily  present  in  low- 
er quality  bonds,  because  a  depres- 
sion might  cause  people  to  question 
whether  the  issuing  companies  will  re- 
main solvent. 

Mind  you,  I'm  not  recommending 
that  anyone  put  all  of  his  money  in 
U.S.  Treasury  bonds.  They  won't  pro- 
tect you  against  hyperinflation,  for 
example.  But  the  soundly  managed 
portfolio  should  certainly  hold  a  good 
chunk  of  U.S.  Treasury  bonds  when 
the  yields  are  in  the  8/2%-plus  range. 

So  far,  I've  been  addressing  myself 
to  investors.  Now  for  the  speculators. 
Predicting  future  levels  of  interest 
rates  is,  of  course,  a  risky  endeavor. 


On  The  Street  they  joke  that  God 
himself  is  still  long  the  U.S.  Treasuries 
4JsS  of  1994— which  recently  sold  at 
77  cents  on  the  dollar. 

Double  Your  Investment 

Granting  this,  at  8%%  to  9%  or  so 
Treasury  bonds  are  a  fair  specula- 
tion. A  speculator  can  carry  the  bonds 
at  current  rates  and  still  make  a  profit 
just  on  the  spread  in  the  interest  rates. 
As  I  said  before,  a  positive-yield  curve 
can  be  dangerous;  however,  it  can 
also  be  useful.  Here's  how  it  works: 

To  buy  Treasury  bonds  on  margin, 
you  need  only  put  up  10%  (some- 
times 5%).  Most  brokers  will  lend  you 
the  money  at  0.5%  over  the  dealer 
loan  rate.  That  rate  now  is  7.25%. 
Suppose  you  buy  $100,000  worth  of 
Treasury  bonds  and  borrow  $90,000. 
Your  interest  cost,  at  7/4%,  would  be 
$6,975.  But  if  the  bonds  yield  8%%, 
you  will  net  $1,775  per  year  on  the 
transaction— that's  a  current  return  of 
17/4%  on  your  cash  investment.  As  the 
yield  curve  becomes  even  more  pos- 
itively sloped,  the  spread  in  your  favor 
may  well  increase.  (Of  course,  if  the 
spread  narrows,  you  could  end  up 
with  a  negative  return  on  your  mon- 
ey, but  that's  what  speculation  is  all 
about. ) 

Now  let's  look  out  beyond  the  pres- 


ent crush  of  Treasury  financing.  There 
is  an  excellent  chance  that  interest 
rates  will  then  fall.  In  that  case,  your 
8&%  bonds  will  go  up  in  price.  If 
they  go,  say,  to  110,  you  will  double 
your  original  margin  investment.  This 
is  not  at  all  impossible— the  way  things 
look  now.  The  increase  of  the  bond's 
price  is,  of  course,  a  capital  gain. 

It  is  only  prudent,  however,  for  me 
to  remind  you  what  will  happen  if 
interest  rates  continue  to  rise.  At  90, 
the  bonds  will  have  wiped  out  your 
$10,000  stake;  long  before  that  you 
will  have  been  called  on  for  more  mar- 
gin. As  I  said,  this  section  on  margin 
buying  of  Treasury  bonds  is  for  spec- 
ulators only. 

And  always  remember  this:  The 
shorter  the  maturity,  the  less  the  risk. 
Price  moves  in  Long  Treasuries  can 
quickly  wipe  out  the  benefit  of  posi- 
tive carry. 

The  fact  remains  that  right  now  the 
yield  curve  is  price-slanted  favorably 
toward  speculators  in  government  se- 
curities. The  speculator  has  the  ad- 
vantage of  a  nice  current  return,  as 
well  as  a  promise  of  a  good  deal  of 
excitement. 

As  for  the  investor,  go  for  the  best 
value  available  in  the  capital  markets. 
At  levels  between  8%%  and  9%,  add 
Treasury  bonds  to  your  portfolio.    ■ 


The 

Value 

Line 


SURVEY 

Introduction  to  Option  Trading 
Part  3:  Tax  Considerations 

The  1974  tax  return  is  providing  a  great  many  investors  with  their  first  confronta- 
tion with  the  tax  treatment  of  option  transactions.  With  the  deadline  for  filing 
drawing  near,  this  is  a  good  time  to  outline  the  various  tax  considerations  of  option 
trading  as  well  as  to  discuss  ways  in  which  listed  options  may  be  used  to  ease 
one's  tax  burden  in  future  years. 


niBEfl 


FUNDAMENTAL 
PROBLEMS 


Option  trading  is  a  new  technique  to  most 
investors,  and  with  it  comes  a  host  of  new 
tax  considerations  The  tax  problems  are. 
as  one  might  expect,  quite  different  for  the 
buyer  and  the  writer  of  listed  call  options 
Both  situations  will  be  outlined  in  this  dis- 
cussion. 

Looking  beyond  April  15th.  a  basic  un- 
derstanding of  the  tax  considerations  of 
option  trading  can  influence  one's  trading 
decisions.  We  shall  show  how.  for  exam- 
ple, certain  timely  transactions  can 
provide  investors  with  sorely  needed  tax 
relief  in  bull  markets 


SUBSTANTIAL  CONTROL 

The  buyer  of  a  listed  call  option  has  com- 
plete control  over  when  and  how  his  posi- 
tion will  be  closed,  the  writer  has  less 
than  full,  but  still  very  substantial  control 
over  the  fate  of  his  position  In  both  cases, 
the  decision  to  close  a  position  and  the 
timing  of  the  close  depends  primarily  on 
the  fundamental  prospects  for  the  position 
—  its  remaining  profit  potential  measured 
against  its  risk  There  will  often  be  in- 
stances, however,  when  tax  con- 
siderations will  influence  one's  thinking,  in 
certain  instances,  tax  consequences  could 
in  fact  be  the  dominant  consideration  The 
degree  to  which  this  is  so  will  depend 
upon  one's  tax  bracket,  but  since  we  all 
operate  with  Uncle  Sam  figuratively  look- 
ing over  our  shoulders,  it's  wise  to  know 
how  we  can  lessen  his  bite 

(continued) 


Yes,  I  would  like  to  try  The  Value  Line  Con- 
vertible Survey.  As  a  triple  bonus,  at  no  ad- 
ditional cost,  also  send  me  the  complete 
text  of  the  article  to  the  left,  a  copy  of  your 
132-page  book  'More  Profit  and  Less  Risk 
—  Convertible  Securities  and  Warrants', 
and  a  custom  binder  for  filing  the  service. 
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The  Market  Outlook 

Favorable  Forces 

By  Sidney  B.  Lurie 


The  must  quarter  and  annual  meet- 
i  ports  coming  in  point  up  the 
lac  t  that  a  wide  number  of  compa- 
and  industries  in  effect  have  de- 
veloped a  new  character,  that  is,  they 
a  stronger  basic  position  than 
perhaps  ever  before  in  their  history. 
The  coal  industry  is  a  perfect  il- 
lustration of  the  point:  The  present 
tight  supply/ demand  situation  is 
more  than  just  a  short-term  experi- 
ence. Similarly,  the  continuing  boom 
in  the  fertilizer  business,  which  ac- 
counts for  over  half  of  sulphur  con- 
sumption (nitrogen  and  potash  sup- 
plies may  remain  tight  for  years  to 
come),  has  carried  over  to  sulphur 
prices.  The  plain  fact  is  that  this 
deepest  and  longest  of  our  post  World 
War  II  recessions  has  not  had  as  se- 
vere an  impact  as  have  some  of  its 
predecessors.  For  example,  paper 
prices  have  been  notably  firm  in  the 
face  of  the  sharpest  new-order  down- 
turn on  record. 

These  beneath-the-surface  strengths 
could  provide  a  bulwark  to  the  over- 
all stock-price  structure  and  have  in- 
dividual impact  on  the  multiples  that 
make  the  stock  prices  of  different  com- 
panies. In  other  words,  I  believe  there 
is  a  new  and  better  look  to  a  number 
of  companies— and  not  just  because  re- 
cessions result  in  the  elimination  of 
low-margin  and  unprofitable  items, 
or  because  weaker  competitors  usual- 
ly disappear.  A  few  companies  spe- 
cially favored  by  either  individual  or 
industry  considerations  are  highlight- 
ed below.  In  addition,  it  seems  to 
me  that  the  very  sharpness  of  the  1973- 
75  recession  has  accelerated  the  cor- 
rective forces  which  can  bring  about 
a  swifter  than  popularly  forecast  up- 
turn. And  there  are  positive  signs  of 
new  vitality  in  other  parts  of  the 
world,  too. 

I  see  an  important  new  look  in  the 
case  of  Bendix  (around  33,  paying 
$1.80).  There  is  a  new  style,  capa- 
hility  and  sophistication  in  the  top 
management.  The  possibility  that 
earnings  for  the  fiscal  year  ending 
next  September  may  approximate  the 
record  $4.65  profit  of  fiscal  1964  in 
the  face  of  a  depression  in  two  of  its 
major  product  areas  indicates  that  the 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


company's  ultimate  earnings  potential 
could  be  substantially  above  going 
levels.  With  auto  scrappage  rates  sub- 
stantially above  going  sales  levels  and 
the  company's  growing  replacement 
parts  business  now  around  37%  of  the 
division's  volume,  the  next  major 
change  in  the  automotive  equipment 
division  of  the  business  should  be  for 
the  better.  The  company's  building 
materials  division  (roughly  10%  of 
sales)  and  its  currently  unprofitable 
recreational  vehicle  and  mobile  home 
business  (8%  of  last  year's  sales) 
should  be  almost  automatic  bene- 
ficiaries of  the  coming  upturn  in  resi- 
dential building  activity. 

Back  To  Better  Profits 

In  my  opinion,  there  are  a  number 
of  factors  that  could  make  F.W.  Wool- 
tcorth  (around  14,  paying  $1.20)  an 
interesting  capital-gains  speculation. 
Last  year's  $2.14-per-share  net  prof- 
it is  a  highly  creditable  showing  inas- 
much as  earnings  before  interest  ex- 
pense and  taxes  were  modestly  high- 
er than  in  the  previous  year.  I  see  a 
number  of  internal  factors  that,  as- 
suming the  overall  economy  turns 
around,  could  be  translated  into  a  re- 
turn to  the  better  than  $3-per-share 
earnings  level  of  1973.  For  example, 
it  takes  about  three  or  four  years  for 
the  typical  Woolco  discount  store  to 
become  profitable,  and  almost  two- 
thirds  of  these  stores  are  less  than 
four  years  old.  This  area  of  the  busi- 
ness, which  contributed  $1.7  billion 
of  sales  last  year  (but  which  prob- 
ably was  less  profitable  than  the  close 
to  $2  billion  of  sales  contributed  by 
the  traditional  Woolworth  variety 
store  business),  could  enjoy  signifi- 
cantly better  results  in  1975.  With  the 
expansion  program  having  been  cut 
back,  store-opening  expenses  will  be 
less;  and  profits  from  a  larger  num- 
ber of  mature  stores  should  be  higher. 

Speaking  of  the  new  look  of  dif- 
ferent companies,  I  believe  Airco 
(selling  around  17,  paying  90  cents) 
has  the  benefit  of  two  constructive 
industries.  With  the  Japanese  less 
competitive  than  in  the  past,  the 
threat  of  imports  which  adversely  af- 
fect the  ferroalloys  price  structure— 
and  ferroalloys  and  other  products 
contribute    about    half    of    the    com- 


pany's sales— is  less  now  than  in  the 
past.  The  prospect  that  the  steel  in- 
dustry will  be  less  cyclical  this  decade 
than  it  was  in  the  1960s  indicates  that 
the  company's  industrial  gas  business 
also  should  enjoy  relatively  more  sta- 
bility than  in  the  past.  A  major  and 
increased  capital  expenditure  program 
that  probably  can  be  financed  from 
within  should  add  measurably  to  the 
^company's  earnings  capabilities  in 
1976  and  in  1977.  This  year's  $4-per- 
share  earnings  potential  and  the  add- 
ed factor  of  a  British  owner  of  35% 
of  the  stock  with  a  position  at  $20 
justify  speculative  interest. 

Although  not  known  to  the  public 
at  large  (its  product  line  is  a  build- 
ing block  for  others),  I  nevertheless 
believe  that  Stauffer  Chemical 
(around  59,  paying  $2.20)  is  an  in- 
teresting long-term  commitment.  For 
one  thing,  after  years  of  being  known 
primarily  as  a  supplier  of  basic  com- 
modity chemicals,  the  company  has 
upgraded  and  diversified  its  business 
to  the  point  where  specialty  chemi- 
cals now  account  for  more  than  half 
of  its  sales  volume.  In  addition,  op- 
erating profit  margins  have  been  im- 
proved by  a  program  of  eliminating 
individual  product  earnings  depres- 
sants and  by  changing  the  operating 
emphasis  from  production  at  any 
price  to  return  on  investment.  I 
believe  1975  earnings  have  the  prom- 
ise of  modestly  bettering  the  $7.87- 
per-share  profit  of  1974,  which  was 
after  a  LIFO  reserve  of  $1.83  per- 
share.  A  new  revolving  bank  credit 
plus  the  company's  large  cash  flow 
should  permit  a  sharply  expanded  cap- 
ital-expenditure budget  to  be  financed 
from  within. 

Unsettling  as  the  demand/ supply 
arithmetic  in  the  bond  market  appears 
to  be  on  the  surface,  I  believe  the  fear 
that  the  Treasury's  expanded  borrow- 
ing needs  will  lead  to  an  impossible 
situation  overlooks  a  number  of  con- 
structive offsets.  I  doubt  that  the  hug* 
Government  deficit  will  have  the  in- 
flationary impact  everyone  fears;  the 
surplus  of  industrial  raw  materials  and 
manufacturing  capacity  is  too  large. 
Secondly,  tax  <  i its  and  spending  in- 
creases are  not  a  permanent  pari  oi 
the  federal  budget.  Thirdly,  with  fed- 
eral Reserve  credit  policy  not  having 
been  truly  expansive  since  last  Fall,  I 
believe  there  is  room  for  a  change 
which  helps  accommodate  the  na- 
tion's financial  needs.  In  short,  I  think 
it's  premature  to  write  "finis  to  the 
chapter  of  low  short-term  interest 
rates.  Meanwhile  most  stocks  can 
compete  successfully  with  long-term 
bonds  on  a  "total  return"  basis  I 
yield  plus  modest  earnings  growth). 
Wall  Street's  meatest  concerns  seldom 

if  ev  er  become  reality.  ■ 
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Readers  Say 


(Continued  from  page  9) 
More  often  than  not,  we  recommend 
term  insurance,  particularly  for  our 
younger  executive  clients.  Term  insur- 
ance may  be  the  only  way  they  can 
afford  to  provide  the  large  amount 
of  insurance  required  to  protect  a 
growing  family. 

—Harrison  Gardner  Jr. 

Vice  President,  Financial  Counseling 

for  Corp.  Executives, 

First  National  City  Bank 

New  York,  N.Y. 

The  Don  Principle 

Sir:  Re  "Recommendations"  ( Fact 
ir  Comment,  Apr.  15).  One  time  Don 
Knowlton,  a  partner  of  John  W.  Hill 
in  the  firm  of  Hill  &  Knowlton,  made 
one  of  his  few  firings.  Later  Mr.  Blank 
came  back  to  request  a  letter  of  rec- 
ommendation. Don  wrote:  "Mr.  Blank 
was  with  this  firm  for  eight  months 
and  I  can  recommend  him  for  any 
job  he  is  capable  of  handling." 

—Carl  P.  Martin 
Cleveland,  Ohio 

Still  There 

Sir:  You  say  that  "virtually  all  of 
Cerro's  top  management  left  in  an 
abrupt  housecleaning  in  mid-Febru- 
ary" ( Apr.  1 ) .  Since  I  am  still  happily 
and  gainfully  employed  at  Cerro,  some- 
one must  have  failed  to  notify  me 
that  my  services  were  not  required; 
at  lunch  today  the  Pritzkers  never 
mentioned  it. 

—Alan  Wolfley 

Executive  Vice  President, 

Cerro  Corp. 

New  York,  N.Y. 

it 

A  Cerro  press  release  dated  Feb. 
13,  1975  mentioned  that  the  Chair- 
man, the  President,  the  General  Coun- 
sel and  the  Secretary  all  had  left  the 
company.  That  sounds  like  virtually, 
virtually— Ed. 

Some  Analogy 

Sir:  Equating  lending  to  REITs 
with  lending  on  real  estate  (The 
Numbers  Game,  Feb.  15)  is  analo- 
gous to  comparing  the  loan  portfolio 
of  a  finance  company  with  banks' 
prime  credit  loans.  Risk  of  loss  in  qual- 
ity real  estate  investments  is  primarily 
eliminated  by  having  adequate  finan- 
cial resources  to  carry  the  investment 
past  the  initial  leasing  stage. 

—Edward  S.  Brown 

Strouse,  Greenberg  Financial  Corp. 

Philadelphia,  Pa. 

Best  Way  To  Save  Gas 

Sir:  You  have  put  your  finger  on 
the   greatest   single  factor   for   saving 


gas— not  driving  over  the  55  mph  speed 

limit  (Fact  6-  Comment,  Apr.  1).  As 

an  automotive  engineer  I  can  prove  it. 

—Col.  Earl  W.  Haefner  (Ret.) 

Grand  Junction,  Colo. 

Stock  Market  Will  Go  Up 

Sir:  Re  "Happy  Harold"  (The 
Money  Men,  Apr.  1 ) .  At  the  end  of 
1974,  the  Bank  of  America's  portion  of 
the  State  of  Hawaii's  Employees'  Re- 
tirement System  was  producing  cur- 
rent income  of  some  $6.4  million,  not 
$4.2  million.  You  quoted  me  as  saying 
that  we  at  Bernstein-Macaulay  don't 
think  there  will  be  a  stock  market  re- 
covery until  the  spring  of  1976.  That 
sentence  should  read  economic  recov- 
ery. The  stock  market  will  do  better 
most  of  1975  and  well  into  1976.  This 
will  be  one  of  those  times  when  the 
market  is  going  up  while  the  economy 
is  going  down. 

—Harold  B.  Ehrlich 

President, 

Bernstein-Macaulay,  Inc. 

New  York,  N.Y. 

Cash  Over  Plastic 

Sir:  What  is  wrong  with  good  old 
cash?  Has  anyone  considered  how 
many  man-minutes  are  wasted  in  one 
checkout  line  during  one  transaction 
while  the  purchaser  writes  a  check 
or  offers  a  credit  card  and  then  fum- 
bles for  verification  and  then  waits 
for  a  manager's  OK? 

—Richard  K.  Ruch 
Denver,  Colo. 

Inflation— Causes  And  Cures 

Sir:  Re  your  cover  story  on  infla- 
tion (Mar.  1).  Basically  there  is  no 
•difference  between  the  causes  of  to- 
day's inflationary  problems  and  those 
faced  by  Europe  in  the  16th  and  17th 
centuries.  The  money  supply  has  been 
increasing  while  production  has  been 
declining. 

—John  B.  Wolff  III 
Livingston,  N.J. 

Lockheed's  The  One 

Sir:  You  refer  to  the  S-3A  Viking 
antisubmarine  as  a  product  of  LTV 
(Apr.  15).  The  S-3A  has  always  been 
under  contract  to  Lockheed. 

—Don  R.  Hanes 

Director,  Corporate  Newsbureau, 

Lockheed  Aircraft  Corp. 

Burbank,  Calif. 

Two  Know-Knows 

Sir:  In  Fact  6-  Comment  (Mar.  15) 
you  said,  "The  dumbest  people  I 
know  are  those  who  Know  It  All."  I 
prefer  my  version:  "The  man  who 
thinks  he  knows  it  all  is  a  pain  in  the 
ass  to  those  of  us  who  really  do." 

—Ernest  Keller 
Los  Angeles,  Calif. 


Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 

Please  send  me Forbes  Slip  Cases. 

My  check  for is  enclosed. 

Prices:  $4.25  each,  3  for  $12,  6  for 
$22.  (Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case 
for  postage  and  handling. 

Name 


Address. 
City 


(please  print) 


.State. 


.Zip. 


Please  allow  3  to  4  weeks  for  delivery. 
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FORBES  ANNUAL  REPORT 

ADVERTISING  SECTION 

< 

Offered  here  and  on  the  pages  that  follow  are 
corporate  profiles  which  may  provide  you  with 
hours  of  potentially  profitable  study. 

The  annual  reports  of  public  corporations  are  vital  references  for  evaluating  both  past  per- 
formance and  future  potentials.  In  times  like  these,  nothing  is  as  likely  to  give  an  investor  as 
clear  a  picture  of  a  company's  standing  than  its  annual  report. 

With  this  special  advertising  section,  FORBES  makes  it  very  easy  for  you  to  obtain  as  many 
of  these  reports  as  are  of  interest  to  you  without  obligation.  Just  circle  the  numbers  corre- 
sponding to  the  company  reports  you  want  on  one  of  the  order  cards  provided  at  the  end  of 
this  section  and  mail  it  to  us  promptly.  FORBES  will  process  all  your  requests  and  pass  them 
on  to  the  appropriate  companies  who  will  send  you  their  latest  annual  reports  directly.  Please 
allow  adequate  time  for  processing. 


AMP  Incorporated 

Growth  Through  New  Products 
1974  Sales  up  15%,  Earnings  up  2% 
Sales       Earnings/     Div./ 


1974 
1973 
1968 
1963 


Mil. 

$482.1 

418.0 

167.2 

82.8 


Sh 
$1.25 
1.23 
440 
230 


Sh 

330 
24S0 
1380 
6^0 


Worldwide  Diversification  —  over 
40,000  electrical/electronic  connec- 
tion devices— tens  of  thousands  of 
customers  in  various  growing  fields 
here  and  abroad.  Subsidiaries  in  14 
countries. 


Mean 
Aluminium  Limited 

Annual  Report  fSM 


Alcan 

Along  with  a  review  of  record  sale 
and  earnings  for  1974,  the  Annua 
Report  of  Alcan  Aluminium  Limite* 
summarizes,  by  operating  region,  th 
company's  major  developments  arouni 
the  world.  The  report  also  high 
fights  some  of  the  actions  being  talc 
en  to  adapt  to  the  rapidly  chang 
ing  business  conditions  of  1975  an( 
includes  a  special  section  outlining 
company  research  and  developmen 
activities. 


Jk 


Alabama 
Bancorporation 

Alabama  Bancorporation  is  Ala- 
bama's largest  network  of  banks  and 
financial  service  companies.  At  year- 
end  1974  the  company  had  total  as- 
sets of  $1.7  billion  and  total  share- 
holder's equity  of  $114.7  million.  Net 
income  reached  $15.6  million,  an  in- 
crease of  18.4%  over  1973.  On  a  per 
share  basis,  income  before  security 
gains    and   net   income   amounted   to 

$2.81  for   1974  compared  to   $2.38  for  the  previous   year,   an 

increase  of  18.1%.  NASDAQ  symbol  ABNC. 


Alco  Standard 

The  Corporate  Partnership 
"Another  Record  Year;  Revenues 
Pass  Billion  Dollar  Mark" 
With  business  interests  in  the  thre* 
areas    of    Manufacturing,    Resource* 
and    Distribution,     Alco's    Corpora* 
Partnership  is  comprised  of  once  pri 
vately  owned  companies  organized  in 
to  seven  major  groups  producing  an* 
selling  over  2,500  products  and  ser 
vices.    Current    Annualized    Dividend 
Rate-$.48.  NYSE  Symbol  "ASN". 
Financial  Highlights  ( In  Millions ) 

1974  1973  1972 

Revenues  $1,003,584  $778,466  $647,459 

New  Income  $26,430  $18,741  $12,516 

Primary  EPS  $2.35  $1.64  $1.07 
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Alexander  &  Baldwin, 
Inc. 

Hawaii's  #2  sugar  grower  with  45,000 
acres  of  cane.  Also  owns  principal 
ocean  freight  carrier  to  Hawaii:  Mat- 
son  Navigation.  A&B's  98,000  acres 
of  owned  land  are  either  growing 
sugar  or  supporting  modern  commu- 
nity developments.  Has  recently  made 
investments  in  oil  refining,  food  pro- 
cessing and  forest  products  Last  year's 
earnings:  nearly  $71  million  on  $347 
nillion  revenue.  A  45%  return  on  equity. 


AmeorcUnc 


Amcord,  Inc. 


■BMl- 


Operating  1974  % 

Results  Change 

Revenue  $180,320,000         +11 

Net  Income  $6,323,000         +16 

Earnings  Per  Share 

Primary  $.92  +23 

Fully  Diluted         $.90  +20 

Amcord,  Inc.  is  an  industry  leader  in 
the  manufacture  of:  *  cement  **  pre- 
engineered  metal  buildings  *  family 
size,  above-ground  swimming  pools 
*  redwood  and  hardwood  patio  and 
leisure   furniture.    Amcord    also    owns 


>nowmass-at-Aspen,  the  outstanding  ski  and  year-round  resort. 


aaaual 

/ 

■  •'^•]-ii 

m — •                                  AMERICAN 
r                                         BUILDINGS 

American  Buildings 
Company 


American  Buildings  Company  manu- 
factures pre-engineered  metal  build- 
ings for  a  wide  range  of  non-residen- 
tial markets.  The  company  has 
shown  substantial  growth  over  the 
years  and  is  now  th£  fourth  largest 
manufacturer  in  its  industry.  Metal 
buildings,  the  fastest-growing  segment 
of  the  construction  industry,  registered 
sales  of  $770  million  in  1974,  a  28% 
lcrease.  American  Buildings  markets  its  products  in  40  states  and 
Canada  from  four  strategically  located  plants  which  cover  80%  of 
he  metal  buildings  market.  NASDAQ  Symbol:  ABLD. 
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American  Business 
Products 


1974  was  the  most  successful  year  in 
the  history  of  American  Business  Prod- 
ucts, a  company  proud  of  its  impres- 
sive growth  record.  Sales  reached 
$69.6  million,  an  increase  of  27.6% 
over  the  preceding  year,  and  earnings 
exceeded  $3  million,  or  $1.62  per 
share,  a  51.2%  gain  over  1973  figures. 
American  Business  Products,  listed  on 
the  American  Stock  Exchange,  has 
stently  set  new  records  each  year  for  the  past  decade.  The 
ompany  is  a  leading  producer  of  business  supplies  printing. 
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Here  is  our  record: 


1974 
1973 
1972 
1971 
1970 


American  Family  Corp. 

American  Family  Corporation  is  one 
of  the  fastest  growing  companies  in 
the  U.S.  In  1974  the  Company's 
principal  subsidiary,  American  Fam- 
ily Life  Assurance  Co.  of  Co- 
lumbus, became  the  first  American 
insurance  company  licensed  to  write 
insurance  in  Japan  in  Yen.  Reve- 
nue for  the  first  10  weeks  of  1975  is 
up  more  than  20%  over  the  same  pe- 
riod in  1974  (NYSE  symbol-AFL). 
In  MILLIONS 


evenue 

Earnings 

EPS 

$67.5 

$9.6 

$1.32 

52.1 

8.9 

1.22 

37.9 

7.4 

1.04 

26.7 

5.9 

.84 

18.0 

3.5 

.51 

CyHnericanlfhHWcia/ 
Qaipamtior? 
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American  Financial 
Corporation 

1974  earnings  increased  35%  to 
$25,725,000.  Earnings  per  share  of 
$1.48  were  14%  over  the  previous 
year  and  brought  the  average  an- 
nual growth  rate  for  past  5  years  to 
21%.  Assets  exceed  $2  billion.  Ameri- 
can Financial  operates  in  the  proper- 
ty insurance,  life  insurance,  banking, 
savings  and  loan,  leasing,  mortgage 
guaranty  insurance,  construction  and 
publishing  fields. 
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American  Re-Insurance 
Company 


The  capacity  of  a  strong  reinsurance 
industry  is  necessary  for  the  economy 
to  weather  natural  disasters  and  eco- 
nomic crises.  American  Re,  an  inter- 
national leader  among  professional 
reinsurers,  increased  written  premi- 
ums and  investment  income  last  year. 
Still,  inflationary  pressures  and  the  se- 
ries of  natural  disasters  depressed 
earnings  in  1974.  But,  the  company's 
long-term  record  indicates  the  setbacks  will  only  be  temporary. 
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Arwood  Corporation 
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This  leading  manufacturer  of  com- 
plex metal  castings  had  record  1974 
sales  of  $42.6  million  and  record  earn- 
ings of  $2.8  million  ($2.36  per  share), 
exceeding  1973  earnings  of  $1.3  mil- 
lion ($1.15  per  share)  by  107%.  Back- 
log of  unshipped  orders  was  a  record 
high  at  the  close  of  1974  and  stock- 
holders enjoyed  a  35%  return  on  av- 
erage investment.  Arwood  declared 
a  special  year-end  dividend  of  15$  a 
share  and  resumed  a  quarterly  divi- 
dend of  50  in  1975.  AMEX  Symbol:  AWD. 
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si  Ashland  Oil,  Inc. 


Ashland  Oil,  Inc.  is  a  leading  inde- 
pendent refiner  and  marketer  of  pe- 
troleum products  with  extensive  pro- 
duction activities  and  operations  in 
chemicals,  road  construction  and  coal. 
Record    fiscal    1974    results    include: 

Revenues $3.45  billion  +50%;  Net 

income $113  million  +34%;  Per 

share     earnings $4.45      +34%. 

Dividends,  paid  consecutively  since 
1936,  were  $1.40  in  1974  and  have 
been  subsequently  increased  to  $1.50. 
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BALDOR 
mmtm.  report 


Baldor  Electric 
Company 


For  the  fourteenth  consecutive  year, 
Baldor  reports  record  sales  of 
$51,122,721.00  for  1974-an  increase 
of  22  percent  over  1973.  To  prepare 
for  future  growth,  the  Company  in- 
vested more  than  $2,215,000.00  in 
new  facilities— nearly  double  what 
was  spent  in  1973.  For  other  infor- 
mation including  earnings  and  the 
Company's  outlook  for  1975,  write  to- 
day for  1974  Annual  Report.  Baldor  Electric  Company,  Fort 
Smith,  Arkansas  72901. 
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D.  H.  Baldwin 
Company 


D.H.  Baldwin  is  a  diversified  finan- 
cial services  holding  company,  with 
interests  in  banking,  savings  and  loan, 
insurance,  and  musical  instruments 
comprising  its  principal  areas  of  busi- 
ness. Net  income  in  1974  was 
$11,016,000,  or  $1.82  per  common 
share,  on  combined  revenues  and 
sales  of  $210,616,000.  New  York 
Stock  Exchange  symbol  is  BDW. 
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Bank  of  Virginia 
Company 


Bank  of  Virginia  Company,  a  $1.51 
billion  registered  bank  holding  com 
pany  incorporated  in  Virginia  in  1962 
operates  16  commercial  banks  in  Vir- 
ginia and  is  engaged  in  mortgage 
lending,  factoring,  leasing  and  con 
sumer  lending  in  the  U.S.  and  Can 
ada.  Its  international  subsidiary  own: 
commercial  banks  in  the  Bahama: 
and  in  the  Cayman  Islands.  The  com- 
pany's compound  annual  growth  rate  for  the  past  five  years  ii 
total  assets,  on  a  pooled  basis,  was  17.7%.  NYSE  symbol:  BKV. 
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Bliss  &  Laughlin 
Industries 

Net  earnings  of  $9.4  million  in  197 
and  revenue  of  over  $183  milfioi 
both  represented  all-time  highs  v 
the  history  of  this  84  year-old  cor 
poration.  For  the  13th  consecutiv 
year,  BLI  maintained  a  growth  trem 
in  earnings  of  over  10%.  The  197- 
Annual  Report  features  a  section  de 
scribing  BLI's  products  and  the  varie< 
markets  they  serve. 
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Brass-Craft 

Manufacturing 

Company 


Brass-Craft's  sales  and  earning 
reached  record  levels  in  1974  for  th< 
13th  consecutive  year.  During  tb| 
past  10  years  sales  and  earnings  gre\ 
at  compounded  average  annual  rate 
of  14%  and  21%  respectively,  and  rt 
turn  on  shareholders'  equity  aver 
aged  23%.  Brass-Craft  is  a  manufac 
turer  of  shut-off  valves  and  connec 

tors  to  plumbing  fixtures  and  appliances;  brass  flare  and  com 

pression  fittings;  and  stainless  steel  sinks. 

IS 
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BAN,KAM£fc!CA  CORPORATION 


BankAmerica 
Corporation 


Holding  company  for  Bank  of  Amer- 
ica, largest  non-government  commer- 
cial bank  in  the  world,  reported  new 
highs  in  total  deposits,  resources, 
loans  and  earnings  in  1974.  The  bank 
supplies  a  broad  range  of  financial 
services  to  individuals  and  businesses 
here  and  abroad.  Other  subsidiaries 
include  the  growing  group  of  finan- 
cial service  companies  engaged  in 
leasing,  data  processing,  consumer  lending,  and  investment  ser- 
vices. Net  income  for  1974  rose  16.1%  to  $256,606,000,  or  $3.72 
per  share,  and  resources  totaled  $60.4  billion.  OTC. 
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C.  Brewer  And 
Company,  Limited 

Brewer  is  a  Hawaii-based  agribusi 
ness  company  engaged  principally  ii 
sugar,  molasses,  fertilizers,  spices,  po 
tatoes,  macadamia  nuts  and  interna 
tional  agribusiness  consulting  enM 
neering  and  management.  Led  by  th» 
record  rise  in  the  average  price  o 
raw  sugar  and  substantial  growth  ii 
international  agribusiness  activities 
net  income  in  1974  was  $35.2  millio 

or  $7.71  a  share,  compared  to  $7.9  million  or  $1.73  a  shin 

1973.  AMEX  symbol:  BRW. 
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The  Budd  Company 

The  Budd  Company  is  one  of  the 
largest  suppliers  to  the  automotive  in- 
dustry. Products  include  automotive 
steel  and  plastic  body  components, 
chassis  frames,  wheel  products,  cast- 
ings, prototype  stampings,  automotive 
heating  accessories  and  exhaust  sys- 
tem silencers.  Budd  also  producers  a 
wide  range  of  highway  trailers  and 
container  chassis,  railway  passenger 
cars  and  engineered  plastics.  All  prod- 
ucts and  services  are  marketed  world- 
wide. 
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Channel  Companies, 
Inc. 


The  Home  Center  is  rated  as  one  of 
the  fastest-growing  new  industries  in 
the  nation.  Channel  has  been  a  pio- 
neer and  innovator  of  Home  Center 
merchandising  and  operations  ...  as 
a  specialty  retailer  of  do-it-yourself 
products  for  home  repair,  decoration, 
remodeling  and  recreation.  The  Chan- 
nel Home  Center  chain  consists  of 
twenty-two  units  located  in  New  Jer- 
sey, Pennsylvania  and  Bermuda,  ranging  in  size  up  to  80,000  square 
feet.  The  Company's  earnings  have  grown  at  a  compound  annual 
rate  of  over  24%.  NASDAQ  Symbol:  CHNL.  Home  Office: 
945  Route  10,  Whippany,  New  Jersey  07981. 
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Butler  Manufacturing 
Company 


Butler  continued  its  pattern  of  prof- 
itable growth  in  1974  with  a  third 
straight  record  year.  Record  sales— 
$302  million,  record  earnings-$20.1 
million,  and  a  23.3%  return  on  share- 
holders' equity.  Annual  report  details 
domestic  and  foreign  operations  of 
four  groups— Buildings— Agricultural 
Equipment  —  Transportation,  Bulk 
Handling  and  Storage— International. 
Butler  is  the  leader  or  among  the  leaders  in  every  market  served. 
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Chesebrough-Pond's, 
Inc. 

The  combination  of  new  product  de- 
velopment and  corporate  acquisitions 
which  took  Chesebrough-Pond's  into 
such  new  fields  as  children's  apparel 
and  packaged  foods  has  significantly 
changed  the  business  profile  of  the 
company  in  the  1970's.  Chesebrough- 
Pond's  has  paid  dividends  continuous- 
ly for  92  years,  with  increases  in  each 
of  the  past  15  years.  In  1974,  the 
company  achieved  its  19th  consecu- 
tive year  of  record  sales  and  earnings. 
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Carson  Pirie 
Scott  &  Co. 

Carsons  is  one  of  the  world's  oldest 
retailers  in  one  of  the  world's  busiest 
retail  markets.  Since  1971,  we've  in- 
creased net  earnings  by  256%,  earn- 
ings per  share  by  248%,  and  net  sales 
by  127%.  And  w'e're  still  growing. 
Here's  how: 


Sales 
$332.0 
314.0 
289.9 
260.4 


IN  MILLIONS 
Earnings 
$6.9 
6.5 

5.3 

2.7 
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Clark  Equipment 
Company 


EPS 

$2.75 
2.62 
2.13 
1.11 
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Clark  Equipment  Company  sales 
again  set  records  in  1974,  reaching 
$1,371  billion  for  a  21  per  cent  in- 
crease over  the  previous  year.  Long 
the  number  one  producer  of  indus- 
trial forklift  trucks,  the  company  now 
also  ranks  among  the  leading  manu- 
facturers of  construction  machinery, 
axles  and  transmissions,  and  commer- 
cial refrigeration.  Expanding  inter- 
national operations  accounted  for  some  31  per  cent  of  sales 
in  1974. 
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Castle  &  Cooke,  Inc. 

Results  in  1974  again  records.  Foods 
group— sugar,  Dole  pineapple  and 
bananas,  Bumble  Bee  seafoods,  Shady 
Oak  mushrooms— accounted  for  80% 
of  earnings.  Company  also  active  in 
merchandising,  real  estate,  manufac- 
turing. CKE  revenues  $753-million, 
net  $42.7-million.  Per  share  $2.77  vs. 
$1.72.  Dividends  paid  in  1974:  80^ 
cash,  7%  stock,  vs.  60tf,  5%  stock  in 
1973.  10%  stock  dividend  paid  Feb. 
28,  1975. 
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Coachmen  Industries, 
Inc. 

...  is  America's  largest  full-line  man- 
ufacturer of  recreational  vehicles. 
Sales  in  1974  amounted  to  $50.1  mil- 
lion and  earnings  were  $.45  per 
share.  Sales  in  the  fourth  quarter  rose 
88  percent  over  1973  and  substantial 
increases  are  expected  in  1975. 
Coachmen,  through  extensive  diversi- 
fication programs,  also  manufactures 
and  markets  mobile  homes,  boats  and 

parts    and   accessories   for   the   recreational   vehicle    and   mobile 

home  industries.  AMEX  symbol:  COA. 
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Colt  Industries 

Colt  Industries  is  a  diversified  operat- 
ing company  serving  U.S.  industry 
with  a  broad  line  of  specialty  steels 
and  industrial  products.  In  1974,  sales 
topped  the  $1  billion  mark  for  the 
first  time  and  both  earnings  and  earn- 
ings per  share,  up  from  $3.41  to 
$10.95,  reached  all-time  highs. 
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Consolidated  Natural 
Gas  Company 

The  Company,  an  industry  leader  in 
efforts  to  obtain  new  gas  supply, 
serves  nearly  3  million  customers  at' 
retail  and  wholesale  in  Ohio,  Penn- 
sylvania, West  Virginia  and  New 
York.  Net  income  for  1974  was  $63 
million  or  $3.33  a  common  share  vs. 
$55.8  million  or  $2.95  in  1973.  CNG's 
dividend  rate  in  1975  was  raised  to 
$2.18  a  common  share  from  $2.10,  the 
tenth  consecutive  annual  increase. 
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Columbia  Gas 
System,  Inc. 


Hi   KrVIVVU;  *< «>!'.  ;|'.U !.  A  ANH  \t  W(  fllkl  I't?- 


20  Montchanin  Road 
Wilmington,  Delaware  19807 
New  highs  in  earnings  and  revenues 
were  achieved  in  1974  by  the  na- 
tion's largest  natural  gas  system.  Com- 
mon stock  dividend  was  increased  in 
January,  1975  to  an  annual  rate  of 
$2.06.  The  report  reviews  factors  af- 
fecting gas  supplies,  actions  needed 
to  deal  with  the  natural  gas  short- 
age, and  what  Columbia  is  doing  to  develop  new  gas  resources 
to  serve  its  four  million  customers. 
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Commercial 
Alliance  Corporation 


One  of  the  nation's  largest  indepen- 
dent financial  service  companies  spe- 
cializing in  leasing  and  financing  the 
sale  of  capital  equipment.  During  the 
last  five  years,  diluted  earnings  per 
share  have  increased  from  $.52  to 
$1.20,  volume  from  64  million  to  198 
million,  with  return  on  equity  aver- 
aging approximately  20%  per  year  on 
a  compound  basis.  This  unique  firm 
pays  a  dividend  and  is  listed  on  the  AMEX— CAC. 
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Community  Psychiatric 
Centers 

Nation's  only  publicly  owned  firm 
specializing  in  the  ownership  and  op- 
eration of  acute  psychiatric  hospitals. 
Amex  symbol  CMY. 

Karnings  Per  Share  from 
Continuing  Operations 
1969   1970  1971    1972  1973  1974 
$.30    $  H)    $.49    $.65    $.84  $1.01 


The  Continental 
Corporation 

The  Continental  Corporation,  eighth 
largest  diversified  financial  organiza- 
tion in  the  U.S.,  is  the  parent  of  The 
Continental  Insurance  Companies 
Diners  Club,  and  Capital  Financial 
Services,  Inc.,  among  others.  Conti- 
nental has  paid  uninterrupted  cash 
dividends  since  1853,  and  its  annual- 
ized growth  rate  in  earnings  per  shan 
over  the  last  three  years  is  19.33 . 
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Corroon  &  Black 
Corporation 


Corroon  &  Black,  established  in  1905 
is  a  full  service  insurance  broker. m< 
company,  with  a  highly  skilled  stall  ol 
professionals,  providing  a  complete 
range  of  services  for  small  companies 
as  well  as  multi-billion  dollar  multi- 
national corporations.  1974  produced 
record  highs  in  commissions  and  fees 
($28,730,000),  income  before  secu] 
rity  transactions  ($4,696,000).  and 
income  per  share  before  securit)  transactions  ($2.10).  Stock- 
holders cash  dividends  have  been  paid  for  twenty-seven  consecuj 
ti\c  years,  with  successive  increases  over  the-  last  nine  years.  Thj 
(in  rent  annual  dividend  rate  is  $1.06  per  share.  AMEX:   Svmhol:1 
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Crum  &  Forster 

\   New    York-baaed  holding  company 

with  assets  of  $1.4  billion.  Crum  c\ 
Forster  owns  all  the  capital  stock  ol 
L5  propeit)  llabiUtj  and  three  life  in- 
surance companies.  This  group  ol 
property-liabilit)  companies  ranks) 
15th  largest  In  the  United  states  and 
is  the  fifth  leading  writer  ol  fire  insui 
anoe  and  ranks  si\th  m  the  nation 
in     providing     workers'     compensatioi 

insurant  e 
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Cyclops  Corporation 

Cyclops  Corporation,  a  producer  of 
steel  and  fabricator  of  steel  products, 
earned  $19.5  million  in  profits  on  to- 
tal sales  of  $652.9  million  during 
1974.  Cyclops  makes  stainless  and 
tool  steels,  high  temperature  alloys, 
flat  rolled  carbon,  galvanized  and  sili- 
con steels,  and  carbon  and  stainless 
pipe  and  tubing.  The  company  also 
makes  and  erects  custom  engineered 
metal  wall,  roof  and  floor  systems  and 
Busy  Beaver  subsidiary  operates  24 
retail  home  building  centers.  NYSE 
Symbol:  CYL. 
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Damon  Corporation  Annual  Report  1974 


Damon  Corporation 


Damon  sales  in  fiscal  1974  reached  a 
record  $141  million,  and  earnings 
of  $8.1  million  were  the  second  high- 
est ever  recorded.  Damon's  financial 
position  is  the  strongest  in  its 
history,  with  working  capital,  total 
assets  and  stockholders'  equity  all  at 
record  levels.  87%  of  pre-tax  income 
and  80%  of  sales  came  from  Damon's 
medical  services  and  products.  The 
Company  is  a  leader  in  the  clinical 
laboratory  services  field,  and  has  im- 
portant positions  in  the  animal  health  products  and  medical  in- 
strument markets. 
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Day  Mines,  Inc. 

Day  Mines,  Inc.,  (AMEX)  is  en- 
gaged in  mineral  exploration,  devel- 
opment and  mining  activities  for  gold, 
silver,  lead,  zinc  and  potash.  The 
company  has  embarked  on  the  most 
extensive  exploration  program  in  its 
history  to  increase  it*  present  mineral 
base. 
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Dennison 
Manufacturing  Co. 

Record  revenues  (  $245,864,000 ) , 
earnings  ($10,523,000)  and  per- 
share  earnings  ($3.63)  in  1974.  Since 
1971,  Dennison's  Common  dividend 
has  been  increased  from  60  cents  to 
$1.00  per  share.  Dennison  manufac- 
tures and  markets  a  variety  of  paper 
products  and  systems  in  six  major 
markets:  Retail  Systems,  Stationery 
Products,  Packaging  Systems,  Tech- 
il  Papers,  Industrial  Identification  and  Control  Systems  and 
Office  Equipment  and  Supplies. 
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The  Diversey 
Corporation 


Chicago  based,  Diversey  is  a  world- 
wide manufacturer  and  marketer  of 
specialty  chemical  products  used  by 
the  food  and  beverage  processing,  in- 
stitutional food  service,  metalworking, 
transportation  and  other  industries  in 
over  100  countries.  1974  sales  (in- 
cluding 50%-owned  companies)  $108 
million— up  24%.  Earnings  per  share 
$2.71-up  46%.  Dividends  paid  reg- 
ularly since  1935.  AMEX  Symbol  DIV. 
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Dynell  Electronics 
Corporation 


"Sales  "Earnings 

1974  $22,202,064.         $677,382. 

1973  16,830,744.  740,126. 

1972  14,616,501.  676,557. 

1971  10,623,774.  574,553. 

1970  6,514,792.  445,446. 

1969  5,984,635.  379,380. 

1968  3,672,892.  189,685. 

"Growth  accomplished  without  acqui- 
sitions. 

During  1974  Dynell  invested  approximately  $1.47  million  in  Com- 
pany-funded research  and  development.  Dynell  develops,  manu- 
factures and  markets  naval  radar,  underwater  detection  signal  and 
data  processing  equipment  and  commercial  navigation  equipment, 
and  printed  circuit  boards.  AO 


ELT  Inc. 


1974 
1973 
1972 
1971 
1970 
1969 


Sales 
(Mill.) 
$53.3 
36.9 
28.3 
21.8 
19.3 
22.2 


After-Tax  Earnings 
(Mill.)    (Per  Share) 
$2.25 


$4.2 

2.8 

2.3 

1.6 

.9 

9. 


1.41 

1.07 

.73 

.40 

.07 


(Above  sales  are  reclassified  for  com- 
parative purposes  and  earnings  ex- 
clude extraordinary  items.)  The 
earnings  growth  of  ELT  since  the  ad- 
vent of  present  management  in  mid-1968  is  the  result  of  the 
company's  increasing  ability  to  penetrate  basic  industrial  markets 
—Processed  Metals,  Highway  Paints,  Single  Service  Plastics  and 
Electro-Optics— with  a  balanced  mix  of  quality  products.  /\o 


E-Systems 
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E-Systems  third  year  as  a  fully  inde- 
pendent, publicly  owned  corpora- 
tion ( traded  as  "ESY" )  showed  a 
17.8  percent  increase  in  earn- 
ings per  share  ($2.12)  with  sales  of 
$193,358,000.  Highlights  during  1974 
included  significant  increase  in  com- 
mercial and  international  sa'es  and  a 
42  percent  gain  in  backlog  to 
$221,000,000.  E-Systems  acquired 
Air  Asia  Co.,  Ltd.  of  Taiwan  as  a 
wholly-owned  subsidiary. 
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Easco  Corporation 

Easco  Corporation  has  reported  an- 
other year  of  solid  growth  in  sales 
and  earnings— both  recording  new 
highs.  1974  sales  rose  22%  to  $194 
million  and  net  income  6%  to  $6.2 
million.  Since  1970,  sales  have  grown 
at  an  annual  rate  of  19%  and  earn- 
ings per  share,  29%.  Easco  is  a  lead- 
ing manufacturer  of  hand  tools  and 
has  other  operations  in  aluminum  and 
industrial  products  and  engineering 
services.  New  York  Stock  Exchange 
symbol:  ES. 
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FMC  Corporation 


FMC's   new   annual   report   describes 
«0flT^»    i£Ap^  current   trends   and   future   prospects. 

iU^  m    **         ^Le  Company's  growth  continued  in 

1974  as  sales  rose  21%,  topping  $2 
billion.  Capital  expenditures  for  this 
worldwide  machinery  and  chemical 
manufacturer  were  at  record  high 
$203  million.  Further  major  capital 
expenditures  in  1975  will  contrib- 
ute to  future  growth.  FMC  is  90th 
largest  industrial  corporation  with 
48,000  employees  at  140  production 
facilities  in  33  states  and  13  foreign  countries. 
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Ferro  Corporation 
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Ferro  Corporation  set  record  sales  and 
earnings  in  1974.  Earnings  were  $4.03 
per  share,  and  11%  increase  over 
1973,  and  sales  reached  $322.3  mil- 
lion, marking  Ferro's  14th  consecutive 
year  of  growth.  Return  on  sales,  from 
continuing  operations,  was  6.1%  and 
on  average  net  worth  16.9%.  Ferro, 
listed  on  the  NYSE,  has  manufac- 
turing facilities  in  17  countries 
throughout  the  world.  The  company 
produces  specialty  chemical  materials 
for  use  primarily  in  the  plastic  and  ceramic  industries. 
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First  Pennsylvania 
Corporation 


First  Pennsylvania  Corporation  is 
bank  holding  company  owning  1 
nation's  19th  largest  commercial  ba 
measured  by  deposits.  Other  bi 
nesses  include  consumer  finance  ('. 
offices  in  23  states  and  Puerto  Rico' 
real  estate  finance  and  investor  sei 
vices.  The  Corporation  was  ranke 
first  among  30  major  banks  and  ban 
holding  companies  in  5-year  averag 
return  on  equity  by  Forbes  Magazine  (January  1,  1975  issue). 
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Fisher  Foods,  Inc. 

Fisher  Foods  is  a  major  food  retaile 
in  four  of  the  largest  urban  areas  ( 
the  United  States— Northeast  Ohi< 
Southern  Ohio,  Greater  Chicago  an 
Greater  Los  Angeles— with  188  foo 
stores  and  food  departments.  Th 
Company  had  record  sales  of  $1. 
billion  in  1974  and  record  earning 
of  $2.02  per  Common  Share.  Sin< 
present  management  took  over  in  19( 
Fisher  Foods  sales  have  grown  fro: 
$86  million  to  $1.1  billion.  NYS1 
FHR. 


5( 


Flexi-Van  Corporation 

1974  Results: 
Revenues  up  30% 
to  $933  million,  as 
Net  Income  rose  2S% 
to  $12  8  million. 

1975  Goals: 

lb  increase  Revenues 
and  maintain  a  high 
level  ol  profitability 
in  a  difficult  year. 

1980  Coals: 
lb  raise  Reivnues  to 
$200  million ,  Net  Income 
to  $40  million,  and 
return  on  stockholders' 
investment  to  more 
than  20%. 


Flexi-Van  Corporation 

Flexi-Van  Corporation  leases  carg 
containers,  chassis,  highway  truck 
tractors  and  trailers  at  key  locatioi 
throughout  the  world.  It  also  providi 
specialized  distribution  services.  Tl 
following  table  illustrates  the  Con 
pany's  continuing  growth  and  profi 
ability.  Compound  Annual  Growl 
Rates  (1967-1974). 

Total    Revenue:  24.4 

Lease  Revenue:  43.S 

Pre-Tax  Income:  43.1 

Net  Income:  48.C 

Earnings  Per  Share:  33.1 

Revenue  Equipment:  42.4 

Cash   Flow.  39.3 


Financial  General 
Bankshares,  Inc. 

Financial  General  Bankshares,  Inc.: 
largest  interstate  banking  group  in 
eastern  United  States.  Shares  listed 
on  American  Stock  Exchange  since 
1945.  Its  23  member  banks,  located 
in  some  of  the  fastest  growing  mar- 
kets in  the  country,  are  given  a  high 
degree  of  autonomy,  permitting  quick 
response  to  business  opportunities. 
The  Company  has  had  a  compound 
annual  growth  of  over  10%  in  total 
assets  over  the  past  5  years. 
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Florida  Power  &  Light 
Company 


—An  investor-owned  utility  servirf 
more  than  1.7  million  customers  ] 
some  570  communities; 
—Service  territory  covers  approximati 
ly  half  the  State  of  Florida,  includir, 
famed  Gold  Coast; 
—Continues  to  add  more  new  custon 
ers  annually  than  any  U.S.  electo^ 
utility; 

—Kilowatt-hour  sales  of  electricity  ;] 
1974  reached  a  record  32.7  billion;  —Has  paid  117  consecuti' 
quarterly  dividends  to  holders  of  common  stock;  —Is  underta 
ing  a  five-year  construction  program  totaling  over  $3  billion. 
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Fruehauf  Corporation 


Fruehauf  celebrated  its  60th  birth- 
day in  1974  by  entering  the  exclu- 
sive $1  billion  annual  sales  classifica- 
tion for  the  first  time  in  its  history. 
Of  even  greater  importance— from  an 
operating  standpoint  it  was  also  the 
best  year  in  Fruehauf's  history  with 
trailer  and  container  sales  at  their 
highest  level.  Results  also  included  a 
full  year  of  Kelsey-Hayes  opera- 
tions for  the  first  time.  Fruehauf's  in- 
ternational activities  have  grown  rap- 
idly in  recent  years  and  this  growth  continued  in  1974.  The 
World  of  Fruehauf  has  truly  become  an  ever-expanding,  ever 
more  diversified  world  of  Total  Transportation. 
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Garlock  Inc. 

Garlock  sales  increased  20%  in  1974 
to  $151  million.  Earnings  were  up 
15%  after  LIFO  adjustment  for  cer- 
tain domestic  inventories.  Before 
LIFO,  earnings  were  up  28%  over 
1973.  Both  sales  and  earnings  set  rec- 
ord highs  for  the  14th  straight  year. 
Garlock  components  are  used  by  a 
broad  base  of  international  industry, 
both  for  original  equipment  and  re- 
placement. Garlock's  NYSE  symbol 
is  GAK. 


57 


AttftifU. 


H.B.  Fuller  Company 

Another  year  of  records!  That  de- 
scribes 1974  at  H.B.  Fuller  Company, 
compounder  and  marketer  of  adhe- 
sives,  sealants,  coatings  and  other  spe- 
cialized chemicals.  Sales  increased  for 
the  34th  consecutive  year— rising  33% 
to  $121,839,000.  Net  earnings  rose  to 
a  record  $5,323,000,  an  increase  of 
63% .  Earnings  per  common  share  in- 
creased the  same  percentage,  reach- 
ing an  all-time  high  of  $2.38. 
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General  DataComm 
Industries,  Inc. 


General  DataComm  Industries,  Inc.'s 
new  annual  report  records  a  year  in 
which  sales  were  up  47%.  As  a  world 
wide  supplier  of  data  communica- 
tions equipment  and  services,  Gen- 
eral DataComm  has  used  the  advan- 
tages of  its  well-established  product 
lines;  complete  communication  sys- 
tems, service  and  leasing  capabili- 
ties; worldwide  coverage  of  mar- 
kets; and  reputation  among  users  for  high  quality  and  per- 
formance to  achieve  a  leading  role  in  the  data  communications 
marketplace.  NASDAQ  symbol  GDAC. 
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Gable  Industries,  Inc. 

Diversified  manufacturer  and  distrib- 
utor of  building  materials,  special- 
ized construction.  Annual  sales  more 
than  $200  million.  Operations  since 
1858,  restructured  in  present  form 
1971.  New  management  mid-1974. 
Positive  improvement*  in  earnings  and 
balance  sheet.  Rapid  growth.  Expan- 
sion planned  in  distribution  field. 
NYSE:  GBI. 


General  Telephone  & 
Electronics 
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1974  Revenues  and  Sales  of  $5.7  bil- 
lion were  about  evenly  divided  be- 
tween communications  operations  and 
highly  diversified  manufacturing  op- 
erations, including  GTE  Sylvania,  our 
largest  manufacturing  subsidiary,  a 
recognized  leader  in  the  fields  of 
lighting,  electronics,  television,  elec- 
tronics, television,  electrical  equip- 
ment and  precision  materials.  During 
the  past  ten  years,  dividends  declared  have  increased  from  $.94 
to  the  current  indicated  annual  rate  of  $1.80  per  share,  substan- 
tially exceeding  the  dividend  growth  of  the  companies  compris- 
ing both  the  Dow  Jones  Industrial  and  Utility  stock  indexes. 
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The  Garcia 
Corporation 


r< 


The  Garcia  Corporation  is  a  major 
worldwide  concern  operating  in  the 
participant  sports  field.  The  compa- 
ny holds  a  preeminent  position  in  the 
fishing  tackle  and  skiing  industries 
and  has  successfully  entered  the  fast 
growing  areas  of  tennis  and  other 
racket  equipment,  sporting  arms  and 
hockey  equipment.  World  famous 
brand  names  manufactured  and  mar- 
ked by  Garcia  include  Mitchell,  Abu-Matic,  Ambassadeur, 
ange,  Uvex,  Beretta,  Sako,  V.S.  and  Cragin.  Annual  sales  cur- 
ntly  about  $100  million.  AMEX  symbol  GIA. 
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Grow  Chemical  Corp. 


Grow  Chemical  Corp.  (American 
Stock  Exchange)  is  a  leader  in  the 
new  chemical  coatings  technology  in- 
volving energy  reducing  and  non-pol- 
luting coating  systems  for  the  auto- 
motive, petroleum,  petrochemical,  air- 
craft, marine,  transportation  and  con- 
struction industries.  Grow  Chemical 
has  declared  its  44th  consecutive 
quarterly  cash  dividend,  payable 
April  30th.  Over  the  past  10  years 
the  company's  stock  dividends  have 
totalled  more  than  50%.  For  the  12  months  ended  December  31, 
1974,  the  company  reported  record  revenues  and  profits. 
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HCA-Martin,  Inc. 


HCA-Martin,  Inc.  develops  and  mar- 
kets dyed  and  undyed  nylon  and 
polyester  yarns  for  carpeting,  and  al- 
so dyed,  treated  polyester  film  for 
solar  control  and  other  applications. 
The  Company  recently  introduced 
the  Martin  Clean/ Antistat™  finish  for 
carpet  yarn  and  intends  to  broaden 
its  product  line  with  the  introduction 
of  multi-colored  polyester,  cotton  and 
poly-propylene  yarns  for  the  drapery 
and  upholstery  fields.  A  new  compa- 
ny name— Martin  Processing,  Inc.— will  be  voted  upon  by  share- 
holders at  the  annual  meeting  in  May. 
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Harsco 


Harsco  is  a  worldwide  organization 
with  24  diversified  classes  of  prod- 
ucts and  services  and  with  opera- 
tions falling  into  5  business  segments: 
Primary  Metals,  Construction,  Fabri- 
cated Metals,  Defense  and  Interna- 
tional. Harsco  has  200  manufacturing, 
distribution,  and  service  facilities  in 
the  U.S.  and  9  foreign  countries.  In 
1974  sales  were  $498,083,000  and 
net  income  was  $25,398,000  or 
$2.87  per  share.  The  Company's 
NYSE  symbol  is  HSC. 
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Hexcel  Corporation 


Hexcel's  four  basic  product  lines- 
honeycomb,  fiberglass,  specialty  res- 
ins and  specialty  chemicals— are  close- 
ly related  through  a  common  chemi- 
cal technology.  This  technology  is  ap- 
plied to  create  products  for  diverse 
market  areas :  telecommunications, 
aerospace,  construction,  recreation, 
and  others.  1974  sales  were  $55.5 
million,  a  36%  increase  over  1973. 
Dividends  have  been  paid  regularly 
since  1955.  Hexcel  management  ex- 
pects the  company's  1975  performance  to  exceed  1974. 
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Howmet  Corporation 


Howmet  Corporation  ( NYSE/PSE ) 
is  a  major  manufacturer  of  gas  turbine 
engine  components  and  an  integrated 
aluminum  producer,  serving  customers 
from  40  manufacturing  and  distribu-' 
tion  centers  in  16  states,  England  and 
Japan.  Sales  in  1974  increased  for  the 
tenth  straight  year,  climbing  12%  in 
1974  to  $416-million.  Net  income  ad- 
vanced 37%  to  $24-million.  Howmet 
has  paid  consecutive  cash  dividends 
since  1963;  in  1974  the  annual  divi- 
dend was  increased  to  $1.00  per  share  from  $.70. 
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Hughes  Supply,  Inc. 

Hughes  Supply,  Inc.  continued  its 
pattern  of  growth  in  1974  measured 
in  terms  of  both  revenues  and  prof- 
its. Net  revenues  for  the  year  ended 
January  31,  1975,  v/ere  $104,010,590 
and  earnings  per  share  were  $2.36  vs. 
$2.22  last  year.  Hughes  has  shown 
consistent  growth  in  recent  years. 
Earnings  have  grown  at  a  compounded 
rate  of  30%  over  the  past  five  years. 
Hughes  Supply,  Inc.  is  a  distributor 
and  manufacturer  of  electrical,  plumbing,  electric  utility  and  gen- 
eral construction  materials  with  eighteen  sales  outlets  and  three 
manufacturing  divisions  within  the  state  of  Florida.  NASDAQ 
symbol  HUGH. 
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E.F.  Hutton  Group  Inc. 


E.F.  Hutton  &  Company  Inc.,  the 
brokerage  subsidiary  of  The  E.F. 
Hutton  Group,  is  the  second  largest 
N.Y.  Stock  Exchange  Member  Firm, 
based  on  revenues  which  reached  a 
record  of  $184.4  million  in  1974.  Re- 
flecting a  planned  program  of  product 
diversification,  securities  commissions 
in  1974  were  only  44%  of  revenues 
versus  62%  five  years  ago.  E.F.  Huh 
ton  is  one  of  the  nation's  largest  coral 
modity  brokers  and  is  a  major  factor 
in  fixed  income  securities,  tax-exempt,  tax  sheltered  and  tax  de-| 
ferred  investments,  and  listed  call  options.  It  is  also  one  of 
the  country's  largest  investment  bankers  and  does  a  substantial 
institutional  business.  Earnings  per  common  share  were  $1.23  in 
1974,  the  70th  consecutive  year  of  profitability.  ()7 


turn   on   equity    averaged 


Hillenbrand  Industries, 
Inc. 

Hillenbrand  Industries  (NYSE)  is 
composed  of  two  well-established,  in- 
dustry leaders:  Batesville  Casket 
Company,  leader  in  the  burial  casket 
industry  and  Hill-Rom  Company, 
leader  in  the  hospital  patient  room 
furniture  and  equipment  industry. 
Five  year  compounded  annual  growth 
rates  have  been  17  percent  in  net  sales 
and  18  percent  in  net  income  and  re- 
17.6   percent.    For    1974    sales 


Hycel  Inc. 


$111.5  million  and  net  income  was  $11.5  million. 


were 
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Hycel    Inc.,    now    entering    its    twen- 
tieth   year    is    one    of    the    foremost 
companies    operating    exclusively    ill 
the  Health  Care  Industry.  Tin    Com 
pany    is    engaged    principally    in    reJ 
search,       development       manufacture 
and  marketing  of  diagnostic 
and  automated  instruments  for  hospi- 
tals and  clinical  laboratories,  and  pro- 
vides a  broad  product  line  to  a  vari-.- 
ety  of  biomedical  disciplines.    Mann 
facturing     facilities     are     located     in 
Houston,  Texas,  Rennes,  France,  and  Mexico  City,  Mcm. 
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Hydrometals,  Inc. 

Hydrometals  (NYSE:  HYD)  is  a  di- 
versified manufacturer  and  distribu- 
tor of  consumer  home  products,  with 
operations  in  three  principal  product 
areas:  plumbing  hardware,  hand 
tools  and  consumer  electronics. 


Sales 

EPS 

Div./ 

( Mil. ) 

Sh. 

1974 

$102.1 

$1.60 

$.18 

1973 

90.3 

1.31 

.14 

1972 

68.5 

.94 

.12 

1971 

54.1 

.83 

— 

1970 

53.2 

.69 

— 

( Fiscal  years  ended  Sept.  30 ) 
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Inland  Steel  Company 

Inland  set  records  for  net  income, 
sales,  steel  shipments  and  related  ac- 
tivities. Earnings  rose  78%;  sales  34%. 
Paid  increased  regular  dividend  plus 
extra,  and  launched  largest  expansion 
to  include  one-fourth  boost  in  raw 
steel  capacity  by  1980. 

Sales  Earnings/ Div./ 

( Millions )  Share       Share 


1974 
1973 
1972 


$2,450.3 
1,829.0 
1,469.8 


$7.96         $2.70 
4.39  2.16 

3.43  2.60 
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International  Bank 

IB  has  combined  the  hallmarks  of 
merchant  banking  with  modern 
know-how  to  pioneer  new  financial 
concepts  at  home  and  abroad  for 
more  than  half  a  century.  In  partner- 
ship with  local  managements  through- 
out the  U.S.  and  15  foreign  coun- 
tries, IB  provides  a  diversity  of  ser- 
vices in  insurance,  finance,  leasing, 
industrial  manufacturing,  real  estate, 
overseas  banking,  maritime  adminis- 
tration, international  investment  and 
management  services. 
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Iowa-Illinois  Gas  and 
~"      Electric  Company 

A  public  utility  serving  92,000  elec- 
tric   and    138,000    gas    customers    in 
Iowa  and  60,000  electric  and  59,000 
gas  customers  in  Illinois.  Annual  rev- 
enues   total    $150,000,000,    of   which 
41%   is   derived   from   residential   cus- 
tomers.   The    Company    owns    a    25% 
interest  in  two   800,000  kilowatt  nu- 
clear  generating  units,   completed   in 
1972    under    a    "turn-key"    contract, 
which  provided  55%  of  electricity  sold  in   1974.   The  quarterly 
dividend   rate  on  common  shares   was  increased  from   34/2$   to 
360  in  1973  and  to  39$  in  1975. 
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Insilco 


Insilco  is  a  diversified  Corporation  in- 
volved in  areas  such  as  the  do-it- 
yourself  home-building  market,  the 
paint  industry,  tableware,  hobby- 
crafts,  office  furnishings,  yearbook 
publishing,  the  electronics  and  cable 
television  industries,  home  hardware 
and  the  automotive  Industry.  1974 
sales  were  $336,971,000  and  net  earn- 
ings were  $15,017,000. 
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■»«■    |owa  Power 

Consecutive  dividend  payments  have 
been  made  since  1909.  In  1974,  total 
13  revenues  were  a  record  $128  million. 

Earnings   per  average  common  share 
for    1974    reached    $2.63    compared 
to   $2.56   in   1973.   The   annual   divi- 
dend rate  on  common  stock  was  in- 
)       creased  from  $1.74  per  share  to  $1.84 
in  late  1974.  Iowa  Power  serves  more 
)       than  206,000  electric  and  127,000  gas 
•        '  customers  in  a  5,600  square  mile  area 

of  central  and  southwestern  Iowa.  The  state's  agriculturally  ori- 
ented economy  composed  of  farming,  and  farm  related  industries, 
helps  assure  steady  employment,  solid  purchasing  power,  and  one 
of  the  nation's  lowest  unemployment  rates.  NYSE  Symbol:  IOP  / 
IOWA  POWER  &  LIGHT  CO./823  Walnut  Street/Des  7c 
Moines,  Iowa  50309.  '  3 


Interlake,  Inc. 

For  Interlake,  Inc.  the  '70s  have  been 
exciting  growth  years.  In  1974,  total 
sales  were  89%  higher  than  in 
1970  .  .  .  net  earnings  were  up  by 
265%  over  the  five-year  period  .  .  .  and 
earnings  per  share  were  332%  above 
the  1970  level.  Here's  how  we've 
grown: 

IN  MILLIONS     Earnings 
Sales      Earnings  Per  Share 


1974 

$623.8 

$39.0 

$10.45 

1973 

460.1 

16.8 

4.42 

1972 

387.7 

13.0 

3.26 

1971 

352.1 

12.5 

3.03 

1970 

330.0 

10.7 

2.42 
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precision  machined 
employs  some  2,400 
Quebec;  L'Original, 
Scotia;  Buffalo,  N.Y 


Ivaco  Industries 
Limited 

1974  was  the  best  year  in  the  Com- 
pany's history.  Sales  were  $150.7  mil- 
lion, up  from  $90.1  million  in  1973. 
Net  earnings  were  $20,438,000,  up 
from  $8,084,000  in  1973.  Net  earn- 
ings per  share  were  $2.37,  up  from 
98  cents  in  1973.  Ivaco  produces  wire 
rod,  wire  and  wire  products  including 
welded  wire  mesh  and  fencing,  nails, 
fasteners,  light  and  heavy  duty  axles, 
parts  and  Fourdrinier  fabrics.  The  Company 
people  at  Marieville,  Quebec;  Trois  Rivieres, 
Ontario,  Ingersoll,  Ontario;  Dartmouth,  Nova 
;  Warrenton,  Va.;  and  Quincy,  Fla. 
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Jefferson-Pilot 
Corporation 

Over  91%  of  Jefferson-Pilot's  income  is 
from  two  major  life  insurance  com- 
panies, Jefferson  Standard  and  Pilot. 
Other  sources  include  radio,  televi- 
sion, newspapers,  casualty  and  title 
insurance,  and  investments.  Earnings 
gains  averaged  15.74%  compounded, 
for  the  past  five  years.  1974  marked 
the  sixth  consecutive  year  of  increase 
in  cash  dividends  paid.  Cash  divi- 
dends every  year  since  1913.  Listed 
NYSE,  MSE. 
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KDI  Corporation 

KDI  Corporation  reported  1974  sales 
of  $124.5  million,  up  from  $109.1 
million  as  restated  for  1973.  Net  in- 
come for  1974  was  $5.38  million  as 
compared  with  $3.78  million  in  1973. 
KDI  has  24  companies  engaged  in 
swimming  pool  construction  and  mar- 
keting, electronic  components,  mo- 
tion picture  film  distribution,  chemi- 
cal distribution  and  scientific  educa- 
tional materials.  There  are  over 
11,000  stockholders.  The  stock  is 
traded  OTC,  but  not  presently  car- 
ried by  NASDAQ. 
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Kaiser  Steel 
Corporation 


Consolidated  Sales:  $800.3  million  .  .  . 
up  almost  $200  million  from  1973. 
Consolidated  Earnings:  $9.45  per 
common  share  ...  up  from  $7.53. 
New  earnings  and  sales  records  were 
set  for  the  second  consecutive  year. 
Kaiser  Steel  is  modernizing  its  Fon- 
tana  steel  mill  and  increasing  capital 
expenditures  to  improve  service  to  its 
major    market:    Western    steel    users. 

Supplies  of  raw  materials  are  sufficient  to  meet  foreseeable  needs. 

A  significant  portion  of  current  business  is  in  energy  related  fields. 

Kaiser  Resources  Ltd.  of  Canada  achieved  record  earnings  and 

declared  its  first  dividend.  7Q 
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Kar  Products,  Inc. 


The  maintenance  and  repair  needs 
of  38.000  customers  in  commerce,  in- 
dustry, government  and  utilities  are 
served  by  Kar's  373  sales  representa- 
tives out  of  five  distribution  centers. 
The  company  markets  more  than 
11,500  maintenance  products  includ- 
ing fasteners,  industrial  and  auto- 
motive hardware,  tools  and  shop  sup- 
plies. Net  sales  for  1974  were 
$25,955,182,  up  26.8%.  Income  rose 
42.2%   to    $2,246,099,    while   earnings 

rose  from  $1.37  to  $1.95  per  common  share.   Kar  -  25  years 

Keeping  Things  Moving. 


suits  for  the  entire  fiscal  year. 

Year         Revenues 

1972  $1,274,429 

1973  2,268,551 

1974  4,663,346 


Kinder-Care  Learning 
Centers,  Inc. 

Kinder-Care    Learning    Centers,    II 
is  the  largest  provider  of  pre-sch| 
and    after   school    day   care    lear 
service  with  97  centers  in  operatic 
17  states.  A  significant  rate  of  grc 
has  been  maintained  in  both  rever 
and  earnings   since  its   corporate 
istence.  Kinder-Care  reports  for  its 
month    period    ending    February  , 
1975  increases  in  both  revenues  ij 
earnings,  and  should  attain  record 
Net  Per 

Earnings     Share 
$  84,269       $.07 
216,800         .15 
346,516         .24 


K^udcter   Knight-Ridder 

Annual  Report       &  ■  _  ■ 

Newspapers,  Inc. 

Newly-merged  Knight-Ridder  Ne 
papers,  Inc.,  constitutes  an  an| 
gam  of  33  dailies  in  growth  marl; 
coast-to-coast  with  the  largest  t 
weekly  circulation  (26.9  million) 
any  newspaper  group  in  the  coun' 
1974  revenues  of  $565,000,000  ! 
net  profits  of  $35,000,000  earned  pi 
cipally  from  publishing  in  16  states 


Koppers 


HOPPERS 


Koppers  earnings  were  a  record  ${ 
per  share  in  1974  and  have  avera 
15%  annual  growth  over  the  ] 
decade.  Return  on  shareholders'  «| 
ty  rose  to  16.4%.  Quarterly  comr 
dividend  has  increased  by  50%  si 
1972.  Koppers  growth  lies  wii 
some  of  the  most  important  indusl 
segments  of  the  U.S.  economy. 


The  Lamson  & 
Sessions  Co. 


1974       19 
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Sales  (000)  $137.9 

Net  Earnings  (000)  9.6 

Earnings  Per  Share*         5.44 
Dividends  Paid  Per  Share0  .85 
"Adjusted  for  10%  and  15%  share 
idends    declared    in    April    MM 
cember,  1974. 

Founded  in  1866,  Lamson  & 
sions  (NYSE)  is  one  of  the  nat 
largest  industrial  fastener  manufacturers  and  also  producoj 
craft  fasteners  and  machined  products,  custom  autool 
equipment,  automotive  mirrors,  and  decorative  metal  trim 
nameplates. 
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Lawson  Products,  Inc. 


1974  results  surpassed  previous  sales, 
earnings  records.  Earnings  rose  38.5% 
to  $3,217,292  on  a  45.5%  sales  increase 
to  $33,357,988.  Net  Per  Share:  98  cents 
vs.  72  cents  in  1973.  Earnings  growth: 
36.2%  compounded  annual  rate  since 
1970.  Lawson  is  a  national  distributor 
to  over  59,000  customers  of  12,000 
U.S. -made  expendable  maintenance, 
repair  and  replacement  fasteners, 
parts,  chemicals,  electrical  and  shop 
supplies— necessity  products— in  the  in- 
dustrial, heavy  duty  equipment  maintenance,  in-plant  and  build- 
ing maintenance  and  transportation  fields.  Traded:  OTC— 
NASDAQ:  LAWS. 
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Leaseway 
Transportation  Corp. 


Leaseway  Transportation  Corp.,  a  ma- 
jor     specialized   transportation,    leas- 
ing   and    service    company,    reported 
1974  earnings  of  $18  million,  or  $2.50 
per  share,  on  record  revenues  of  $475 
million.   Leaseway   has   grown   at   av- 
erage annual  rates  of  23%  in  revenues 
and  21%   in  earnings  since  1960.  Re- 
turn  on   equity    averaged    22%    over 
the  last  five  years,  and  the  company 
expects  increased  earnings  and  revenues  in  1975.  For  1974  an- 
nual report,  write:  Leaseway  Transportation  Corp.,  Investor  Re- 
lations Dept,  21111  Chagrin  Boulevard,  Cleveland,  Ohio  44122. 

86 


Lenox,  Incorporated 


Lenox,  Incorporated,  the  largest  man- 
ufacturer in  the  United  States  of  fine 
china  products  and  jewelry,  along 
with  a  broad  line  of  other  tabletop 
and  household  products,  continued  to 
move  forward  in  1974  with  sales  of 
$104,640,000,  and  net  income  of 
$6,962,000,  or  $1.84"  per  share.  The 
adoption  of  LIFO  in  response  to  sig- 
nificant increases  in  gold  and  other 
materials  reduced  1974  earnings  by 
$1,850,000  or  49tf  per  share.  In  1974, 
Lenox  (LNX  on  the  NYSE)  acquired  control  of  John  Roberts, 
incorporated,  a  leading  manufacturer  of  college  and  high  school 
rings,  and  Eisenstadt  Company,  a  wholesale  distributor  of  a 
broad  range  of  jewelry  products.  Dividends  were  increased  in 
L 974  by  20%,  to  72tf  per  year.  g7 


The  Limited 
Stores,  Inc. 


Record  results  continue  in  1975  for 
the  Limited  Stores,  Inc.,  a  rapidly 
growing  chain  of  fashion  stores  for 
young  women.  The  Limited  has  62 
stores  in  regional  shopping  centers  in 
21  major  cities.  All  growth  has  been 
internally  generated. 


Sales 

(000) 

$19,628 

25,983 

17,378 

8,660 

4,635 


Earnings 

(000) 

$1,185 

1,528 

954 

451 

235 


E.P.S. 

$  .89 

1.15 

.72 

.35 

.20 
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&  LON£  star  industries 

Annual  Report  1974 


It  was  ih*  second-best  earnings 
year  in  Lone  Sta  r  s  history,  and  our 
40th  year  of  consecutive  quarterly 
dividends.  We  shipped  42  million 
tons  of  building  materials,  received 
$664  million  in  revenue*,  and  «im«d 
$24.5  million,  or  52  2  2  per  there  of 
common  stock. 


Lone  Star  Industries, 
Inc. 


Lone  Star  Industries,  Inc.  is  a  major 
producer  of  cement,  concrete  and 
construction  aggregates,  and  a  major 
distributor  and  retailer  of  lumber  and 
building  materials.  These  operations 
are  conducted  by  two  principal 
groups:  Cement  &  Construction  Ma- 
terials Group,  the  Western  Hemi- 
sphere's leading  cement  producer; 
and  National  Building  Centers  Group, 
a  leading  distributor  and  retailer  of  building  materials  and,  of 
home-care  products  for  the  do-it-yourself  homeowner.  ( NYSE 
symbol:  LCE.) 
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Long  Island  Lighting 
Company 


LILCO  supplies  electric  and  gas  en- 
ergy in  a  service  area  with  a  popula- 
tion greater  than  that  in  each  of  25 
states.  Despite  unprecedented  eco- 
nomic pressures,  the  Company  has 
maintained  adequate  service  to  its 
customers  and  financed  its  construc- 
tion requirements.  The  annual  divi- 
dend rate  on  the  common  stock  was 
raised  to  $1.50  in  March  1975. 
LILCO  shareowners  can  automatically  reinvest  their  common 
dividends  in  new  LILCO  stock  at  no  additional  cost. 
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McDonough  Co. 


Net  sales  and  earnings  established 
new  records  for  the  sixth  year  in  a 
row. 

Net  Sales  $265,967,000-up    6.8% 

Net  Earnings  10,569,000-up  12.0% 
Earnings  Per  Share  2.70-up  13.9% 

Reason  for  this  record  is  attributed  to 
success  of  the  Company's  diversified 
business  lines;  footwear,  hand  tools, 
and  building  materials.  Conversion  to 
LIFO  inventory  method  reduced  re- 
ported earnings  by  80^/share  how- 
ever, improved  cash  flow  by  $4,000,000.  McDonough  Co.  is 
traded  on  the  AMEX.  Symbol  -  MDO. 
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MCD  Holdings,  Inc. 


COMMUNITY  DEVELOPMENT 

RECREATION 

EDUCATION 

Despite  the  "Stagflation"  of  1974, 
MCD  HOLDINGS,  INC.  produced 
revenues  of  $21,816,324  and  after  tax, 
earnings  of  $1,470,081.  MCD  Man- 
agement believes  that  the  pent  up  de- 
mand for  housing  will  present  a  source 
of  great  potential  growth  for  the 
Company  as  economic  conditions  im- 
prove. In  the  meantime  management 
is  monitoring  its  operations,  costs  and  cash  flow  very  closely  so 
that  MCD  will  be  able  to  move  forward  quickly  with  the  im- 
proving economy. 
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MCI 

COMMNCAJYXS  COfiPOIWnON 


Annual  Report  1975 


MCI  Communications 
Corporation 

MCI  Communications  Corporation, 
leader  in  the  new  competitive  inter- 
city telecommunications  industry  serv- 
ing business  and  government,  with 
assets  over  $150  million  and  approx- 
imately 15,000  shareholders,  offers 
significantly  reduced  costs  and  im- 
proved service  which  has  earned 
MCI  over  500  customers  among  the 
nation's  leading  corporations. 
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Marquette  Cement 

Manufacturing 

Company 

The  nation's  sixth  largest  producer  of 
cement,  with  sales  in  1974  of 
$122,719,000,  and  net  income  of 
$7,003,000  or  $2.04  per  share,  up  44 
per  cent  over  the  prior  year.  Quar- 
terly dividend  of  100  per  share. 
Plants  continually  modernized.  Mar- 
kets throughout  the  eastern  half  of 
United  States.  Listed  on  the  New 
York  Stock  Exchange  (NYSE:  MQC). 
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Masco  Corporation 

Masco  manufactures  faucets  and  oth- 
er specialty  products  for  the  home 
and  recreation  markets,  and  cold  ex- 
truded and  other  precision  industrial 
components  for  industry.  By  estab- 
lishing proprietary  leadership  posi- 
tions in  markets  with  above-average 
growth  potential  and  providing  supe- 
rior value  to  customers,  Masco  has 
achieved  increased  earnings  for 
eighteen  consecutive  years. 
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Oscar  Mayer  &  Co. 

Oscar  Mayer  &  Co.  is  nationally  recog- 
nized for  its  leadership  in  food  pro- 
cessing, particularly  family-conve- 
nience meat  products,  and  in  the  re- 
search and  development  of  modern 
packaging  methods.  In  fiscal  1974, 
sales  were  $972-million  and  earnings 
were  $29.7-miHion.  For  the  first  quarter 
of  fiscal  1975,  sales  were  $244-mil- 
lion  and  earnings  were  $5.3-million, 
compared  to  $239-million  in  sales  and 
$6-million  in  earnings  for  the  first 
qus      t  of  1974.  XYSE  symbol  is  OMC. 
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The  Mead  Corporatio 

Mead    again    achieved    record    ea 
ings    (up    66%   to    $82    million)    ai 
sales    (up   18%  to   $1.5  billion).   H 
share  earnings  rose  84%  to  $4.90;  1 
turn  on  shareholder's  equity  was  o4 
16%.  Comprehensive  report  covers  i 
volvement   in:    forest   products— pul 
paper,  and  lumber;  packaging;  schd 
supplies;     engineered     castings,     ira 
pipe,    and    coal;    furniture;    and    afi 
vanced   systems   in   graphics    and  ij, 
formation  retrieval. 


Medenco,  Inc. 

Medenco,  Inc.,  Houston-based  heal 
services  company,  achieved  six| 
straight  year  of  record  results  j 
1974.  Net  income  rose  9%  to  $1 
million,  $.95  per  share.  Net  revenuj 
climbed  26%  to  $47  million.  ExpaJ 
ing  Medical  Division  will  operate 
hospitals  in  five  states  by  year-en 
and  provides  contract  respiratory  s( 
vices  to  hospitals  throughout  the  Sou 
and  Midwest.  Dental  Division  o. 
erates  22  dental  laboratories  in  j 
states  and  also  plans  further  expa 
sion.  AMEX  Symbol:  MDX. 


Media  General 

Media  General  is  a  major  commuq 
cations  company  with  newspapers 
three  states,  along  with  TV,  radio  al 
CATV    properties.    A    wholly    own 
subsidiary,    through    a    unique    red 
cling    process,    produces    about    on 
tenth  of  all  newsprint  manufacture 
in   the   United   States.   Other   subsJI 
iaries     are     involved     in     compul 
typesetting   and  commercial  printirij 
and   the   sale   of  world-famous    Kofi 
nig   &    Bauer   presses   in    the    Unia 

States.  The  company  is  a  leader  in  technology  and  automatic, 

in  all  of  its  major  divisions. 


Microdot  Inc. 

Microdot  manufactures  connecting 
vices    (specialty    fasteners,   electrif 
electronic  connectors,   fluid  s<;ils 
couplings)     and    ingot    molds. 
1970    earnings    per    share    and 
have  increased  at  an  average  am 
rate  of  31%  and  26%,  respectively; 
nificantly  greater  than  either  tin 
Jones     Industrials    or    Standard 
Poor's  425.  In  1974  earnings  pei  I 
increased  34%. 
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Mid-America 
Industries,  Inc. 

Mid-America  is  an  automotive  re- 
placement parts  distribution  com- 
pany operating  11  warehouses  and 
101  auto  parts  stores  in  six  midwest 
and  southwest  states.  Mid- America 
is  the  developer  of  Fairway  Auto 
Mall,  a  28,000  square-foot  automo- 
tive parts  store  competing  success- 
fully with  large  mass  merchandisers. 
Mid- America's   1974  book  reports   on 

rway  and  on  the  company's  highest  sales   and  earnings   in 

ory.  (NASDAQ  symbol:  MAMR.) 
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Mississippi  River 
Corporation 


Involved  in  the  railroad,  natural  gas 
transmission  and  exploration,  and  port- 
land  cement  industries,  MIS  (NYSE 
symbol)  earned  $44.5  million  in  1974 
as  total  revenues  topped  $1  billion 
for  the  first  time.  Subsidiaries  include 
the  62%-owned  Missouri  Pacific  Sys- 
tem, one  of  the  country's  strongest 
railroads  serving  twelve  states  in  the 
Midwest  and  Southwest.  In  1974,  Mis- 

ri  Pacific  and  our  pipeline  and  cement  subsidiaries  each  ex- 

ded  revenues  and  earnings  records  set  in  1973. 
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MITE  Corporation 

MITE  Corporation  (AMEX)  is  a 
manufacturer  of  industrial  fasteners 
and  hardware,  time  recording  equip- 
ment and  precision  machine  products. 
Sales  and  earnings  reached  new 
highs  in  the  fiscal  year  ended  Feb- 
ruary 28,  1975. 
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National  By-Products, 
Inc. 

National  By-Products  is  one  of  the 
world's  largest  recyclers  of  meat  pro- 
cessing by-products,  operating  a  fleet 
of  625  trucks  and  13  plants  in  10 
states.  Finished  products  are  animal 
fats,  proteins  and  hides  sold  to  soap, 
chemical,  animal  feed  and  leather  in- 
dustries. Growing  steadily  over  the 
past  forty  years,  National  By-Products 
in  1974  reached  sales  of  $96,000,000. 
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National  Distillers  and 
Chemical  Corporation 


National  Distillers  and  Chemical  Cor- 
poration is  a  major  factor  in  chemical, 
beverage,  metal  and  textile  industries, 
operating  in  the  U.S.  and  overseas. 
1974  sales  and  net  income  were  the 
n  ^^^  highest  in  the  company's  history.  Div- 

§  idends  were  increased  33%%  in   1974 

to  an  annual  rate  of  $1.20  per  com- 
mon  share.    Operating   divisions    are: 
U.S.    Industrial    Chemicals    Co.,    Na- 
tional  Distillers    Products   Company,   Almaden   Vineyards,    Inc., 
Bridgeport  Brass  Company,  and  Textiles.  NYSE. 
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Niagara  Share 
Corporation 


A  diversified  closed-end  investment 
company  whose  primary  objective  is 
growth  of  capital  from  common  stock 
investments.  Superior  long-term  rec- 
ord and  low  portfolio  turnover.  Inter- 
nally managed  by  its  officers  and 
directors  who  are  substantial  share- 
holders. Shares  eligible  for  Keogh 
Plans  and  Individual  Retirement  Ac- 
counts   under    Pension    Reform    Act. 

46th    Annual    Report    includes    investment   policies,    distribution 

options  and  investment  results.  Listed  on  NYSE. 
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Mohasco  Corporation 

A  leader  in  carpet,  furniture,  distri- 
bution and  furniture  rental  sectors  of 
the  interior  furnishings  industry  ...  31 
major  plants  in  United  States,  Mexico 
and  Europe  .  .  .  Products  include  car- 
pets by  Mohawk,  Firth  and  Alexander 
Smith;  furniture  by  Stratford,  Wind- 
sor, Stratolounger  and  BarcaLounger, 
Chromcraft,  Peters-Revington,  Mon- 
arch, Trend  Line  .  .  .  1974  sales,  $551- 
million. 
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North  Central 
Airlines,  Inc. 

Record  earnings  of  $8.2  million  ( $.66 
per  share);  revenues  of  $151  million 
highlight  1974:  $27  million  retained 
earnings  leads  eight  regionals.  Profits 
earned  for  20  of  the  21  years  under 
present  management.  Debt/equity  ra- 
tio of  0.69-to-l  is  one  of  the  best 
among  the  19  scheduled  airlines; 
cash  dividend  of  $.10  per  share  paid 
March  3,  1975.  Stock  trades  on  NYSE 
and  Midwest;  symbol  NCA.  North  Central  carries  over  four  and 
one-half  million  passengers  one  billion  passenger  miles  annual- 
ly. Serves  90  cities  in  13  states  and  Canada  with  50  jet-pow- 
ered aircraft. 
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Numac  Oil  &  Gas  Ltd. 

•  An  aggressive  independent  explora- 
tion and  producing  Company;  •  Mac- 
kenzie Delta  —  seismic  and  drilling 
program  in  progress;  •  Bituminous  Oil 
Sands  —  In  excess  20  billion  bar- 
rels in  place  on  100%  owned  proper- 
ty —  oil  recovery  pilot  project  ap- 
proved by  Government;  •  Increased 
exploration      activities      under      way; 

•  Net  funds  generated  from  1974  op- 
erations available  for  exploration— 
$4,060,090;  •  1974  net  income  up 
35%;  •  Working  capital  -  $5,661,175. 
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Oakite  Products,  Inc. 


Supplier  of  chemical  specialty  prod- 
ucts to  industry  since  1909,  Oakite 
markets  300  formulations  for:  clean- 
ing, surface  treating,  protecting  and 
decorating  metals;  sanitizing  equip- 
ment and  plant  environment;  condi- 
tioning cooling  water  and  controlling 
pollutants  in  industrial  effluent.  Both 
sales  and  earnings  were  up  for  '74. 
Business  of  contract  cleaning  division 
increased,  as  did  sales  of  overseas 
subsidiaries.  In  1974  acquired  Solven- 
tol  Chemical  Products,  Inc.,  supplier  to  institutional  and  com- 
plementary industrial  markets.  Oakite  has  paid  consecutive  quar- 
terly dividends  since  1934.  NYSE  symbol  OKT. 
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Pan  Ocean  Oil 
Corporation 

Pan  Ocean  Oil  Corporation  is  engage 
in  exploration  for  and  developmei 
of  major  reserves  of  oil,  gas  and  mi 
erals  in  16  different  countries.  < 
the  next  four  years,  the  Company  ex- 
pects to  benefit  from  the  develop- 
ment of  established  reserves  of  oil, 
gas,  uranium  and  coal.  During  1975, 
exploratory  or  development  drilling 
will  take  place  on  Company  proper- 
ties  in  both  the  U.K.  and  Norwegian  sectors  of  the  North  Sea, 
Nigeria,  Peru,  Abu  Dhabi,  Indonesia,  Canada  and  the  United 
States. 
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Parker-Hannifin 
Corporation 

Parker-Hannifin  is  the  only  full-limel 
manufacturer  of  fluid  systems  and 
components  —  standard  and  custom* 
engineered  hydraulic,  pneumatic  ancL 
cryogenic  controls,  cylinders,  valves! 
pumps,  seals,  filters,  connectors,  hosa 
assemblies  and  clamps.  Repair  and 
replacement  components  for  indus-1 
trial,  automotive,  and  high  technology 
markets  represent  about  45  percenq 
of  Parker-Hannifin's  $400  million  sales.  NYSE-PH. 
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Ogilvy  &  Mather 
International 

This  international  advertising  agency, 
with  offices  in  30  countries,  reported 
profits  up  for  the  thirteenth  consecu- 
tive year.  Billings  were  $522,809,667, 
up  9.8  percent,  and  earnings  were 
$3.02  per  share,  up  10.6  percent  over 
1973.  OMI  is  the  seventh  largest  ad- 
vertising agency.  In  the  past  five  years 
earnings  have  more  than  doubled. 
Dividends  are  now  being  paid  at  an 
annual  rate  of  $1.00  per  share  and  have  been  increased  an- 
nually for  the  past  ten  years.  Traded  OTC:  NASDAQ  symbol 
OGIL. 
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Peachtree  Door 

Peachtree  Door  is  an  Atlanta  basecl 
manufacturer  of  wood  and  aluminum! 
framed  patio  doors,  steel  bi-fold  close! 
doors,  pre-finished  door  frames  and 
insulated  entry  door  systems.  The 
Company  markets  its  products  j 
throughout  the  United  States.  The] 
1974  annual  report  graphically  illus- 
trates the  Company's  development! 
and  its  potential  for  future  growth! 
NASDAQ  Symbol  PCHD. 
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Pacific  Power  & 
Light  Company 

Supplies  541,000  electric  customers 
in  six  western  states;  owns  half  of  a 
Montana  coal  mine  providing  low- 
sulfur  coal  to  other  utilities;  has  a 
major  ownership  in  Telephone  Util- 
ities, Inc.,  which  has  23  operating 
subsidiaries.  Total  1974  revenues  were 
$246,979,000,  up  $11,044,000;  net  in- 
come applicable  to  common  was 
$45,722,000,    up    $587,000;    earnings 

per   share   were    $2.03,    and   four    dividends   of   400    per   share 

were  paid. 


Pennsylvania  Power  & 
Light  Company 


112 


84 


Pennsylvania  Power  &  Light  (ion 
pany  (PP&L),  supplying  electric  it 
to  a  10,000  square  mile  area  in  Peni 
sylvania,  has  strong  generating  capaj 
ity  and  fuel  position.  Record  hi«!ts  i 
revenues  and  earnings  were  posted  i 
1974.  With  96%  of  generating  capa< 
ity  coming  from  coal  burning  unit 
PP&L  continues  to  be  a  net  suppli< 
to  the  Pennsylvania-New  Jerse\  Marj 
land  Interconnection,  one  of  the  world's  largest  power  pools. 
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Peoples  Gas  Company 

Holding  company  with  four  operating 
subsidiaries  engaged  in  exploration, 
production,  transmission,  storage  and 
distribution  of  natural  gas.  An  11,000 
mile  transmission  system  operates  in 
12  states  and  serves  14  million  peo- 
ple. Total  assets  exceed  $1.9  billion. 
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Philadelphia  Electric 
Company 


An  investor-owned  utility  providing 
electric,  gas  and  steam  services  in  a 
2475-square-mile  territory  in  south- 
eastern Pennsylvania  and  northeastern 
Maryland. 

—More  than  $4.1  billion  invested  in 
electric,  gas  and  steam  facilities. 
—Outlays  of  an  additional  $2.1  billion 
scheduled  for  expansion  and  im- 
provement during  the  next  four  years, 
/idends  paid  every  year  since  1902. 
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Pinkerton's  Inc. 

Pinkerton's  Inc.  the  nation's  oldest 
and  largest  private  security  firm,  con- 
tinues to  set  company  records  for  rev- 
enues and  earnings.  In  1974,  rev- 
enues increased  10  per  cent  to  $193 
million;  net  income  rose  13  per  cent 
to  $7  million,  and  earnings  per  share 
were  $2.54  compared  to  $2.25  the 
year  before.  Pinkerton's  has  nearly 
40,000  employees  in  106  offices  in 
the  U.S.  and  Canada. 
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Pizza  Hut,  Inc. 

Pizza  Hut,  Inc.  is  principally  en- 
gaged in  the  development,  opera- 
tion, servicing  and  franchising  of  Piz- 
za Hut  restaurants.  In  FY  1974,  PHI 
completed  five  years  of  40%  growth 
in  sales  and  EPS.  For  the  nine 
months  ending  December  31,  1974, 
PHI  again  reported  a  40%  increase 
in  sales  ($124,055,130),  income 
($7,788,874)  and  earnings  per  share 
($1.71).  Operating  in  47  states  and 
11  foreign  countries,  there  are  cur- 
rently 1900  units  in  the  system. 
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Pope  &  Talbot,  Inc. 


1974-Pope  &  Talbot's  125th  year  of 
continuous  operations  and  the  sec- 
ond-best earnings  performance  in  the 
Company's  history.  Pope  &  Talbot  is 
a  diversified  forest  products  and  land 
resource  management  company  with 
operations  in  Oregon,  Washington  and 
British  Columbia.  Pope  &  Talbot's  tim- 
ber base— 125,000  acres  and  1.4  bil- 
lion board  feet  of  commercial  tim- 
ber—is among  the  largest  and  strong- 
est   in    the    forest    products    industry 

for  a  company  our  size.  Pope  &  Talbot,  Inc.  is  traded  on  the 

New  York  Stock  Exchange-Symbol-POP. 
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Potlatch  Corporation 

POTLATCH  describes  itself  as  "a 
tree  farmer  and  wood  converter."  Its 
27  plants  are  supplied  by  1.3  million 
acres  of  prime  forest  in  Idaho,  Min- 
nesota, and  Arkansas.  Products  in- 
clude lumber,  particleboard,  paper- 
board,  printing  paper,  packaging, 
specialty  wood  products  and  disposa- 
ble consumer  paper  products.  Earn- 
ings in  1974  were  $45,289,000,  a 
one-third  increase  over  the  previous 
year.  Sales  were  $448  million. 
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Pullman  Incorporated 

A  multi-industry  company  that  man- 
ufactures rail  cars,  transit  cars,  truck- 
trailers  and  intermodal  cargo  con- 
tainers. Leales  freight  cars,  truck- 
trailers  and  containers.  Constructs  and 
provides  engineering  for  petroleum 
refineries,  ammonia,  fertilizer,  chemi- 
cal; steel  and  ceramic  plants  and  oth- 
er basic  industries  worldwide.  1974 
earnings  per  share:  $5.69,  up  from 
$5.06  in  1973. 


123 


:S,    MAY    1,    1975 


Reichhold  Chemicals, 
Inc. 

In  1974  Reichhold  achieved  the  high- 
est sales,  net  income  and  income  per 
share  in  its  history.  Consolidated  sales 
reached  $483,606,000,  an  increase  of 
64.3%  over  the  $294,274,000  record- 
ed in  1973;  net  income  of  $24,708,000 
was  119.3%  higher  than  the  1973  fig- 
ure of  $11,268,000;  earnings  per 
share  rose  from  $1.65  in  1973  to  $3.59 
in   1974.   Reichhold  expects   1975  to 

be  a  successful  year,  despite  economic  uncertainties,  because  of 

its  broad  product  and  market  diversification. 

124 

85 


a 


33 


Richardson-Merrell 

Richardson- Merrell  Inc.  is  a  diver- 
sified pharmaceutical  company  which 
produces  proprietary  medicines  and 
toiletries,  ethical  pharmaceuticals,  vet- 
erinary products,  laboratory  and  di- 
agnostic chemicals,  and  plastic  pack- 
aging. Consumer  products  include 
Vicks  colds  products.  Sales  have  in- 
creased in  each  of  the  last  26  years 
with  a  compound  annual  growth  rate 
of  10.6%.  Profits  before  taxes  grew  at 
a  compound  rate  of  10.8?  per  year. 
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Rosemount  Inc. 

Rosemount  manufactures  and  mar 
kets  measurement  and  control  instru 
ments  to  four  primary  markets:  com' 
mercial  aviation,  defense  and  space 
energy,  and  process  and  manufactur 
ing.  Achievements:  five-year  com 
pound  sales  growth  of  21%  to  $32. i 
million;  five-year  compound  earning: 
per  share  growth  of  29%  to  $2.15 
FY74  new  orders  increased  38%,  back 
log  up  46%. 
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Richmond  Corporation 

Richmond  Corporation,  headquar- 
tered in  Richmond,  Virginia,  is  a  fi- 
nancial services  organization  with 
consolidated  assets  of  more  than  SI. 3 
billion.  The  company's  affiliates  are 
actively  invoked  in  the  areas  of  in- 
surance, investments,  real  estate  and 
allied  services.  Products  and  services 
are  offered  to  businesses  and  individ- 
uals in  49  states,  Washington,  D.C., 
Puerto  Rico,  Guam,  the  U.S.  Virgin 
Islands,  the  Bahama  Islands  and  eight 
Canadian  provinces. 
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Rockaway  Corporation 

This  diversified  company  with  inter- 
national operations  is  engaged  in 
packaging  services  ( wirebound  con- 
tainers and  machine  systems ) ,  mail 
and  shipping  room  products  ( scales, 
labeling  and  tape  dispensing  ma- 
chines), and  food  service  systems.  In 
1974  gross  revenues  reached  a  rec- 
ord $24,547,441 -an  increase  of  11% 
over  1973— while  net  earnings,  also  at 
record  levels,  reached  $2.09  per  com- 
mon share.  Uninterrupted  payment 
cash  dividends  since  1928. 
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Rosario  Resources 
Corporation 


Another  year  of  records 

1974  1973 

Sales  $59,816,000  $45,953,000 

Net  earnings    12,012,000       7,054,000 
Per  share  2.46  1.50 

Dividends  .46  .23 

Shareholders  6,183  4,325 

( Per  share  amounts  reflect  a  3-for-2 
stock  split  in  1974  and  2%  stock  divi- 
dends in  both  1973  and  1974.)  Ro- 
sario produces  silver,  gold  and  other  non-ferrous  metals;  aggre- 
gates, limestone  and  other  minerals;  and  oil  and  natural  uas. 
NYSE  symbol:  ROS. 
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The  Rucker  Company 

Oil  Tools  and  Services 

A  leading  international  supplier  o 
land  and  offshore  petroleum  drill 
ing,  well  completion  equipment  am 
services,  Rucker  achieved  recoil 
1974  results: 

•  Income  before  extraordinary  item 
rose  to  $8.4  million  from  $2.2  million 
a  282%  increase. 

•  Primary  earnings  per  share  in 
creased  to  $2.15  from  60  cents,  m 
258%. 

•  Sales  were  $111.2  million,  up  51%  from  $73.7  million  in  1973 
Quarterly  cash  dividends  of  5  cents  per  share  were  initiated  ir 
February  1975.  NYSE,  PSE  symbol  "RK." 
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Rucker  Pharmacal 
Co.,  Inc. 

Rucker  Pharmacal  is  a  young  aggres 
sive  prescription  drug  manufacture 
whose  earnings  have  tripled  in  th< 
last  five  years.  Growth  has  CO 
from  a  well-developed  product  lint 
and  from  a  well-developed  approacl 
to  selling  these  drugs  to  the  medica, 
profession. 
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Russell  Corporation 

The  nation's  largest  manufacturei  an. 
marketer   of   athletic    uniforms,    and 
diversified    producer    of    knit    appall 
and    knit    and    woven    fabrics 
last  fiscal   year   of   $107   million 
net    Income   of   $5.8   million   or   $3.5l 
I ii  r    share,    up   64   per   < nil    OVW     lc,T 
Fully    integrated    from     raw     fihei     I 
finished     garments.      Listed      on      ili 
American     Stock     Exchange     I   WH   \ 

RML). 
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SSP  Industries 


/- 


SSP  Industries,  Burbank,  Cal.,  contin- 
ued to  show  good  sales  and  earnings 
through  the  fiscal  year  which  ended 
Feb.  28,  1975,  although  the  records 
of  1972,  73  and  '74  were  not 
00  topped.  SSP  Industries  is  a  diversi- 
fied metal  products  manufacturer  sell- 
ing to  commercial,  industrial  and  mi'i- 
tary  accounts.  Four  subsidiaries  pro- 
duce 1)  energy-saving  wind  machines 
-  •> -^  for  citrus,  avocado,  grape,  apple  and 

other  crop  frost  protection,  2)  swivels, 
blocks,  hooks,  concrete  buckets  and  vibrating  gear  for  heavy  con- 
struction, 3)  proprietary  aerospace  equipment  for  private,  com- 
mercial and  military  end  users,  and  4)  utility  truck  bodies,  aerial 
ladders  and  telescopic  boom  cranes. 
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Southern  Pacific 
Company 


Southern  Pacific  is  a  holding  compa- 
ny with  diversified  subsidiaries,  in- 
cluding one  of  the  nation's  largest 
railroad  systems  in  both  route  miles 
and  operating  revenues,  serving  12 
states  in  the  West  and  Southwest.  It 
also  engages  in  trucking,  pipeline  and 
intermodal  transportation,  land  devel- 
opment, leasing,  and  computer  and 
consulting  services.  Its  specialized  mi- 
crowave communications  network  for  private-line  customers  be- 
gan service  on  a  coast-to-coast  basis  last  year.  Southern  Pacific 
set  records  in  1974  with  operating  revenues  of  $1.7  billion,  net 
income  of  $111.9  million,  or  $4.20  per  share,  and  paid  a  divi- 


dend of  $2.20  per  share  to  its  stockholders. 
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Scholl,  Inc. 


Manufacturer  and  distributor  of  foot 
and  leg  care  products,  footwear  and 
tapes.  Consolidated  worldwide  sales 
in  1974  reached  $171,487,000,  com- 
pared with  a  previous  high  of 
$150,253,000  in  1973.  Consolidated 
net  earnings  per  share  were  $1.27, 
compared  to  $1.98  per  share  in  1973. 
United  States  headquarters  are  locat- 
ed at  213  West  Schiller  Street,  Chi- 
cago, Illinois  60610. 
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Service  Merchandise 
Company,  Inc. 

Rapidly-growing  regional  network  of 
popular  catalog  showrooms,  with  30 
units  in  operation  at  year-end  in  South 
and  Mid-West.  Sales  from  $16  mil- 
lion to  $129  million  in  five  years, 
net  income  from  $310,000  to  $2.7 
million  or  $1.76  per  share.  Continued 
expansion  planned  in  1975.  Stock 
traded  over  the  counter  NASDAQ: 
SMCH. 
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The  Signal  Companies 


Nineteen  Sevcnry-faur 
Annual  Report 


The  Signal  Companies, 
Inc. 


;>rd 


Consolidated  income  from  continuing 
operations  for  the  year  ended  Decem- 
ber 31,  1974,  was  $64.4  million  or 
$2.89  per  share  in  1974,  a  46  per  cent 
increase  over  $44.1  million  or  $1.85 
per  share  in  1973.  Consolidated  sales 
from  continuing  operations  in  1974 
were  a  record  $1.65  billion,  a  15 
per  cent  increase  over  $1.43  billion 
in  1973.  Mack  Trucks,  Inc.  and  The 

Tett  Corporation,  the  principal  subsidiaries,  again  reported  rec- 

sales. 
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The  Southland 
Corporation 


Nation's  largest  operator  and  fran- 
chisor of  convenience  stores  with 
more  than  5,200  7-ELEVENS.  200 
Gristede's,  Charles  &  Co.,  Barricini 
stores.  Major  dairy  processor.  Truck 
leasing,  candy,  ice,  chemicals,  Inter- 
est in  U.K.  specialty  food  stores.  Li- 
censes 7-ELEVEN  in  Japan.  1974 
revenues  $1.6  billion  up  15.5%,  net 
earnings  $29.7  million  up  27.5%,  pri- 
mary earnings  per  share  $1.75  up  26.8%. 
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Sparton  Corporation 


1900-1975.  SEVENTY-FIVE  YEARS 
of  manufacturing  quality  products. 
LEADER  in  ( 1 )  sonobuoys  ( ex- 
pendable, electronic  Anti-Submarine 
Warfare  devices);  (2)  auto  and 
marine  horns;  (3)  automated  tire 
mounting-inflating  equipment  for  auto 
manufacturers.  HIDDEN  ASSET: 
Experienced  and  successful  oil  and 
gas  exploration  division.  Current  val- 
ue of  oil  and  gas  reserves  and  prop- 
erties estimated  at  twice  book  value. 
Fiscal  '74  (per  share):  net  income— $1.34;  working  capital— 
$5.93.  Current  equity— $12  per  share.  Dividends  since  '63.  No 
term  debt.  Management  owns  44.6%.  NYSE  symbol— SPA. 
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Standard  Brands,  Inc. 


19th   Consecutive   Year   of  Increased 

Sales  and  Earnings 
17th   Consecutive   Year   of   Increased 

Dividend  Payments 
Sales  $1,776,000,000 

up  21% 
Net  Income  $55,900,000 

up  15% 
Earnings  per  share  $4.05 

Annual  dividend  per  share  based  on 
current  quarterly  rate  $2.00 

Standard  Brands  is  a  broadly  diversified 
multi-national  manufacturer  of  branded  consumer,  food  service  and 
industrial  products.  1974  results  demonstrate  the  strength  provided 
by  Standard  Brands'  broad  geographic  and  product  140 
diversification. 
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Sta-Rite 
Industries,  Inc. 


QSTA-RTH 


Sta-Rite's  unique  1974  report  includes 
a  complete  SEC  Form  10K.  The  re- 
port also  reflects  Sta-Rite's  major  posi- 
tions as  a  pump  manufacturer  for  wa- 
ter supply  systems  and  also  hydraulic 
pump  systems  for  farm  tractor  and 
construction  equipment  as  well  as 
other  basic  pumping  system  needs. 
Sta-Rite  reported  record  sales  for 
1974  of  $98.2  million  and  earnings 
of  $1.84  per  share.  Since  1970,  EPS  increased  163%  as  sales  in- 
creased 61%.  NASDAQ  Symbol:  SRTE. 
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Steak  n  Shake 


ST€AK  •  SH«K€ 


Steak   n   Shake   is   one   of  the   oldest 
restaurant  chains  in  the  United  States. 
The  Company  operates  95  restaurants 
in  the  Midwest,  Georgia  and  Florida. 
In  fiscal  1972,  the  Company  began  a 
major     expansion     program.     Thirty- 
three     new     restaurants     have     been 
opened  since  August  1972.  Fiscal  1974 
revenues   rose   to    $42,103,140.    After- 
tax   earnings    rose    25%    to    $.91    per 
share.  Since  1969,  net  earnings  have 
increased  at  an  average  annual  com- 
pounded rate   of   18.7%.   Net  worth  has   increased   steadily   and 
now    stands    above    $12,000,000.    Dividends    have    been    paid 
every  year  since  1948.  The  current  annual  rate  is  $0.24  per  share. 
(NASDAQ  symbol:  "STAK"). 
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Stecher-Traung- 
Schmidt  Corporation 


"Now  in  its  105th  year  of  operation, 
Stecher-Traung-Schmidt  is  one  of  the 
nation's  largest  printing  firms  offering 
complete  full-color  lithography,  letter- 
press and  gravure  services  through 
three  plants  and  seventeen  sales  of- 
fices nationwide.  In  1974  the  Corpora- 
tion achieved  the  highest  sales  vol- 
ume in  its  history,  $47,043,407-up 
20%,  and  net  earnings  of  $872,628- 
up  107%.  It  was  the  thirty-sixth  year  of  uninterrupted  dividend 
payments.  Traded  OTC.   NASDAQ  symbol  STHR." 
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Steelmet,  Inc. 

Steelmet,  Inc.  a  major  recycler  of  sec- 
ondary metals,  reported  record  results 
in  fiscal  1974.  Profits  rose  410  percent 
to  $5,183,843  or  $3.41  per  share 
while  volume  increased  42  percent 
to  $120,120,369.  Future  growth  seems 
assured  as  secondary  metals  are  re- 
cycled to  conserve  energy  and  pri- 
mary materials  while  reducing  air  and 
water  pollution. 
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Sullair  Corporation 

Sullair,  a  leading  producer  of  rotar 
screw  air  compressors,  set  record  high 
in  sales,  net  income  and  earnings  p^ 
share  in  1974  for  the  ninth  conseci 
tive  year  since  its  inception  in  19K 
Sales  of  $41.9  million  and  net  incom 
of  $2.4  million  in  1974  were  46%  an 
42%,  respectively,  over  1973.  The  ar 
nual  report  reflects  details  of  the  corr. 
pany's  products  and  operation; 
NASDAQ-SULL. 
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Synalloy  Corporation 
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Synalloy    financial    performance     s< 
further  records  in  1974: 

•  Sales  up  31%  to  $52.7  million. 

•  Earnings   before   taxes   up   65%   1 
$2.9  million. 

•  Earnings  per  share  up  60%  to  $.7 

•  Book  value   per   share   up    11% 
$7.12. 

•  Synalloy  has  Divisions  covering  tl 
manufacture    of   organic    chemica 

dyestuffs    and    pigments:    specializ< 
alloy  equipment  systems:  and  the  di 

tribution  of  stainless  steel  pipes,  valves  and  fittings.  Listed  ( 

AMEX  -  Symbol  SYO. 
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Syracuse  China 
Corporation 

Syracuse  China  Corporation  designj 
manufactures  and  distributes  tbl 
leading  brand  of  commercial  chin,, 
ware  for  the  growing  food-service  ill 
dustry.  The  Corporation  is  also  tl 
largest  manufacturer  of  religious  cai 
dies  and  is  among  the  largest  mam  | 
facturers  of  decorative  candles  in  tr  j 
United  States.  Fiscal  1974  was  tl  ■ 
best  year  in  its  combined  103  yei II 
history. 
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Telefile  Computer 
Corporation 

1974  was  the  best  year  in  Telefilt 
six  year  history.  By  specializing  ' 
supplying  large  disk  storage  syster 
to  a  largely  untapped  market— use 
of  computers  other  than  IBM— phi 
data  communications  equipment  ai 
systems,  Telefile  boosted  sales  som 
34  percent  in  1974  to  $2,477,001 
Earnings  jumped  nearly  300  percol 
to  just  over  $434,000. 
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Terra  Chemicals 
International,  Inc. 


Company  headquartered  in  Sioux 
City,  Iowa,  is  a  major  marketer  and 
producer  of  chemical  fertilizers  and 
feed  ingredients.  1974  net  earnings 
were  a  record  $24,975,000  after  ex- 
traordinary credit  (utilization  of 
net  operating  loss  carry-overs)  of 
$3,570,000,  compared  with  $8,112,000 
after  extraordinary  credit  of  $4,110,- 
000  in  1973.  Earnings  per  common  share  were  $4.59  compared 
with  $1.37  in  1973,  after  extraordinary  credits  of  $0.69  and 
$0.83,  respectively.  Revenues  were  a  record  $102.8  million,  up 
72%  from  $59.8  million  in  1973.  Earnings  for  1974  significant  y 
improved  financial  strength.  _  _ 
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Texasgulf 


Texasgulf 


Texasgulf,  a  diversified  natural  re- 
sources company,  is  one  of  the  world's 
largest  producers  of  zinc,  silver,  sul- 
phur and  agricultural  materials— in- 
cluding phosphatic  products  and  pot- 
^  -.  •***-*.  asn-    The    company    is    a    significant 

8l^     >*wBBr^  producer    of    copper,    lead    and    cad- 

^L    (ti&^r  mium.   Texasgulf  is  also  involved  in 

the  production  of  oil,  gas,  tin,  iron 
ore  and  forest  products,  and  in  the 
near  future  will  be  a  producer  of 
soda  ash.  To  diversify  further,  Texas- 
gulf is  continuing  worldwide  exploration  activities. 
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and  Tomorrow 


UOP 

In  1974,  UOP  generated  record  rev- 
enues of  $825  million  and  earnings  of 
$27.8  million.  UOP,  a  leader  in  de- 
velopment of  technology  related  to 
energy,  environment  and  engineered 
products,  had  anticipated  1974's  ma- 
terials and  energy  shortage  and  was 
prepared  for  the  unique  worldwide 
opportunities  to  commercialize  its 
technology.  As  a  result,  all  major  op- 
erating units  of  the  company  were 
profitable.  UOP  continues  to  expand 
on  its  well  established  international 
activities. 
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U.S.  Home 
Corporation 

With  housing  once  again  expected  to 
lead  the  country  out  of  a  recession 
U.S.  Home  Corporation,  the  nation's 
largest  home  builder,  stands  poised 
for  an  extended  period  of  renewed 
growth.  The  annual  report  for  the  fis- 
cal year  ended  February  28,  1975, 
discusses  how  the  company  has  pos- 
tured itself  to  operate  at  today's  low- 
er volume  of  housing  sales  and  at 
the  same  time,  ready  itself  for  the  anticipated  surge  in  hous- 
ing demand  later  this  year.  Company's  symbol  is  UH,  listed 
on  the  New  York  and  Pacific  exchanges. 
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Toledo  Edison 

Toledo  Edison  serves  245,000  elec- 
tric customers  in  a  2,500  square  mile 
area  of  dynamic  Northwestern  Ohio. 
The  report  highlights  the  effects  of 
inflation  on  financial  reporting,  and 
features  a  new  management  organi- 
zation unique  to  the  industry.  In  1976 
the  company  is  scheduled  to  begin 
operating  Ohio's  first  nuclear  power 
station,  adding  to  what  is  already  one 
of  the  nation's  most  efficient  generat- 
ing systems.  NYSE  Symbol:  TED 
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Unarco  Industries,  Inc. 

Record  sales  and  earnings  in  1974. 
Earnings  rose  103.3%  to  $10,543,485 
on  a  30.6%  sales  increase  to 
$175,933,938.  Per  share:  $3.33  vs. 
$1.64  in  '73,  adjusted  for  25%  stock 
dividend  paid  February  14,  1975. 
Cash  flow  in  1974  rose  to  $13.5  mil- 
lion from  $9  million  in  1973.  95%  of 
the  company's  products  are  made 
from  steel.  Sales  by  nine  divisions: 
To  customers  who  serve  the  nation's 
essential  product  needs.  UNR  on  the 
New  York  Stock  Exchange. 
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Tyler  Corporation 

Tyler  Corporation  (NYSE/PBW) 
posted  the  strongest  year  of  its  exis- 
tence during  1974.  Fully  diluted 
earnings  per  share  increased  42%  to 
$4.02,  capping  a  five  year  compound 
growth  rate  of  22%.  Return  on  ending 
shareholders'  equity  was  21.4%.  Tyler 
sells  goods  and  services  to  a  diverse 
segment  of  industrial  customers.  Its 
major   operations,    recognized    leaders 

^ within   their   fields,   include    commer- 

^^^^^^^^^^^^^  cial  explosives,  heavy  hauling,  and 
?e  and  fittings.  The  new  report  details  1974's  performance 
lich  met  or  surpassed  established  corporate  goals.  Annual  div- 
;nd  rate  per  share:  1973-$.20;  1974-140;  1975-S.60. 
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United  Aircraft 

Sales,  earnings,  exports,  and  business 
backlog  rose  to  record  levels  in  1974 
for  this  designer  and  manufacturer  of 
high-technology  products  for  world- 
wide industrial,  commercial  and  gov- 
ernment markets.  Through  diversi- 
fication and  acquisition  United  is 
broadening  its  business  base  beyond 
its  traditional  aerospace  markets  to  in- 
clude electrical  power,  communica- 
tions, industrial  equipment,  automo- 
tive, appliance,  construction,  marine 
propulsion.  Industrial-commercial  business  climbed  to  67%  of 
$3.3  billion  in  sales.  Net  income  was  $104.7  million.  Year-end 
backlog  was  $3.5  billion. 
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Universal  Instruments 
Corporation 


Labor-saving  equipments  for  the  con- 
ditioning and  assembly  of  components 
in  electronic  applications  in  industry. 
Also  utilizes  its  own  equipments  to 
provide  a  processing  and  assembly 
service  for  concerns  in  the  electronics 
field.  Record  $25,643,000  sales  and 
$3,300,000  earnings  after  taxes  in  fis- 
cal year  closed  November  1,  1974. 
Strong  historical  growth  rate  and 
sound  balance  sheet.  Stock  traded  OTC,  Symbol  UNIN.  Of- 
fices  ami  plants  located  in  Binghamton,  New  York. 
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The  Upjohn  Company 


Worldwide  sales  (in  136  countries) 
in  1974  rose  23  percent  to  a  record 
$794,475,000  for  this  major  producer 
of  pharmaceuticals,  urethanes  and 
other  chemicals,  and  agricultural  spe- 
cialty products.  Earnings  of  $2.34  per 
share  ( after  a  reduction  of  37  cents 
by  a  change  from  FIFO  to  LIFO  in- 
ventory accounting  for  most  domestic 
inventories)  compared  with  1973's 
record  of  $2.33.  Both  U.S.  and  inter- 
national sales  increased  at  approxi- 
mately the  same  rates;  U.S.  sales  in  1974  accounted  for  62  per- 
cent of  corporate  volume  and  international  sales  38  percent. 
Record  capital  spending  of  $130  million  is  projected  for  1975,  vs. 

$88.9   milion   in    1974.   Listed    NYSE    (symbol   UPJ). 
Continuous  dividends  since   1910.  158 


VF  Corp. 


Fiscal  1974  was  VF  Corporation's 
best  year.  Sales  increased  12.7%  to 
$388.9  Million  compared  with  $345.2 
Million  for  1973.  Net  earnings  totaled 
$25.5  Million  compared  with  $20.2 
Million  for  1973,  an  increase  of  26.1%. 
Earnings  Per  Share  increased  from 
$2.07  in  1973  to  $2.61  in  1974. 
Working  capital  at  year-end  1974 
amounted  to  $110.3  Million,  yield- 
ing a  current  ratio  of  3.9  to  1.  Com- 
panies of  VF  Corporation,  an  inter- 
national apparel  complex,  are:  Vanity  Fair,  Lee,  Kay  Windsor 
and  Berkshire.  (NYSE,  Symbol  VFC) 


159 


W*#v^ 


Van  Dorn  Company 

1974  earnings  were  best  in  102-year 
history,  sales  second  best.  Company 
concentrates  in  special  purpose  con- 
tainers (60%  of  '74  sales),  and  plastic 
injection  molding  machinery  (37%). 
Ten-year  growth:  sales,  $29-$  106  mil- 
lion; earnings  per  share,  41  cents- 
$1.29;  dividends  per  share,  5  cents- 
31  cents.  Two  facility  expansions  in 
progress.  Has  growing  group  of  share- 
holders. VDC-AMEX. 
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Varlen  Corporation 

Varlen  reported  record  results  in 
1974.  Sales  reached  an  all-time  high 
of  $34.8  million  with  earnings  of 
$1.34  million  or  $.46  a  share.  The 
company  is  principally  one  of  the 
largest  OEM  manufacturers  of  steel 
tubular  components  and  metal  as- 
semblies for  the  bindery  industry;  a 
major  independent  company  in  re- 
building heavy  duty  parts  of  diesel 
engines;  producer  of  special  spring 
steel  for  the  agricultural  market  and 
rail  anchors  for  the  railroad. 
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Vulcan  Materials 
Company 

Sales,  earnings  and  earnings  per  share 
in  1974  rose  to  record  levels  for  the 
third  consecutive  year.  Sales  were  up 
for  the  11th  consecutive  year  rising 
32%  to  $431  million.  Net  earnings 
rose  29%  to  $30  million  and  earnings 
per  common  share  32%  to  $5.30.  The 
common  stock  dividend  was  raised  to 
an  annual  rate  of  $1.80  per  share  in 
January,  1975. 
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WTC  Air  Freight 

"In  1974  WTC  Air  Freight  achieved 
by  far  the  most  successful  year  in  its 
history.  Revenue  increased  39  per- 
cent to  $76.6  million  from  $55.1  mil- 
lion. Net  income  from  continuing 
operations  on  a  per  share  basis  rose 
25  percent  to  70  cents  from  56  cents. 
Significant  progress  was  accomplished 
with  a  strengthening  of  the  compa- 
ny's financial  position,  improved 
market  penetration,  and  the  exten- 
sion of  service  capabilities." 
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Del  E.  Webb 
Corporation 

...  is  owner-operator  of  Nevada  ginn- 
ing   casinos,    major    resort    hotels    in 
Western  states   and   Hawaii;   and   na 
tionally    known    for    its    Arizona    Sim 
City       resort-retirement       communiU 
near    Phoenix.    The    Company     docs 
contract   and   negotiated   construction 
work  on  a  national  basis  and  its  ( 
mercial  Group  owns  and  operates  <>l 
fice  buildings  and  varied  commi 

properties.  Read  how  Webb  is  meeting  challenge!  of  tli<     U  S 

economy. 
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Wehr  Corporation 

1974  sales  of  $48,000,000  were  up  23% 
to  a  new  record;  conservatively  stated 
earnings  increased  to  a  record  $2.64 
per  share.  The  report  displays  sales 
charts,  and  reviews  operations  for  the 
company's  three  groups:  Environmen- 
tal Products  ( air  conditioning  distribu- 
tion equipment,  filters,  pollution  in- 
struments ) ,  Industrial  Equipment,  and 
Casteel  Products.  Backlogs  are  at  all 
time  highs. 
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Western  Union 
Corporation 

In  1974,  Western  Union  pioneered 
domestic  satellite  communications 
with  the  launch  of  Westar  I  and 
Westar  II.  The  1974  Annual  Report 
describes  Western  Union's  modern  in- 
formation networks  and  the  compa- 
ny's diversification  into  non-regulat- 
ed, information-related  businesses. 
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Wheelabrator-Frye 
Inc. 


WFI's  1974  revenues  increased  a  rec- 
ord 36%  over  last  year's  level  to 
$351,048,000  with  earnings  of 
$12,741,000;  up  27%  from  1973. 
WFI  designs,  manufactures,  owns,  op- 
erates and  finances  environmental 
and  energy  production  systems  for 
refuse-to-energy  conversion,  coal  gas- 
ification and  liquefaction,  materials 
cleaning  and  air  and  water  pollution 
ntrol.  Its  Graphics  Group  is  a  major  supplier  of  printing  inks 
d  specialty  chemicals,  reproduction  papers  for  the  business 
rms  industry  and  specialty  printing  and  packaging  services. 
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WWn  Air  Alaska,  Inc. 
Armunl  Report  t974 


Wien  Air  Alaska,  Inc. 

Wien  Air  Alaska,  Inc.  is  an  important 
medium  of  transportation  in  Alaska, 
utilizing  jet  aircraft  and  other  mod- 
ern equipment  to  provide  scheduled 
service  to  some  175  points  in  the  State, 
including  all  major  population  cen- 
ters and  areas  of  economic  activity. 
It  is  the  only  Federally  certificated 
carrier  offering  scheduled  service  to 
North  Slope  oil  and  pipeline  areas. 
Earnings  of  $3.8  million,  or  $1.01  per 
share,  were  reported  in  1974. 
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Williamhouse-Regency 
Inc. 

Williamhouse-Regency  Inc.  (AMEX) 
is  a  leading  designer  and  manufac- 
turer of  specialty  personalized  paper 
products  and  also  has  operations  in 
the  plastic  housewares  field.  The 
company  had  record  operating  re- 
sults in  fiscal  1974  with  sales  of 
$63,239,000  and  net  income  of 
$5,174,000  or  $1.73  per  share. 
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WYLE  LABORATORIES 
1975  ANNUAL  REPORT 


Wyle  Laboratories 

Reporting  record  sales  and  earnings, 
Wyle  Laboratories  has  evolved  and 
expanded  on  the  base  of  its  early 
technical  capabilities  into  a  diversi- 
fied services  and  manufacturing  com- 
pany with  twenty-two  operations 
in  the  fields  of  electronic  component 
distribution  (48%),  industrial  manu- 
facturing ( 27% ) ,  transportation 
( 15% ) ,  and  scientific  services  and  sys- 
tems ( 10% ) .  The  company  recently 
completed  its  first  year  of  regular 
quarterly  cash  dividend  payments. 
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White  Consolidated 
Industries,  Inc. 


Sales,  net  income  and  net  income 
per  common  share  reached  all  time 
highs.  On  sales  of  $1,016,621,000, 
net  income  was  $38,477,000  or  $3.09 
per  common  share,  all  new  records. 
This  compares  with  1973  income  of 
$34,844,000  or  $2.70  per  common 
share  (before  extraordinary  income) 
on  sales  of  $825,626,000.  The  1973 
earnings  included  extraordinary  in- 
line of  $527,000  or  $.05  per  common  share.  There  were  no 
1 1  aordinary  items  in  1974. 
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Xonics,  Inc. 

Xonics  is  a  developer  of  high  tech- 
nology medical  X-ray  imaging  equip- 
ment (Xonics  Electron  Radiography— 
XERG)  a  silverless,  high  sensitivity, 
low-cost  X-ray  imaging  system.  XERG 
Mammographic  units  and  XERG  Au- 
tomatic Chest  units  are  scheduled  for 
initial  limited  delivery  in  this  calen- 
dar year.  Xonics  also  produces  special 
procedure  X-ray  equipment  (MEM- 
CO  special  procedure  X-ray  table), 
data  processing  systems  providing 
business  users  with  low-cost  access  to  Western  Union/ United 
States  Postal  Service  Mailgram  (Telepost)  and  atmospheric 
monitoring  systems.  Sales  and  earnings  are  at  record  levels. 
Traded  AMEX  (XOX),  PSE  (XOXP),  PBWSE  (XOX). 
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"An  excellent  insight   into   much 
that    has   touched   the   American 
scene  during  the  past  quarter  cen- 
tury and  even  longer— not  only  in 
business,  on  Wall   Street  and   in 
the  marketplace,  but  among  the 
personalities   who    have    been    in 
and  made  the  news,  and  every- 
thing from  campus  turbulence  to 
water  beds." 
Edgar  B.  Speer 
Chairman, 
United  States  Steel  Corporation 

"Reviewing  these  editorials  span- 
ning more  than  two  decades  is  a 
fascinating  exercise.  FORBES  has 
been  not  only  right  so  often  on 
momentous    issues,    but    in    the 
vanguard!" 
James  C.  Fletcher 
Administrator, 
National  Aeronautics  and 
Space  Administration 

"...a  treasure  house  of  wit  and 
wisdom  on  business  and  politics. 
As  you  read  it,  you'll  keep  saying 
to  yourself,  "I  wish  I'd  said  it  that 
way!" 

W.  F.  Rockwell,  Jr. 
Chairman  of  the  Board, 
Rockwell  International 
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Agency:    The  Cramer-Krasselt  Co. 
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Forbes'  Fact  and  Comment  at  the  ad- 
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covering  the  above  copies  at  $7.95  a 
copy  is  enclosed.  (No  charge  for  ship- 
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1  fear  uniformity. 

You  cannot  manufacture  great  men 

any  more  than  you  can 

manufacture  gold. 

John  Ruskin 


We  must  welcome  the  future, 

remembering  that  soon  it  will  he 

tlie  past;  and  we  must  respect 

the  past,  knowing  that  once  it 

was   all    that   was    humanly   possible. 

Santayana 


Youth*  is  a  circumstance 
you  can't  do  anything  about. 
The  trick  is  to  grow  up 
without  getting  old. 
Frank  Lloyd  Wright 


The  cause  of  freedom  is  identified 
with  the  destinies  of  humanity. 
Louts  Kossuth 


I  have  always  sought 

to  guide  the  future— but  it  is 

very  lonely  sometimes 

trying  to  play  God. 

Oliver  Wendell  Holmes  Jr. 


We  inherit  nothing  truly, 
but  what  our  actions  make  us 
worthy  of. 
John  Chapman 


The  wise  man  must  remember 
that  while  he  is  a  descendant 
of  the  past,  he  is  a 
parent  of  the  future. 
Herbert  Spencer 


Upon  our  children— 
liow  they  are  taught— 
rests  the  fate  or  fortune 
of  tomorrow's  workL 
B.C.  Forbes 


Youth  loves  honor  and  victory 
more  than  money. 
Aristotle 


A  man  who  wishes  to  make 
a  profession  of  goodness  in 
everything  must  necessarily  come 
to  grief  among  so  many 
who  are  not  good. 
Niccolo  Machiavelli 


Like  its  politicians  and  its  wars, 
society  has  the  teenagers 
it  deserves. 
J.B.  Priestley 


Today  is  the  pupil  of  yesterday. 
Publilius  Syrus 


The  future  is  purchased 
by  the  present. 
Samuel  Johnson 


If  I  had  influence  with 

the  good  fairy  who  is  supposed 

to  preside  over  the  christening 

of  all  children,  I  should  ask 

that  her  gift  to  each  child 

in  the   world  be  a  sense  of  wonder 

so   indestructible    that   it   would   last 

throughout  life,  as  an  unfailing 

antidote  against  boredom  and 

disenchantments  of  later  years, 

the  sterile  preoccupation  with 

things  that  are  artificial, 

the  alienation  from  our  sources 

of  strength. 

Rachel  Carson 


A  child's  life  is  like 
a  piece  of  paper  on  which 
every  passerby  leaves  a  mark. 
Chinese  Proverb 


The  man  who  knows  not 
and  knows  that  he  knows  not 
is  a  child— teach  him. 
Arabian  Proverb 


The  wise  person  possesses  humility. 
He  knows  that  his  small  island 
of  knowledge  is  surrounded  by 
a  vast  sea  of  the  unknown. 
Harold  C.  Chase 


If  a  society  is  to  preserve 

stability  and  a  degree  of  continuity, 

it  must  know  how  to  keep 

its  adolescents  from  imposing 

their  tastes,  attitudes,  values 

and  fantasies  on  everyday  life. 

Eric  Hoffer 


If  one's  life  reaches 

to  or  beyond  70,  one  must  have 

acquired  some  wisdom  along  the  way 

or  be  intellectually  dead 

or  a  damned  fool. 

Dorothy  McCall 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  NY.  10011.  N.Y.  State 
residents,  add  4%-8%  sales  tax. 


A  Text 


Sent  in  by  Axel  V.  Thomsen,  BatUe 
Creek,  Mich.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


It  is  good  for  a  man  that  he  bear  the 
yoke  in  his  youth. 
Lamentations  3:27 
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How  Chemical  helps 

supply  financial  energy 

for  a  changing  world* 


Financial  energy  is  not  just  money.  It 
is  using  money  in  imaginative  and 
effective  ways  to  make  things  happen. 

One  of  the  most  vital  ways  Chemical 
is  using  financial 
energy  today  is  to 
generate  other  kinds 
of  energy  through 
everything  from 
product  and  project 
financing  to  specially 
designed  programs 
involving  leasing  and 
commercial  financing. 

Our  financial  energy 

is  finding  new  ways 

to  use  coal. 

The  energy  crisis 
is  making  coal  look 
more  interesting  than 
it  has  in  years.  And 
Chemical  is  deeply  involved  in  a  partic- 
ularly innovative  project  at  the 
mouth  of  a  coal  mine  in  North  Dakota. 
Chemical  is  helping  finance  a 
400,000-kilowatt  steam-generating  plant 
right  next  to  the  raw  material 
resource. 

Under  a  complex  leveraged  leasing 
plan,  we  will  lease  the  plant  to  a  new 
electric  cooperative  which  will  sell 
power  to  utilities. 

This  financial  package  is  being  studied 
with  great  interest  by  the  electric 


industry  because  it  involves  a  form  of 
financing  not  traditionally  used  by  them. 
Mines, wells,  and  pipelines. 

At  the  same  time,  Chemical  is  financ- 
ing a  uranium  mine 
and  milling  complex 
in  the  Southwest.  We 
can  do  this  on  a  non- 
recourse basis  because 
our  Petroleum  and 
Minerals  Division 
includes  geologists 
and  engineers  who  are 
also  bankers.  They  can 
make  evaluations  of 
mineral  and  petroleum 
deposits  and  make 
banking  decisions 
based  on  them. 

Were  involved  in 
the  North  Slope  explo- 
rations, in  a  cross-Canada  crude  oil 
pipeline,  in  many  major  North  Sea  projects, 
in  a  multimillion-dollar  loan  to  Algeria, 
and  in  building  mammoth  LNG  tankers 
that  will  sail  between  Indonesia  and  Japan. 

If  you  have  a  project  that  could 
use  some  financial  energy,  talk  to  your 
Chemical  Bank  representative. 

CkmicalBaink 

American  business:  When  needs 
are  financial,  the  reaction  is  C  Chemical 


Vfe  have  given 
(and"loaned,,)Venezuela 

329  millions. 
But  they  quadrupled  the 

price  of  oil  to  us 


—  and  have  nationalized  the  iron  ore  mines 
there,  which  we  developed. 

And  we  gave  Libya  whole  boatloads 
of  food  when  they  needed  it -$228,000,000 
in  economic  aid— which  hasn't  stopped  them 
from  raising  the  price  of  oil  to  the  United 
States  to  $12.50  a  barrel  — more  than 
4  times  the  former  price. 

The  oil  producing  countries  have  been 
more  than  glad  to  accept  hundreds  of 
millions  of  dollars  from  us,  and  now  show 
their  appreciation  by  raising  by  300%  the 
price  to  us  of  their  oil.  No  thought  of 
returning  the  billions  they  have  received. 

The  United  States  is  always  the  first  stop 
for  every  country  wheTi  that  country  is  in 
trouble.  Maybe  it's  time  we  asked  why? 

U.  S.  Loans  And  Grants  (1946-1973) 


Iraq 

Iran 

Saudi  Arabia 

Libya 

Algeria 

Nigeria 

Venezuela 

Indonesia 


$  93,300,000 
2,128,900,000 
326,500,000 
228,000,000 
180,400,000 
403,900,000 
329,300,000 
1,881,600,000 
$5,571,900,000* 


Total 
(We  repeat— why9) 

*  Preliminary  figures  just  released  revise 
this  total  to  $6, 123.400,000  through  1974. 

THE  WARNER  &  SWASEY  COMPANY 

Executive  Offices    11000  Cedar  Avenue.  Cleveland,  Ohio  44106 
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Warner  &  Swasey  giant  four  yard  1900  hydraulic 
backhoe,  excavating  in  rock  at  construction  site 
of  Tennessee  nuclear  power  plant. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 


A  dramatic,  proven  way 
to  increase  management  and 
worker  productivity... 
now  used  extensively  by 
52  of  thelOO  largest 
corporations  in  America. 


Once  in  a  while,  an  advancement  comes  along  that 
can  transform  your  business  from  top  to  bottom.  That 
increases  productivity  in  measurable  ways.  It  >s 
happening  again. . . 
It's  called  the  Kepner-Tregoe  process. 

Developed  just  15  years  ago,  today  over  one- 
half  of  the  100  largest  companies  in  America  use  it. 
Companies  like  Kodak,  GE,  Ford,  Allied  Chemical, 
IBM,  Chase  Manhattan,  J.  C.  Penney  Exxon,  and 
government  organizations  like  NASA,  the  U.S. 
Navy  and  HEW. 

Taught  in  11  languages,  hundreds  of  companies 
in  36  other  countries  use  it.  Companies  like  Krupp, 
St.  Gobain,  Mitsubishi,  Bank  of  Montreal,  Fiat,  and 
British  Leyland. 

It  is  used  by  the  managers  who  put  Astronauts 
on  the  lunar  surface. 

By  men  responsible  for  the  life  and  safety  of 
miners  in  the  coal  tunnels  of  the  Ruhr. 

By  medical  scientists  fighting  the  incidence  of 
cancer  at  the  National  Center  for  Disease  Control  in 
Atlanta,  Georgia. 

By  a  major  paper  company  to  increase 
productivity  6.2%  with  a  first  year  savings  of 
$912,000  in  one  division  alone. 

By  a  supermarket  chain  plagued  with  a  long- 


standing headache:  the  rapid  turnover  of  their  store 
managers.  Applying  the  Kepner-Tregoe  process,  that 
turnover  rate  was  cut  90%  within  the  year! 
What  it  is. 

The  Kepner-Tregoe  process  is  a  result  of  the  work 
of  two  advanced  thinkers,  Dr.  Charles  Kepner  and 
Dr.  Benjamin  Tregoe,  who  left  RAND  Corporation  to 
pursue  one  important  goal:  a  process  of  rational 
business  thinking  that  could  be  applied  to  any 
problem,  any  decision,  that  would  lead  inevitably  to 
the  most  productive  result—  and  in  the  fastest  time 
possible. 

If  you  could  make  every  problem-solver  and 
decision-maker  in  your  company  right  just  10%  more 
often,  the  results  would  be  incalculable.  In  today's 
economy  it  could  mean  the  difference  between 
growth  and  decline,  between  profit  and  loss,  perhaps 
even  survival,  through  increased  management  and 
worker  productivity. 

Shouldn't  you  know  now  what  the  Kepner-Tregoe 
process  is  all  about? 

Let  us  send  you  detailed  information.  Just  write 
on  your  company  stationery  to  Larry  G.  Farrell, 
Kepner-Tregoe,  Inc.,  Dept.  FB,  Research  Road, 
Princeton,  New  Jersey  08540.  Or  call  him  collect: 
(609)  921-2806. 
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It  has  branched  from  outdoor  advertising  into  TV,  radio— and  now  newspapers. 
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That's  what  the  scandal-ridden  housing  program  is  costing  the  Government. 

48     McDonald's  And  The  Fast-Food  Race 

Pioneer  Ray  Kroc  of  McDonald's  is  still  on  top— because  he's  still  worrying. 

48     The  Fast-Food  Survivors 

Chains  are  still  dropping  right  and  left,  but  here  are  three  that  are  prospering. 

50     The  New  Shame  Of  The  Cities 

These  days  it's  not  so  much  politicians  stealing  as  pure  overspending. 

77     The  Battery  Boom 

Everybody  wants  in  on  it,  and  for  good  reason. 

80     Boise  Cascade 

Earnings  may  be  down,  but  prospects  are  still  up. 

84     Petrolane 

Rudy  Munzer  proves  that  conglomerators  don't  have  to  be  failures. 

89     The  Lecture  Circuit 

Speakers  who  can  stomach  the  chicken  dinners  can  make  a  fancy  living. 

92     Fluor 

The  new  cult  of  backlog  has  made  it  a  hot  stock. 

94     The  Money  Men 

Eastdil's  Faherty  believes  real  estate  can  make  you  rich— if  you're  shrewd  enough. 

269     The  Funds 

Tne  money  market  funds  have  gone  nowhere  but  up— so  far,  that  is. 
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Good-bye  to  debt,  diversification  and  decentralization. 
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Taking  it  bravely. 
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131     Wright  Of  Zenith 

"Every  dog  needs  his  flea." 

136     Miller  Of  Textron 

"We  don't  bet  our  company  on  deals." 

141      Lufkin  And  jenrette  Of  Donaldson,  Lufkin  &  Jenrette 

"The  capital  markets  are  in  deep  trouble." 

148     Henderson  Of  Pier  1 

"We  lost  the  big  edge  we  had."  * 

153     Johnson  Of  Howard  Johnson 

"The  individual  star  performer  is  in  trouble." 

The  Forbes  500s 

155     Introduction  To  The  Forbes  500s 

159     The  Sales  500 

A  ranking  of  the  largest  U.S.  companies  by  total  sales. 

166     The  Market  Value  500 

A  ranking  of  the  largest  U.S.  companies  by  total  stock  market  value. 

176     The  Assets  500 

A  ranking  of  the  largest  U.S.  companies  by  total  assets. 

186     The  Profits  500 

A  ranking  of  the  largest  U.S.  companies  by  net  profits. 

The  Forbes  Rosters 

198     Company  Roster 

An  alphabetical  directory  of  the  830  companies  ranked  on  one 
or  more  of  the  Forbes  500  lists,  including  key  operating  statistics 
and  the  remuneration  of  officers  and  directors. 

234     Chief  Executive  Roster 

Who  gets  the  most  pay?  Forbes'  exclusive  listing,  in  order  of  their 

1974  compensation,  of  830  chief  executives  of  the  biggest  U.S.  companies, 

with  other  personal  data. 
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with  a  brain 

Never  make  another  checkbook  error 
with  America's  first  computerized 
banking  center  in  a  case. 


The  new  Check  Master  is  a  checkbook  holder 

with  a  built-in  computer— a  time-saving  device  that 

will  keep  you  in  perfect  balance  for  every  check  you  write,  every  day  of  the  year. 


YOUR  BANK  WILL  LOVE  YOU 

If  you're  like  most  Americans,  your 
checkbook  is  a  disaster  area.  And  your 
electronic  calculator  isn't  helping  much. 

Now,  there's  a  great  new  space-age 
product  called  the  CheckMaster  designed 
specifically  to  keep  you  in  perfect  bal- 
ance, for  every  check  you  write,  every 
day  of  the  year.  And  it's  actually  easier 
to  use  than  a  calculator. 


5.  Safety  switch  If  you  forget  to  turn  off  your 
computer,  don't  worry.  Whenever  you  close 
your  case,  your  unit  shuts  off  automatically. 

6.  Private  viewing  angle  Don't  worry  about 
anyone  seeing  your  balance.  The  red  display 
can  only  be  viewed  by  the  user  and  registers 
up  to  $9,999.99  or  any  six  digits. 

7.  Perfect  size  The  Check  Master's  handsome 
tan  and  cream-colored  case  measures  7/8"  x  3 
5/8"  x  6  3/4"  and  weighs  only  8  ounces. 


HERE'S  HOW  IT  WORKS 

Open  your  checkbook  holder  and 
turn  on  the  built-in  computer.  Press 
the  "Balance"  key,  and  your  bank 
balance  is  recalled  on  the  display.  The 
CheckMaster  memory  is  so  powerful 
that  it  never  forgets  your  balance- 
even  months  after  you  last  recall  it. 

Enter  the  amount  of  your  check, 
and  press  the  "Check"  key.  The  check 
amount  is  automatically  deducted 
from  your  balance,  and  your, new 
balance  is  displayed— and  all  with  just 
one  key  stroke. 

Or  enter  the  amount  of  a  deposit, 
and  press  the  "Deposit"  key.  Your 
deposit  is  automatically  added  to  your 
balance,  and  again,  your  new  balance 
is  displayed. 

MANY  EXTRA  FEATURES 

The  CheckMaster  does  so  much,  so 
easily,  and  it's  great  fun  to  use.  Here 
are    seven    reasons    why: 

1.  Easily  corrects  mistakes  If  you 
enter  the  wrong  digits,  press  the 
"Clear"  key.  Only  your  mistake  will 
be  cleared— never  the  balance. 

2.  Worry-free  decimal  Just  enter  the  digits. 
The  unit's  dollar-position  decimal  always 
keeps  the  decimal  point  where  it  belongs. 


To  find  out  your  exact  balance,  even  months  after 
you've  last  recalled  it,  simply  open  your  case  and 
press  the  balance  key.  Check  Master's  memory  never 
forgets.  Designed  for  both  men  and  women,  Check- 
Master  holds  any  standard-sized  personal  checks, 
check  register,  credit  cards  and  important  papers. 


3.  Low  battery  signal  The  unit's  penlight 
batteries  will  last  one  year  with  average  use.  A 
low  battery  signal  on  the  display  will  indicate 
when  it's  time  to  replace  them. 

4.  Overdraft  alert  CheckMaster  will  signal  an 
overdrawn  account  plus  show  the  overdraft 
amount  and  help  you  avoid  the  embarrass- 
ment of  having  a  check  accidentally  bounce. 


RUGGED   AND  SHOCKPROOF 

Drop  it,  sit  on  it,  drop  it  again— CheckMast- 
er's  shock-proof  case  will  withstand  plenty  of 
abuse.  The  integrated  circuit  is  hermetically 
seahd  for  a  lifetime  of  trouble-free  service.  A 
spot  of  gold  is  even  used  in  the  circuit's  final 
sealing  process  to  insure  CheckMaster's  very 
high  level  of  reliability. 

CONTROL   YOUR   PURCHASES 

Take  CheckMaster  with  you  to  the  super- 
market. Set  a  dollar  limit  on  what  you  intend 
to  buy.  Then  enter  each  item  you  purchase  as 
if  you  were  writing  a  check.  When  your 
balance  reaches  your  limit,  stop  buying  and 
head  for  the  check-out  counter.  It's  a  great 
way  to  control  your  budget  and  prevent 
overcharging  by  the  check-out  clerk. 

THE  PERFECT  GIFT 

CheckMaster  makes  the  ideal  gift  for  your 
wife,  husband,  friend  or  anybody  who  has  a 
personal  checking  account.  Even  a  person 
who  already  owns  a  calculator  will  appreciate 
CheckMaster's  value  and  convenience. 
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INTRODUCTORY 
PRICE 


The  CheckMaster  is  perfect  insurance 
against  bounced  checks,  overdrafts,  arithmetic 
errors  and  bank  errors.  Its  powerful  memory, 
simple  operation,  and  many  extra  features 
make  it  another  example  of  how  space-age 
technology  has  made  fun  out  of  one  of  the 
most  time-consuming  household  tasks. 

MORE  THAN  GUARANTEED 

The  CheckMaster  will  make  such  an  im- 
provement in  helping  you  balance  your  check- 
book that  we  make  the  following  unusual 
money-back  guarantee:  use  the  CheckMaster 
until  your  next  bank  statement  arrives  or  for 
one  full  month.  If  the  CheckMaster  does  not 
balance  your  checkbook  perfectly  and  actual- 
ly pay  for  itself  in  either  convenience  or 
actual  savings,  return  it  for  a  prompt  and 
courteous  refund.  You  can't  lose. 

A  NATIONAL  INTRODUCTORY  PRICE 

The  American-made  CheckMaster  is  man- 
ufactured for  JS&A  by  Mostek  Corporation,  a 
leading  consumer  electronics  manufacturer, 
and  the  first  company  to  manufacture  the 
pocket  calculator  integrated  circuit.  JS&A  is 
the  world's  largest  single  source  of  electronic 
calculators,  digital  watches  and  other  space- 
age  products.  We  have  decided  to  offer  the 
CheckMaster  directly  to  consumers,  exclusive- 
ly through  the  mail,  for  only  $39.95  during 
our  national  introduction. 

HOW  TO  ORDER 

Credit  card  buyers  may  call  our  national 
toll-free  number  or  any  of  the  local  numbers 
listed  below.  Or  you  may  send  your  check  or 
money  order  for  $42.45  per  unit  ($39.95  plus 
$2.50  postage,  insurance  and  handling— Ill- 
inois residents  add  5%  sales  tax)  to  the 
address  shown  below.  But  act  quickly!  See  for 
yourself  how  easy  it  is  to  keep  your  check- 
book in  perfect  balance  every  day  of  the  year. 
Order  your  CheckMastei  at  no  obligation 
today.  0NE  YEAR  WARRANTY 

CALL   TOLL  FREE (800)  323-6400 

In  the  State  of  Illinois  call (312)  498-6900 

In  the  Los  Angeles  area  call (213)  629-1190 

In  the  San  Francisco  area  call (415)  391-1700 

In  the  New  York  City  area  call ...  (212)  964-0690 

In  Montreal  Canada  call (514)  332-9523 

In  Toronto  Canada  call (416)  445-8136 

In  Australia  call Melbourne  53  5286 
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NATIONAL 
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GROUP 


DEPT  FB-4       4200  DUNDEE   ROAD 

NORTHBROOK,   ILLINOIS  60062 

(312)  564-9000  ©  JS&A  Group,  I  nc,  1 975 


Houston  Natural  Gas 
a  lot  of  successful  companies 

in  one. 


Most  people  think  of  us  as  another 
local  gas  utility  company.  Actually 
we're  a  lot  of  different  companies,  w  ith 
related  technologies,  operating  all 
over  the  world. 


The  year  for  drilling  expansion. 

HNG  Oil  Company  carries  on  an 
aggressive  drilling  program  for  both 
oil  and  gas  to  supply  our  own  pipe- 
lines and  for  sale  to  others.  HNG 
Oils  record  of  completions  has  been 
impressive,  and  we  expect  an  in- 
creasingly substantial  contribution 
to  overall  corporate  profits  to  come 
from  this  subsidiary. 


Into  food  processing  in  a  big  way. 

Liquid  Carbonic  Corporation,  an  HNG  subsidiary,  produces 

hundreds  of  industrial  and  specialty  gases  for  myriad  uses, 

all  over  the  world.  But  Liquid's  fastest  growth  area  is  food 

processing  where  the  company  has  developed  some  innovative 

new  svstems  (equipment  and  all)  for  freezing  all  sorts  of  foods. 


Natural  Gas  is  still  big  business. 

Past  expansion  moves  in  our  natural  gas 
business  have  put  us  in  an  excellent  sup- 
ply position.  Today  five  transmission 
subsidiaries  or  affiliates  transport  gas 
directly  to  our  heavy  industrial  cus- 
tomers and  supply  our  Distribution 
Division.  During  the  last  fiscal  year 
we  improved  margins,  met  all  de- 
livery obligations,  and  ended  the 
year  with  a  gain  in  total  reserves. 


Revenues        $667,271,000 


[$81,047,000 


|  $  .49 


I  <Jf>4 


12  months  ended  Jan.  SI,  1975 
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Five  Midwest  Coal  Mines. 

Zeigler  Coal  Company  of  Chicago,  an  HNG 
subsidiary,  holds  coal  reserves  estimated  at  over 
a  billion  recoverable  tons.  This  year  Zeigler  will 
recover  steam  coal  from  five  undergrouiu  1 
mines  in  Illinois  and  Kentucky.  The  demai  id  for 
coal  is  growing  every  year,  So  expansion  plans  to 
double  our  production  are  already  undei  w  i\ 

Here's  how  successful.  And  why. 

We've  enjoyed  a  steady  growth  lot  nearly  fifty 
years,  but  in  the  last  ten  ourdivei  sifi<  ation  and 
expansion  moves  have  prodin  ed  new  revenues 
that  have  sustained  an  outstanding  record. 
fiscal  1974  was  a  record-seller,  and  the 
unaudited  figures  for  the  most  lecent  12  months 
look  even  better,  Part  of  the  reason  l<>i  ilns 

dynamic  growth  is  the  fa<  I  thai  we've  known 

e\.K  dy  where  we  were  going  and  why.  And  we're 
not  nearly  finished  yet 

Write <>ui  (  li.m  man,  Robert  K.  I  [erring,  foi  a 
copy  of  our  annual  report  and  judge  oui  su<  (ess 
for  yourself. 

Houston  Natural  Gas  Corporation 

12  Months  ended  |an  S).  1975         P.O.BOX  I  !88HoUStOn,   I  ex.is  77001 


Earnings  per  share        $353 
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AIlPs  Overseas  Property  Policy 
looks  like  this... 


until  you 

tell  us  what  you  need. 


When  we  write  a  property  policy, 
we  write  it  — 

We  don't  just  patch  it  together 
from  hand-me-down  clauses  and 
conditions  that  may  have  been  fine 
for  some  previous  insured,  but  not 
for  you. 

What  are  your  problems?  What 
are  your  special  circumstances  and 
goals? 

First,  we  get  the  answers  to 
those  questions. Then  we  fill  in  the 
blank  sheets: 

With  a  full  line  of  products,  if 
they  suit  your -needs.  Or,  if  you 
prefer,  we're  ready  to  design  a  new 
one  especially  for  you. 

Either  way,  you're  assured  of  a 
great  many  advantages  that  are 
vitally  important  to  you: 

A  corps  of  loss  prevention 
engineers  who  are  stationed  all  over 
the  world,  where  you  need  them. 


Plus  a  worldwide  claims  staff 
that's  unmatched  in  numbers  and 
unequalled  in  service. 

But  that's  not  all.  AIU  can  issue 
a  master  policy  in  English  in  the 
U.S.,  and  back  it  up  with  individual 
policies  meeting  the  requirements  of 
tht  specific  countries  in  which 
you  operate. 

We'll  also  collect  premiums  in 
the  currency  of  those  countries, 
if  you  wish.  That  way,  your  foreign 
subsidiaries  can  take  tax  deductions 
on  the  premiums. 

At  AIU,  you'll  discover,  we  think 
internationally.  Which  means  that  a 
serious  loss  sustained  in  one  coun- 
try can  be  offset  by  your  overall 
claims  experience  elsewhere— so, 
your  protection  and  your  premium 
rate  are  not  jeopardized. 

And  all  these  advantages  are 
available  to  smaller  companies  as 


well  as  the  giants.  Many  of  AIU's 
oldest  clients  are  modest-sized;  but 
you'd  never  know  it  from  the  way 
they're  handled.  Neither  do  they. 

Want  more  information?  Just 
mail  the  coupon  today. 


American  International  v^.. 
Underwriters  Corporation  nil 

Dept.  FB055,  102  Maiden  Lane.  New  York,  N  Y  10005 

Please  send  me  more  information  about 
your  Overseas  Property  Coverage. 

Name 


(please  print) 


Company. 
Title 


Telephone - 
Address 


City. 


State- 


-Zip_ 


dtn 


A  Member  Company  of 
American  International  Group 


The  Austin 
Method: 

a  remarkably  efficient 

discipline  that 

improves  return  on 

facility  investment 


Time  is  frequently  associated 
with  money. 

That  association  is  especially 
relevant  if  you're  planning  a 
new  facility.  For  the  sooner 
your  new  facility  is  on- 
stream  and  productive,  the 
sooner  your  cash  flow 
begins. 

At  Austin,  we  know  this. 
But  our  method  is  more 
than  a  discipline  to  com- 
plete your  facility  at  a 
predetermined  time.  It's 
also  a  method  for  holding 
construction  costs  to  a 
predetermined  budget. 

The  Austin  Method 
assumes  a  single  responsibility  for 
the  study,  design,  engineering  and 
construction  of  any  new  facility. 

The  advantages  are  these.- 

The  cost  estimate  in  the 
design  stage  becomes  a  budget 
that  Austin  controls  in  the  con- 
struction stage.  The  determined 
time  schedule  becomes  the  con- 
struction schedule.  It  is  control- 


CONSTRUCTION 
BEGINS 

i. 


PLANT 
ON-STREAM 


led  by  one  consultant,  Austin,  not 
several.  And  controlling  time 
means  avoiding  the  costly  delays 
which  not  only  add  up  construc- 
tion costs,  but  drag  out  start-up 
date. 

And  besides  controlling  con- 
struction costs,  Austin  engineers 
can  help  control  production  costs. 


If  requested,  Austin  plan 
ners,  designers  and  engi- 
neers will  work  directly  w 
your  people  to  determine 
the  optimum  production 
solutions.  When  desired, 
Austin  people  can  perforr 
economic  analysis  of  mar 
factors  from  site  location 
to  assembly  techniques,  t 
evaluation  of  available 
production  equipment. 

So,  whether  you  need  a 
facility  such  as  chemica 
processing,  banking,  broa 
casting,  pulp  and  paper, 
metalworking,  or  food 
processing,  The  Austin 
Method  will  deliver  it. 

The  Austin  Method  is  a  disci- 
pline that  can  improve  your  retur 
on  investment,  and  put  your  faci 
ity  on-stream,  on-time  and  on- 
budget.  It's  a  capital  idea  worth 
considering. 

For  further  details,  write 
The  Austin  Company,  Cleveland, 
Ohio  44121. 
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THE  AUSTIN  METHOD 

A  CAPITAL  IDEA 


another 
lookat 

Utah.. 


Some  people  think  that  "Military  Base  Employment"  is  predominantly  responsible  for  Utah's 
economic  health.  Things  have  changed— the  Intermountain  Area  has  a  well  diversified  economic  base- 
federal  government  employment  accounts  for  only  8.4%  of  employment  in  1974,  and  is  expected 
to  decrease  to  6.8%  by  1980.  And  as  recently  as  December,  1974,  the  unemployment  rate  in  Utah  was 
5.8%  compared  to  7.1%  nationally. 

Take  another  look! 

EMPLOYEES  ON  NONAGRICULTURAL  PAYROLLS  IN  UTAH 


FORECAST 

#  EMPLOYEES 

%  of 

%  of 

%  of 

INCREASE 

1974 

Total 

1975 

Total 

1980 

Total 

1975-1980 

Total 

435,100 

452,300 

557,400 

105,100 

Manufacturing  and 

Mining 

81,300 

18.7 

85,700 

19.0 

106,400 

19.1 

20,700 

Construction 

20,800 

4.8 

21,400 

4.7 

26,700 

4.8 

5,300 

Transportation 

26,800 

6.2 

28,200 

6.2 

29,800 

5.3 

1,600 

Wholesale  &  Retail 

Trade 

104,800 

24.1 

109,800 

24.3 

128,100 

23.0 

18,300 

Finance 

18,600 

"4.3 

19,200 

4.3 

24,100 

4.3 

4,900 

Services 

73,700 

16.9 

76,600 

16.9 

107,800 

19.3 

31,200 

Federal  Government 

(Incl.  Hill  Field) 

36,700 

8.4 

35,900 

7.9 

37,700 

6.8 

1,800 

State  &  Local 

Government 

72,400 

16.6 

75,500 

16.7 

96,800 

17.4 

21,300 

SOURCE:  Excerpts  from  a  speech  delivered  by  Curtis  P.  Harding,  Administrator,  Utah  Department  of  Employment  Security, 
at  the  Twenty-Fifth  Annual  Utah  Economic  Development  Conference.  August  14,  1974. 

Invest  in  the  utility  with  a  diversified  economy  and  a  long-term  adequate  supply  of  low-sulfur  coal— For 
further  information,  write  Utah  Power  &  Light  Company. 


Utah 

power 
flight 

CQ 


C.  L.  Hoskins,  Vice  President  &  Treasurer 
Utah  Power  &  Light  Company,  Dept.  204, 
P.O.  Box  899,  Salt  Lake  City,  Utah  84110 

Please  send  latest  Annual  Report  and  other  financial  data. 
Name 


Address 
City 


State 


Zip 
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The 
Manager. 

He's  making  up  for  lost  time 
in  customer  payments. 


Jim  isn't  taking  the  lag  in  customer  pay- 
ments lying  down.  He's  solving  the  problem 
with  a  new  banking  system  designed  for  his 
company  by  The  Northern  Trust. 
It's  actually  5  svstems  in  one: 
A  cash  forecasting  information  system 
that  pinpoints  his  dollar  needs,  day-to-day 
and  long  term. 

A  cash  gathering  system  that  shaves 


days  off  transit  and  concentrates  cash  with- 
in easy  reach. 

A  disbursing  system  that  manages  pay- 
out to  give  him  controlled  use  of  funds. 

A  reporting  system  that  gives  him  up- 
to-the-minute  information  on  money  avail- 
able for  immediate  needs  and  investments. 

And  an  investment  system  that  puts  all 
tlie  idle  cash  to  work  earning  interest  in  the 


short  term  money  market. 

Put  them  all  together  and  what  have 
you  got?  A  profit  center  where  there  used 
to  be  a  problem  area.  Jim  can  tell  you.  So 
can  lots  of  other  cash  managers.  To  find  out 
more,  contact  your  Northern  Trust  calling 
officer  or  Michael  R.  Zook,  Vice  Presidenl 
at:  The  Northern  Trust  Bank,  50  S.  USalle 
St.,  Chicago,  60690.  (312)  346-5500. 


The  Northern  Trust  Bank 

Bring  your  financial  future  to  us. 
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Nearly  three  decades  ago  Forbes  magaz.'ne  pio- 
neered in  systematically  rating  the  performance  of 
major  U.S.  corporations,  and  our  Jan.  One  issue  ev- 
ery year  carries  on  this  tradition.  Seven  years  ago,  in 
1969,  we  supplemented  this  annual  rating  service 
with  an  Annual  Directory  of  corporate  results  for 
the  preceding  year— the  Forbes  500s. 

The  Jan.  One  issue  answers  the  question:  Hew 
good?  The  Directory  issue  answers  the  question: 
How  big?  In  the  Directory  we  meastire  size,  not 
just  on  one  scale,  but  on  four:  sales,  profits,  assets 
and  market  value.  It  ranks  the  500  biggest  compa- 
nies on  each  of  these  scores.  All  told,  830  companies 
make  one  or  more  of  the  lists  this  year;  250  com- 
panies make  all  four. 

In  addition  to  the  statistical  dimensions,  Forbes 
editors  take  a  reading  of  the  human  element— of  the  men  who  run  our 
most  important  businesses.  This  year  Forbes  has  talked  with  13  corporate 
leaders  about  their  problems,  their  hopes,  their  expectations.  Senior  Ed- 
itor Robert  J.  Flaherty  directed  the  issue  this  year,  and  he  conducted  a 
number  of  the  interviews  himself.  Assisting  him  were  Reporters  Esther 
Dyson  and  Alison  Stolzman  and  Staff  Writers  Alvin  Butkus  and  Subrata 
Chakravarty. 

On  our  cover  for  the  Directory  issue  each  year  we  try  to  sum  up  in 
visual  form  the  prevailing  business  mood.  The  second  issue,  which  came 
out  in  1970,  featured  a  fat  man;  businessmen  then  were  worried  about 
continuing  increases  in  sales  volume  unaccompanied  by  corresponding 
increases  in  profits.  This  year  we  have  chosen  a  traffic  light  and  the 
words  "cash,  caution,  controls."  The  interviews,  which  begin  on  page  102 
of  this  issue,  make  it  clear  why  this  was  an  appropriate  choice. 


Paid  Circulation  Over  625,000 


We  don't  know  whether  to  laugh  or  cry:  Young  Harold  Goldstein,  the 
29-year-old  commodity  option  king  Forbes  first  exposed  in  October  of  1972, 
is  back  out  of  jail  and  back  in  trouble.  This  time  around,  he  is  charged 
by  the  Securities  &  Exchange  Commission  with  swindling  some  $500,000  from 
gold  investors  since  January. 

The  big  surprise  is  that  he  is  out  of  jail.  His  old  commodity  option  com- 
pany—Goldstein, Samuelson  Inc.  of  Beverly  Hills— cheated  investors  out  of 
millions  of  dollars.  Yet  even  after  he  granted  Forbes  a  boastful  interview 
in  1973— "I  provided  a  service  to  greedy  people"— he  got  only  an  18-month 
sentence  and  was  paroled  last  December  after  a  year.  Chances  are,  had 
Goldstein  held  up  a  gas  station,  he  would  have  served  more  time. 

Here  Goldstein's  story  takes  a  bizarre  turn.  Goldstein's  brother  Daniel 
has  test'fied  that  Harold  dreamed  up  the  gold  investing  scheme  while  be- 
hind bars.  According  to  authorities,  the  minute  he  was  paroled,  he  was 
back  in  business.  This  will  sound  funny,  but  Goldstein's  companies  alleged- 
ly sold  investment  contracts  in  dirt  that  salesmen  claimed  was  rich  in  gold. 
Lawmen  say  it  was  a  dirty  trick.  Today  Goldstein,  who  says  he's  inno- 
cent, is  connected  with  a  Beverly  Hills  nightclub  now  padlocked  by  the  IRS. 

Unfortunately,  Goldstein's  case  isn't  unique.  He's  just  the  latest  of  a 
long  string  of  notable  white-collar  criminals  who  have  been  punished  only 
lightly,  if  at  all.  How  come?  We  asked  Gerald  Boltz,  the  dedicated  and 
articulate  head  of  the  SEC's  Los  Angeles  office.  Boltz  declined  any  comment 
on  Goldstein.  But  he  went  on  to  make  some  sobering  general  observations. 
He  favors  leng,  multiyear  sentences  for  white-collar  criminals,  but  with 
early  paroles  on  the  condition  that  the  man  does  not  try  to  raise  money 
from  the  public.  If  he  violates  that  condition,  back  in  jail  he  will  go. 

It's  a  splendid  idea.  But  Boltz  went  on  to  say  that  many  judges  only 
give  long  sentences  to  so-called  violent  criminals.  Says  Boltz:  "Many  judges 
do  not  realize  that  wrenching  away  a  man's  life  savings  does  as  much  vio- 
lence to  him  as  breaking  his  leg  or  shooting  his  arm  off." 

The  question  is:  When  are  the  judges  going  to  learn  that?  ■ 
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Our  newest  invention 
l^will  go  unnoticed. 

It's  the  true  taste 
of  chocolate  made  entirely 
without  chocolate  (and 
without  the  vagaries  of 
today's  cocoa  market). 
From  Monsanto 
Flavor/ Essence,  Inc. 
It  means  that  now  manufacturers 
can  produce  chocolate-flavored  products 
of  all  kinds  and  maintain  a  consistent 
profit  margin.  At  a  savings  of  about  20% 
over  real  cocoa  (at  today's  market  prices). 

What's  more,  our  chocolate  flavor 
has  outstanding  stability  and  shelf  life. 
Materials  and  production  methods  need 
not  change.  But  the  biggest  non-change 
of  all  is  taste. 

Our  artificial  chocolate  actually  tastes 
like  the  real  thing,  and  nothing  else. 
It's  sweet  news  &om  M^^ 

the  science 
company. 

FOR  OUR  LATEST  ANNUAL  REPORT 

BOON  LINDI  1 VD 

ST 

i  T  MONSANTO'S  'AMERICA  THE  BEAUTIFUL'  SHOW  A I  |  WORLD  IN  Fl  ORIf 


What  did  you  get  done  today? 


Jot  enough. 

here  are  eight  hours  in  a  business 
Jay.  But  more  than  eight  hours  of 
vork. 

That's  the  problem  every  one  of 
is  faces."How  can  I  get  more  done?" 

Meet  the  Pocket  Secretary.™ 

.anier's  new  pocket  dictating  ma- 


chine is  a  businessman's  productiv- 
ity machine.  It  works  around  the 
clock.  Whenever  you  want  to  work. 

Slip  in  a  60-minute  microcas- 
sette,  push  the  record  button  to  "On." 
New  opportunities  to  get  things  done 
open  up.  Work  on  the  way  to  work. 
At  home.  In  a  motel.  Late  at  night. 


Any  time.  Any  place. 

Things  get  done  faster,  too.  Let- 
ters, memos,  reports.instructions. 
Everything  you  used  to  write. 

Clear  off  your  desk.  Let  the 
paperwork  fly.  Call  Mark  Hall  collect 
at  (404)  321-0911  or  send  us  this 
coupon. 


Introdudng  the  Pocket  Secretary. 


Mail  to:  Lanier  Business  Products 
1700ChantillyDr.  N.E. 
Atlanta,  Georgia  30324 


□  Send  me  more  information  about  the  Pocket  Secretary. 

□  I'd  like  to  see  a  demonstration. 

□  Send  me  your  FREE  guide  to  executive  productivity 
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AMERICAN  FINANCIAL 
CORPORATION . . . 
COMMITTED 
TO  GROWTH 

American  Financial  Corporation's  operating  results  continued  their  strong  upward  trend 
through  1974  —  a  trend  established  by  uninterrupted  gains  over  the  Company's  sixteen  year 
history.  Compared  to  1959,  our  first  year,  earnings  per  share  in  1974  were  36  times  greater, 
earnings  were  121  times  larger  and  total  assets  at  year-end  were  131  times  as  great. 


EARNINGS  PER  SHARE 

(dollars  per  share) 
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EARNINGS 

(millions  of  dollars) 


$25,725,000. 


69    70    71    72    73    74 


1974  $25,725 

1973  19,100 

1972  15,343 

1971  12,171 

1970 9,308 

1969  7,016 


TOTAL  ASSETS 

(millions  of  dollars) 


2,500  $2,325,000,000. 
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AMERICAN  FINANCIAL'S 
Pattern  of  growth 
continued  through  1974 

Earnings  per  share  up  14% 
1973 -$1.30 
1974-   1.48 

Earnings  up  35% 
1973 -$19,100,000 
1974-   25,725,000 


Assets 

1974 -$2,325,000,000 

Shareholders'  Equity 
1974 -$192,275,000 


For  information  about  our  report,  write  to:  One  East  Fourth  Street,  Cincinnati,  Ohio  45202 


AMERICAN  FINANCIAL  CORPORATION 

AMERICAN  CONTINENTAL  HOMES  •  AMERICAN  CONTINENTAL  INSURANCE  COMPANY  •  AMERICAN  EMPIRE  INSURANCE 
COMPANY  •  AMERICAN  FINANCIAL  LEASING  &  SERVICES  CO.  •  THE  CINCINNATI  ENQUIRER  •  GREAT  AMERICAN  INSUR- 
ANCE COMPANY  •  HUNTER  SAVINGS  ASSOCIATION  •  LIBERTY  MORTGAGE  INSURANCE  CORPORATION  •  THE  PROVIDENT 
BANK  •  UNITED  LIBERTY  LIFE  INSURANCE  CO. 


What  has  Sheraton  done  for  you  lately? 

Sheraton  is  opening  exciting  Hotels 
and  Motor  Inns  all  over  the  world. 


Overlooking  the  harbor,  the  new 

Sheraton-Hong  Kong  is  ideally  located  for  the 

businessman  in  Kowloon  — minutes  from 

the  Star  Ferry.  There's  a  rooftop  pool,  health  club, 

a  swinging  discotheque  and  a  rooftop 

supper  club. 


The  sparkling  Lima-Sheraton  is  right  in  the 
center  of  this  fascinating  city,  yet  close  to  all  of 
the  famous  Peruvian  sights.  There's  an  outdoor 
pool,  nightly  entertainment  and  a  sauna  too! 


h 


The  magnificent  new  32-story  Paris- Sheraton 

is  perfectly  located  nearGare  Montpamasse,  convenient 
to  the  city's  newest  commercial  centers  and  the 
lively  night  life  of  the  famous  Left  Bank. 


The  spectacular  new  Rio-Sheraton  isjhe 

only  hotel  right  on  the  beach.  And  there's  a  fresh  water 

pool  and  a  sparkling  Brazilian  night  club. 

TORONTO 

The  spectacular  43-story  Four  Seasons  Sheraton 

has  eight  great  restaurants  and  lounges,  50  exciting 
shops,  two  rnovie  theatres,  even  a  waterfal I  right 
in  the  hotel  .j.all  across  from  City  Hall. 


For  a  reservation  at  any  Sheraton  anywhere  in  the  world, 

800-325-3535 

Or  have  your  travel  agent  call. 


Sheraton  Hotels  &  Motor  Inns 
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URAL! 

nvert  these 
icts  to  your  profit 

<>-Tech  Training 
•   Financing 
Business  Climate 
Transportation 
Industrial  Sites 
Productive  Labor 

48  of  the  nation's 
leading  companies 

recently  located 
plants  in  Oklahoma 

There  Must  Be 

Reason! 


For  further  information 
write  or  call  director,  In- 
dustrial Development  Di- 
vision, 500  Will  Rogers 
Memorial  Building,  Suite 
D,  Oklahoma  City,  Okla. 
73105.  405-521-2401.  All 
queries  confidential. 


Trends  &Tangents 


Foreign 


Tax  Americana 

Belgium  has  scrapped  plans  to  trim 
the  tax  advantages  enjoyed  by  for- 
eign executives  after  several  big  com- 
panies, including  International  Tele- 
phone &  Telegraph  and  Ford,  ex- 
pressed displeasure  with  the  idea.  The 
normal  tax  break  is  a  30%  reduction 
for  executives  who  work  in  Belgium 
for  more  than  six  months  and  a  50% 
cut  if  they  spend  less  than  six  months 
in  the  country.  Concerned  about  the 
grumblings  of  Belgian  taxpayers  al- 
ready jealous  of  foreign  salaries,  the 
government  moved  to  restrict  the  con- 
cession to  the  first  five  years  of  an  ex- 
ecutive's stay.  But  it  retreated  in  the 
face  of  corporate  grumblings— espe- 
cially when  accompanied  by  veiled 
threats  of  pullouts  to  Paris,  an  inter- 
national headquarters  rival. 

King  Coal 

The  16-nation  International  Energy 
Agency  recently  allocated  responsibili- 
ties for  research,  and  to  no  one's  sur- 
prise Britain  was  given  the  job  on 
coal.  Britain  has  Europe's  largest  coal 
reserves,  at  160  billion  tons,  and  is  al- 
ready the  leader  in  coal  research. 
Most  of  the  current  work  at  the  Na- 
tional Coal  Board's  research  center  is 
on  better  ways  to  use  the  country's 
low-  to  medium-grade  deposits: 
These  include  fluidized  bed  combus- 
tion for  greater  efficiency  and  virtual 
elimination  of  sulphur  and  nitrous  ox- 
ide emissions,  and  an  upgrading  of 
the  product  into  coking  coal.  The 
NCB  laboratory  is  also  working  on 
coal  gasification  (Forbes,  May  1), 
but  commercial  achievement  of  that 
is  at  least  15  years  off.  However,  says 
respected  Dr.  John  Gibson,  who  heads 
the  NCB  research  center,  "There  is  a 
great  future  in  gasification,  though 
the  economics  will  always  be  margin- 
al. The  life  span  of  oil  is  only  three 
to  four  decades;  that  of  coal  200  to 
300  years." 

Virtue  Of  Necessity 

The  Soviet  Union's  continuing  in- 
terest in  Western  credits— and  there- 
fore in  detente— has  been  underscored 
by  its  1974  balance-of-trade  figures, 
which  are  much  less  favorable  than 
Western  experts  had  forecast.  For  the 
first  time  in  many  years,  Russia  earned 
a  surplus  on  trade  with  the  West, 
thanks  mainly  to  the  high  prices  it 
got  for  its  oil  and  raw  materials.  But 
the  $2-billion  surplus  that  was  pre- 
dicted did  not  materialize:  Th< 
figure,  say  reports  in  London's  Finan- 


cial Times  based  on  the  sparse  sta- 
tistics the  Kremlin  releases,  is  thought 
to  be  only  about  $150  million.  The 
shortfall  is  attributed  to  increased  So- 
viet spending  on  Western  imports, 
which  rose  a  third  in  value  terms 
over  1973.  About  half  of  the  increase, 
of  course,  reflects  inflation  in  the  West. 
Another  cause  of  the  shortfall  is  de- 
clining oil  exports  to  the  capitalist 
countries  because  of  lagging  produc- 
tion, a  decline  expected  to  accelerate 
with  increased  oil  commitments  to 
Eastern  Europe. 

Give  Them  Time 

While  Americans  in  business  are 
asking  if  and  when  Germany's  Volks- 
wagenwerk  is  going  to  take  the 
plunge  and  open  up  production  in  the 
U.S.,  its  No.  One  foreign  market,  at 
home  the  company  is  going  through  a 
wrenching  program  trying  to  re- 
turn to  profitability.  The  VW  work 
force  is  to  be  reduced  by  another 
25,000  workers  this  year  and  next— 
on  top  of  20,000  cut  through  early 
retirement  last  year.  For  the  moment, 
then,  there  is  no  point  in  asking  about 
expansion  into  another  country.  But 
a  knowledgeable  German  banker  says, 
"I  think  next  year  we  should  see 
Volkswagen  buy  a  production  plant 
in  the  U.S.  Buy,  not  build,  I  think." 

{Continued  on  page  25) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes/enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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Oops!  The  orders  are  pouring  in  but  it 
will  take  a  smooth  cash  flow  to  cover 
those  new  customers. 

You'll  need  to  dip-in  to  more  warehouse 
space  so  you  can  mix  in  some  additional 
inventory. 

Still  time  to  call  Talcott. 

Our  Factoring  Division  is  primed  to  give 
you  full  flexibility  in  cash  support. 

We  also  offer  Business  Financing  and 
Computer  Leasing. 

Remember,  before  you  take  that  next 
step  its  time  to  call  Talcott. 


James  Talcott  Factors,  1290  Avenue  of  the 
Americas,  New  York,  N.Y  10019  (212)956-2877. 
Other  offices:  Atlanta  (404)  659-1000.  Los  Angeles 
(213)  620-9200.  Zurich,  Switzerland  (01)  34  97  90. 


Time  to  call  Talcott. 

Lay  it  on  thick. 

If  your  business  has  a  great  new  product, 
spread  that  sales  message  in  every  corner 
of  your  market. 

But,  it'll  cost  you  plenty  of  green. 

And  if  your  receivables  tend  to  be  sticky, 
and  your  bank  balance  is  thin,  you  could 
end  up  with  an  empty  bucket. 

Time  to  call  Talcott. 

We  hate  to  give  the  brush  to  customers 
whose  financing  needs  are  stiff. 

Our  Factoring  Division  will  pay  cash  for 
up  to  90%  of  your  receivables.  What's 
more,  you  get  a  top-rung  guarantee  on 
collection. 


J 
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Still  time  to  call  Tal 


1-aluminum,  no-deposit, 
no-waste  can. 


Reynolds  pays  you  to  return  it. 


We  don't  believe  in  waste. 

Waste  of  America's  aluminum 
resources.  Waste  of  energy.  Waste 
of  any  kind.  That's  why  Reynolds  is 
vitally  interested  in  recycling  aluminum 
products.  Our  far-reaching  programs 
to  recycle  aluminum  beverage  cans, 
starting  in  1967,  show  the  extent  of 
our  commitment. 

In  1973,  Reynolds  paid  Ameri- 
cans about  4.5  million  dollars  for  bring- 
ing in  used  aluminum  beverage  cans. 
That  was  based  on  100  per  pound. 
Today,  we're  paying  150  per  pound 
for  aluminum  scrap  brought  to  our 
recycling  centers. 

Unlike  container  taxes  or  de- 
posits, our  program  put  4.5  million 
dollars  in  new  money  into  American 
pockets  and  purses. 

And  helped  conserve  one  of 
America's  most  valuable  resources  — 
energy.  That's  because  recycling  takes 


only  5%  of  the  energy  needed  to  create 
aluminum  from  virgin  ore. 

We're  recycling  other  forms  of 
aluminum,  too.  From  used  Reynolds 
Wrap®  to  old  utensils,  lawn  furniture, 
scrap  from  industry,  etc.  Into  new  alu- 
minum products  that  cut  fuel-energy 
consumption  in  automobiles  and  other 
transportation  equipment.  Into  building 
products  that  save  heating  and  cooling 
energy. 

And  Reynolds  means  to  do  even 
more.  We  have  programs  under  way  to 
recover  aluminum  from  solid  waste... to 
literally  mine  the  garbage  heaps  of  the 
nation. 

Today's  waste  can  be  tomorrow's 
resources.  Reynolds  Metals  Company, 
P.O.  Box  LH,  Richmond,  Virginia  23261. 


REYNOLDS 
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Conserving  our  resources  and  energy. 
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Take  a  look  at 

South  Carolina's 

reasonable  tax  struc- 
ture, available  buildings, 

employee  training  programs 

and  high  productivity  rate. 

Chances  are  we've  got  more  of 

the  things  your  company  needs  to 
fieht  recession  ...  and  we  want  to  help. 
Write  or  call:  Mr.  Milton  Folds,  Director 
South  Carolina  State  Development  Board,  P.O. 
Box  927,  Room  302,  Columbia,  South  Carolina 
29202,  Telephone  (803)  758-3145. 


If  talkof  recession  is 
iving  )oj  a  headache, 
take  two  of  these 
tonight  and  give 
SouthCarolina   . 
acall  in  the  morning. 


Wherever  You  Find  Men  Tapping 
The  Earth's  Natural  Resources 
You'll  Find  Smith  international 


Smith  International,  Inc.,  is  the  world's 
leading  manufacturer  and  supplier  of  a 
complete  range  of  sub-surface  drilling 
tools,  equipment  and  services  to 
the  energy  industries. 


iii  SMITH  INTERNVTIONVL,  INC. 

Creative  Excellence 


Trends  &Tangents 


(Continued  from  page  16) 

The  Corporate  State 

As  the  British  government  moved 
predictably  to  rescue  and  take  con- 
trol of  British  Leyland  Motor  Corp. 
last  month,  financial  men  in  London 
were  noting  with  concern  a  proposal 
put  forward  two  days  earlier  by  the 
ubiquitous  Minister  for  Industry,  An- 
thony Wedgwood  Benn.  The  propo- 
sal, floated  in  a  Labour  Party  dis- 
cussion  paper,  is  for  a  commandeered 
investment  from  Britain's  insurance 
companies  and  pension  funds.  "Insur- 
ance and  pension  companies  should 
be  required  to  channel  minimum 
proportions  of  their  new  funds  as 
loans  to  the  National  Enterprise 
Board  or  other  public  enterprises," 
said  the  Benn  document,  "as  loans 
or  new  equity  in  large  companies  to 
finance  investment  approved  under 
[government]  Planning  Agreements 
or  through  a  fund  to  finance  manu- 
facturing investment  by  small-  and 
medium-sized  companies." 


Business 


Rent-ATour 

For  auto  travelers  who  want  to  be 
plugged  into  the  passing  sights,  a  se- 
ries of  guided  tour  tapes,  complete 
with  appropriate  sound  effects,  has 
been  expanded  to  about  three  dozen 
in  number,  covering  the  country's  na- 
tional parks  and  California  travel 
spots.  The  tapes,  which  average  about 
an  hour  and  a  half  each,  provide  his- 
torical information,  tips  on  what  to 
see,  and  geographic  details  of  the 
area.  One  Nevada  tape  even  includes 
a  lesson  on  gambling  and  odds-fig- 
uring, while  a  Gettysburg  National 
Military  Paik  guide  provides  touches 
of  cannon  and  artillery  fire.  The  tape 
recorder  (which  plugs  into  a  car's  cig- 
arette lighter)  and  cassettes,  provided 
by  Comprehensive  Communications, 
may  be  rented  and  later  returned  at 
car  rental  offices  or  park  centers. 

No  Buyout 

People    who    worry    about    foreign 
interests    taking   over   a   large   chunk 
of   U.S.    business   should   be   soothed 
by  a  recent  Conference  Board  study. 
In  the  first  quarter  of   1975,   foreign 
companies    announced    plans    for    far 
investments  in  U.S.  manufactur- 
ing facilities,  in  both  acquisitions  and 
plant   construction,   than   at   any 
time  in  the  last  two  years.  That  means 
<  yen    if   actual   foreign   expendi- 
tures  in   the  U.S.   should  rise   in   the 
(Continued on  page  284) 


"...a  delightsome  land." 

O  —Captain  John  Smith  ( 1608) 

Today,  Maryland  is  still  a  "delightsome  land".  .  .  not  only  for 
living,  but  for  business  as  well.  Consider  Maryland's  unique 
labor  training  programs,  for  instance. 

Working  to  fulfill  your  particular  needs,  Maryland  will  train 
your  workers  on  the  job,  or  even  while  your  plant  is  being 
built.  State  financed  labor  training  costs  include  instructors' 
salaries,  rental  or  provision  of  equipment,  rental  of  training 
space  on  or  off  premises  and  training  aids. 

Add  Maryland's  locational  advantages,  strong  financing  pro- 
grams, its  ombudsman  program  to  assist  existing  businesses 
and  the  State's  genuine  livability  —  and  you've  got  good 
reason  to  consider  Maryland  when  conducting  a  site  survey. 

Maryland 
Department  of  Economic  and  Community  Development 

Room  F-55,  2525  Riva  Road,  Annapolis,  Maryland  21401 

Phone:301-267-5514 

Maryland 
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This  is  Marley's  fvorld.. 


. . .  where  water  is  our  most 
precious  resource . . .  where  the 
demands  of  a  growing  population 
and  expanding  industry  have 
placed  an  increasingly  heavy 
burden  on  our  world's  water 
supply . . .  and  where  it  has 
become  vital  to  locate,  recover, 
and  conserve  all  available  water 
resources.  This  is  Marley  s  world. 

The  Marley  Company  and  its 
operating  companies  are  helping 
industry  use  water  more  wisely 
so  we'll  always  have  enough.  The 
Marley  Cooling  Tower  Company 
"takes  the  heat  off"  electric 
power  generation,  petroleum 
refining,  chemical  processing, 
and  commercial  air  conditioning. 
Chicago  Heater  Company,  Inc.. 
specializes  in  the  deaeration  of 
boiler  feedwater.  Engineers  and 
Fabricators,  Co.,  shell  and  tube 
heat  exchangers  use  water  and 
other  fluids  for  cooling  media. 
Marfabair-cooled  heat  exchangers 
ease  the  strain  in  areas  where 
water  supplies  arelimited.  Layne- 
Western  Company,  Inc.,  locates 
new  sources  of  water.  General 
Filter  Company  supplies  water 
and  waste  water  treatment 
equipment.  And  Marley  Interna- 
tional, Inc.,  serves  industry 
throughout  the  world. 

But  these  are  only  a  few  of  the 
ways  Marley  is  helping.  With  more 
than  50  years  of  practical  and 
technical  water  knowledge,  you 
can  expect  Marley  to  be  meeting 
the  challenges  of  the  next  50 
years.  Because,  as  our  water 
resources  become  more  vital,  so 
will  the  services  of  The  Marley 
Company. 


MARLEY 
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The  Marley  Company,  Corporate  Headquarters,  5800  Foxridge  Drive,  Mission,  Kansas  66202  (913)  362-1818 


What  will  Flintkote  get 
from  $40,000,000 
in  new  cement 
production  facilities? 

How  do  you  build  a  cement  plant  for  less  than  75% 
of  today's  construction  costs?  You  start  building  it 
in  1973  instead  of  1975.  That's  what  Flintkote  decided 
a  few  years  ago.  The  result  is  savings 
ofoverSlO  million  against  today's 
prices  for  its  Kentucky  and  New  York  « 
cement  plants. 


Heating  up  profits  instead  of 
eating  them  up  is  the  job  of  a 
preheater.  With  energy  costs 
skyrocketing,  conversion  to  dry, 
preheat  processing  is  the  key  to 
costs  control  and  higher  earn- 
ings. This  new  system  saves  over 
50%  of  the  energy 
required  to  produce  a 
barrel  of  cement  —  the 
lowest  known  to  mod- 
ern engineering! 


In  addition  to 
cement.  Flintkote 
is  a  major 
producer  of 

basic  materials  and  products  for  the  building 
and  construction  industries— ranging  from 
asphalt  paving  and  coatings  to  roofing  and 
ceiling  tiles  to  floor  tiles  and  adhesives. 

Cement  consumption  in  the  U.S.  has  multiplied  almost  50 

times  since  1900. 
Moreover,  the  rate  of 
consumption  in  the 
seventies  is  greater 
than  in  any  other 
decade  except  for  the 
immediate  post- World 
War  II  period. 


Flintkote  is  where 
the  building  is. 
Because  the  lower 
the  transportation 
costs  the  lower  the 
overall  costs, 
Flintkote's  cement 
plantsareconcen- 
trated  in  three  of 
the  nation's  large 
growth  areas. 
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U.S.  cement  consumption,  1900-1973. 
In  millions  of  tons 
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A  25%  increase  in  cement 
production  capacity  is 
the  result  of  Flintkote's 
modernization  program. 
Mow,  with  capital  costs 
down  and  price  controls 
off,  earnings  should  rise 
substantially. 


Early  planning  for  pollution  cof 
Flintkote  cement  plants  sa/ed  the  Com; 
Dns  of  dollars  by  utilizing  pollution 
control  bond  financing  at  lower  interest 
rates  than  are  available  today 
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The  Flintkote  Company   FLINTKOTE8  400  Westchester  Ave.,  White  Plains,  New  York  10604 
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WE  BUILT  THIS  ISLAND 
TO  FIND  OIL  AND  GAS  THAT  MAY 

NEVER  BE  USED. 


The  Beaufort  Sea  is  200  miles  north 
of  the  Arctic  Circle. 

It's  among  the  coldest,  most  barren, 
most  miserable  places  on  earth. 

It  also  has  promising  new  reserves  of 
gas  and  oil  hidden  beneath  its  icy  surface. 

Unfortunately,  conventional  drilling 
rigs  lose  their  means  of  support  when  the  ice 
begins  to  melt. 

And  it's  much  too  costly  to  bring  in 
large  floating  rigs  during  the  brief  summer  thaw. 

The  only  reasonable  solution  is  to  build 
islands  for  our  rigs. 

So,  we  build  them— the  size  of  city 
blocks,  more  than  three  miles  out. 

Working  24  hours  a  day,  we  dump 
gravel,  build  snacks  and  hoist  derricks,  getting 
our  island  complex  together  in  time  to  find 
the  oil  and  gas  necessary  to  help  make  a 
pipeline  feasible  by  1980. 

GOODBYE,  CHEAP  AND  EASY. 

Building  multimillion-dollar  islands  in 
the  Beaufort  Sea  isn't  our  idea  of  cheap,  easy 
energy. 

What's  worse  is  knowing  that  what  gas 


and  oil  we  do  find  may  never  move  a  car, 
never  heat  a  home,  never  turn  on  a  light. 

Because,  if  we  and  the  other  oil  com- 
panies searching  in  the  area  don't  find  enough 
gas  and  oil  to  make  building  a  pipeline  eco- 
nomically practical,  it  won't  be  built. 

And  without  a  pipeline,  there's  no 
sensible  way  of  getting  our  fuel  to  market. 

IS  IT  WORTH  THE  RISK? 

Risky  business,  searching  for  gas  and 
oil  these  days. 

But  we  figure  it's  worth  it. 

According  to  Canadian  geological 
surveys,  there  could  be  an  estimated  2.5  bil- 
lion barrels  of  crude  and  40  trillion  cubic  feet 
of  natural  gas  under  the  Beaufort  Sea  and 
its  shores. 

At  today's  prices,  that's  almost  30 
billion  dollars! 

We'd  like  our  fair  share,  so  we'll  take 
the  risk. 

We're  putting  our  capital  and  time 
into  exploration. 

That's  where  the  future  is. 

You'll  be  hearing  from  us. 


FOLLOW  THE  SUN  B 

Sun  Oil  Company.  St.  Davids.  Pennsylvania 


LOOKING  FOR 

A  HEALTHY  INDUSTRY 

IN  AN  AILING 

ECONOMY? 


The  health  care  industry  is  alive  and  well.  While 
other  industries  are  experiencing  difficulties, 
ours  is  thriving. 

We  are  in  the  business  of  building  and  managing 
hospitals  here  and  abroad.  It's  a  good  business, 
and  our  growth  has  been  steady  and  dramatic. 

For  example:  from  one  hospital  six  years  ago, 
we  have  grown  to  the  point  where  we  are  today 
the  largest  hospital  management  company  in 
the  world.. .with  64  hospitals  containing  almost 
10,000  beds,  22,000  employees  and  more  than 


5,000  physicians  on  our  medical  staffs.  We  have 
a  total  net  worth  of  about  $125,000,000,  and 
revenues  in  1974  of  almost  $300,000,000. 

We  are  continuing  to  build  new  hospitals,  sign 
new  management  contracts  for  other  hospitals, 
expand  existing  facilities,  add  new  services, 
and  explore  additional  overseas  opportunities. 
We  are  convinced  that  the  hospital  business, 
healthy  as  it  is,  is  going  to  become  even  healthier 
in  the  years  to  come. 

Check  our  pulse  from  time  to  time. 


HOSPITAL  CORPORATION  OF  AMERICA 

Nashville,  Tennessee 
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Tonight  before 

\f    dinner,  surprise 

him  with  a  Sheaffer  Imperial  set, 

enduringly  crafted  in  precious  metals.  A 

handsome  gift  from  the  Sheaffer  collection. 

The  any  time,  any  place  gift. 


SHEAFFER. 

SHEARER   WORLD-WIDE,  A  textron  COMPANY 


Readers  Say 
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Not  How  Much,  But  What 

Sir:  So  often  the  debate  on  de- 
fense spending  is  reduced  to  a  steiile 
"too  much  vs.  too  little"  squabble, 
with  liberals  knee-jerking  for  less  and 
•conservatives  knee-jerking  for  more. 
Your  article  (Apr.  15)  is  one  of  the 
few  this  reader  has  seen  that  actually 
analyzes  what  we're  getting  for  our 
defense  dollars  rather  than  falling  in- 
to the  emotional  trap  of  whether  the 
level  is  too  high  or  low. 

— Margaret  Thompson 
New  York,  NY. 

Sir:  Your  article  brings  to  mind  a 
conversation  Charles  de  Gaulle,  tin  n 
an  obscure  army  officer,  was  supposed  l. 

to  have   had    with    France's    Socialist 

it 

i 


) 


DI 
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Premier  Leon  Blum  in  1936.  Dt 
Gaulle  v.  as  critical  of  Blum's  di 
policy  and  Blum  exclaimed,  "But 
we've  budgeted  more  foi  defense  than 
the  previous  government!"  To  which 
cie  Gaulle  retorted,  "But  it  is  for  what 
money  is  being  spent  that  con 
I  ply:  "I  !ca\  e  thos< 

matters    to   the   appropriate   exp 
the   sam<  ts   then   buildii 

Maginot  Line. 

—John  R    v 
Los  Angeli 


Captured  His  Character 

^ii':    Forbes  capabl)   captured  the 
spiiil  of  Harold  Ehrlich  [The  Moneu 
Apr.   / ).  I  admire  Harold,  and 
all  the  c  hich  I  1      i       en  ii. 

him  \'.  c  re  most 
youi 

(  r.  ScHARFFENBEl 

Pr<  sidenu 

(        In 
\(  w  Yorl    \.Y 

Mexican  Standoff 
Sir:     Re       v 

change  I  May   I  ) 

H      rig   !>'•'  n  hi  bo<  I   to  buy  BBDQ  ir 

k  ever)  yeai  sin  I  and  nevei  k 

h  i;l  enough  mom  j  left  ti>  bin 

an)  thing  else,  I  am  h  irdl)  ii 

a    position    to   dispute   your   wi  donl 

On    the    o  h<  i    hand     I    n  fl(  i  :    thai 

those  who  woe  ill-. 

bu)  BBDO  stuck  at  sis  when  it  wei 

public  en  ()( t.  2 1,    l()7.i  might   po 

sibl\  ] i . i  .i  worse  d(  (  ision.  Si 

fai   the)   have  received  b    10 

dividend    yield    on    that    Investment 

I  ii       is  iiu'   tOO  lousy,  as  cli\  idcu 

Now    iIk'  stock   is  sellin]  rid    I  l 

oil    its   issuing   price.    Bu1 
numbi  i  ol  fine  < apital-inu  nsive  com 
p, inics  seem  to  have  done  worse  thai 
thai     Had  one  bought  on  that   sard 
da\    General    Motors,    R<   V    IBM 
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n  today's  economy  manufacturers 

can't  afford  to  overlook  the 
profit  incentives  Puerto  Rico  offers 


'uerto  Rico's  new  wage  reinv 
'iirsement  program  is  the  latest 
i  a  growing  list  of  manufactur- 
ig  incentives. 

Read  on,  and  you'll  see  why 
'uerto  Rico  makes  sense  for 
uture  expansion  and  profits, 
end  coupon  for  details. 

Nothing  is  more  difficult  for  a 
manufacturing  executive 
,:  han  a  decision  to  expand  in  a 
'  >eriod  of  severe  recession. 

If  you've  been  hesitating  over 
ie  >lant  expansion,  look  into  the 
inique  opportunities  Puerto  Rico 
>ffers  to  achieve  substantially  more 
■srofits  than  you  can  realize  any- 
vhere  else  in  the  U.S. 

.  New  wage  incentive 

Under  a  whole  new  program, 
'uerto  Rico  will  reimburse  quali- 
led  manufacturers  up  to  25%  of  the 
otal  direct  labor  costs  incurred 
luring  the  first  two  years  of  plant 
>peration. 

J.  Free  training  programs 

For  qualified  manufacturers, 
:he  Commonwealth  will  under- 
vrite  the  full  cost  of  pre-employ- 
Inent  training  in  skills  tailored  to 
•  /our  needs.  Of  it  will  share  the  cost 
pf  in-plant  training. 

A  learners'  program  is  designed 
to  reduce  wage  costs  for  manufac- 
turers involved  in  complex  opera- 
tions while  apprentices  are  being 
trained.  And  a  variety  of  Federal 
programs  is  available  under  the 
Comprehensive  Employment  and 

ining  Act. 

5.  Productive,  young  workers 

U.S.  Dept.  of  Commerce  sta- 
cs  show  that  Puerto  Rican 


Comparison  of  the  Monthly 

Turnover  Rates  for  Puerto  Rico 

and  the  U.S.  Mainland* 

Labor  Turnover  Rates  (Percentage) 
Puerto  Rico 
U.S.  Mainland 


Textiles         Pharma- 
and  ceuticals 

Apparel 


Scientific      Electronics    Fabricated 
Instruments  Metals 


All 
Industry 
Average 


2  2 


3.4 


"Covers  1 2-month  period  ending  June  30. 1974. 


Source:  "Absenteeism  and  Employment  Turnover  in 
Six  Industries  in  Puerto  Rico  in  1974,"  a  survey  by  Clapp 
&  Mayne  (an  affiliate  of  the  Gallup  International  Re- 
seajph  Institute),  February,  1975. 


workers  are  unsurpassed  in  produc- 
tivity. A  worker  in  Puerto  Rico 
returns  $4.03  in  value  for  every 
dollar  earned,  compared  to  the  U.S. 
national  average  of  $3.36. 

A  recent  survey  shows  that 
worker  absenteeism  and  turnover 
are  lower  than  in  the  U.S.  Wage 
rate?  are  more  reasonable,  too. 

Sixty  percent  of  Puerto  Rico's 
workers  are  under  35.  Just  about  all 
of  them  have  had  at  least  10  years 
of  schooling.  150,000  are  ready  to 
start  at  once.  Many  are  skilled. 

4.  100%  tax  exemption 

In  Puerto  Rico,  your  plant  pays 
absolutely  no  taxes.  There  are  no 
U.S.  federal  taxes.  And  you  are 
totally  exempt  from  all  Com- 
monwealth taxes.  No  corporate 
income  taxes.  No  real  or  personal 


property  taxes.  No  municipal  taxes 
or  license  fees.  And  exemptions 
range  from  10  to  30  years. 

5.  Close  to  U.S.  markets 

Puerto  Rico  is  far  closer  to  the 
U.S.  mainland  than  you  might  real- 
ize. Airfreight  reaches  Miami  in 
V/i  hours,  New  York  in  3Vi  hours. 

Container  ships  and  trailer- 
ships  service  ports  in  New  York, 
Newark,  Baltimore,  Charleston, 
Jacksonville,  Miami,  New  Orleans, 
Long  Beach  and  Oakland. 

6.  One  million  sq.  ft  ready 

Puerto  Rico  will  help  you  select 
the  plant  site  best  suited  to  your 
needs.  Over  one  million  sq.  ft.  of 
plant  space  are  ready  at  annual 
rates  as  low  as  75  #  a  square  foot. 

Find  out  more  about  Puerto 
Rico's  proven  profit  record.  Send 
now  for  your  free  copy  of  our  in- 
formative new  20-page  brochure, 
"Puerto  Rico:  Profit  Island,  U.S.A." 

r 1 

Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
Dept  FB-13 

1290  Avenue  of  the  Americas 
New  York,  N.Y.  10019 
Please  send  me  your  free  fact-filled  bro- 
chure, "Puerto  Rico  Profit  Island, 
U.S.A.,"  which  explains  how,  even  in 
today's  uncertain  economy,  Puerto  Rico 
provides  a  profitable  climate  unmatched 
anywhere  else  in  the  United  States. 

The  products   I    might   be    interested    in 
manufacturing  in  Puerto  Rico  are: 


Name- 
Title- 


Company. 

Address — 
City 


.State. 


.Zip. 


C  1975.  Commonwealth  of  Puerto  Rico 


Eliminate 
tedious  refiling, 

"File"  a  document  on  microfilm  and  it's  filed 
permanently— but  it  can  be  retrieved  in  seconds. 
Our  informative  booklet  gives  you  all  the  time- 
and  money-  saving  facts.  Write  for  it  today. 

Mr.  D.  W.  Storey,  Eastman  Kodak  Company 
Business  Systems  Markets  Division,  DP5677 
Rochester,  N.Y.  14650 

Please  send  me  a  copy  of  "The  Management  of 
Information'.' 


Name. 


-Title. 


Company. 
Address  _ 

City 

Zip 


.State . 


-Telephone 


Circle  98  on  reader  information  card  or  mail  the  coupon. 


AVorriott  s  ESSEX  HOUSE 


M 


Questions  and  Answers  on  Central  Park  South 


d1 


Find  Yourself  in  New  York  City 

Is  New  York  all  steel  and  stone;  glass 
and  granite?  Definitely  not.  The 
Essex  House  rises  handsomely  here 
on  Central  Park 
South  and  for  that 
very  reason  we  of- 
fer you  a  different 
point  of  view.  Our 
front  doors  open 
to  59th-and  the  Park  borders  it  all 
beautifully.  So.  in  addition  to  all  our 
comfort  and  convenience,  we  offer 
you  the  best  address  in  the  city. 

Information  Please 

Nobody  knows  everything  there  is 
to  know  about  New  York,  but 
we  do  our  best.  Just  ask.  Like  what's 
the  quickest  way  across  town  at  5:15? 
Or  where's  the  nearest  place  to  buy 
tux  shirt  studs?  We  offer  the  sort 


of  service  you  won't  find  anywhere 

else  on 

Central  Park 

South.  /O^ 

because 

we  want  to 

make  you 

happy. 


You  've  Got  Our  Number 

Our  toll-free  reservation  number. 
Just  dial  800-228-9290  and  in  a 
matter  of  moments  you'll  have  a  con- 
firmed guest  room  waiting  for  your 
arrival.     ^-  ,        x, 

Harriott  s 
ESSEX  HOUSE 

A  It  i  OU  need  lo  know  about  holds  in  New    )  ork 

lot)  Central  Park  South.  New  York  10019 

telephone  toll-free  for  your  reservations 

800-228-9290. 

II  rittforour  new  brochure 


Readers  Say 


Xerox,    current    shrinkage    in    market 
value  would  range  from  24?  to 
The  DJI  would  be  oft  around   IT 
it  stems  possible,  in  this  ease  at  least, 
the  wisdom  of  the  buyers  and  sellers 
was  a  Mexican  standoff. 

—Tom  Dillon 

President, 

Batten,  Barton,  Durstine  &  Osborn 

New  York,  N.Y. 

Profitable  Neurosis 

Sir:  In  your  article  on  CBS  (May 
1)  you  refer  to  its  perfectionism  as 
"a  corporate  neurosis."  Judging  In  the 
performance  of  main'  companies  to- 
day, we  could  use  a  little  more  of 
such  neuroses. 

—  II  \KK-I    X  \!)ll. 

Chicago,  III. 

Sir:  I  didn't  like  your  CBS  cover 
with  that  glass  eye.  In  Side  Lines  you 
mentioned  it  is  from  an  actual  photo- 
graph of  West  Point's  senior  cadet 
captain,  and  that  you  substituted  the 
eye  for  the  face.  Will  you  please  do 
your  readers  a  favor  and  print  the 
actual  photograph  of  Cadet  First 
Capt.  James  Abcouwer? 

—  (  '  PROLINE  P.  StOI   1 

Washington,  D.C. 


-1l  It —  1  ^ 


Keeping  Your  Pants  On 

Sue.  He  your  remarks  about  pants 
that  come  without  belt  loops  (Fat  '  6 
Comment,  Apr.  15).  Whs  don't  you 
ti\  suspenders?  Know  what  the)  are? 
hold  up  your  pants.  Verj  hand) . 
\h  (].\<\d\  used  to  wear  them. 

-M.  C.  Dams 
>.  111. 

Sir:    Concerning  a   conspirac)    be 
tween   pants   makers  and   tailors.    I 
a    slack     manufacturer,    am     indebted 
to  the  Justice  I  )epai  tment  For  enforc- 
ing the  law  S  thai  keep  pants  on. 

Norm  \  -  Feinbi  ho. 

Pre  .hI. 
Maiinoi  SI 
New  York,  N.1 
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Sir:  We  agree  with  you  whole- 
heartedly that  all  pants  should  come 
Aitli  belt  loops.  A  belt  makes  the  out- 
it.   It  is  also  good  tor  the  economy. 

—Jeff  Sklar 
Ace  Belt  Co. 
Chicago,  111. 

Sir:  It  isn't  the  expense  of  adding 
loops  that  disturbs  me;  it  is  the  delay 
n  having  them  installed. 

—Robert  C.  Ketterer 
Pittsburgh,  Pa. 

Sir:  It  is  no  problem  for  the  tailor 
to  fashion  belt  hooks  from  the  extra 
material  cut  off  each  leg,  which  within 
15  minutes  can  be  formed  and  sewed 
to  the  trousers. 

—William  J.  Faber 
Detroit,  Mich. 

Practice  What  They  Preach? 

Sir:  Some  loud-mouth  politicians 
n  Capitol  Hill  are  bleating  about 
the  sins  of  low-mileage  cars.  Someone 
should  survey  the  parking  lots  where 
congressmen  park  their  cars  to  find 
nit  the  relative  numbers  of  small  cars 
VS.  the  Cadillacs-Imperials-Continen- 
tals.  And  how  many  congressmen  use 
car  pools? 

— Georce  W.  Schuster 
Boone,  Iowa 

Faster  Up  Than  Down 

Sir:  There  is  much  discussion  these 
days  regarding  relative  advantages  of 
LIFO  VS.  FIFO,  but  what  really 
concerns  a  chief  executive  is  when  he 
learns  that  when  it  comes  to  prime 
interest  rates,  his  bank  is  practicing 
FULD  (first  up,  last  down). 

—Edmund  M.  DiGiulio 

President, 

Cinema  Products  Corp. 

Los  Angeles,  Calif. 

Bogle's  Complaint 

Sir:    Re   your  article  on   the   Well- 
ington    Management    Co.    and    Van- 
guard  Group    (The   Funds,   May   1) . 
The  real  tragedy  of  your  article  is  that 
you   failed  to  ..say  something  positive 
about  a  forward  step  for  mutual  fund 
Investors.    There   is   no   doubt   in   my 
mind    that   our    new    structure   is    the 
beginning  ot   a   substantial   change  in 
our    industry.    To    dwell    on    the   past 
conflict   and   ignore  the  future  poten- 
tial  of  our   innovation   is,   I   am   con- 
fident,   the    wrong    approach.  .  .  .  The 
concept  pf  the  restructuring  is 
the    likelihood    that    investment    per- 
formance   will    be    enhanced.    If    that 
not   prove   to   be   the   case,   the 
Ui\id  directors  now  have  the  real,  as 
ict    from    the    theoretical,    ability 
I  >    make    changes    in    the    organiza- 
providing    investment    advisory 
(Continued  on  page  285) 


It  takes  a  cod  head 

and  a  warm  heart  to  be 

a  Delta  professional* 


You're  a  Delta  line  mechanic, 
and  that  jet  at  the  gate  be- 
longs to  you  until  you're  ready 
to  turn  it  over  to  the  captain. 
You  check  out  everything 
from  engines  to  instruments  to 
ailerons  to  ashtray  lids.  Your  jet 
is  one  big,  beautiful  piece  of 
machinery  and  you  want  it 


nothing  short  of  perfect. 

There's  more  to  it  than  per- 
sonal pride,  of  course.  The 
people  who  board  your  jet 
count  on  you  for  a  smooth 
flight.  And  when  it  comes  to 
people,  a  Delta  professional 
couldn't  care  more. 


The  airline  run  by  professionals 


Line  Mechanic  Don  Henson  and  Capt   ■ft  Malcolm  Simpson,  Delta  professionals 


Delta  is  ready  when  you  are 
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In  a  year  when  you  can't  count  on  very  much,  you  can  be  pretty  sure  of 
this  much:  people  are  going  to  keep  on  playing  golf  and  tennis;  they're 
going  to  go  sailing  and  bike-riding  and  motor-boating  and  motor- 
cycling; they're  going  to  mowtheir  lawns  on  Saturday  morning  and  go 
bowling  on  Tuesday  night;  they're  going  to  go  camping  in  a  trailer  and 
skiing  down  a  mountain;  they're  going  to  play  racketball,  shoot  a 
basketball  and  arch  a  bow;  they're  going  to  scuba-dive,  play  touch 
football  in  the  park  and  dress  up  to  their  eyeballs  on  the  slopes  and  on 
the  court.  They're  going  to  play  and  have  fun  and  sweat  their  sweats 
away.  And  as  long  as  they're  going  to  keep  on  doing  their  thing,  we're 
going  to  keep  on  doing  ours. 


AMF  Incorporated 
White  Plains,  N  Y  10604 


AMF  is  a  worldwide  producer  of  Leisure  Time  and  Industrial  Products 


It  takes  at  least 

16  basic  elements  and 

4  energy  sources  to  keep 

our  economy  going. 


We  produce  12  of  them. 

Texasgulf  is  a  world-wide  natural  resources  company. 

As  such,  we  produce  10  essential  elements  and  two 
essential  energy  sources  a  modern  industrial  economy  needs. 

The  elements  we  produce  include  zinc,  cadmium,  copper, 
iron,  lead,  phosphorus,  potassium,  silver,  sulphur  and  tin. 
These  are  sold  in  the  form  of  metals,  metal  concentrates  and 
fertilizer  materials. 

The  energy  sources  we  produce  are  oil  and  gas. 
Exploration  programs  for  uranium  are  underway,  and  we  are 
participating  in  an  offer  to  buy  Peabody  Coal  Company,  the 
largest  coal  producer  in  the  United  States. 

In  addition,  Texasgulf  produces  forest  products.  And 
soon,  we  will  be  an  important  producer  of  sodium  in  the  form 
of  soda  ash  and  nitrogen  as  ammonia. 

As  a  natural  resources  company,  exploration  is  the  key  to 
growth  at  Texasgulf.  That's  why  we  currently  have  exploration 
programs  underway  in  Australia,  Canada,  Egypt,  Ireland, 
Mexico,  Panama,  the  Philippines,  South  Africa,  Spain,  and 
the  United  States. 

If  you'd  like  to  know  more  about  Texasgulf,  send  for  our 
Annual  Report.  Just  write:  Texasgulf  Inc.,  200  Park  Avenue, 
New  York,  New  York  10017. 


Texasgulf 

The  world-wide  natural  resources  company. 


The  Mercedes-Benz  450SE. 
Engineered  like  no  other  car  in  the  world. 


The  Mercedes-Benz  450SE  is  a 
pure  combination  of  advanced 
automotive  technology,  en- 
lightened engineering,  safety 
and  craftsmanship. 

And  though  a  host  of  "brand- 
new"  automobiles  have  been  in- 
troduced in  the  past  several 
months,  the  world  has  never 
seen  a  production  sedan  like  it 

On  the  outside,  the  450SE  Sedan 
is  not  as  big  as  a  full-sized 
American  luxury  automobile.  The 
only  thing  big  about  this  Mercedes- 
Benz  sedan  is  the  room  inside.  The 
450SE  is  a  five -passenger  sedan 
with  more  than  seventeen  cubic 
feet  of  trunk  space. 

Many  engineers  agree  that  this 
is  the  shape  and  size  of  the  automo- 
bile of  the  future.  For  some  domes- 
tic manufacturers,  the  future  has  to 
wait  until  at  least  1978.  For  Mer- 
cedes-Benz it's  here  now. 

Aircraft  construction 

The  Mercedes-Benz  450SE  has  no 
separate  body  or  chassis  structure. 
Its  panels  are  fused  into  a  unit  with 
over  6,000  individual  electric  welds. 
This  basic  method  of  construction 
allows  modern  jet  aircraft  to  have 
enormous  strength  and  light  weight. 


The  awards  winner 

The    1975   Motor  Trend  Magazine  Go/dim 
Wheels  Awards  have  just  been  announced. 

Outstanding  Achieve- 
ment in  Engineering 

Winner:  The  450SE. 
Areas  evaluated:  The  ride ' 
handling  relationship;  per- 
formance, e.g.  expressway 
entry,    passing,    hill  climb' 
ing  and  stopping;   passen- 
ger capacity  and  comfort; 
ease  of  entry  and  exit  and 
accommodations;  total  en- 
gineering concept  and  qual- 
ity of  execution. 

Outstanding  Achieve- 
ment in  Safety 

Winner:  The  450SE. 
Areas  evaluated:  Avoidance  capability;  brak- 
ing response;  visibility;  innovation;  occupant 

protection. 

Safety  first 

The  structure  of  the  450SE  is  the 
latest   of  Mercedes-Benz  develop- 
ments of  the  patented  rigid  passen- 
ger cell/deformable  extremity  con- 
struction. Both  the  front  and  rear 
extremities  absorb  force  in  the 
event  of  an  impact,  to  help  the 
passenger  cell  remain  intact. 

The  450SE'sgas  tank  is  mounted 
over  the  rear  suspension,  well  in 
from  the  rear  bumper,  and  sur- 


rounded by  steel  bulkheads.  What's 
more,  the  gasoline  filler  neck  has 
been  designed  to  pinch  itself  closed 
in  the  event  of  impact. 

Unlike  all  domestic  sedans 
which  continue  to  have  the  same 
basic   wagon-type  rear  axle  they 
have  had  for  decades,  the  suspen- 
sion of  a  450SE  is  fully  independ- 
ent. This  system  is  completely  dif- 
ferent and  allows  the  standard  steel- 
belted  radial  tires  to  stay  mated  to 
the  road  where  they  belong. 

Mercedes-Benz  goes  to  great  ex- 
pense and  effort  to  initiate  new  sus- 
pension developments.  They  can 
spell  the  difference  between  acci- 
dent and  incident. 

Lasting  value 

One  final   thought.  Today,  when 
more  than  ever  before,  everyone  is  j 
searching  for  lasting  value,  a  Mer- 
cedes-Benz  450SE  has  much   to 
offer  you.  Mercedes-Benz  has  the 
best  resale  value  of  any  make  of  car  j 
sold  in  America.  Any  one.  And  the 
450SE  is  pure  Mercedes-Benz. 

A   unique  driving  experience 
awaits  you  at  your 
Mercedes-Benz  Dealer's. 
Call  him  today.  Test 
drive  the  450SE. 


"With  all  th    getting  get  understanding" 


Fact  and  Comment 


BEATING   UP   BIG   OILS 


is  very  popular  these  days  on  Capitol  Hill. 

And  so  damn  dumb. 

So  self-defeating. 

Those  most  delighted,  most  helped  by  congressional 
(and  public)  harassing  of  U.S.  international  oils  are  the 
oil-producing  countries.  OPECcrs  have  been  busy  doing  by 
regulation  everything  they  can  to  knock  oft  the  internation- 
al oils  for  the  obvious  reasons  that  these  giants,  if  they 
have  sufficient  profits  and  cash  flow,  will  sooner  rather  than 
later  find  and  develop  alternative  oil  and  energy  sources. 
Remember,  it  was  the  petroleum  minister  of  the  United 
Arab  Emirates,  Mana  Said  Oteiba,  who  recently  said: 
"These  profits  are  being  used  by   [the  oil  companies]   to 


find  alternative  sources  for  our  oil.  They  are  investing  on  a 
huge  scale  in  the  Arctic  and  the  North  Sva.  This  we  will 
not  accept." 

It  takes  immense  capital,  widely  varied  technologies 
and  many  brains  to  run  a  solvent  Big  Oil  outfit  these 
days.  The  fact  that  five  of  the  seven  largest  international 
petroleum  giants  are  American  is  a  U.S.  asset  of  almost 
incalculable  value.  Why  we  should  oblige  those  who  could 
bring  the  Free  World's  economy  to  ruin  by  helping  them 
chop  down  our  petroleum  companies  is  really  beyond  com- 
prehension—if you  stop  to  think  about  it. 

Which  we  should. 

Read  (or  reread)  Forbes'  Mar.  15  article,  "Oil's  Big  Spill." 


THE   BIG  MAN  NEEDS   TO   BE 


It's  not  enough  these  days  for  the  corporate  Big  Man 
just  to  be  Big.  He's  got  to  be  bigger  than  ever,  with  em- 
phasis on  the  small  "b." 

As  CEO  he  has  to  be  far  broader  gauged  than  was 
necessary  when  bucking  for  the  job.  On  the  way  up  it 
was  enough  to  be  a  master  salesman,  a  designing  genius,  a 
canny  marketeer,  a  super  production  man,  a  clever  legal 
eagle  or  any  of  several  such.  Now,  though,  it's  not  enough 
to  make  things,  to  market  things,  to  service  the  customers, 
to  make  a  profit,  to  pay  a  dividend. 

Today,  the  headman  must  think  much  about  other 
things— environment  and  environmentalists;  consumerism 
and  consumers;  regulatory  agencies  and  regulators;  mone- 
tary exchange  rates  and  international  money  changers; 
politicians  and  what  and  who  makes  them  tick. 

In  other  words,  if  his  enterprise  and  industry  is  to  sur- 
vive and  prosper,  a  CEO  has  to  be  prepared  to  do  much 


more  than  meet  the  competition  and  make  money.  He 
must  play  a  major  role  in  preserving  the  whole  competi- 
tive free  enterprise  system— not  from  professed  socialists 
and  communists  and  other  ists,  but  from  fervent  fellow 
citizens.  To  right  occasional  product  wrongs  and  to  rec- 
tify real  pollution  problems,  the  suggested  solutions  often 
threaten  great  businesses  with  bankruptcy,  extinction. 

Reginald  Jones,  the  brilliant  dynamo  now  directing  Gen- 
eral Electric,  put  it  well  when  he  said  recently  in  a 
Forbes  interview:  "I  am  concerned  not  so  much  with 
developing  enough  business  managers  per  se  as  I  am  with 
developing  business  managers  who  have  the  sensitivity 
and  concern  for  external  factors  to  permit  them  to  op- 
erate successfully  in  what  I  see  in  the  years  ahead  as  a 
much  more  hostile  environment  than  we  know  today." 

In  short,  Big  Man,  you  better  be. 

Or  we're  all  in  the  soup. 


FATHER  NEVER   FORGOT   OR   FORGAVE   MOTHER 


for  words  she  once  spoke  that  shook  him  to  his  Scottish 
core,  words  that  rattled  the  very  foundations  of  his 
heritage. 

During  the  spring  of  booming  1929,  she  handed  Dad 
a  larger- than-ever  sheaf  of  bills  for  the  five-children 
homefront,  and  he  exploded:  "How  in  good  conscience 
can  you  spend  so?!!"  To  which  Mother  replied  with  a  hap- 
py truthfulness  that  was  gunpowder  to  Father's  fire,  "But 
1  love  to  spend  money." 

From   thence  until  his  death  25  years  later,  whenever 


they  differed  he'd  bring  up  that  remark,  considering  it 
the  ultimate,  consummate  condemnation  of  his  wife's 
mentality. 

There's  more  than  a  bit  of  irony,  don't  you  think,  that 
today  Mother's  philosophy  is  considered  far  more  essen- 
tial to  our  economic  well-being  than  the  abhorrence  of 
spending  so  oft  expressed  by  the  Founder  of  Forbes. 

If  he  were  not  already  dead,  the  very  thought  would 
have  killed  him.  In  fact,  it  could  well  be  enough  to  res- 
urrect  him. 
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WE   NEED   'EM,    BUT  WE   NEEDN'T   ALWAYS   HEED  'EM 


academicians— eggheads,     they 
tiled. 

as   not,  the)    think  beautiful  thoughts;  pan  the 

s  of  humanity  (especiall)  that  subspecies,  busi- 

plan   greal   things  for  us  all;  write  righteously 

about  righting  the  world,  the  U.S.,  the  Congress  and— es- 

pe<  ially— that  subspecies,  businessmen. 

But  don't  you  think  those  Fellows  (that's  a  title,  son) 
v  .uld  probably  be  seared  to  death  it  they  thought  too 
main  ot  us  other  unwashed  fellows  were  really  to  do 
what  the)  say?  Imagine  if  we  ran  a  business  as  they 
have  run  the  world's  greatest  private  Do-Good  business, 
the  Ford  Foundation. 

Mr.  Bund)  and  a  collection  of  similar  most  Estimable 
Eminences  graciously  agreed  to  preside  over  the  dispens- 
ing of  the  income  from  a  stake  that  grew  to  as  much  as  S4 
billion.  It  provides  in  toto  or  in  substantial  part  for  the  fi- 


nancing of  more  well-intended  things  and  studies  than 
have  ever  been  known.  From  their  largess  have  come 
enough  conclusions  telling  people  what's  wrong  with  the 
way  things  are  done  and  how  they  should  be  done  that,  if 
laid  end  to  end,  they  would  encircle  China's  Great  Wall. 

But,  meantime,  it  would  seem  they  should  have  been 
receiving  rather  than  giving  advice— at  least  in  such 
unesoteric  areas  as  managing  one's  money.  In  the  past 
year  then-  assets  have  fallen  from  $3  billion  to  $2  billion. 
They  are  cutting  in  half  their  annual  Anointments  and  are 
canning  320  of  their  630  fellow  employees. 

Now  I'm  not  knocking  the  good  these  good  people 
have  done  or  tried  to  do.  But,  gollygeewhiz,  wouldn't  it 
have  been  equally  inspiring  and  equally  good  if  they 
could  have  managed  their  own  affairs  a  bit  better  while 
so  graciously  and  expensively  suggesting  to  so  many  oth- 
ers how  to  do  just  that? 


TWO  ADS:  THE  INANEST  VS.  THE  SANEST 


1  In     'J i-  .il    '    .mi j i, in    i  nDlnr.rf^ 


The  Icebreaker  goes  East 


Temple  Fielding,  creator  of 
the  most  useful  travel  guides 
ever  published,  wrote  me  nomi- 
nating this  Campari  ad  "as  the 
most  inane,  ineffectual  advertis- 
ing campaign  suffered  upon  con- 
sumers for  7%  months  of  Sun- 
days. For  a  long  time  Nancy 
and  I  have  been  annoyed  by 
this  silly  witless  abasement  of  a 
fine  product.  Just  what  in  hell 
does  its  Great  Campari  Con- 
troversy mean???" 

By  way  of  almost  total  con- 
trast, look  at  the  Peoples  Gas 
Co.  message.  It's  one  of  an  im- 
pressive series  reflecting  this 
foresighted  utility's  efforts  to 
participate  in  bettering  the  vast 
Chicago  community  it  serves. 
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We  think  it  makes  good  sense 

to  do  business  with  minority  businessmen. 

So  does  Floyd  Sanders. 
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KOPUS  GAS  COMPANY 


THE  LONG  AND  THE  SHORT  OF  IT 

An  inadequate  chief  executive  officer's  time  at  the  top 
is  always  too  long  no  matter  how  short.  The  right  CEO's 
reign    invariably    seems    too    short    no    matter    how     long. 

MAKE  AIR   BAGS   MANDATORY 

Not  the  political  variety— they've  long  been  universal—  the    incalculable    reduction    of    medical    costs    for    healing 

but  those  in  automobiles  which   inflate  instantly  when   a  tens  of  thousands  ol    auto-injured   people  are  appreciable 

car  crashes  at  speeds  over  12  miles  per  hour.  offsets. 

While  carmakers  are  unenthusiastic  because  of  the  Let's  not  let  mandator)'  air  bags  be  a  casualt\  oJ  (In- 
substantial additional  costs  involved,  the  lives  saved  and  recession. 


THOSE  WHO  DEMEAN 

those  who  do  business,  either  cannot— or  don't  need  to. 
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TOP  CATS 

are  often  former  underdogs  who  didn't  like  it, 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.  — M.S. F 


On  Imported  Oil 

Each  day  that  passes  without  strong 
and  tough  action  results  in  a  further 
drain  on  our  national  wealth.  The 
tactics  of  delay  and  proposals  which 
would  allow  our  dependency  and  vul- 
nerability to  increase  will  not  be  tol- 
erated by  the  American  people. 

—President  Gerald  Ford. 

It's  War 

The  oil-consuming  nations  must 
realize  that  they  are  in  the  grip  of  a 
war  with  more  terrifying  dimensions 
than  World  War  II.  It  is  a  war  not 
yet  being  conducted  with  military 
weapons.  It  is  an  invisible  war  of 
economic  attrition.  We  are  the  nation 
that  developed  the  Manhattan  Project 
and  sent  men  walking  on  the  moon. 
If  we  can  rekindle  this  great  spirit  of 
America,  we  are  capable  of  solving 
our  current  problems. 

—Charles  Bluhdorn, 
Chairman,  Gulf  &  Western  Industries. 

Last  vs.  Latest 

The  liberal  historian  Charles  A. 
Beard  of  Columbia  University,  who  in- 
terpreted American  history  in  terms 
of  economic  forces  and  who  did  not 
believe  the  Rockefellers  had  become 
billionaires  through  the  operation  of 
some  inexorable  law  of  nature,  also 
welcomed  the  social  consequences  of 
an  attempt  to  redistribute  the  burden 


:>f  taxation— which  recalls  an  anec- 
dote regarding  Nicholas  Murray  But- 
ler, Columbia's  president,  a  tough  old 
Hamiltonian  strayed  into  the  twen- 
tieth century: 

"Have  you  read  Beard's  last  book?" 
an  associate  asked. 

"I  hope  so,"  Butler  replied. 

—Gerald  Carson, 
American  Heritage. 

Save  Lives 

Transportation  Department  experts 
contend  that  accidents  involving  air- 
bag-equipped  autos  have  conclusively 
shown  that  bags  protect  drivers  from 
serious  injury  even  in  high-speed 
crashes.  They  also  claim  that  tests 
have  banished  two  early  fears  about 
the  bags:  that  they  would  inflate  ac- 
cidentally when  there  was  no  colli- 
sion, and  that  they  might  pop  open 
with  such  force  as  to  injure  children. 
In  millions  of  test  miles  driven,  that 
just  has  not  happened.  .  .  .  the  evi- 
dence seems  to  warrant  making  the 
bags  mandatory. 

— Time. 

Social  Security  Unsecure 

Social  Security  funding  problems 
are  growing  faster  than  experts  ex- 
pected. Deficit  of  $2.5  billion  in  1975 
is  projected  now  to  reach  $10  billion 
by  1980.  Assets  then  would  barely 
meet  one  month's  benefit  payments. 
It's  a  touchy  issue,  and  Congress  will 


put  off  a  showdown  as  long  as  pos- 
sible. But  sooner  or  later,  the  system 
will  be  revamped. 

Most  likely  options:  Raise  the  tax- 
able wage  base  or  the  tax  rate,  dip 
into  general  revenues,  limit  benefit 
increases  of  future  retirees,  change 
rules  to  encourage  later  retirement. 
Any  of  those  moves  will  meet  loud 
protests. 

Middle-income  earners  argue  that 
it's  unfair  to  raise  the  wage  base  and 
erode  their  pay  increases.  Unions  say 
the  tax  rate  already  is  too  high  for 
low-wage  groups.  Business  objects  to 
raising  prices  to  pay  for  its  share. 

Social  Security  surpluses  of  past 
years  helped  hold  down  federal  bud- 
get deficits.  Now  the  push  will  be  in 
the  other  direction— feeding  inflation. 
But  Social  Security  will  get  the  mon- 
ey somehow— even  if  it  means  scaling 
down  national  health  insurance  or 
other  new  benefits  being  proposed. 

-U.S.  Neius  b-  World  Report. 

Cleaning  up  the  Past 

There  is  nothing  that  so  denies  the 
past  as  to  represent  it  as  clean  and 
sweet  smelling.  Williamsburg  in  this 
regard  no  more  tells  the  truth  than 
Disneyland  or  Disney  World.  You  can't 
expect  archeologists  to  reproduce  the 
stink  of  open  drains  in  the  street  or 
unrefrigerated  meat  or  unbathed  pa- 
triots, now  can  you? 
—Russell  Lynes,  Architectural  Digest. 


THE  BIG  JOB  FOR  ARTHUR  BURNS 

by  M.S.  Forbes  Jr. 


The  ultimate  reputation  of  Ar- 
thur Burns  as  central  banking  chief 
will  lie  less  in  how  he  handles  the 
money  supply  than  in  what  he  does 
or  doesn't  do  in  the  field  of  bank- 
ing regulation. 

The  regulatory  "system"  that 
arose  out  of  the  1930s  is  clearly 
inadequate.  To  expect  three  feder- 
al agencies  and  50  state  agencies  to 
fashion  a  coherent  policy  for  to- 
day's complex  banking  is  to  expect 
too  much. 

Burns  now  acknowledges  that 
there  was  a  competition  in  regula- 
tory laxity  during  the  1960s  and 
that  the  bank-holding-company 
legislation  of  1970  wasn't  tough 
enough. 

As  it  is,  Burns'  Federal  Reserve 
didn't  make  much  use  of  the  weap- 
ons it  did  have  until  last  year.  By 
then,  banks  were  engaged  in  a 
frenzied  race  for  growth  and  diver- 


sification, getting  into  businesses 
they  had  no  business  getting  into 
and  expanding  rapidly  on  an  in- 
creasingly inadequate  base  of  capi- 
tal. Today  banks  haven't  had  so 
many  shaky  loans  on  their  books 
since  the  Great  Depression. 

And  now  states,  such  as  New 
York,  are  threatening  to  get  into 
the  banking  business  themselves. 

What  to  do?  Should  banks  be 
forced  to  divest  their  nonbanking 
businesses?  Should  all  banking 
regulation  be  centralized  into  one 
federal  agency  such  as  the  Fed? 
Should  states  be  barred  from  the 
banking  business? 

Should  banks  be  forced  to  make 
more  "socially  desirable"  {i.e.,  po- 
litically popular)  loans  to  such 
areas  as  low-cost  housing,  small 
businesses,  small  farms,  consumer 
spending  and  anything  else  that 
catches  an  influential  congressman's 


fancy?  Should  banks  branch  inter- 
state? Should  banks  play  as  dom- 
inant a  role  in  the  U.S.  as  they  do 
now  in  Germany  and  Japan? 

The  answers  to  these  questions, 
and  the  role  Burns  plays  in  formu- 
lating them,  will  have  a  profound 
impact   on   this   economy's   future. 

When  not  testifying  before  Con- 
gress, Burns  spends  the  bulk  of  his 
time  struggling  with  the  money 
supply  and  jiggling  interest  rates. 

These  are  important  tasks,  but, 
as  central  banking  CEO,  Burns 
must  look  to  and  plan  for  the  fu- 
ture. To  date,  he  doesn't  seem  to 
have  really  come  to  grips  with  the 
questions:  What  should  the  role  of 
the  banks  be?  What  is  the  best 
way  to  get  them  to  play  it? 

By  grappling  with  these  ques- 
tions effectively,  Burns  can  make 
a  lasting,  positive  contribution  to 
his  country's  history. 
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The  toughest  part  of  communication 

is  the  last  few  inches. 

Modern  technology  has  given  us  the  means  to  move  information  farther,  faster,  and  to  more 
people  than  was  ever  dreamed  possible. 

Communication,  however,  means  more  than  just  moving  information. 

It  also  means  moving  minds. 

And  technology,  no  matter  how  far  it  advances,  will  never  be  able  to  communicate  for  us. 

At  United  Telecom,  we're  in  the  business  of  moving  information:  across  the  street,  around  the 
world,  even  to  the  moon  and  back.  Our  job  is  maintaining  and  improving  communication  technology. 

The  easy  part. 

The  hard  part  is  shortening  the  distance  between  reception  and  understanding. 

United  Telecom  ■■■ 

United  Telecommunications,  Inc.    *$  wiiff 
We  operate  the  United  Telephone  System,  America's  third  largest. 

United  Telecommunications,  Inc  .  PO  Box  11315.  Plaza  Station.  Kansas  City.  Missouri  64112 


Forbes 

The  Coming 
Showdown 
At  Owl  Hoot 
Canyon 

A  seemingly  obscure  issue- 
federal  chartering  of 
corporations— could  turn  out  to 
be  a  foot  in  the  door  for  more 
political  interference 
in  corporate  affairs. 


You  will  hear  a  lot  more  in  coming 
months  about  the  need  for  federal 
charters  of  corporations. 

Senators  George  McGovern  and 
Henry  Jackson  have  called  for  it; 
Senator  Jackson's  Interior  Commit- 
tee is  working  on  legislation.  Ralph 
Nader's  raiders  are  preparing  for  a  fall 
offensive.  A  prestigious  committee  of 
the  American  Bar  Association  is  hold- 
ing a  symposium  next  month  at 
which,  with  little  dissent,  a  U.S.  role 
in  incorporations  will  be  hailed  as  an 
idea  whose  time  has  come. 

A  tempest  in  a  teapot?  Perhaps. 
But  probably  not. 

The  argument  for  federal  charter- 
ing goes  like  this:  States  sell  corporate 
law,  and  a  vigorous  competition  be- 
tween them  has  benefited  corpora- 
tions, their  bosses  and  the  charter- 
sellers  themselves,  but  nobody  else. 
Gresham's  law  is  at  work;  bad  law 
drives  out  good  as  companies  shop 
around  for  ihe  law  that  suits  them. 
The  result  ;s  "a  race  for  the  bottom, 
with  Delaware  in  the  lead,"  as  Co- 
lumbia law  scholar  William  L.  Cary 
puts  it. 

What's  the  "bottom"?  Law  that  is 
full  of  gimmicks  like  "classified" 
boards,  noncumuJative  voting  and 
generous  indemnification  provisions 
that  allow  management  to  perpet- 
uate itself  while  wheeling  and  deal- 
ing at  the  expense  of  shareholders' 
interests. 

Delaware  has  the  most  popular  law. 
Some  340  of  the  country's  1,000  larg- 
est companies  are  chartered  there 
(and    the   resulting  fees   pay   for   15% 
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of  the  state's  annual  expenses).  Dur- 
ing the  late  Sixties,  International 
Telephone  &  Telegraph,  Textron  and 
Fuqua  Industries— to  name  a  few 
—incorporated  in  Delaware.  Yet  com- 
panies sometimes  leave  Delaware,  too, 
like  Thiokol  Corp.,  which  shifted  to 
Virginia  a  couple  of  years  ago  to 
take  advantage  of  the  nation's  tough- 
est anti-takeover  provisions. 

The  brokering  that  accompanies 
the  passage  of  new  state  law  par- 
ticularly enrages  the  critics  of  state 
Quartering.  Delaware  state  law  is  what 
the  tiny  state  legislature  says  it  is; 
the  legislature  does  what  the  Wilming- 
ton Bar  Association  subcommittee  on 
corporate  law  tells  it  to  do;  and  the 
subcommittee,  laughs  SEC  Commis- 
sioner A. A.  Sommer  Jr.,  "is  really  Sam 
Arsht  in  a  13-way-mirror."  Counters 
S.  Samuel  Arsht,  dean  of  Wilming- 
ton's corporate  lawyers:  "It  is  simply 
not  done  the  way  that  leads  you  to 
believe." 

That's  the  nub  of  the  criticism  of 
state  charters.  Yet  what  does  all  of 
this  amount  to?  In  practice,  not  a 
great  deal. 

In  most  ways  that  count,  the  Se- 
curities &  Exchange  Commission  and 
the  federal  courts  already  protect 
shareholders  against  abuses,  even 
those  sanctioned  by  state  law.  Last 
year's  "going-private"  binge  is  a  no- 
table exception— "a  regular  thalido- 
mide case,"  says  SEC  enforcement 
chief  Stanley  Sporkin— but  already  the 
SEC  is  moving  to  establish  rules 
against  luring  investors  at  high  prices 
and  buying  them  out  for  peanuts. 


To  be  sure,  the  bad  old  days  of 
the  robber  barons  were  far  worse. 
Then  New  Jersey,  not  Delaware, 
was  the  Owl  Hoot  Canyon  of  cor- 
porate law.  (You  remember  the  old 
westerns:  Owl  Hoot  Canyon  was 
where  marauding  bands  of  brigands 
hung  out,  checking  their  guns  at  the 
edge  of  town  to  live  in  perfect  law 
and  order  among  themselves. ) 

The  American  Law  Journal  caught 
the  tone  of  the  old  times  when  it 
spoke  of  "New  Jersey  becoming  rich 
and  bloated  through  the  granting  of 
franchises  to  trusts  ...  to  afflict  .  .  . 
other  American  communities.  .  .  ." 

Within  the  modern-day  Owl  Hoot 
Canyon,  at  least,  justice  is  always 
strict  and  fair;  Delaware,  which 
wrested  the  lead  in  "liberalizing"  cor- 
porate law  from  New  Jersey  about 
1915,  has  long  been  known  as  a  kind 
of  Tiffany  &  Co.  among  bench  and 
bar  associations. 

The  fact  is  that  ove-  the  years  fed- 
eral legislation  has  turned  Owl  Hoot 
Canyon  into  just  another  suburb  of 
Washington.  Bule  10b-5  of  the 
1934  Securities  &  Exchange  Act 
has  opened  the  door  to  federal 
courts  for  dissident  shareholders.  Cer- 
tainly, 10b-5,  aimed  at  fraud  and 
negligence,  is  judge-made  law,  cob- 
bled together  in  a  thousand  decisions, 
and  lacking  in  clear  legislative  intent. 
Nevertheless,  the  law  is  available, 
effective  and  quite  rewarding  to  top 
plaintiff  attorneys  like  Wilmington's 
Irving  Morris  and  New  York's  Abra- 
ham Pomerantz. 

But  there  is  far  more   to  the  issue 
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ral  chartering  than   just  stock- 
holders' rights.  By  emphasizing  man- 
ment's   right  to   "flexibility,"   with- 
defining  its   responsibilities,  state 

lavs  neglects  the  other  constituencies 
i  corporation:  creditors,  employees, 

itomers    and    th<  :ral    public. 

haps  this  is  proper;  perhaps  it  is 
not.  But  surely  it  is  what  the  coming 
hue  and  cry  will  really  be  about:  the 
proper  role  of  the  corporation  in  mod- 
ern America. 

"The  governance  of  the  corporation 
is  the  biggest  unresolved  issue  in 
American  politics,"  says  Milton  P. 
Kroll,  the  Washington  lawyer  who 
has  organized  the  ABA  symposium  on 
state  and  federal  corporate  law. 

What  will  emerge?  Back-door  na- 
tionalization of  key  industries,  as  in 
Great  Britain?  A  federal  chartering 
agency  deeply  involved  in  the  con- 
duct of  corporate  business,  such  as 
Nader  proposes?  A  Federal  Unifor- 
mity Act,  sponsored  by  Columbia's 
Cary,  that  would  establish  minimum 
standards  for  state  law  and  then  es- 
sentially shift  shareholder  suits  from 
federal  courts  to  the  state  courts? 

Or  will  America  become  more  like 
Germany,  where  corporate  law  pre- 
scribes a  dozen  devices  for  extending 
goals  beyond  the  maximization  of 
profit,  giving  voices  in  corporate 
affairs  to  shareholders,  workers  and 
the  public?  Germany  has  already 
moved  to  partial  state  ownership, 
employee  and  "public"  representa- 
tion on  boards.  It  is  well  to  re- 
member that  Germany  has  often  led 
the  U.S.  by  a  generation  or  two  in 
the  enactment  of  social  legislation. 

Populism  . . .  Again 

Quite  obviously  it  would  be  easier 
to  get  this  kind  of  "big-government" 
legislation  through  the  national  Con- 
gress than  through  all  50  state  legisla- 
tures. Easier,  but  still  not  a  cinch. 
Campaigns  for  federal  incorporation 
have  been  defused  before,  though 
each  time  a  major  compromise  has 
been  the  result:  the  Sherman  Anti- 
trust Act  in  the  1890s;  the  indepen- 
dent regulatory  agencies  in  the  early 
1900s;   securities   laws   in    the    1930s. 

The  hidden  question  in  the  argu- 
ment over  federal  chartering,  then,  is: 
What  are  these  enormously  power- 
ful social  engines  that  we  call  coi 
porations  actually  for?  What  is  their 
purpose?  Few  people  would  claim 
that  state  chartering  still  leads  to  truly 
major  abuses  of  stockholders'  rights. 
A  good  many  people,  however,  look 
to  federal  chartering  as  a  means  of 
increasing  political  control  of  the  busi- 
ness corporation.  Corporate  charter- 
ing is  one  of  those  rare  issues  that 
are  both  seemingly  obscure  and  ex- 
tremely significant.    ■ 
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The  Media  Man 


From  billboards  to  broadcasting  and  now  newspapers, 
Combined  Communications  is  moving  fast. 


Combined  who?  American  what?  On- 
ly the  Cincinnati  Enquirer  was  a 
household  word  when  Combined 
Communications  Corp.  of  Phoenix  an- 
nounced plans  to  buy  it  this  month 
from  American  Financial  Corp.  For 
about  $50  million  in  cash,  notes  and 
stock,  Combined  got  a  newspaper 
making  about  $10  million  a  year  pre- 
tax on  sales  of  close  to  $40  million. 
In  six  years,  Combined's  President 
Karl  Eller  built  a  Phoenix  TV  station 
and  a  small  Arizona  outdoor  advertis- 


ing outfit  into  a  $120-million  (gross 
revenues)  company  that  has  the  big- 
gest share  of  U.S.  outdoor  advertising 
and  is  a  real  comer  in  group  broad- 
casting. Combined  is  a  hot  stock,  its 
price  tripling  this  year. 

The  son  of  a  Chicago  schoolteach- 
er, Eller,  46,  rose  to  become  a  vice 
president  of  Foster  &  Kleiser,  an  out- 
door advertising  firm  that  later  be- 
came part  of  Metromedia.  He  left 
to  join  Needham,  Louis  &  Brorby,  a 
Chicago-based      advertising      agency 


Uncle  Sam,  The  Slumlord 

The  Government's  subsidized  housing  programs 
were  a  disaster.  But  despite  losses  of  $1.8  billion, 
the  worst  may  be  yet  to  come. 


In  an  unimposing  ninth-floor  suite  at 
the  Department  of  Housing  &  Urban 
Development,  there  is  a  graph-filled 
real  estate  salesroom  that  would  make 
any  real  estate  agent  green  with 
envy:  The  boys  at  HUD  are  selling  a 
record  6,000  housing  units  a  month. 

But  this  bureaucratic  backwater  is 
no  bonanza:  HUD  is  selling  fore- 
closed properties— the  remnants  of  the 
Government's  prolific  but  disastrous 
low-income  housing  program. 

HUD  loses  money  on  all  the  fore- 
closures. It  loses  when  it  takes  the 
house.  And  it  loses  again  when  it  sells. 
It's  a  no-win  situation:  Heads  you 
lose;  tails  you  lose  again. 

The  overall  drain  on  the  Federal 
Housing  Administration's  reserves 
tops  $1.8  billion,  including  $600  mil- 
lion from  this  year's  sales. 

Those  foreclosure  costs  (blandly 
labeled  "insurance  deficits")  are  only 
part  of  the  back-door  price  Uncle 
Sam  is  paying  for  yesterday's  instant 
solutions  to  the  nation's  urban  prob- 
lems. The  troubles  began  in  1968.  In- 
ner-city riots  were  already  erupting, 
and  then  Martin  Luther  King  Jr.  was 
shot.  Hastily,  Congress  capped  l'icsi 
dent  Johnson's  Great  Society  with  a 
grab  bag  of  housing-aid  schemes. 

The  idea  was  to  provide  interest 
subsidies  and  rent  supplements  so 
that  low-income  residents  could  afford 
new  or  upgraded  homes.  To  dale,  the 
Government  has  shelled  out  some 
$2.1  billion  for  those  payments. 
Moreover,  mortgages  on  near!)  I  mil 
I, on    subsidized    housing    units    both 


single-family  homes  and  apartment 
complexes— qualified  for  $15  billion 
worth  of  FHA  insurance  guarantees. 

In  the  rush  to  spread  around  all 
that  government  money,  however,  un- 
scrupulous developers  and  govern- 
ment officials  made  killings  at  the  ul- 
timate expense  of  the  poor.  For  in- 
stance, a  developer  often  bought  a 
rundown  house  for,  say,  $10,000  and 
arranged  an  FHA-insured  mortgage 
for  $15,000.  There  were  cases  where1 
a  private  mortgage  banker  and  the 
FHA  man  who  approved  the  deal 
then  split  the  $5,000  profit  with  the 
developer— the  difference  between  the 
real  cost  and  the  loan.  The  ultimate 
buyer  ended  up  having  to  pay  oil  the 
inflated  $15,000  mortgage.  In  all.  69 
HUD  employees  around  the-  country 
were  indicted  lor  such  under-the- 
table  deals. 

Even  with  subsidies,  the  resulting 
overfinanced  houses  weren't  bargainaj 
Tin  III  1)  programs  that  led  to  those 
abuses  have  been  discontinued.  But 
as  the  loan  failures  show— their  rosls 
are  still  mounting. 

Already,  10'/?  ol  the  original 
185,000  subsidized  single  family 
mortgages  have  been  foreclosed.  Nom 
things  ma)  get  even  worse,  since  fore 

closures     histoiicalb      peak     ajlt  T     the 

economy  bottoms  out. 

Another   I  I',   ol   the  mortgages  in 

sured    undei    the    FHA's   low  Inc ( 

programs  are  currently  30  days  past 

due,  compared  with  2.59  loi  conven- 
tional mortgages.  HUD's  overdue  lev- 
el jumps  to  188  m  Michigan  and  2 11 
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founded  with  Johnson  Wax  help,  but 
not  before  leaving  a  favorable  impres- 
sion on  Metromedia  boss  John  Kluge. 
In  1962,  when  Kluge  wanted  to  sell 
some  Foster  &  Kleiser  companies,  he 
called  Eller,  who  was  then  34. 

"Kluge  said  he'd  need  $5  million  for 
them,"  recalls  Eller.  "I  was  worth  only 
about  $100,000  then."  The  bankers 
were  impressed  enough  with  Eller  and 
the  deal  to  offer  him  half  the  amount. 
Eller  then  rounded  up  a  group  of  in- 
vestors who  loaned  their  Dun  &  Brad- 
street  ratings  to  the  task  of  raising 
the  balance.  Among  them  was  John 
Louis  Jr.,  son  of  the  Chicago  ad 
agency  founder  and  of  a  Johnson  Wax 
heir.  In  1968  John  Louis  Sr.  merged 
his  Phoenix  TV  station  with  Eller's 
outdoor   ad   company   to   form   Com- 


bined Communications.  Then  Louis 
cashed  in  by  selling  Combined  shares 
to  the  public.  The  Louis  family  owns 
25%  of  Combined  and  John  Louis  Jr. 
is  board  chairman. 

Eller,  a  former  college  "jock"  who 
owns  a  World  Hockey  League  team 
and  covets  a  National  Football 
League  franchise  for  Phoenix,  soon 
proved  he  was  as  good  in  broadcast- 
ing as  he  was  in  billboards.  Through 
a  string  of  acquisitions  (first  TV,  then 
radio),  Combined's  gross  revenues 
grew  from  $18  million  to  $104  mil- 
lion in  its  first  five  years.  Last  year 
Combined's  income  was  up  24%  on  a 
15%  gross  revenues  gain. 

When  the  $50-million  Enquirer 
deal  came  up,  Eller  dropped  for  now 
announced  plans  to  acquire  the  Har- 


lem Globetrotters  and  five  radio  sta- 
tions for  S35  million  in  cash  and  de- 
bentures. With  $96  million  in  long- 
term  debt— 60%  of  capitalization- 
Combined  couldn't  swing  both  deals. 
And  newspapers  are  where  the  big 
action  is. 

Combined  is  looking  for  newspa- 
pers to  buy  because  it  has  reached 
the  limit,  ordained  by  the  Federal 
Communications  Commission,  of  sev- 
en TV  stations.  The  morning  Enquirer 
(circulation:  195,000)  shares  the  Cin- 
cinnati market  with  E.W.  Scripps's 
afternoon  Post  (circulation:  211,000). 

But  don't  think  for  a  moment  that 
go-getter  Eller  is  thinking  of  starting 
a  conglomerate.  "We're  a  pure  media 
company,"  he  says,  "and  we  want  to 
stay  pure."  ■ 


in  Pennsylvania,  where  FHA  corrup- 
tion was  rampant. 

Further  down  the  pipeline,  122,000 
single-family  FHA  mortgages  are 
three  months  overdue.  In  addition, 
446  apartment  buildings  are  in  the 
process  of  being  foreclosed,  and  719 
more  are  in  default.  The  result:  If 
the  trends  continue,  HUD's  property 
inventory— and  its  accompanying 
losses— could  easily  more  than  double. 

Is  the  situation  a  disaster?  "Very 
definitely,"  says  H.R.  Crawford, 
HUD's  35-year-old  assistant  secretary 
for  housing  management.  For  the  av- 
erage single-family  house,  FHA's  sell- 
ing price  is  typically  $2,000  less  than 
the  balance  it  paid  off  on  the  guaran- 
teed mortgage.  On  top  of  that,  HUD 
is  usually  stuck  with  the  house  for 
15  months,  which  means  another 
$6,000  in  carrying  costs.  Since  the 
Department  now  holds  72,000  houses, 
the  potential  losses  on  those  alone  will 
come  to  over  $500  million. 

Problems  with  the  low-income  rent- 
al units— high  rise  and  garden  apart- 
ments—are just  as  bad.  To  qualify,  a 
tenant  must  allocate  25%  of  his  in- 
come for  rent.  But  25%  of  a  very  low 
income  or  no  income  doesn't  go  far 
tow  aid  covering  soaring  costs  of  heat 
and  maintenance.  Thus,  owners  often 
can't  meet  ^payments  even  where  the 
subsidized  interest  rate  is  as  low  as 
1%.  Foreclosure  follows.  The  "for 
sale"  sign  goes  up. 

HUD  now  holds  306  of  these  mul- 
tifamily  properties,  worth  $440  mil- 
lion. It  will  sell  most  of  them  for  50 
cents  or  less  on  the  dollar— if  it  can 
sell  them.  Last  year,  for  example, 
FHA  paid  $1.2  million  for  a  94-unit 
complex  in  Detroit.  Nobody  wanted 
it.  So  the  Government  paid  more  than 
$10,000  to  have  it  destroyed. 

Deals  like  that  explain  why  Con- 
gressional critics  call  the  housing 
agency    DUD,    not    HUD.    Crawford 
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himself  says:  "We  often  take  back 
buildings  that  never  should  have  been 
put  up.  Some  are  sinking  ...  or  were 
built  next  to  the  garbage  dump. 
Nobody  wants  to  live  in  them."  And 
he  adds:  "By  the  time  they  get  to 
my  hands,  many  of  them  have  been 
heavily  vandalized." 

Crawford  arrivel  at  HUD  in  1973, 
as  the  Nixon  Administration's  high- 
est-ranking black  appointee.  When 
he  managed  his  own  housing  projects, 
before  becoming  a  Kaufman  &  Broad 
vice  president  in  1971,  he  carried  a 
gun  in  the  field.  Today,  though  un- 
armed, he  is  still  a  hard-nosed  ad- 
ministrator who  enjoys  keeping  staff- 
ers on  their  toes.  "I'm  it,  I'm  the 
housing  czar,"  Crawford  says. 

His  HUD  job,  however,  calls  more 
for  a  magician  than  a  monarch. 
As  foreclosures  grow,  single-family 
houses  stand  vacant  and  neighbor- 
Crawford  of  HUD 


hoods  deteriorate.  When  apartment 
units  go  under,  HUD  takes  over  and 
tenants  don't  usually  leave.  But  when 
a  building  is  resold,  it  loses  its  sub- 
sidized status,  and  out  go  the  poorer 
tenants.  "We've  got  to  have  some  kind 
of  solution  that  keeps  rents  realistic," 
says  Crawford.  "But  at  the  same  time 
we  have  to  pay  for  debt  service  and 
utilities." 

HUD  is  now  trying  to  avoid  fore- 
closure by  helping  property  owners. 
The  Department  recently  exempted 
landlords  of  subsidized  projects  from 
local  rent-control  laws.  In  some  situa- 
tions, the  Government  also  helps 
low-income  homeowners  by  making 
free  repairs. 

Another  element  of  Crawford's 
strategy  is  to  speed  the  sale  of  proper- 
ties that  have  already  been  foreclosed. 
HUD  now  offers  outside  brokers  5% 
commissions  on  some  slower  moving 
apartment  houses.  Crawford  has  also 
started  auctioning  off  single-family 
homes  "as  is,"  rather  than  first  mak- 
ing needed  repairs  and  absorbing  car- 
rying costs. 

In  the  end,  more  government  mon- 
ey may  be  the  only  way  out  of  the 
mess.  Congress  has  already  passed 
legislation  that  provides  unemployed 
workers  with  federa1  funds  to  help 
them  make  their  mortgage  payments. 
In  addition,  HUD  is  considering 
mortgage  assignment  or  assumption 
plans— anything  to  keep  the  original 
buyers  in  their  houses. 

"Giving  the  things  back  to  us  com- 
pounds the  problem,"  says  Crawford. 
"But  there  is  one  thing  we  have 
learned:  Just  putting  somebody  in  a 
house  doesn't  make  everything  rosy. 
It's  like  thinking  that  if  you  buy  your 
kid  a  car,  he'll  grow  up  all  right.  The 
problems  are  a  lot  deeper." 

Once  again,  we  are  learning  the 
hard  way  that  throwing  money  at  a 
problem  doesn't  necessarily  solve  it.   ■ 
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If  You  Stop,  They  Might  Catch  You 

In  a  business  like  fast  foods,  it  pays  to  worry,  no  matter 
how  successful  you  are.  McDonald's  bosses  never  forget  that. 


Ray  Kroc,  McDonald's  72-year-old 
chairman  and  founder,  entered  a 
small  conference  room  at  his  Oak 
Brook,  111.  headquarters  wheeling  a 
cart  laden  with  McDonald's  ham- 
burgers and  french  fries,  and  an- 
nounced to  his  president,  Fred  L.  Tur- 
ner, and  a  Forbes  reporter:  "Let's 
talk  and  have  some  lunch."  Before 
anyone  could  say,  "I'll  take  a  Big 
Mac,"  Kroc  launched  into  a  lament 
about  his  baseball  team,  the  San  Di- 
ego Padres:  "First  they  have  the  open- 
ing game  rained  out;  then  another 
rainout.  When  they  finally  start  to 
play,  my  pitcher  throws  a  three-hitter 
and  we  lose  2-0."  He  added  loudly, 
"What  do  we  have  to  do  to  win?" 

That's  Ray  Kroc  for  you.  Despite 
McDonald's  success,  and  his  personal 
worth  of  $340  million,  he  always  wor- 


ries. Kroc  composes  homilies,  just 
like  Chairman  Mao.  When  he  was 
building  the  company,  the  McDon- 
ald's slogan  was:  "Nothing  succeeds 
like  success.  .  .  ."  Now  his  worrywart 
slogan  is:  "Nothing  recedes  like  suc- 
cess, don't  let  it  happen  to  You  or  Us." 

When  Kroc  travels,  he  insists  that 
his  chauffeur  take  him  to  at  least  six 
McDonald's  for  surprise  inspections. 

But  what  is  there  to  be  worried 
about?  Last  year  McDonald's  sys- 
temwide  sales  soared  29%,  to  almost 
$2  billion,  and  profits  hit  a  record  $67 
million,  up  30%. 

Nonetheless,  Kroc  and  his  young- 
ish, 44-year-old  chief  executive  officer, 
Fred  Turner,  point  to  lots  of  worries. 
For  one,  volume.  Not  dollars,  but  unit 
volume.  McDonald's,  along  with  most 
fast-food  chains,  showed  a  modest  de- 


cline in  unit  volume  for  a  good  part 
of  1974.  Wall  Street  was  concerned, 
and  .McDonald's  high-flying  stock  fell 
k  all  the  way  from  $50  a  share  to  $29. 

What  caused  the  unit  decline: 
First,  "gasless  Sundays,"  then  consum- 
er resistance  to  rising  menu  prices. 
But  Wall  Street  wondered  if  there 
was  more  to  it. 

Turner  and  Kroc  were  convinced 
the  decline  was  just  temporary.  They 
raised  prices  to  maintain  profit  mar- 
gins, gambling  that  the  increases 
wouldn't  further  depress  traffic. 

Now  that  gamble  is  paying  off. 
Traffic  has  turned  up  since  late  last 
year,  though  Turner  says,  "It's  still 
spotty  in  some  parts  of  the  country, 
like  the  Northeast  and  the  Eastern 
seaboard." 

Turner  and  Kroc  are  also  worried 


he  Fast-Food  Survivors 


The  fast-food  business  has  been 
shaken  out  more  times  than  an  old 
rug.  But  still  some  small  independent 
chains  survive— and  prosper.  Here  are 
three  and  a  look  at  why  they  succeed. 

Mother  Knows  Best 


Blake  of  Friendly 

Ethel  Blake  was  worried  about  her 
older  son,  Prestley.  Pres  was  a  flop  at 
college  and  his  prospects  for  getting 
a  job  in  1935,  even  pumping  gas, 
were  as  dark  as  the  Depression  itself. 
But  his  mother  figured— "If  you  could 
just  start  a  small  business.  .  .  ." 
She  convinced  her  husband  to  sell 
stocks  worth  $400  to  buy  an  ice- 
cream maker.   She  argued  you  could 


sell  a  nickel  ice-cream  cone  even  in 
hard  times.  And  mother  knew  best. 

Pres  Blake,  then  20,  and  his  broth- 
er Curt,  18,  opened  an  ice-cream  shop 
in  Springfield,  Mass.  One  brother 
made  the  ice  cream  at  night;  the  oth- 
er sold  it  the  next  day.  Business  was 
good.  In  October  they  added  coffee 
and  hamburgers  to  get  through  the 
winter.  Slowly,  the  company— Friend- 
ly—prospered  (ten  restaurants  in 
1951;  100  in  1965).  The  Blakes  were 
conservative:  no  franchises,  no  debt, 
no  advertising,  no  executives  who 
hadn't  started  by  scooping  ice  cream. 

In  1968  Friendly  floated  its  first 
public  stock  offering,  raising  $6.6  mil- 
lion for  the  Blake  brothers,  who  still 
hold  30%  of  the  outstanding  stock, 
now  worth  $46  million.  Five  years 
ago,  after  35  years  as  chief  execu- 
tive officer,  Curt  stepped  down  to  de- 
vote himself  to  his  antique  auto  collec- 
tion. Then,  in  1974,  Pres  turned  over 
the  day-to-day  management  to  38- 
year  employee  Robert  Gaudrault.  Pres 
collects  cars  too— 13  vintage  Rolls- 
Royces  and  owns  the  105-foot  sail- 
boat that  won  the  Tall  Ships  race  in 
Copenhagen  last  year. 

Today  Gaudrault  is  tempering  the 
old  Blake  conservatism:  "I'm  not  the 
founder.  Maybe  if  I  had  been,  I  would 
feel  just  the  same  as  the  Blakes." 

Gaudrault  has  opened  31  shops  in 
the  Midwest,  the  first  built  outside 
the  Northeast.  He  has  also  borrowed 
$4.5   million   long   term    (through   in- 


dustrial development  bonds)  to  finance 
a  new  distribution  and  manufacturing 
facility.  And  he  even  resorted  to  tele- 
vision   advertising    in    the    Midwest. 

During  the  first  nine  months  of 
fiscal  1975,  the  440-restaurant  com- 
pany posted  a  34%  increase  in  sales 
to  $91  million  and  a  33%  gain  in  net 
to  $5.5  million.  Now  Gaudrault  vows 
to  build  15%  more  Friendly  stores  a 
year  for  the  next  five  to  ten  years. 

Gaudrault  isn't  running  wild.  There 
was  a  full  year  of  testing  before 
adding  french  fries  to  the  menu.  A 
body  just  can't  be  too  careful.   ■ 


A  Pizza  A  Day 

Frank  and  Dan  Carney  were  help 
ing  out  one  day  in  their  dad's  grocer) 
store  in  Wichita,  Kan.  when  the  land- 
lady dropped  by  complaining  about 
her  other  tenant,  a  seedy  tavern  ne\l 
door.  She'd  just  read  in  the  Saturday 
Evening  Post  about  a  pizza  parlor  in 
New  York  City.  "Now,  you  two  boys," 
she  suggested  to  the  college  students, 
"could  open  np  a  nice  respectable 
pi/.za  place  right  here  nexl  to  mum 
dad's  grocery."  And  so,  the  $167-mi] 
lion  (sales)  Pizza  lint  chain  was  born. 

Frank,  then  10,  and  brothel  Dan, 
25,  soon  realized  thai  the  real  dough 
was  in  franchising.  H\  L068  the 
brothers  owned  the  franchise  riuhts  to 
nearly  300  pizza  units. 

The  next  stop  was  Wall  Street.  The 
brothers  got  129  of  then  lianehisees 
to  swap  their  hard  assets  foi  a  pi/./a 
the    action     l'i//.i    lint    stock.     Then    in 
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Kroc  of  McDonald's 

about  the  cost  of  supplies.  Says  Tur- 
ner: "Utility,  paper  .  .  .  sugar,  grain, 
shortening  and  potato  price  increases 
have  more  than  offset  declines  in  beef 
prices.  .  .  .  We  may  have  to  raise 
prices  slightly  again  in  1975." 

McDonald's  is  also  struggling  to  es- 
tablish a  breakfast  menu.  Its  initial 
item— Egg  McMufRn  (a  fancified  fried 
egg  sandwich)— failed  to  make  break- 
fast a  profitable  repeat  business.  So 
McDonald's  added  pancakes  and  sau- 


sages, only  to  discover  that  many  peo- 
ple want  a  variety  of  pancakes,  which 
McDonald's  can't  offer.  What's  more, 
breakfast  items  depress  more  profit- 
able late-morning  hamburger  sales. 

There  is  another  concern.  In  some 
respects,  McDonald's  has  outgrown  its 
current  crop  of  experienced  supervi- 
sors. And  the  best  way  for  a  fast-food 
chain  to  crack  up  is  to  operate  with 
inexperienced  field  men.  No  one 
knows  this  better  than  Kroc  and  Tur- 
ner. Says  Turner,  "That's  one  big  rea- 
son we  have  been  buying  up  fran- 
chises. We  can  pick  up  managers  and 
.  .  .  supervisors." 

Also,  its  two  new  growth  areas— 
the  cities  and  overseas— now  look  more 
limited  than  was  first  hoped.  Here  and 
abroad  the  company  has  deferred  $6 
million  in  start-up  costs. 

Finally,  the  company  and  Ray  Kroc 
have  a  joint  problem.  Because  of  the 
new  Pension  Reform  Act,  institutions 
are  wary  of  companies  like  McDon- 
ald's that  pay  no  dividends.  McDon- 
ald's has  always  plowed  back  all  re- 
tained earnings  to  grow  faster  and  to 


support  its  $350-inillioii  debt  load.  "I 
may  have  to  pay  a  dividend,"  Kroc 
scowls.  "If  it's  only  10  cents  a  share, 
it  will  mean  $700,000  of  income  to  me 
alone,  and  I  will  have  to  give  most  of 
it  back  to  the  Government." 

At  the  moment,  however,  these  are 
all  problems  of  success.  McDonald's 
opened  over  500  new  stores  last  year; 
sales  per  unit  were  up  10.6%;  rental 
and  service  income  increased  by  $35 
million  and  its  stock  rebounded  to  $50. 

Polishing  off  his  last  french  fries, 
Kroc  breaks  out  into  a  grin  and  says, 
"We  really  have  nothing  to  worry 
about,  according  to  some.  Look,  I  car- 
ry this  75-page  report  on  our  compa- 
ny around,  done  by  .  .  .  Carl  F.  De- 
Biase  of  The  Fourteen  Research  Corp. 
He's  got  our  growth  finely  detailed, 
year  by  year,  until  the  year  2000.  He 
says  .  .  .  we're  gonna  be  a  $23-billion 
system  by  then  and  have  almost  $1 
billion  in  profits  and  almost  $6  bil- 
lion in  equity." 

Now  openly  laughing,  Kroc  joked: 
"So  all  I  have  to  do  is  wake  up,  read 
it  and  forget  about  worrying."  ■ 


January  1969,  the  stock  went  pub- 
lic at  $16,  and  soon  doubled. 

Then,  says  Frank,  Wall  Street  ana- 
lysts urged  the  Carneys  to  diversify. 
To  maintain  the  multiple,  the  Carneys 
bought  a  steak,  a  hamburger  and  a 
taco  chain.  But  when  earnings  stayed 
flat  despite  doubled  sales,  the  stock 
fell  to  $3.75  by  1970. 

The  Carneys  cut  their  losers  (by 
dropping  the  hamburger  and  steak 
operations)  and  let  their  winners  ride 
(by  expanding  the  size  and  menus  of 
their  Pizza  Huts) .  The  result:  Earnings 
have  begun  growing  again  (up  37% 
in  fiscal  1975),  and  the  stock  is  back 
to  $25. 

What  are  the  Carneys  doing  now? 
At  41,  with  250,000  shares  worth 
over  $5  million,  brother  Dan  called 
it  quits  to  play  polo,  ski  and  invest 
in  small  businesses.  But  Frank,  now 
just  37,  says  he  is  pushing  for  $1  bil- 
lion in  annual  sales  bv  1980  or  1981. 


But  this  time,  he  says  he's  not  lis- 
tening to  the  analysts:  "Now  they  tell 
me  to  slow  growth  and  get  a  stronger 
balance  sheet  by  owning  our  restau- 
rants. But  the  analysts  know  their  job 
and  I  know  mine.  My  job  is  market 
penetration.  We'll  add  a  new  Pizza 
Hut  a  day  into  the  1980s."  ■ 

Not  Chicken 

Gutsy  Robert  Davis  got  started 
young.  At  17,  while  still  in  high 
school,  he  lied  about  his  age  to  get  a 
real  estate  broker's  license.  Soon  he 
was  buying  $600  condemned  homes 
in  hometown  Columbus,  Ohio,  re- 
modeling them  and  selling  them  for 
$3,500.  In  1968,  at  33,  he  retired  rich. 

But  he  got  bored.  After  building 
and  leasing  some  stores  to  Kentucky 
Fried  Chicken,  he  got  an  idea  for  a 
fish-and-chips  franchise  chain. 

It  was  already  late  in  the  game  for 
new  franchises.  The  month  Davis' 
company  went  public,  Minnie  Pearl 
filed  for  bankruptcy.  Davis  recalls: 
"Lenders  were  running  from  us,  and 
nobody  wanted  to  lease  us  anything." 
To  compound  his  problems,  Kentucky 
Fried  Chicken's  John  Y.  Brown  ac- 
quired H.  Salt  Fish  and  Chips  and 
began  putting  up  his  own  fish-and- 
chips  units,  sometimes  almost  next 
door  to  Davis'.  Nonetheless,  Davis 
prospered  along  with  his  fish-and- 
chips  stores  (named  for  English  actor 
Arthur  Treacher).  Today  Davis  has 
324  units,  including  114  that  are 
company-owned.  Later  Davis  expand- 
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Davis  of  Orange-co 

ed  his  company  into  Florida  orange 
groves  and  the  making  of  orange 
concentrate. 

When  the  Dow  hit  1020,  Davis 
proposed,  but  then  withdrew,  a  plan 
to  sell  some  Arthur  Preacher's  Fish 
&  Chips  stock  to  the  public.  He  would 
still  like  to.  In  1974,  the  chain  pro- 
vided 72%  of  the  $2.6-million  earn- 
ings and  37%  of  the  $53-million  sales 
of  his  renamed  Orange-co  Inc. 

Driving  around  Columbus  in  a 
white  Cadillac  convertible,  Davis  talks 
about  taking  on  some  real  biggies. 
Orange-co's  latest  product  is  Flint- 
stone's  Yabba  Dabba  Dew,  an  orange 
fruit  punch  that  is  a  direct  competitor 
of  Coca-Cola's  HI-C  and  R.J.  Reyn- 
olds' Hawaiian  Punch.  Will  Davis 
overextend  himself?  Maybe,  but  so 
far,  he  has  done  well  in  some  very 
tough  businesses.   ■ 
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The  Shame  Of  The  Cities 

The  fiscal  plight  of  our  cities  did  not  just  happen; 
it  is  as  old  as  urbanization  itself.  But  the  problem 
has  taken  a  new  and  ominous  turn. 


New  York  City— but  not  New  York 
alone— is  believed  to  be  tottering  on 
the  brink  of  bankruptcy.  Middle-class 
citizens    have    fled    to   safer,    greener, 
less     heavily    taxed    suburbs.     Ethnic 
minority   groups   are  fast  taking  over 
the    cities.    Welfare    spending    seems 
out  of  hand.  Washington  has  just  cut 
taxes,    but    the    economy    is    on    the 
ropes.  "The  Federal  Government's  fi- 
nancial   recklessness,"    writes    an    in- 
formed   observer,    "has    been    readily 
imitated  by  the  community  at  large; 
debt  is  the  order  of  the  day." 

Is  this  1975?  No,  it  was  1875.  The 
fiscal  crisis  that  grips  our  cities  today 
is  real  enough,  but  it  is  hardly  new. 
It  dates  back  at  least  to  the  final 
quarter  of  the  19th  century. 

Before  the  Civil  War,  America  was 
for  the  most  part  a  rural,  agricultural 
democracy.  Taxation  was  light,  and 
that  was  the  way  the  voters  wanted 
it.  Thomas  Jefferson,  for  example, 
won  the  Presidency  in  1800  on  a 
promise  to  roll  back  taxes. 

Sneering  at  this,  British  visitors  to 
America  told  each  other  that  democ- 
racy wouldn't  last.  The  "mob"  would 
refuse  to  pay  to  maintain  the  neces- 
sary strong  state  and  the  great  ex- 
periment would  collapse. 

Indeed,  the  U.S.  had  little  in  com- 


mon with  Britannia's  Empire.  Wash- 
ington's annual  spending  hovered, 
around  2%  of  the  national  income 
each  year  from  1790  until  1860,  when 
it  hit  the  grand  sum  of  $64  million. 
That  year  British  governmental  spend- 
ing was  11%  of  England's  income. 

In  both  countries,  though,  it  was 
the  rich  who  paid  what  taxes  there 
were.  In  the  U.S.,  the  rich  paid  a  kind 
of  sales  tax,  since  the  imported  goods 
they  favored  were  under  heavy  tariff. 
The  poor  man  and  the  farmer  paid 
almost  nothing  to  support  their  gov- 
ernment (which,  it  must  be  said,  did 
little  for  them ) . 

This  soak-the-well-to-do  taxation 
sufficed  for  the  skeleton  government 
of  that  simpler  day.  Chicago's  tax 
levy  for  1834,  for  example,  was  all  of 
$48.90.  True,  the  infant  democracy 
did  more  to  launch  public  education 
than  any  country  had  ever  done,  but 
that  didn't  cost  the  taxpayer  much  in 
cash.  Most  free  colleges,  but  some 
primary  schools  as  well,  were  made 
possible  by  land  grants;  the  young 
Bepublic  had  no  shortage  of  virgin 
land.  (In  contrast,  Adam  Smith  reck- 
oned in  1770  that  England's  govern- 
ment would  have  to  own  a  fourth  of 
all  England's  land  to  pay  for  itself. ) 

But   then   came   the   War   Between 


Gentleman  farmer  Thomas  Jeffer- 
son (above)  never  saw  even  a 
good-sized  town  until  he  was  15. 
There  wasn't  any  place  in  his 
idea  of  democracy  (to  which  we 
are  still  sentimentally  attached) 
for  big  government  spending. 
But  then  he  never  experienced 
threats  to  public  safety  like  the 
Short  Tail  Gang  (under  the  pier  at 
left)  or  slums  (below)  where  land- 
lords find  it  cheaper  to  abandon 
buildings  than  to  pay  taxes. 


Common  sport:  Punching  up  the  tax  coflector  was  considered  good  form 
on  the  village  greens  of  Revolutionary  New  England.  A  hundred  years 
later,  however,  those  village  greens  had  become  Main  Streets,  complete 
with  traffic  jams.  The  ensuing  clamor  for  public  services— policemen 
for  the  intersections,  paving  for  the  streets,  sweepers  for  the  manure- 
established  the  tax  man  as  a  central  figure  on  the  American  landscape. 


Life  imitated  the  cartoonist's  art:  The  sign  next  to  Uncle  Sam's  win- 
dow says,  "No  escape  for  millionaire  tax-dodgers."  Compared  to  the 
general  property  tax,  there  wasn't  much  escape,  and  in  1918  the  well- 
to-do  lined  up  to  pay  their  war  taxes.  Meanwhile,  machine  mayors 
like  Chicago's  Big  Bill  Thompson  (blowing  his  own  horn)  and  New 
York's  Boss  Tweed  were  edged  out  of  the  truly  big  money  by  the  IRS. 
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You  can  plan 
an  entire 
business 
meeting 
with  just  one 
phone  call 

to  Eastern. 


Instead  of  making  a  lot  of 
calls  to  plan  your  next 
business  meeting  you  can 
make  just  one,  to  Eastern. 

Eastern  has  trained 
professionals  linked  to  a 
computerized  network  of 
over  2,400  quality  hotels 
and  resorts.  We'll  help 
you  choose  the  one  that's 
right  for  you. 

We'll  fly  you  there, 
rent  your  hotel  rooms  and 
cars  for  you,  and  set  up 
your  conference  room 
down  to  the  coffee  and 
danish.  We  can  get  the 
audio- visual  equipment  you 
need  and  even  plan  special 
functions  such  as  golf  and 
tennis  tournaments  for  you. 

We  can  do  all  this  for 
you  no  matter  how  big  or 
small  your  group  is. 

You  gotta  believe! 

The  people  of  Eastern 
are  doing  everything  they 
can  to  make  your  next 
business  meeting  a 
successful  one. 

For  more  information, 
call  your  local  Eastern 
reservations  office  and  ask 
for  our  meeting  planning 
service. 

f3   EASTERN 

THE  WINGS  OF  MAN 


the  States,  and  the  incredible  energies 
it  unleashed.  Wrote  William  Graham 
Sumner,  Harvard  class  of  1863,  "It 
seemed  to  me  that  the  war,  with  paper 
money  and  high  taxation,  must  cer- 
tainly bring  about  immense  social 
changes  and  immense  social  prob- 
lems .  .  .  leaving  behind  us  the  old 
ante-war  period  as  one  of  primitive 
simplicity  which  could  never  return.'' 
Sumner  called  it  beautifully. 

Past  wars  were  financed  with  paper 
money,  and  the  Civil  War  was  no 
exception.  The  Union  monetized  its 
debt  in  1862,  tacitly  admitting  bank- 
ruptcy, rather  than  resign  the  war 
and  send  its  army  home.  However, 
the  Union's  moneymen  soon  realized 
that  the  kind  of  knock-down-drag- 
out  war  that  was  developing  could 
not  be  financed  with  printing  presses 
any  more  than  it  could  be  fought 
with  squirrel  rifles.  Copying  the  levy 
the  British  had  used  to  fight  Napole- 
on, Abraham  Lincoln's  fiscal  advisers 
turned  to  the  income  tax— and  the 
South  followed  suit. 

The  income  tax  was  repealed  in 
1872.  With  the  railroads  opening  the 
West,  the  Government  had  plenty  of 
land  to  sell  when  it  needed  cash. 
However,  only  the  rich  rejoiced  at  the 
tax's  passing,  for  only  they  paid  it.  At 
its  zenith,  the  income  tax  touched 
only  about  \%  of  the  population. 

It  would  be  a  long  time  before  the 
Federal  Government  would  again  be 
a  big  taxer  and  spender.  As  late  as 
1929  federal  spending  was  only  about 
)'<  of  the  national  income,  and  only 
about  one  American  family  in  a 
dozen  paid  any  income  tax.  But  long 
before  the  federal  Government  hit 
the  fiscal  big  time,  state  and  munici- 
pal governments  had  become  lavish 
spenders,  especially  cities  that  bur- 
geoned after  the  Civil  War. 

The  states  had  their  (ling  in  the 
first  half  of  the  19th  century.  Espe- 
cially during  the  optative  1830s,  and 
in  the  South  after  the  Civil  War,  they 
spent  and  borrowed  lavishly.  One  re- 
sult was  that  six  states  were  trying 
income  taxes  between  1840  and  1850. 
Another  was  that  by  1870  irate  citi- 
zens  of  many  states  had  forced 
constitutional  limits  on  state  debts. 

So  the  cities  took  over;  indeed,  it 
wasn't  until  1870  that  the  U.S.  census 
bothered  to  differentiate  between  "ur- 
ban" and  "rural."  Chicago  went  from 
a  frontier  trading  post  on  Lake  Michi- 
gan with  a  population  of  a  few  thou- 
sand in  1830  to  a  giant,  teeming  rail- 
head of  nearly  400,000  people  by  the 
time  of  the  great  fire  in  1871.  By 
1900  it  was  the  fifth-largest  city  in 
the  world.  New  York,  after  having  an- 
nexed the  Bronx,  Queens  and  finally 
Brooklyn  in  1898,  saw  its  population 
grow  from   1   million   to  5   million   in 


1776's  public  enemy:  the  tax  man. 


the  50  years  between    1870  and    1920. 

And  everywhere  there  were  cities 
there  were  people  clamoring  lor  a 
whole  new  range  of  municipal  ser- 
vices, services  that  rural  areas  and 
small  towns  could  live  without;  big 
cities  couldn't. 

Take  Chicago.  In  1835  its  entire 
municipal  waterworks  consisted  of  a 
single  $95.50  well.  By  1867  the  citj 
needed  to  dig  the  first  of  a  scries  of 
tunnels  far  out  beneath  Lake  Michi- 
gan to  tap  its  water.  Between  I860 
and  1875  taxes  in  the  city  climbed 
1  l-fold,  and  wealth)  citizens  moved 
to  suburbs  like  La  Grange,  Des  Plaines 
and  Calumet  City  to  avoid  them,  but 
continued  to  pipe  their  waste  into  the 
lake.  By  1875  human  excrement, 
Stockyard  offal  and  such  was  reach- 
ing the  cribs  far  out  in  the  lake  thai 
provided  water;  the  antidote,  finally, 
was  a  $70-million  sanitary  canal  dial 
was  begun  in  L892.  In  the  L890s,. 
this  was  a  huge  chunk  ol  money. 

Boston  needed  public  schools;  Bal- 
timore needed  policemen;  Cincinnati 
wanted  streetcars;  Cleveland  wanted 
brick    streets    instead    of    cobblesl IS. 

Fire  departments  were  a  necessit)  in 
every  wooden  city,  and  new  fangled 
steam  fire  engines  rather  than  old- 
fashioned  volunteer  companies  win 
more   likely   to   attract    the    new    busl 

is  that  every  (  it\  lusted  for. 

Where  did  the  money  come  From? 
From  the  propert)   tax.  Originally,  at 

least,    the    propert)    tax    was   ((insistent 
with    the     Amei  Iran     dm  ti  iii.  ■    (li.lt     the 
poor  should  not  beat   a  fteav)    tax  bin 
den.    In   those   da\  s   wealth   consisted 
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IF  YOUR  COMPANY  IS  GROWING, 

MAYBE  THE  BEST  INSURANCE  PLAN  IS 

TO  HAVE  LESS  INSURANCE. 


The  subject  is  self-insurance.  A  risk  management 
technique  that  many  growing  companies  often  overlook 
or  misunderstand. 

Especially  those  that  have  outgrown  their  insurance 
service. 

At  Alexander  &  Alexander,  we'll  show  you  how  self- 
insurance  can  play  a  more  meaningful  role  in  your  total 
risk  management  program. 

We'll  advise  you  on  certain  risks  your  company  might 
well  assume.  Help  you  budget  for  predictable  business 
losses  that  could  cost  your  company  a  lot  less  than  the 


insurance  premiums  you'd  otherwise  have  to  pay.  At  the 
same  time,  we'll  advise  you  on  catastrophe  coverage  for 
losses  you  can't  predict. 

It's  all  part  and  parcel  of  Alexander  &  Alexander's 
thorough  review  and  study  of  your  company's  overall 
insurance  program. 

If  you'd  like  more  information,  send  for  our  free 
booklet.  It's  called  "How  To  Tell  When  Your  Company  Has 
Outgrown  Its  Insurance  Service!' 

Alexander  &  Alexander  Inc.,  Information  Services, 
Dept.B,  1185  Avenue  of  the  Americas,  New  York,  N.  Y  10036. 
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Synalloy  2nd  quarter  figures 
for  the  3  month  period  ended 
March  31,  1975  continue  to 
show  an  upward  trend.  Which 
is  not  surprising.  Synalloy 
Corporation  has  been  quietly 
earning  a  reputation  as  a  con- 
sistently successful  company 
in  the  South  East  for  many 
years  now. 

If  you  want  more  facts,  return 
the  reader  service  card  or  write 
direct  for  copies  of  our  1  st  and 
2nd  Quarterly  Reports  and  our 
1974  Annual  Report  to, 
Robert  S.  Davies,  Synalloy 
Corporation,  Dept.  F-54,  Box 
5627,  Spartanburg,  South 
Carolina  29301. 


SYNALLOY  CORPORATION 

CHEMICALS  •  DYES 
ALLOY  EQUIPMENT  •  DISTRIBUTION 


almost  entirely  of  physical  property- 
land,  factories,  livestock,  houses.  Tax 
a  man's  property  and  you  taxed  both 
his  income  and  wealth.  The  urban 
masses  had  no  property  except  the 
clothes  on  their  backs  and  the  pots 
and  pans  they  cooked  in,  and  so  the 
property  tax  was  paid  almost  en- 
tirely by  what  we  now  would  call  the 
upper  middle  class. 

As  the  cities  grew,  so  did  the  value  < 
of  the  property  in  them;  the  tax  base 
was  growing  almost  as  fast  as  the  tax 
burden.  There  were  dodges  aplenty, 
of  course,  and  no  shortage  of  people 
willing  to  use  them.  Taxpayers  lied 
under  the  property  tax  as  furiously  as 
drinkers  cheated  under  Prohibition. 
In  some  cities  assessments  were  based 
on  the  number  of  rooms  in  a  house, 
including  closets;  that's  why  so  many 
Victorian  houses  were  built  without 
closets,  and  why  cabinetmakers  did 
such  good  business  in  the  mammoth 
wardrobes  of  the  time. 

Then  as  now,  the  politicians  had  a 
problem.  The  voters  demanded  more 
and  more  services,  but  they  paid  high- 
er taxes  only  under  protest. 

But  if  the  states  were  forbidden  to 
borrow  much— remember  the  1830s!— 
the  cities  weren't.  By  1902,  city  debt 
was  seven-eighths  of  all  state  and  lo- 
cal debt  combined.  A  sober-sided  city 
like  Bath,  Me.  was  running  per-capita 
debt  of  $256  by  1875. 

Meanwhile,  the  property-owning 
classes  were  losing  control— in  the  cit- 
ies, at  least.  The  new  democracy  and 
waves  of  immigration  meant  hordes 
of  new  voters  who,  unlike  farmers, 
did  not  own  property.  And  though 
Boston's  Samuel  Bowles  prescribed 
"a  drastic  dose  of  the  Adams  family," 
what  Boston's  taxpayers— a  class  com- 
prised mainly  of  people  like  Bowles 
and  the  Adams  family— got  was  the 
first  of  a  long  line  of  Irish  mayors. 
By  1880  the  Irish  were  running  New 
York,  Buffalo,  Boston,  Jersey  City, 
Pittsburgh,  St.  Paul,  St.  Louis,  Kansas 
City,  Omaha,  Chicago  and  a  host  of 
lesser  cities  as  well.  This  mostly  un- 
trammeled  display  of  "Green  Power" 
unloosed  a  fearful  burst  of  prejudice; 
if  Irish  eyes  were  smiling,  native  Yan- 
kee eyes  were  flashing  rage. 

The  last  Yankee  mayor  of  Boston 
lamented:  "A  gradual  change  has 
come  over  the  people.  Once  the  most 
self-reliant  in  the  world,"  he  said,  they 
now  believed  that  "the  community  in 
its  corporate  capacity  owes  a  liberal 
living  to  its  individual  members." 

Countered  the  first  Irish  mayor: 
"Municipal  corporations  are  organized 
not  to  make  money,  but  to  spend  it." 

The  new  political  machines  pro- 
ceeded in  a  rough-and-ready  way  to 
redistribute  the  wealth.  Padded  pay- 
rolls, the  award  of  public  works  con- 


tracts to  friends,  patronage  for  other- 
wise unemployable  old  men  as  munic- 
ipal labor— these  were  the  first  primi- 
tive "transfer  payments."  The  graft 
alone  on  New  York's  County  Court- 
house ran  to  $8  million.  Aid  to  the 
needy  (true  "welfare")  soon  followed. 

As  a  means  of  holding  their  power 
over  the  cities,  the  machines  needed 
to  buy  votes,  more  often  than  not  by 
helping  the  poor.  To  pay  the  bill, 
they  established  an  elaborate  unoffi- 
cial tax  system  alongside  the  corrupt, 
existing  general  property  framework. 
Their  system?  A  primitive  corporate 
income  tax.  New  York's  7,000  police- 
men, for  example,  served  as  tax  col- 
lectors, with  payoffs  running  from 
$25  a  month  for  a  simple  liquor  store 
to  as  much  as  $250  a  month  for  a 
jazzy  (and  lucrative)  bordello  like 
Gombossy's  or  the  Alhambra. 

That  the  system  was  semiofficial 
was  only  too  clear  to  outraged  mid- 
dle-class folk.  When  the  big-time 
gambler  Herman  Rosenthal  tried  to 
trade  the  details  of  the  system  in 
1912  to  the  district  attorney  for  "tax 
relief,"  he  was  gunned  down  by 
Tammany-hired  hoodlums  in  Times 
Square  in  full  sight  of  half  a  dozen 
policemen. 

"Criminal  Politics" 

Here  is  how  the  graft  turned  up 
as  welfare  and  transfer  payments, 
as  Tammany's  George  Washington 
Plunkitt  described  a  typical  night. 

"Two  a.m.  Roused  from  sleep  by 
the  ringing  of  his  door  bell;  went  to 
the  door  and  found  a  bartender,  who 
asked  him  to  go  to  the  police  station 
and  bail  out  a  saloonkeeper  who  had 
been  arrested  for  violating  the  excise 
law.  Furnished  bail  and  went  to  bed 
at  3  o'clock. 

"Six  a.m.  Awakened  by  fire  engines 
passing  his  house.  Hastened  to  the  fire, 
according  to  the  custom  of  Tammany 
district  leaders,  to  give  assistance  to 
the  fire  sufferers,  if  needed.  Met  sev- 
eral of  his  election  district  captains, 
who  are  always  under  orders  to  look 
out  for  fires,  which  are  considered 
great  vote-getters.  Found  several  ten- 
ants who  had  been  burned  out,  took 
them  to  a  hotel,  supplied  them  with 
clothes,  fed  them  and  arranged  tem- 
porary quarters  for  them.  .  .  ." 

Such  was  the  fiscal  crisis  of  the  cit- 
ies  100  years  ago.  Spoils,  patrons 
and  welfare  by  the  machines  on  the 
one  hand,  soaring  public  burdens   in 
tax  and  debt  on  the  other. 

Did  the  19th  century  find  a  new 
politics,  an  antidote  to  the  shame  of 
the  cities?  Did  it  solve  the  earlier  ur- 
ban crisis?  Of  course  it  did.  Yon  pa] 
your  share  of  the  alternative  i<>  p>>ik 
barrel  politics  every  Apr.  15.  Al- 
though the   income   tax    was   eliielK    I 
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This  announcement  is  neither-  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


1,000,000  Shares 


Ingersoll-Rand  Company 


Common  Stock 

($2  par  value) 


Price  $76  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

ivith  the  securities  laivs  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 


MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 


THE  FIRST  BOSTON  CORPORATION 


GOLDMAN,  SACHS  &  CO. 


SMITH,  BARNEY  &  CO. 

Incorporated 

SALOMON  SPOT  HERS 


DILLON,  READ  &  CO.  INC. 


DREXEL  BURNHAM  &  CO. 

Incorporated 


HORN  BLOWER  &  WEEKS-HEMPHILL,  NOYES 

Incorporated 


KIDDER,  PEABODY  &  CO. 

Incorporated 

LEHMAN  BROTHERS 

Incorporated 

WERTHEIM  &  CO.,  INC. 


April  30, 1975. 


KUHN,  LOEB  &  CO. 
LOEB,  RHOADES  &  CO. 


HALSEY,  STUART  &  CO.  INC. 

Affiliate  of  Bache  &  Co.  Incorporated 

E.  F.  HUTTON  &  COMPANY  INC. 


LAZARD  FRERES  &  CO. 


REYNOLDS  SECURITIES  INC. 


WHITE,WELD&CO. 

Incorporated 


.  , 


...  .. 


action:  Where  does  fresh 
water  go  from  here? 

America  can  no  longer  afford  the  luxury  of  flushing 
usable  water  into  the  sea.  Reverse  osmosis  is  a  working 
answer. 

Reverse  osmosis  is  the  principle  behind  our  Osmotik® 
system.  In  goes  water  so  polluted  it  would  kill  crabgrass. 
Out  comes  water  pure  enough  to  splash  on  scotch. 

The  Osmotik  system  is  efficient  and  inexpensive. 
Because  it's  based  on  a  simple  principle,  it  can  purify 
such  diverse  pollutants  as  sewage,  wood  pulp  and  salt 
water.  Because  of  its  simple  design,  it  can  vary  in  size  to 
fit  the  job.  The  Osmotik  system  is  a  workable  solution  to 
water  pollution. 


i 
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results:  Pure  water  for 
the  best  lawn  in  town. 

Pure  water,  fresh  from  our  pilot  Osmotik 
system  in  San  Diego,  waters  the  delicate  grass 
of  nearby  lawns.  Last  night,  that  same 
water  was  rushing  through  the  San  Diego 
sewers. 

Within  the  next  few  months,  we're  planning 
to  irrigate  an  orchard  with  Osmotik  system 
purified  water.  Soon,  a  desert  that  grew  only 
lizards  may  bloom  for  America's  table. 

Write  for  our  latest  earnings  report:  UOP, 
Ten  UOP  Plaza,  Des  Plaines,  III.  60016.  Listed  as 
UOP  on  the  NYSE. 


■ 
H         H     I 
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FIGHT  INFLATION 
DO-IT-YOURSELF  ROOFING 
SAVES  COSTLY  CONTRACTORS 
Whether  your  roofs  merely  require  patching 
or  complete  resurfacing,  Randustrial®  Cor- 
poration of  Cleveland,  Ohio  offers  you  a  Do- 
lt-Yourself  System. 

PATCHING-The  materials  are  supplied  in 
convenient  kit  form  which  includes  every- 
thing necessary  along  with  trowels  and 
brushes  for  application.  These  materials  may 
be  used  right  while  the  roof  is  wet  and  leaking 
which  can  be  a  great  help  when  roof  leaks 
interfere  with  production  or  create  fire  or  per- 
sonal injury  hazards. 

RESURFACING-The  Randustrial®  Do-lt- 
Yourself  Roof  Spray  System  includes  jobsite 
instruction  and  use  of  one  of  the  company's 
$1  995.00  Roof  Spray  Kits  at  no  charge.  The 
system  is  engineered  to  the  point  where  it  is  so 
simple  that  unskilled  plant  laborers  achieve 
professional  results.  The  main  advantage  of 
the  system  is  that  it  represents  tremendous 
savings  over  the  cost  of  employing  outside 
roofing  contractors. 

For  full  details  and  a  free  copy  of  the  Randus- 
trial® 64  page  1975  Roofing  and  Maintenance 
Catalog,  inquire  to  Randustrial®  Corpora- 
tion, 13306  Union  Ave.,  Cleveland,  Ohio 
441  20.  Phone  (216)  283-0300. 
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Gentlemen:  Please  send  me 
details  on  how  MUZAK  can  help 
increase  productivity. 


Name. 


Company. 
Address_ 


City_ 
State. 


-Zip. 


MUZAK  CORPORATION 

100  Park  Avenue,  New  York,  NY.  10017 


federal  and  state  levy,  it  was  the 
means  for  providing  direct  grants  to 
the  hard-pressed  cities,  while  putting 
the  money  itself  out  of  the  reach  of 
the  Bosses. 

The  peacetime  income  tax  didn't 
come  easily.  Decades  of  emotional  dis- 
cussion preceded  it  and  confused  the 
issue.  William  Jennings  Bryan,  running 
for  President  on  a  pro-income  tax  plat- 
form, lost  to  William  McKinley  in 
1896.  In  the  end,  it  took  a  copstitu* 
tional  amendment  and  World  War  I 
to  bring  the  tax  back  into  being. 

But  social  justice  was  not  a  major 
consideration  to  the  technicians  and 
politicians  who  finally  secured  pas- 
sage of  the  peacetime  income  tax.  It 
was  money  they  were  after,  pure  and 
simple.  Money  to  keep  government 
afloat.  "The  income  tax,"  says  histori- 
an Clifton  K.  Yearly,  "had  no  mass 
appeal  and  no  mass  support." 

It  left  intact,  however,  Thomas  Jef- 
ferson's dream  of  the  workingman 
who  pays  "not  one  farthing  [in  taxes, 
who  sees]  .  .  .  his  children  educated 
and  the  face  of  his  country  made  a 
paradise  by  the  contributions  of  the 
rich  alone."  Like  the  property  tax,  the 
income  tax  was  levied  on  the  upper 
strata  of  society  only.  The  measure 
Woodrow  Wilson  signed  into  law  in 
1913  exempted  the  first  $4,000  of  a 
married  couple's  income  at  a  time 
when  Henry  Ford  was  shocking  indus- 
try by  paying  his  workers  $5  a  day. 

As  late  as  1935  only  one  out  of  60 
citizens  was  paying  any  income  tax  at 
all.  By  1940  the  cost  of  the  New  Deal 
was  being  borne  by  one  of  every  18 
persons.  Two  years  later  (about  100 
days  after  Pearl  Harbor)  one  of  ev- 
ery three— or  virtually  every  working 
adult— was  paying,  a  ratio  that  is  the 
same  today. 

The  states  followed  the  Govern- 
ment in  passing  income  tax  laws. 
Wisconsin  pioneered,  but  New  York, 
Massachusetts  and  Missouri  also  had 
them  by  the  end  of  1919.  It  still  wasn't 
enough.  In  the  desperation  of  the 
1930s,  a  number  of  states  came  up 
with  a  new  one:  the  general  sales  tax. 
Far  more  than  the  labor-taxing  income 
levy— which,  after  all,  is  supposed  to 
be  progressive— the  sales  tax  runs  coun- 
ter to  old  American  ideas,  taxing  as 
it  does  a  poor  man's  hamburger  at 
the  same  rate  as  a  rich  man's  steak. 

Where  the  states  have  gone,  the 
cities  have  followed.  The  traditional 
methods  of  property  taxation  and  bor- 
rowing simply  haven't  been  sufficient 
to  meet  the  demands  the  citizens 
place  on  them.  So  cities  have  been 
adding  income  taxes,  payroll  taxes 
and  sales  taxes  as  well. 

Yet  in  the  past  20  years,  the  cities 
have  continued  to  see  their  tax  base 
shrink  as  business  and  the  more  afflu- 


ent citizenry  moved  to  the  suburbs  or 
elsewhere.  It  shrank,  too,  because  in- 
creasingly wealth  took  the  form  of 
pieces  of  paper— stocks  and  bonds 
rather  than  bricks  and  mortar.  The 
number  of  rooms  in  a  man's  house  is  , 
no  longer  an  accurate  measure  of  his 
comparative  wealth.  But  it  is  the  chief 
indication  of  wealth  to  the  municipal 
government. 

For  when  cities  try  to  dip  into  the 
pockets  of  the  new  wealth,  they  find 
difficulty.  Mindful  of  the  billions  that 
change  hands  daily  on  Wall  Street, 
New  York  has  threatened  for  years 
to  tax  stock  transfers.  The  stock  ex- 
changes simply  threaten  to  move.  Ris- 
ing property  taxes  often  result  in  more 
abandonments,  creating  new  slums 
faster  than  old  ones  can  be  cleared. 
Thousands  of  special  tax  districts  have  \ 
been  created  to  keep  spending  closer 
to  home.  And  the  sales  tax  offers  little 
hope.  Besides  being  regressive,  the 
sales  tax,  too,  is  self-defeating,  driving 
business  out  of  the  neediest  cities  into 
more  prosperous  suburbs  where  the 
tax  is  less.  There  is,  of  course,  the 
value  added  tax,  or  VAT,  now  popu- 
lar in  Europe;  but  this  is  just  a  new 
form  of  the  oldest  and  most  unpopu- 
lar tax  of  them  all,  the  excise  tax.  The 
excise  tax  has  probably  touched  off 
more  revolutions  (like  the  French, 
American  and  Indian)  than  any  other 
economic  issue  in  history. 

The  Tax-State's  Crisis 

And  so,  the  day  of  reckoning  for 
the  cities  is  close  at  hand.  The  states 
and  the  Federal  Government  are  no 
longer  easy  touches;  they  have  tax 
crises  of  their  own.  In  a  year  when  the 
federal  budget  is  climbing  11%,  Con- 
gress is  cutting  the  income  tax  in  order 
to  get  the  economy  out  of  its  slump. 
The  much-heralded  concept  of  reve- 
nue sharing  has  broken  down. 

If  the  federal  or  state  governments 
are  going  to  rescue  the  cities,  the  big 
question  is:  Where  will  the  monej 
come  from?  With  33%  of  the  U.S. 
gross  national  product  already  going 
to  governments,  there  is  no  readily 
available  source  of  money.  Can  taxes 
go  to  40%?  To  50%  of  the  GNP?  It 
hardly  seems  likely  that  tax  burdens 
of  that  magnitude  would  be  compati- 
ble with  a  free  enterprise  societ)  , 

The  cities'  fiscal  crisis  is  part  of  the 
unfinished  business  left  over  from  the 
transformation  of  America  from  a  ru 
ral  nation  to  an  urban  one.  The  myths 
notwithstanding,  the  cities  arc  where 
most  Americans  live  and  work.  The 
income  tax  helped  the  cities  oul  "I 
the  last  century  and  into  this  one. 
What  will  get  them  through  the  last 
years  of  this  century  and  into  the 
next?  This  may  well  be  one  ol  the 
central  economic  issues  of  our  tunc.    ■ 
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"He's  Won  Us  Over 


He's  smart,  movie-star  handsome, 
only  37  and  the  son  of  multimillion- 
aire Roy  Hofheinz,  who  created  the 
Astrodome.  But  Democrat  Fred  Hof- 
heinz made  Houston's  conservative 
business  establishment  extremely  ner- 
vous when  he  ran  for  mayor  in  No- 
vember 1973.  His  campaign  was 
spearheaded  by  young  McGovernites, 
blacks  and  Mexican-Americans,  and 
his  slim  majority  depended  heavily 
on  a  near  sweep  of  Houston's  black 
community,  which  makes  up  about 
25%  of  the  population. 

Since  then  the  Establishment  has 
relaxed.  The  alarm  caused  by  new 
sewer  charges  to  pay  for  cleaning  up 
the  Houston  Ship  Channel  has  given 
way  to  satisfaction  over  the  cleaner 
water.  After  wooing  the  poorer  voters 
at  the  polls,  Hofheinz  went  to  work 
wooing  the  powers-that-are  in  quiet 
lunches.  "He's  won  us  over,"  a  promi- 
nent Establishmentarian  says. 

And  so,  Mayor  Hofheinz  is  sitting 
pretty.  Houston's  is  one  of  the  nation's 
few  desirable  city  halls,  from  a  poli- 
tician's point  of  view.  The  city  is  oil- 
booming,  when  most  big  cities  are  re- 
cession-struck. It  is  hometown  to 
Shell  and  the  domestic  arms  of  Gulf 
and  Exxon.  With  the  oil  industry  pro- 
viding for  half  the  city's  work  force, 
unemployment  is  only  around  4%,  less 
than  half  the  national  average.  Where 
New  York  City's  bonds  are  rated  A, 
Houston's  are  AAA.  And  while  such 
metropolitan  areas  as  Los  Angeles  and 
New  York  are  losing  population, 
Houston  is  gaining  at  the  rate  of 
1,000  residents  a  week. 


Hofheinz  of  Houston 


This  doesn't  mean  there  are  no 
problems,  but  even  the  problems 
that  exist  seem  favorable  to  Hof- 
heinz. "Houston  is  one  of  the  nation's 
most  segregated  cities,"  he  says,  and 
his  new  fair-housing  law  has  served 
to  keep  him  popular  with  the  minori- 
ty groups  without  alienating  the  busi- 
ness class. 

More  long  range,  he  is  attempting 
to  deal  with  the  Los  Angeles-like  ur- 
ban sprawl  (a  consequence  of  Hous- 
ton's lack  of  zoning  and  of  power  to 
annex  neighboring  communities ) .  The 
city  has  bought  Houston's  vestigial 
private  bus  line  and  plans  to  turn  it 
into  a  model  mass-transportation  sys- 
tem   with    express    bus    lanes,    coor- 


dinated traffic  lights  and  special  park- 
ing areas— at  a  cost  of  some  $70  mil- 
lion spread  over  the  next  three  years. 
"In  other  cities,"  he  told  Forbes, 
"most  of  the  things  that  mayors  have 
to  do  are  defensive.  That  is,  they  are 
just  trying  to  stay  alive.  ...  I  can  play 
an  offensive  game." 

If  he  plays  it  right,  the  Houston 
mayoralty  could  well  become  a  step- 
ping-stone to  higher  office.  Hofheinz 
is  a  virtual  shoo-in  for  a  second  two- 
year  term  this  November.  He'll  finish 
a  second  term  at  39,  just  in  time  for 
the  1978  gubernatorial  and  senatorial 
elections.  You  don't  have  to  be  a 
political  pundit  to  predict  what  he'll 
be  shooting  for  after  that.    ■ 


Poor  Abdul  hi 

"We  are  not  rich."  So  says  Farouk 
Akhdar,  an  earnest  American-educat- 
ed Saudi  Arabian  who  heads  a  gov- 
ernment delegation  touring  the  U.S. 
in  an  effort^'to  polish  images  for  the 
Arabs  in  general  and  for  the  Saudi 
Arabs  in  particular.  Akhdar  has  a 
complaint:  "Our  image,"  he  says,  "has 
been  misrepresented  by  the  mass 
media,  by  special  interest  groups  and 
harem-type  movies." 

Akhdar  makes  his  point  by  telling 
the  story  of 'Abdulla  and  George: 
"George  owns  industries,  buildings, 
cars,  and  he  has  $300  in  his  pocket. 
Abdulla  has  $3,000  in  his  pocket. 
Some  people  might  think  that  Ab- 
dulla is  richer  than  George.  .  .  .  But 
George,  with  all  his  wealth  in  indus- 


tries and  buildings  and  cars,  is  far 
richer  than  Abdulla." 

Steadily  rubbing  a  string  of  worry 
beads  made  from  petrochemical  prod- 
ucts, Akhdar  adds:  "We  have  a  lot  of 
schools  and  hospitals  to  build,  a  lot 
of  roads  to  pave."  He  reminds  listen- 
ers of  his  country's  goal  of  spending 
$150  billion  by  1980-a  sum  that 
most  experts  regard  as  totally  un- 
realistic and  way  beyond  the  nation's 
capacity  to   absorb. 

But  no  matter  how  you  argue,  an 
oil  income  of  $5,000  per  annum  per 
Saudi  (only  a  shade  less  than  the 
U.S.'  per-capita  figure)  hardly  con- 
stitutes poverty.  It  does  do  one  thing, 
however.  It  makes  it  easy  to  finance 
public  relations  junkets  here  and 
throughout  the  Common  Market  to 
plead    poormouth    for    the    Arabs.    ■ 


Akhdar  of  Saudi  Arabia 
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The  Profit  Motive 
Is  Like  The  Wind 

"Our  economic  system  now  is  like  a 
Cadillac  running  on  Model  T  shock 
absorbers.  As  long  as  the  road  is 
smooth,  everything  goes  nicely.  But 
hit  a  little  bump,  and  BANG,  BANG." 

Talks  like  a  planner,  and  he  is— 
Nobel  prize-winning  economist  Dr. 
Wassily  Leontief,  69,  soon  to  leave 
Harvard  for  New  York  University.  His 
great  contribution  is  input-output  eco- 
nomics: roughly,  a  way  to  measure 
how  changes  in  one  industry  affect 
other  industries,  and  a  tool  of  great- 
est use  to  socialist  planners.  But  the 
Russian-born  Dr.  Leontief  is  no  advo- 
cate of  socialism. 

"The  [U.S.]  economy  today  is  like 
a  whale,  washed  up  on  the  shore, 
that's  rather  flabby.  If  you  want  to 
move  a  whale,  you  don't  just  put  a 
hook  into  his  nose:  You'd  tear  his  nose 
off.  You  need  many  places  to  push 
and  pull,  with  different  instruments. 
And  you  need  a  foreman,  to  keep 
from  pushing  and  pulling  in  different 
directions.  To  get  the  economy  off  the 
beach,  we  need  a  complex  combina- 
tion of  physical  regulations,  selective 
controls,  the  regulation  of  capital 
markets.  And  we  need  a  foreman— a 
planning  board." 

True,  controls  got  a  bad  name 
when  the  Nixon  Administration  used 
them,   but   Leontief   is    not   daunted: 


"I'm  surprised  they  worked  as  well 
as  they  did.  Price  controls  quickly  be- 
come ineffective,  because  there  are 
so  many  escape  clauses.  It's  pushing 
too  much  in  one  place.  If  you  com- 
bine wage-price  controls  with  regula- 
tion of  quantities,  you're  closer." 

Wouldn't  enterprise  be  stifled? 

"I  think  the  profit  motive  is  so  pow- 
erful that  it  will  still  operate  beau- 
tifully even  if  tightly  restricted.  The 
profit  motive  is  like  the  wind.  I  am 
steering  my  boat,  but  I  don't  have  to 
sail  just  where  the  wind  blows.  If  I 
have  a  rudder  and  am  skillful,  I  can 
use  the  wind  to  go  where  I  want.  In 
planning,  I  want  to  keep  the  wind, 
but  I  also  want  a  rudder." 

What?  A  planner  who  likes  profits? 

"The  profit  motive  is  essential. 
That's  one  of  the  problems  with  the 
Soviet  system.  Soviet  workers  and 
managers  have  the  same  motivation 
as  Americans  to  improve  their  mate- 
rial conditions.  But  there,  the  profit 
motivation  works  toward  stealing  and 
black  markets  and  sitting  tight." 

Leontief  argues  for  a  judicious 
blending  of  planning  and  profit  moti- 
vation, and  the  Congress  is  taking  him 
seriously.  The  Joint  Economic  Com- 
mittee has  scheduled  hearings  on 
comprehensive  planning,  to  commence 
in  late  May.  True,  such  planning 
would  further  mix  business  and  pol- 
itics, but  Leontief  points  out  that  the 
two  are  already  inextricably  inter- 
twined   under    current    governmental 


Economist  Leontief 


practice.  He  argues,  "This  conflict 
would  go  on  in  the  open,  rather  than 
quietly  in  the  White  House,  or  with 
bribes  given  to  congressmen." 

The  planners  couldn't  be  corrupt- 
ed? Or  become  pure  bureaucrats? 

"Oh  no,  because  any  plan  would 
be  a  public  document.  The  average 
person  could  not  understand  it,  but 
Forbes  could,  and  you  could  write 
very  interesting  articles  about  it.  Peo- 
ple would  actually  feel  that  they  are 
participating,  instead  of  being  the  vic- 
tim of  that  infamous  invisible  hand, 
the  market."  ■ 


Too  Much  Of 
A  Good  Thing? 

The  roar  of  the  last  helicopter  lift- 
ing the  last  Marine  guards  from  the 
roof  of  the  U.S.  Embassy  in  Saigon 
is  echoing  around  the  world;  one  of 
those  echoes  is  coming  from  the 
mouth  of  a  Danish  politician  named 
Moegens  Glistrup.  Glistrup,  a  kind  of 
educated  George  Wallace  with  a 
sense  of  humor,  heads  the  antitax 
Progress  party,  Denmark's  third-larg- 
est (of  ten),  which  polls  over  20%  in 
the  opinion  polls  and  got  nearly  14% 
of  the  vote  in  the  last  election. 

One  of  Glistrup's  contentions  is  that 
Denmark  is  wasting  the  $1  billion  a 
year  in  tax  money  that  it  spends  on 
defense.  "Better  Red  than  dead,"  he 
shrugs,  arguing  that  if  the  Soviets  do 
move  in,  there's  little  Denmark— or 
NATO— can  do.  "If  they  attack,  some- 
body wakes  Mr.  Ford  and  asks,  'Should 
we   send   American   boys   to   die   for 


Denmark?'  And  he  will  answer, 
'Where's  Denmark?'  If  they  invade 
Greece,  we  must  send  Danish  boys  to 
die  for  Greece.  This  makes  no  sense." 

A  big,  jolly  lawyer,  Glistrup  boasts 
of  evading  taxes,  but  has  so  far  suc- 
cessfully pleaded  prior  obligations  in 
Parliament  when  summoned  to  court. 
"We  want  to  abolish  the  income  tax," 
he  says.  "It  doesn't  work.  The  rich 
have  big  chances  to  evade  it,  but  not 
the  poor."  As  for  the  cradle-to-grave 
security— including  free  higher  educa- 
tion—that income  tax  money  buys, 
Glistrup  says:  "Denmark  is  prosper- 
ous. Most  people  can  easily  manage 
their  affairs  with  their  own  money." 

Many  Danes  look  down  their  noses 
at  Glistrup,  but  he  represents  a  mood 
that  established  politicians  will  ignore 
at  their  peril.  In  Denmark  as  in  the 
U.S.,  liberals  and  conservatives  are 
asking  more  often:  Is  all  this  govern- 
ment really  necessary?  Although  few 
politicians  admit,  as  Glistrup  does,  that 
everybody's  pet  causes  must  be  cut.  ■ 


Politician  Glistrup 
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Howdoyou  choose  between  the  right 

place  foryour  business  and  the 

best  place  foryour  family? 
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Look  to  Pennsylvania* 
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Look  to  Pennsylvania 


Pennsylvania  places  you  in  the 
heart  of  one  of  the  world's  richest 
markets  and  it  gives  you  an  un- 
rivalled opportunity  to  find  the 
lifestyle  that's  best  for  you,  your 
family  and  your  employees. 

Pennsylvania  has  room. 

Even  though  we  were  one  of  the 
original  thirteen  states,  we've  still 
got  room  to  spare.  You  can  live  in 
the  heart  of  Philadelphia,  yet  re- 
main less  than  an  hour's  drive 
from  nearby  farmland.  Pittsburgh, 
our  second  largest  city,  is  also 
within  easy  reach  of  open  spaces 
and  green  fields. 

Pennsylvania  has  diversity. 

Contrast  abounds  here.  Penn- 
sylvania is  lush  Pocono  valleys  and 
wooded  Appalachian  ridges. 
Freshwater  lakes,  whitewater 
rivers  and  clear  mountain  streams. 

Camp  in  any  one  of  86  state 
parks  scattered  throughout  the 
state.  Take  advantage  of  some  of 
the  best  hunting  in  the  country  and 
go  out  for  deer,  pheasant,  rabbit, 


turkey,  bear,  grouse,  and  just  about 
any  other  small  game  you  could 
ask  for. 

Sail  on  such  major  rivers  as  the 
Delaware,  the  Susquehanna,  the 
Allegheny  and  others.  You'll  be 
within  reach  of  Lake  Erie  and 
Chesapeake  Bay.  And,  if  you  can 
handle  it,  you  can  head  for  the 
Laurel  Highlands,  the  training 
site  for  the  U.S.  Olympic  White- 
water Team. 

When  winter  comes  to  Pennsyl- 
vania, ski  buffs  have  over  50  ski 
resorts  to  choose  from.  And 
skaters,    tobogganers    and    snow- 


mobilers  will  find  an  abundance 
of  snow  and  ice  to  play  with. 

Pennsylvania  has  sport. 

Pennsylvania's  gently  rolling 
hills  and  broad  meadows  make 
ideal  golf  country.  And  you'll  find 
some  of  the  finest  courses  in  the 
country  here,  such  as  Merion 
(near  Philadelphia),  the  site  of  the 
1971  U.S.  Open,  or  Oakmont  (just 
outside  Pittsburgh),  host  of  the 
'73  Open. 

If  you're  a  professional  sports 
fan,  Pennsylvania  is  an  embarrass- 
ment of  riches. 

Philadelphia's  Veterans  Sta- 
dium and  the  Spectrum  are  home 
base  for  the  National  League 
Phillies,  the  NFL  Eagles,  the  NHL 
Flyers  ('73-'74  Stanley  Cup 
champs),  the  Atoms,  1973  cham- 
pions of  the  North  American  Soc- 
cer League,  and  the  NBA  '76ers. 

In  Pittsburgh,  Three  Rivers  Sta- 
dium and  the  Civic  Arena  host  the 
'74  Super  Bowl  champion  Steelers, 
the  National  League  Pirates,  and 
the  NHL  Penguins. 

Philadelphia  Big  Five  college 
basketball  has  long  enjoyed  a  repu- 


Winter,  Summer, 

Spring  and  Fall  we 

have  magnificent 

scenery  and  we've 

got  an  endless 

choice  of  ways  to 

enjoy  it. 
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n  parts  of  the  country  last 
inter,  people  like  the  Wilsons 
t  an  unwanted  look  at  the 
ergy  problem.  Not  enough 
tural  fuels  to  heat  their 
mes.  And  the  situation 
ght  not  improve  for  a 
hile.  Present  oil  and  natural 
as  reserves  are  certainly 
mited. 

But  we  still  have  coal  .  .  . 
(K)  billion  tons  of  recoverable 
^serves.  Coal  that  can  be 
inverted  into  oil  and  gas. 
nd  with  the  price  of  imported 
;1  now  about  $10  a  barrel 
nd  liquefied  natural  gas  at 
ver  $1  per  1000  cubic  feet, 
mthetic  fuel  is  becoming 
.onomically  feasible  ...  in 
ct  it  could  be  a  bargain. 
Tn  1947,  Dravo's  Chemical 
lants  Division  designed  and 


built  the  first  U.S.  coal  lique- 
faction pilot  plant.  Two  years 
later,  the  first  coal  gasification 
pilot  facility. 

Since  then  we've  been 
involved  in  process  research 
or  pilot  plant  design  and 
construction  for  11  other  coal 
utilization  projects  repre- 
senting almost  every  major 
type  of  process  for  extraction 
of  hydrocarbon  fuels  from 
coal.  And  the  first  pilot  plant 
for  recovering  oil  from  shale. 

Early  in  1974,  we  created 
a  separate  Synthetic  Fuels 
Department  to  further  expand 
our  involvement  in  this  area. 
Already  it  has  six  feasibility 
or  pilot  study  assignments. 
On  the  horizon  are  larger 
demonstration  units,  then 
full-scale  commercial  plants. 


Dravc  is  involved  in 
other  activities  that  help 
meet  vital  needs  such  as 
increased  food  supplies, 
mineral  resources  develop- 
ment, and  low-cost  water 
transportation.  But  to  the 
Wilsons,  helping  solve  the 
energy  shortage  may  be  the 
most  important.  What  good 
is  a  ten  room  house  if  you're 
forced  to  five  in  just  one? 


Dravo  Corporation,  One  Olivei 
Plaza,  Pittsburgh,  Pa.  15222 


A  company  of  uncommon  enterprise' 


Looking  at  Pennsylvania' 


Locally. 


In  Pennsylvania,  local  communities  are  just  as  con- 
cerned as  State  government  with  bringing  business  into 
the  Commonwealth.  And  they  prove  it. 

There  are  over  one  hundred  and  seventy  non-profit 
local  community  organizations  with  people  whose  sole 
function  is  to  assist  business.  They  are  all  professionals. 
All  eager  to  help.  All  armed  with  the  kind  of  information 
and  practical  knowledge  that  can  help  your  business 
in  years  to  come. 

If  your  company  is  interested  in  vital  facts  such  as 
community  statistics,  available  facilities,  construction 
trends  or  taxes,  they  are  your  best  possible  source  for 
information  and  assistance. 

And  if  your  firm  requires  financing,  a  local 
organization  along  with  State  and  financial  institutions 
can  help  with  one  of  the  most  advantageous  funding 
programs  in  the  country:  The  Pennsylvania  Plan. 

The  local  community  industrial  development 
agencies  are  extremely  knowledgeable  about  the  various 
bureaus  and  State  programs  listed  to  the  right  and  can 
help  you  take  advantage  of  them. 

And  the  Pennsylvania  Department  of  Commerce 
will  put  you  in  touch  with  the  area  of  your  choice. 


64 


For  further  information,  write  or  call  John  J.  O'Connor.  Secretary  of  Commerce,  ( !<  ttnm<  >im  < 


Look  at  it  two  ways. 


Statewide. 


The  Pennsylvania  Department  of  Commerce  is 
dedicated  to  attracting  new  industry  to  Pennsylvania 
and  keeping  businesses  in  Pennsylvania  prosperous. 
The  bureaus  within  the  department  combine  to  offer 
every  conceivable  service  to  business  and  industry. 

ECONOMIC  DEVELOPMENT- A  fully  staffed 
bureau  with  regional  representatives  throughout  the 
State  and  a  complete  knowledge  of  State  programs  to 
assist  businesses. 

PIDA  (Pennsylvania  Industrial  Development 
Authority)— In  cooperation  with  your  bank,  local 
industrial  development  authority  and  P.I.D.A.,  you  can 
get  up  to  100%  financing  at  very  advantageous  rates. 

RBMP  (Revenue  Bond  and  Mortgage  Program)  — 
provides  funds  for  new  machinery,  pollution  control 
and  plant  expansion. 

BUREAU  OF  SCIENTIFIC  AND  TECHNOLOGICAL 
DEVELOPMENT -identifies  technological  trends  and 
existing  scientific  data,  which  benefits  industry  through- 
out the  Commonwealth. 

INTERNATIONAL  COMMERCE-has  offices  in 
Pennsylvania  and  abroad  to  assist  industry  interested 
in  developing  foreign  markets. 

APPALACHIA-PENNSYLVANIA  PROGRAM  - 

funnels  federal  dollars  into  the  Commonwealth  to  foster 
economic  development. 

MINORITY  BUSINESS-develops  concrete  and 
substantive  programs  to  foster  the  establishment  and 
growth  of  minority  business  enterprises. 

OMBUDSMAN -One  toll-free  telephone  call  puts  the 
businessman  in  touch  with  forty-six  State  agencies, 
departments  and  commissions  to  handle  problems 
without  delay. 


"Pennsylvania  is  a  State  where  the  businessman  can 
have  a  flourishing  business  without  sacrificing  a  well- 
rounded  human  environment  for  his  family.  We  want 
your  business  and  your  family  in  Pennsylvania'.' 


Milton  J.  Shapp,  Governor 


nnsylvania.  Suite  425E  South  Office  Building.  Harrisburg,  Pa.  17120,  (717)  787-3003. 
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Pennsylvania,  continued 


Advertisement 


tation  for  skill  and  excitement  (a 
game  at  Penn's  Palestra  has  to  be 
experienced  to  be  believed). 

Major  college  football  teams  are 
found  all  through  the  state.  Temple 
University  is  fast  joining  the  ranks 
of  major  powers.  The  University 
of  Pittsburgh  plays  as  tough  a 
schedule  as  you'll  find  anywhere. 
And  Penn  State's  awesome  teams 
have  become  virtually  automatic 
Top  Ten  contenders. 

High  school  football  is  a  Penn- 
sylvania specialty.  Among  all  the 
states,  only  one  (Texas)  outranks 
Pennsylvania  as  a  breeding  ground 
of  professional  football  talent. 


Pennsylvania  has  art,  music, 
theater  and  dance. 

In   Pittsburgh,    the    art   collec- 
tions of  such  names  as  Mellon  and 


Look  to  Pennsylvania 


allowed  the  lively  arts  to  flourish. 
In  fact,  Philadelphia's  Walnut 
Street  Theater,  which  is  the  oldest 
surviving  theater  in  the  country, 
has  recently  been  renovated  and  is 
as  active  as  ever.  Other  Philadel- 
phia theaters  host  both  long- 
running  hits  and  Broadway  tryouts. 

As  for  music,  what  other  state 
can  boast  two  major  orchestras? 
The  famous  Philadelphia  Orches- 
tra heard  in  the  century-old  Acad- 
emy of  Music,  and  the  Pittsburgh 
Symphony,  carefully  molded  by 
Conductor  William  Steinberg  into 
a  virtuoso  group  equal  to  just  about 
any  domestic  or  European  or- 
chestra. 

Pennsylvania  also  offers  an  in- 
exhaustible variety  of  amateur 
groups,  chamber  ensembles,  solo- 
ists, and  groups-in-residence  at 
many  colleges  and  universities. 
And,  in  the  summer,  the  Philadel- 
phia Orchestra  can  be  heard  in 


Culture  was  born  and  thrives  here. 

Frick  are  on  public  display.  Phila- 
delphia's Art  Museum  houses  ex- 
tensive collections  of  renaissance, 
romantic  and  modern  art. 

Just  outside  the  city,  in  Merion, 
the  Barnes  Foundation  has  one  of 
the  world's  finest  French  Impres- 
sionist collections  on  view. 

Philadelphia  is  also  a  trove  of 
colonial  architecture.  Much  of  the 
old  city  around  Independence  Hall 
has  been  extensively  restored  over 
the  past  decade. 

Theater  is  a  tradition  in  Penn- 
sylvania. Unlike  many  of  the  more 
Puritan     colonies,     Pennsylvania 


World  renown  symphony  orchestras 
bless  Pennsylvania. 

free  concerts  at  Robin  Hood  Dell, 
in  the  city's  Fairmount  Park. 

In  pop  music,  "the  sound  of 
Philadelphia"  dominates  many 
best-seller  charts  and  has  become 
synonymous  with  sophisticated 
and  polished  arrangements. 
America's  dance  renaissance  is 
also  reflected  here.  The  Pennsyl- 
vania Ballet  has,  in  a  short  time, 
become   one   of  America's    most 


highly-regarded  companies. 

Pennsylvania  has  education. 

Educational  facilities  are  unusu- 
ally abundant  in  Pennsylvania. 
Some  151  colleges,  75  vo-tech 
schools  and  632  state-supported 
and  private  laboratories  provide 
many  opportunities  for  learning. 
Higher  education  is  served  by 
many  of  the  country's  leading  col- 
leges and  universities.  Backing 
them  up  is  a  well-developed  sys- 
tem of  state  colleges  and  univer- 
sities, extensions  and  community 
colleges. 

Pennsylvania  has  history. 

Independence  was  proclaimed 
here.  The  Constitution  was  born 
here.  The  Revolution  endured  its 
darkest  hours  here  at  Valley  Forge, 
and  scored  one  of  its  most  notable 
successes  when  Washington 
crossed  the  Delaware  from  here. 
The  decisive  battle  of  the  Civil 
War  was  fought  here,  at  Gettysburg. 


In  Pennsylvania,  you  can  find  America's  histttri 

Many  of  the  concepts  embodied 
in  the  Bill  of  Rights  were  pio- 
neered by  William  Penn's  estab- 
lishment of  Pennsylvania  as  a 
colony  where  different  opinions, 
beliefs,  and  religions  could  flourish 
in  an  environment  of  liberty  and 
tolerance. 

In  Pennsylvania,  you  live  close 
to  the  roots  of  America.  The  build- 
ings, the  artifacts,  the  reminders  of 
the  whole  spectrum  of  America's 
heritage  are  part  of  everyday  life. 
Here,  you  can  share  this  heritage. 
And  pass  it  on  to  your  children. 
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fertilizer  is  one  of  the 
growth  stories. 


U.S.  Steel's  Agri-Chemicals  Division  ranks 
well  among  the  upper  echelons  of  this  nation's 
fertilizer  producers,  and  its  sales  are  growing. 

Among  the  reasons  for  the  growth  are  what 
might  be  called  current  events.  World  and  domes- 
tic demands  for  food  and  fibers  have  never  been 
higher.  In  the  U.S.A.,  regulations  have  been  re- 
laxed releasing  millions  of  farm  acres  for  new 
production.  Worldwide,  farmers  are  discovering 
that  fertilizers  and  crop  protection  chemicals  are 
helping  to  produce  unprecedented  yields. 

With  food  a  global  priority,  USS  Agri-Chem- 
icals Division  is  in  a  position  to  selfeverything  it 
makes.  Among  its  facilities  are  anhydrous  am- 
monia plants  in  three  states,  phosphate  mining 
and  processing  facilities  in  Florida,  10  mixed 
fertilizer  plants  that  manufacture  fertilizer  com- 
pounds for  local  conditions,  more  than  80  com- 
pany farm  service  centers  and  outlets  through 
more  than  5,000  independent  dealers,  which  are 
backed  by  an  extensive  field  distribution  and 
storage  system. 

"From  seed  to  harvest"  is  the  total  package 
offered  by  USS  Agri-Chemicals.  USS  Agri-Chem- 
icals markets  seeds,  herbicides,  insecticides,  fung- 
icides, pesticides,  feed  supplements,  and  various 
farm  equipment,  purchased  from  others,  in  addi- 
tion to  offering  fertilizer  in  liquid  and  dry  forms. 
For  the  farmer,  that  package  represents  one-stop 
shopping.  And  if  any  of  the  Division's  35,000 
customers  want  it,  USS  Agri-Chemical  specialists 
will  literally  "walk  the  rows"  with  them  to  discern 
problems,  and  work  out  solutions  for  more  pro- 
ductive soil  and  crop  management. 


Back  at  the  labs  (there  are  two),  USS  agrono- 
mists and  technicians  perform  a  number  of  helpful 
services  starting  with  soil  testing  to  determine 
nutrient  levels  and  going  through  such  things  as 
soil  nematode  detection,  tissue  testing  and  plant 
analysis,  all  of  which  are  designed  to  help  formu- 
late the  best  fertilizer  and  crop  protection  chem- 
icals menu  on  a  farm-by-farm,  field-by-field  basis. 

Down-on-the-farm  uses  of  fertilizer  aren't 
the  whole  story.  Anhydrous  ammonia  is  a  big 
seller  for  industrial  uses.  A  basic  chemical  build- 
ing block,  it  is  used  in  the  manufacture  of  synthetic 
fibers,  plastics,  refrigerants,  waste  and  metal 
treatment.  On  the  energy  front,  ammonium  ni- 
trate, a  derivative  of  ammonia,  is  used  in  blasting 
materials  of  the  type  primarily  used  in  coal 
mining. 

It  might  be  of  passing  interest  to  note  that 
USS  fertilizers  are  helping  to  beautify  America's 
parks  and  recreational  centers.  But  it  is  of  loftier 
concern  to  note  that  the  world  need  for  food  is 
expected  to  remain  a  global  priority,  and  U.S. 
Steel  is  involved. 

United  States  Steel, 
600  Grant  Street, 
Pittsburgh,  Pa.  15230. 


We're 
involved, 


TRADEMARK 
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Nextjuly  when  America  makes  history  with  the  U.S.  Apollo 
Soviet  Soyuz  space  project,  Rockwell  International  will 
participate  in  two  ways:  Rockwell's  Admiral  Coloi  Tl 
will  enable  millions  of  Americans  to  watch  the  momei 
space  rendezvous.  And  a  Rockwell-built  Apollo  Bpacecrafl 
and  docking  module  will  play  a  majoi  role  in  making  tin 
event  possible.  Meanwhile  we're  helping  to  solve  a  l< 
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ler  problems  closer  to  home . .  .with  Admiral  major  home 
pliances,  Rockwell  power  tools  and  with  The  Answers— 
r  new  line  of  electronic  calculators.  For  more  about  us  and 
w  we're  putting  science  to  work  in  a  wide  range  of 
iducts  in  our  aerospace,  automotive,  consumer,  electronics 
d  industrial  operations,  write  Rockwell  International, 
|pt.  815R,  600  Grant  Street,  Pittsburgh,  PA  15219. 


* 


Rockwell  International 

...where  science  gets  down  to  business 
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Sure,  lifestyle 
is  important*  But 
what  about  the     J 
hard  facts  you  need     Jp 
for  your  business  ?    ^ 
What  about  markets, 
transportation, 
financing  and 
taxes  ? 


Pennsylvania  is  right  in  the 
center  of  it  all. 


Pennsylvania  gives  you  easier 
access  to  more  markets  than  in  any 
other  state.  Within  a  500-mile 
radius  from  Pennsylvania's  bor- 
ders, you'll  find  over  120  million 
people,  over  45%  of  America's 
total  manufacturing  income,  over 
60%  of  its  net  corporate  income, 
and  over  45%  of  its  total  disposable 
personal  income. 

And  we've  taken  full  advantage 
of  our  strategic  position  with  sys- 
tems of  transportation  which,  for 
sheer  versatility,  are  possibly  un- 
rivalled anywhere  else  in  America. 

We  pioneered  the  high-speed 
highway  with  the  Pennsylvania 
Turnpike.  We've  since  built 
modern  highways  across  both 
north-south  and  east-west  routes. 
Pennsylvania,  in  fact,  has  more 
state  highway  miles  than  all  of 
New  York,  New  Jersey  and  New 
England  combined. 

Our  rail  systems  offer  the  same 
depth  of  transportation  resources 
(over  eight  percent  of  America's 
total  rail  tonnage  is  carried  on 
Pennsylvania  rails). 
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There  is  nothing  to  equal  Pennsylvania's 
water,  rail,  highway  and  airborne 
transport. 


For  waterborne  transportation, 
no  other  state  matches  Pennsyl- 
vania's triple-port  coverage.  From 
here,  your  goods  can  go  by  water 
to  the  Atlantic  Ocean,  the  Missis- 
sippi River  and  Gulf  Coast,  and 
the  St.  Lawrence  Seaway. 

Our  four  international  airports 
are  evenly  spaced  across  the  state. 
Regularly  scheduled  service,  in- 
cluding freight,  is  available  at  six- 
teen other  cities. 

As  America  copes  with  the  tran- 
sition from  energy  abundance  to 
energy  conservation,  the  ease  with 
which  Pennsylvania  firms  can 
reach  near  and  distant  markets  be- 
comes more  important  than  ever. 

Pennsylvania  is  rich  in  resources. 


Not  only  has  Pennsylvania  en- 
joyed an  abundance  and  wide 
variety  of  natural  resources,  it  has 
also  recognized  the  need  to  con- 
serve those  resources.  Pennsyl- 
vania's water,  timber,  and  strip- 
mining  programs  have  served  as 
models  of  sound  and  reasonable 
conservation. 

Lying  under  the  state  are  vast 
beds  of  one  of  America's  most 
valuable  resources:  coal.  And  less 
than  one-third  of  the  state's  orig- 
inal recoverable  reserves  have  yet 
to  be  tapped.  Currently,  our  re- 
serves stand  at  8  billion  tons  of 
anthracite  and  27  billion  tons  of 
bituminous. 

Pennsylvania  oil  reserves, 
while  not  nearly  as  immense  as 
coal  reserves,  are  nonetheless 
of  unusually  high  quality  and 
are  valued  for  their  use  in  lu- 
bricants. As  advances  are  made 
in  deep-drilling  techniques 
(below  3,800  feet),  geologists 
are  hopeful  of  discovering 
many  new  large  fields. 

Nuclear  generating  plants 
are  another  important  source 
of  Pennsylvania's  energy.  The 
country's  first  nuclear  generat- 
ing station  devoted  to  peaceful 
use  was  built  here.  Others  are 
now  nearing  completion. 

In  mineral  resources,  we 
rank  second  in  the  nation  in 
the  production  of  building 
stone,  graphite,  silica  sand, 
sandstone  and  clay.  We  also 


Pennsylvania  is  rich  in  energy  with  coal,  n.itur 
gas,  oil  and  atomic  power  sour< 


Where  the  oil  is 


Ten  of  Ametek's  divisions  supply 
capital  equipment  to  the  petroleum 
industry. 

Their  markets  include  all  seg- 
ments: drilling,  transportation,  and 
refining.  Their  products  range  from 
gauges,  controllers,  and  flow  meters 
to  heat  exchangers,  process  equip- 
ment, and  pollution-control  systems. 
Their  distribution  stretches  from 
Arabian  oil  fields  to  the  Alaska 
pipeline. 

This  response  to  the  worldwide 
demand  for  petroleum  and  petro- 
chemicals is  one  reason  for  Ametek's 
current  20%-per-year  growth. 

Per-share  earnings  have  risen 
every  year  for  the  past  five.  And 
the  Company  has  increased  cash 
dividends  each  year  for  the  last  25 
years  with  the  exception  of  1971, 
when  an  increase  was  precluded  by 
government  regulation.  At  the  same 
time,  eighty-five  percent  of  income 
is  currently  being  plowed  back  into 
capital  expenditures. 

For  annual  and  latest  quarterly 
reports,  write:  AMETEK,  Inc., 
Investor  Information,  Station  Square 
Two,  Paoli,  Pa.  19301 

AMETEK 


71 


\fc  Shell 
Jr  Plants 
'    Grow  Well  in 

Northeastern  Pa. 


Plants  may  start  as  empty  shells  in 
northeastern  Pennsylvania  but  with 
the  help  of  non-profit  organizations 
like  TIDE,  Inc.  and  CAN-DO,  great  in- 
dustrial park  locations,  and  spirited 
workers  . . .  your  company  will  blossom 
and  grow. 

Planting  your  roots  here  (at  the 
crossroads  to  the  biggest  markets  in 
the  East)  puts  you  in  a  unique  climate, 
too.  Cooperation  is  in  the  air!  People 
cooperation.  The  kind  that  says  the 
whole  community  is  backing  you  for 
success. 


NEW  PLANTS  READY-TO-FINISH. 


80,000  SQ.  FT.-HAZLETON,  PA. 

■     I 

48,000  SO.  FT.-TAMAQUA,  PA. 


Both  locations  offer  15  acre  sites  in 
fully  improved  industrial  parks  .  .  .  rail 
and  air  facilities  .  .  .  Interstates  80  and 
81  plus  Pa.  Turnpike  nearby  .  .  .  sale 
or  lease. 

Send  coupon  today  for  more  infor- 
mation without  obligation. 


Donald  N.  Stocker,  Mgr.,  Community  Affairs 
Pennsylvania  Power  &  Light  Company 
Two  North  Ninth  St.,  Allentown,  Pa.  18101 

Please  send  details  on: 

Hazleton  plant  □    Tamaqua  plant  □ 

Name 

Company 

Add  ress . 


City 

State/Zip- 
Phone 
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rank  among  the  leading  producers 
of  lime,  silica,  lead,  zinc,  feldspar, 
magnetite,  cobalt  and  copper. 

Pennsylvania  labor  is  skilled 
and  willing. 

Thanks  to  our  long  history  of 
industrialization,  we  have  devel- 
oped a  highly  skilled  work  force 
(with  4-9  million  nonagricultural 
workers,  it's  the  third  largest  non- 
farm  work  force  in  the  country). 

Through  such  agencies  as  the 
Manpower  Training  Program  and 
our  large  network  of  vocational- 
technical  schools,  training  and 
retraining  can  be  geared  to  match 
almost  any  employer's  needs. 
Much  of  the  cost  for  these  pro- 
grams is  absorbed  by  state  funding. 


Diversity  is  the  name  of  the  game  for 
Pennsylvania  industry. 


Pennsylvania  tax  rates 
are  stable. 


Many  other  states  are  only  now 
coming  to  grips  with  the  kind  of 
fiscal  crisis  that  Pennsylvania 
solved  at  the  beginning  of  the 
sixties. 

Through  deficit  cutting,  waste 
trimming,  and  elimination  of  un- 
necessary spending,  we  operate 
with  a  balanced  budget. 

With  the  fiscal  storm  behind  us, 
we  are  now  concentrating  on  tax 
reform,  and  tax  reduction. 

The  result?  Pennsylvania's  tax- 
ation is  now  competitive  with  the 
rates  of  other  industrial  states.  And, 
thanks  to  our  long-established  in- 
dustrial base  and  well-developed 
infrastructure  of  schools,  roads, 
and  other  vital  services,  we  can 
look  forward  to  continued  tax 
stability. 


Pennsylvania  financing  pro- 
grams get  you  off  to  a  good  start. 

One  of  the  most  successful  of 
our  financing  programs  is  the 
Pennsylvania  Industrial  Develop- 
ment Authority  (PIDA).  PIDA, 
along  with  local  and  institutional 
resources  helps  provide  up  to  100% 
financing  at  very  low  interest  rates. 

PIDA  programs  have  ranged 
from  the  $18,000  purchase  of  a 
new  building  by  a  small  company 
to  the  $5  million  construction  of 
the  world's  largest  continuous  float 
glass  manufacturing  plant. 

Another  source  of  low-cost 
funds  are  loans  issued  under  the 
terms  of  the  Revenue  Bond  and 
Mortgage  Act.  Revenue  Bond 
money  can  be  used  to  finance  ex- 
pansion, construction,  and  the 
purchase  of  new  equipment. 

While  both  PIDA  and  Revenue 
Bond  financing  assist  the  develop- 
ment of  specific  industries,  other 
funding  programs  are  directed  to- 
ward stimulating  the  development 
of  entire  regions  of  the  state. 

One  such  program  is  the  Penn- 
sylvania Appalachia  Program. 
With  state,  federal  and  local  funds, 
the  Appalachia  Program  has 
helped  build  highways  and  air- 
ports, restore  previously  inactive 
mining  areas,  develop  water  re- 
sources, and  upgrade  job  skills. 

A  similar  job  is  performed  by 
the  Bureau  of  Minority  Business 
Development.  Instead  of  dealing 
with  disadvantaged  areas,  this 
agency  aids  disadvantaged  minor- 
ity groups  by  finding  sources  and 
methods  of  financing  business  ven- 
tures, locating  contracts,  explor- 
ing new  technologies,  and  by 
acting  as  a  general  clearinghouse 
for  valuable  information. 

Our  funding  programs  are  de- 
signed  to  meel  all  the  varied  needi 

of   today's    business.    I  lire,    small 
firms  can  git  the  fundi  thc\   need 
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1974  WAS  OUR 

BEST  YEAR  YET. 


HERE'S 

1 974  was  q  record-breaker 

Allegheny  Ludlum  Industries  had 
sales  of  $98 1,924,000- 
a  record.  Net  earnings 
of  $45,071,000,  com- 
pared to  $31,1 81,000 
in  1 973.  Also  a  record. 

Earnings  per  share  rose 
from  $5.30  in  1 973  to 
$8. 15  in  1974;  return 
on  shareholders'  invest- 
ment went  from  1 1 .45% 
to  14.80%. 

We  introduced  new 
products  and  processes, 
improved  productivity, 
acquired  new  com- 
panies, strengthening 
our  diversified  base. 


j& 


STORY: 


**m 


Every  company  and 
division  on  our  roster 
contributed  to  profits. 

Dividends  were  in- 
creased, corporate 
f-\  debt  reduced,  work- 
I  ing  capital  increased. 

1  If  all  this  sounds  too 
good  to  be  true,  send 
for  our  Annual  Report. 
It  tells  the  whole  story. 

ALLEGHENY 

LUDLUM 

INDUSTRIES 

Oliver  Building, 
Pittsburgh,  Po.  15222 
Coll  (412)  261-5307 
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to  grow;  established  firms  can  ob- 
tain the  funds  they  need  for  new 
facilities  and  new  equipment;  and 
large  corporations  can  get  the 
funds  they  need  to  launch  major 
capital  projects. 


Pennsylvania  offers  a  wealth 
of  non-financial  aid. 


Realizing  that  not  all  business 
needs  are  a  matter  of  money,  Penn- 
sylvania provides  a  wide  spectrum 
of  supplementary  services. 

To  assist  firms  planning  new 
facilities,  the  Bureau  of  Economic 
Development  has  formed  two 
teams  of  highly-trained  specialists. 
One  team  deals  with  inquiries  and 
problems  relating  to  the  financing 
of  new  projects,  expansion,  inter- 
national trade,  science  and  tech- 
nology,   economic    assistance, 


Research,  technology, 
and  location  combine 


d  labor,  transportation 
:reate  a  vast  number  of 
industrial  parks. 

travel,  state  and  federal  economic 
aid,  minority  business  develop- 
ment, and  statistical,  research  and 
planning  data. 

The  other  team  is  geared  to  offer 
valuable  site  selection  guidance.  It 
is  made  up  of  men  with  a  thorough 
knowledge  of  available  sites 
throughout  the  state  — including 
existing  buildings  and  "shells" 

By  locating  and  supplying  tech- 
nical information  from  a  wide  net- 
work   of   statewide    sources,    the 


Pennsylvania  Technical  Assist- 
ance Program  has  saved  businesses 
thousands  of  hours  and  dollars  in 
research.  One  firm  estimated  a 
savings  of  $100,000  for  research. 

The  Pennsylvania  Science  and 
Engineering  Foundation,  provides 
research  and  development  funds 
for  specific  projects  that  are  ex- 
pected to  contribute  to  the  general 
welfare  of  the  state. 

And  the  Governor's  Science 
and  Advisory  Council  works  to 
promote  technological  progress  by 
assigning  priorities  for  research 
and  development  projects. 

Pennsylvania  makes  these  and 
other  services  available  to  make 
sure  that  our  industries  stay  on  top 
of  innovations  and  developments. 
If  we  can  make  the  difference  be- 
tween staying  competitive  and 
falling  behind,  we'll  do  it. 


Pennsylvania  helps  you  find  and 
enter  foreign  markets. 

Both  those  companies  actively 
exporting  and  seeking  ways  to  ex- 
pand their  markets,  and  those 
companies  not  yet  exporting,  but 
wishing  to  enter  international 
markets,  are  assigned  by  the  Bu- 
reau of  International  Commerce. 

The  Bureau's  Foreign  Trade 
Referral  Service  seeks  out  foreign 
importers  in  search  of  new  sup- 
pliers and  helps  Pennsylvania 
firms  locate  foreign  agents. 

The  Bureau  works  with  the  U.S. 
Department  of  Commerce  to  help 
place  Pennsylvania  firms  in  over- 
seas trade  shows.  Its  trade  missions 
give  foreign  distributors  a  chance 
to  study  Pennsylvania  products. 

And  workshops  organized  by 
the  Bureau  give  non-exporters  a 
chance  to  learn  from  experienced 


foreign  traders. 

The  state  also  actively  seeks  out 
foreign  investment.  We  can  supply 
the.  potential  investor  with  com- 
prehensive reports  on  the  state's 
many  advantages,  and  assist  in 
finding  partners  for  joint  ventures. 

Pennsylvania  has  opportunity. 

Pennsylvania  continues  to  build 
upon  a  tradition  of  opportunity 
that  goes  all  the  way  back  to 
Colonial  days,  when  its  unique 
blend  of  sophisticated  lifestyle  and 
thriving  commercial  activity 
attracted  many  of  the  leading  mer- 
chants, artists  and  thinkers  of  the 
time  (and  some,  like  Benjamin 
Franklin,  who  were  all  three 
rolled  into  one).  That  tradition  of 
opportunity  is  as  alive  today  as  it 
was  200  years  ago. 

"As  the  Bicentennial  draws 
near,  and  Pennsylvania  prepares 
to  assume  its  role  as  host  to  the 
nation,  it's  a  good  time  to  consider 
the  pivotal  position  Pennsylvania 
has  enjoyed  throughout  America's 
history.  For  two  hundred  years, 
Pennsylvania  has  been  the  ideal 
location  for  the  man  who  seeks  an 
environment  in  which  he  can  raise 
both  his  business  and  his  family. 
Bring  your  business  and  your  fam- 
ily to  Pennsylvania.  Make  a  fresh 
beginning   in   the   state    where 


America  began! 


Bicentennial 
Pennsylvania 


Milton  J.  Shapp 
Governor 


So  your  ihildrvn  can  tell 

1 1 ii  ii  i  liildrvn 
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PERFORMANCE. 


Compare  our  performance 

with  the  S&P  500.  Or  with 
the  performance  of  your 
own  employee  benefit  fund. 


Our  philosophy  in  investing  for  your 
benefit  fund  is  basic:  less  downside  risk  with 
upside  performance  equal  to  or  slightly  better 
than  the  market. 

We  believe  that  this  philosophy,  and  our 
performance,  could  be  good  for  you.  Consider 
these  5-year  comparisons  of  our  Equity  Fund 
relative  to  the  S&P  500: 


you  might  be  interested  in  the  relative  per- 
formance of  our  Equity  and  Special  Equity 
Funds  as  ranked  by  Frank  Russell  Co.,  Inc.,  over 
a  4-year  period.  It  is  as  follows: 


Equity 

S&P 

Year 

Fund 

500 

1970 

+  0.4% 

+  3.9% 

1971 

+  16.4% 

+  14.3% 

1972 

+  13.3% 

+  18.9% 

1973 

- 13.2% 

-14.8% 

1974 

-   6.8% 

-26.5% 

5-year  com- 

pounded rate: 

+   1.4% 

-  2.1% 

Bank 

Bank  Special 

Equity  Funds 

Equity  Funds 

Universe: 

Universe: 

87  to  91  Funds 

33  to  35  Funds 

First 

First 

Pennsylvania    Funds 

Pennsylvania    Funds 

Standing     Measured 

Standing     Measured 

lyr. 

#2                91 

#1                35 

2yrs. 

#4                90 

#3                35 

3yrs. 

#5                88 

ttl               35 

4yrs. 

#6                87 

ttl                33 

Consider,  too,  the  performance  of  our 
Special  Equity  Fund.  It  is  comprised  of  equities 
in  emerging  companies  with  good  earnings 
records,  relatively  thin  "float','  and  therefore 
more  volatile  prices.  Thus  it  is  less  comparable 
to  the  S&P  500.  But  as  a  matter  of  note  its 
5-year  compounded  rate  of  return  was  +11.5%. 

Our  performance  relative  to  the  per- 
formance of  your  own  professionally  managed 
benefit  fund  could  be  just  as  revealing.  It  is  a 
comparison  you  should  make  for  yourself,  or  we 
can  do  it  with  you. 

As  a  standard  of  comparison,  though, 


As  a  final  measure,  consider  the  perform- 
ance of  our  Fixed  Income  Fund,  which  consists 
of  investments  in  corporate  bonds  and  con- 
vertible securities.  Its  5-year  compounded  rate 
of  return  from  1969  to  1974  was  +7.2%.  As  a 
standard,  consider  the  Salomon  Brothers  High 
Grade  Corporate  Bond  Index.  Over  the  same 
period,  its  compounded  rate  of  return  was 
+6.7%. 

In  addition  to  performance,  we  offer  you 
commitment.  We  also  offer  open  lines  of  com- 
munication, and  the  expertise  of  our  corporate 
economists  and  research  analysts.  To  make  our 
performance  and  commitment  work  for  you, 
call  Al  Lawrence,  Vice  President,  at  215- 
786-8820,  or  Jim  Tobin,  Vice  President,  at 
215-786-7617. 


We  can  make  the  difference. 


V 


First  Pennsylvania  Bank 

Trust  &  Investment  Group,  Philadelphia,  Pa.  19101. 


»  1975  F.riiPennsylvtn.a  Bank  -.  MtmtwrF.OIC. 
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35^39  retired  people 
depend  on  pension  checks 
from  Bethlehem  Steel 


Bob  Jenkins's  monthly  pension  check  from  Bethlehem  Steel  will  arrive  as 
regular  as  clockwork.  Bob  owns  his  home  in  Bethlehem,  Pa.  He's  a 
Trustee  of  his  church,  and  a  member  of  the  Elks.  Bob  expects  "to  travel 
more  than  I've  been  able  to,  visit  my  two  married  daughters  and  their 
families,  and  do  a  lot  more  of  my  favorite  hobby — bowling." 


Bob  Jenkins 
is  one  of  them 

Bob  Jenkins  started  at  our  Bethlehem, 
Pa.,  steel  plant  as  a  chipper  in  the  bil- 
let yards. 

When  Bob  decided  last  September  to 
retire,  he'd  advanced  to  temporary 
foreman.  He  was  a  valuable  member 
of  our  work  force  for  forty  years. 

Now  Bob's  a  member  of  another 
Bethlehem  Steel  "family" — our  re- 
tirement family.  It's  35,139  members 
strong  at  this  writing  and  growing 
every  year.  In  1974,  for  example, 
3,521  Bethlehem  employees  retired 
and  are  now  receiving  their  monthly 
pension  checks. 

Bethlehem's   pension  plan  was   es- 
tablished in  1923  and  has  been  ex- 
panded  and  improved  many  times 
since  then.  In  the  past  52  years,  over 
$782,000,000  has  been  paid  to  more; 
than  66,500  pensioners.  In  1974,  our! 
payments    to    pensioners    totaled 
more  than  $105,000,000,  including! 
monthly  payments  made  to  almost 
2,400   co-pensioners    and   surviving 
spouses. 

In  simple  terms,  the  American  Dream 
is  to  work  at  the  job  of  your  choice, 
retire,  and  be  financially  independent 
to  live  in  comfort  and  dignity.  Private! 
pension  plans,  such  as  Bethlehem'si 
help  to  make  that  dream  come  true. 


Bethlehem 
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The  Best  Growth  Business 

Batteries— of  all  things— are  one  of  today's 

hottest  items.  Look  at  all 

the  giant  corporations  marching  into  the  business. 


Among  tycoons,  Philip  R.  Mallory  is 
a  rarity.  He  owes  his  sizable  fortune 
and  his  life  as  well  to  his  business. 

In  the  late  Forties,  as  senior  ex- 
ecutives tell  the  story  at  P.R.  Mallory 
&  Co.  Inc.  (1974  sales:  $249  mil- 
lion ) ,  Mallory  faced  a  critical  deci- 
sion: Put  up  a  bundle  of  cash  or  close 
down  his  floundering  battery  business. 
Mallory  then  was  big  in  capacitors  and 
timing  devices;  but  it  was  a  pygmy 
against  Union  Carbide's  Eveready  di- 
vision in  dry-cell  batteries. 

Mallory  spent  heavily  on  research 
and  technology  for  new,  exotic  types 
of  batteries.  Now  90  and  snowy- 
haired,  Mallory  is  still  active  in  the 
family-controlled  business— thanks  to 
the  tiny  Mallory  batteries  powering 
his  cardiac  pacemaker. 

Batteries  proved  a  lifesaver  for  the 
company,  too.  Though  only  a  third  of 
P.R.  Mallory 's  revenues  last  year  came 
from  batteries,  tifo-thirds  of  its  pre- 
tax profits  ($10  million  total)  did. 

Today  batteries  are  one  of  the  hot- 
test businesses  going.  They  are  a  $1.5- 
billion  market  in  the  U.S.  and  pushing 
$4  billion  worldwide.  A  good  many 
very  big  companies  are  crowding  in 
for  a  piece  of  the  action. 

Last  summer  International  Nickel 
and  United  Technologies  Corp. 
(United  Aircraft)  locked  horns  in  the 
most  exciting  takeover  battle  of  re- 
cent memory.  Their  quarry:  ESB 
Inc.,  the  world's  largest  battery  mak- 
er. Inco  won,  but  not  before  it  paid 
$234  million  and  bid  ESB's  stock  up 
from  19  to  41,  fully  40%  above  book 
value  in  a  dull  stock  market. 

A  passel  of  companies  led  by  Ex- 
xon, Gulf  &  Western,  Eltra  and  Ford 
are  in  the  market  in  a  big  way. 
General  Electric  swept  from  nowhere 
to  take  the.  lead  in  rechargeable  nick- 
el-cadmium batteries.  Conglomerate 
builder  Ben  Heineman  paid  a  premi- 
um price  to  snap  up  General  Battery 
for  his  Northwest  Industries  in  1973. 
And  now  there's  a  foreign  invasion  of 
the  U.S.  market.  Britain's  Chloride 
Group  and  France's  SAFT  have 
bought  a  handful  of  smallish  U.S.  bat- 
tery makers,  -while  Germany's  top  bat- 
tery producer,  Varta  AG,  is  expanding 
in  Canada  with  an  eye  on  the  U.S. 

'The  battery  business,"  says  Ray- 
mond Schaefer,  a  top  Inco  official  in 
New  York,  "stood  out  dramatically 
among  40  to  50  industries  we  looked 
at  when  Inco  wanted  to  diversify." 


What  attracts  Inco  and  the  big- 
name  companies  like  moths  to  a  flash- 
light is  simply  this:  Batteries  are  non- 
polluting  packaged  power,  a  sure 
growth  item.  The  possibilities  are 
endless— electric  cars,  storage  bat- 
teries to  help  harness  solar,  wind  and 
tidal  power,  even  batteries  as  big  as 
apartment  buildings  to  act  as  "load 
levelers"  for  tomorrow's  nuclear  pow- 
er stations.  Gould  Inc.  Vice  President 
David  L.  Douglas  predicts  that  by  the 
year  2000,  5%  of  all  energy  used  in 
the    U.S.    may    come    from    batteries. 

Right  now,  however,  the  promise 
exceeds  the  reality.  In  fact,  the  auto 
battery  business  is  down  badly. 

The  auto  battery  business  accounts 
for  roughly  60%  of  all  battery  sales 
in  dollar  terms.  A  mild  winter  plus 
the  recession  clipped  auto  battery 
sales  by  30%  in  both  January  and 
February.  "They  were  terrible 
months,  almost  disastrous,"  says  Presi- 
dent Chester  O.  Wanvig  Jr.  of  Globe- 
Union  Inc.,  Sears'  battery  maker. 

Only  one  auto  battery  in  five  is 
sold  as  original  equipment,  but  it's 
still  a  cutthroat  business;  in  barely 
two  decades  the  number  of  car-bat- 
tery makers  of  any  size  has  shrunk 
from  more  than  100  to  fewer  than 
20.  Today  a  handful,  led  by  Globe- 
Union,  Gould,  ESB  and  General  Mo- 
tors' Delco-Remy,  command  80%  of 
the  business.  Ahead,  with  car  sales 
down  and  with  some  replacement 
batteries  guaranteed  for  the  life  of 
the  car,  growth  may  hover  around 
4%  vs.  6%  in  the  late  1960s,  says  A.D. 
Little's  battery  analyst,  James  George. 

Visions  Of  Sugarplums 

But  don't  worry.  Inco  and  the  oth- 
er giants  haven't  paid  to  get  into  a 
fading  business.  Today's  car  market 
is  strictly  bread-and-butter  busi- 
ness. The  jam  will  come  from  supply- 
ing batteries  for  tomorrow's  electric 
vehicles  (see  box,  p.  79)  and  cater- 
ing to  a  coming  explosion  of  bat- 
tery-run consumer  goods. 

Dry-cell  batteries— essentially  the 
type  you  pop  into  flashlights,  toys  and 
transistor  radios— amount  to  a  $550- 
million  market  at  retail.  That  makes 
batteries  a  bigger  consumer  item  than 
toilet  paper  or  light  bulbs  and  al- 
most twice  as  big  as  razor  blades. 
But  it's  a  tricky  market,  changing  fast 
with  new  technology. 

Union    Carbide,    with    almost    half 


A  Battery  Lift.  The  new  federal  health 
and  safety  rules  give  battery-powered 
vehicles  a  real  edge  over  gas-run 
ones.  "We're  the  only  big  country  still 
mainly  using  gas,"  says  ESB's  Port. 

the  primary  or  nonrechargeable  mar- 
ket, is  still  the  company  to  beat  in 
dry  cells.  But  lately  Mallory,  ESB's 
Ray-O-Vac  and  GE  have  pushed 
further  ahead  with  newer  and  more 
profitable  types  of  batteries.  Carbide's 
primary  strength  is  in  zinc-carbons— 
those  cheap,  bulky  batteries  that  al- 
ways seem  to  fade  out  halfway 
through  Christmas  morning.  Though 
zinc-carbons  sell  well  enough  abroad 
where  the  transistor  radio  cult  is  still 
developing,  the  U.S.  market  is  flat. 
U.S.  consumers  seem  willing  to  pay 
twice  as  much  for  longer  lasting  alka- 
line-manganese batteries.  And  the  re- 
chargeable nickel-cadmium  and  the 
pill-sized  mercury-zinc  and  silver-zinc 
batteries  are  increasingly  popular 
among  designers  of  consumer  goods. 

The  alkaline-manganese  and  nick- 
el-cadmiums go  into  the  35  million 
hand-held  calculators  now  in  con- 
sumers' hands,  for  example.  This  may 
be  a  rotten  year  for  new  calculator- 
sales,  but  calculator  batteries— like  ra- 
zor blades— are  a  fast-growing  repeat 
business.  Another  big  market  is  gar- 
den shears  and  hedge  clippers.  Black 
&  Decker  is  talking  of  a  new  portable 
tool  every  year,  and  battery  men  are 
enthusiastic  over  battery-run  screw- 
drivers, staplers,  portable  TV7  cam- 
eras, lawn  mowers  and  watches 
(Forbes,  Feb.  15).  Last  year  some 
$4  million  worth  of  batteries  went  in- 
to watches.  Each  watch  uses  one  to 
two  batteries  a  year  at  $2.50  each.  A 
200-million  solid-state  market— not 
out  of  the  question— translates  into 
SI  billion  in  watch  batteries  alone! 

A  couple  of  the  manufacturers 
have  come  up  with  innovations  to  re- 
move    consumers'     perennial     gripes 
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This  is  the  first  in  a  series  of  Bicentennial  messages 
presented  by  Richmond  Corporation. 

IF 

Patrick  Henry 
Were  Alive 


f  Patrick  Henry  were 
alive  today  and  able 
to  make  his  voice  heard 
above  the  babel  of 
the  70s,  he'd  have  an 
earful  to  tell  the  American 
people.  And  I  doubt  if  they 
would  forget  any  sooner  than 
they  have  forgotten  his  stir- 
ring plea  at  the  birth  of  our 
nation—  "I  know  not  what 
course  others  may  take; 
but  as  for  me, . . .  give  me 
liberty  or  give  me  death. " 

I  think  it  would  go 
something  like  this: 

"When  I  addressed 
you  on  that  memorable 
occasion  over  200 
years  ago,  I  was  warning 
you  against  becoming 
forever  slaves  to  Euro- 
pean tyranny.  The 
enemy  then  was  George 
III  of  England  who 
wanted  to  squeeze  his 
American  colonies  dry  of 
their  money,  their 
possessions,  and  their 
human  dignity.  They  were 
emotional  times  which 
demanded  the  ultimate  sacri- 
fice from  patriots  who  felt 
strongly  about  freedom. 

"Of  course,  by  the  time 
our  Constitution  was  written, 
things  had  auieted  down. 
Thomas  Jefferson  and  his 
cohorts  had  devised  the  first 
blueprint  for  a  government  of, 
by,  and  for  the  people  ever 
written.  The  United  States 


TODAY 


BY  BARRY  GOLDWATER 


was  to  be  equipped  with  a 
system  of  checks  and  balances 

foverning  the  Executive, 
legislative,  and  Judicial 
branches  in  a  way  that  would 
forever  protect  the  U.S.  from 
the  dangers  of  tyranny,  dicta- 
torship, and  totalitarianism. 


"What  none  of  us  ever 
imagined  was  the  concentra- 
tion of  enormous  government 
Eower  in  the  hands  of  a 
ureaucracy  built  ostensibly 
to  alleviate  human  suffering 
and  better  the  lot  of  the  poor, 
the  crippled, and  the  disad- 
vantaged. Nor  did  we 
consider  the  possibility  of 
an  age  of  permissiveness 
during  which  people 
boldly  decided  for 
themselves  what  laws 
were  'moral  enough' 
for  them  to  obey. 
Nor  did  we  allow  for 
a  period  in  which 
our  business  system 
and  our  Defense 
Establishment  were 
'fair  game'  for  the 
power  brokers 
in  Congress  and  other 
critics  who  needed  a 
scapegoat  upon  which  to 
blame  the  nation's  ills. 
"In  such  an  atmos- 
phere, under  such  condi- 
tions, I  would  speak  out  for 
truth  and  honesty  and  a 
freedom  based  on  ordered 
justice  and  in  which  all  laws, 
good  and  bad,  were  obeyed. 
My  message  would  be  easily 
condensed  into: 

"Give  me  Freedom,  But 
Never  Anarchy." 


Richmond  Corporation  affiliates:  The  Life  Insurance  Company  of  Virginia  /  Lawyers  Title  Insurant  e<  lorporation  /  Leatherby  Companies, 
Inc.  /  Morton  G.  Thalhimer,  Inc.  /  Insurance  Management  Corporation/  First  Virginia  Management  and  Resean  h  <  orporation/l  >ANAC 
Real  Estate  Corporation  /Systems  Engineering  Corpoi.it  ion  /Old  Equity  Life  Insurance  Company. 


§  he  kind  of  thinking 
that  made  America 
•rvo^j  strong,  will  keep 
$j&  America  strong. 

This  is  one  in  a  series  of 
messages  designed  to  highlight 
the  qualities  that  give 
strength  to  our  country's 
past,  present,  and  future, 
through  contemporary  inter- 
pretations of  the  views  of 
great  Americans. 

We  at  Richmond  Corpora- 
tion are  pleased  that  Senator 
Barry  Goldwater  agreed  to 
participate  in  the  series.  Like 
Patrick  Henry  he  is  vitally 
concerned  with  the  cause  of 
liberty  and  the  strength  of  the 
American  nation. 

On  March  23, 1775 
when  Patrick  Henry  delivered 
his  famous  "Give  me  liberty 
or  give  me  death"  speech  at 
St.  John's  Church  in  Richmond, 
Virginia,  America  was  in 
turmoil. 

But  the  times  and  events 
themselves  seemed  to  com- 
bine to  produce  the  kind  of 
thought  and  action  required 
to  overcome  the  problems. 

At  Richmond  Corporation 
we  are  confident  that  when- 
ever America  and  Americans 
face  hardship  and  crisis,  this 
heritage  of  thought  and  action 
will  come  to  the  fore.  The 
adversity  and  our  responsive- 
ness to  it  ultimately  will 
make  us  a  stronger  nation. 

Richmond  Corporation,  with 
consolidated  assets  of  more 
than  $1.3  billion,  is  a  finan- 
cial services  organization 
with  affiliates  in  life,  health, 
casualty  and  title  insurance; 
real  estate  development;  sales 
and  management;  general 
insurance  marketing;  pre  - 
mium  financing;  mutual  fund 
sales  and  management;  and 
computer  software  and 
facilities  management.  Write 
for  our  annual  report. 
BIG  ON  AMERICA, BIG  IN  AMERICA. 

RICHMOND 

CORPORATION 

914  Capitol  St.,  Richmond,  Virginia  23219 


Senator  Goldwater's  participation  does 
not  constitute  an  endorsement  of  Richmond 
Corporation  or  its  affiliates. 


about  batteries.  GE,  for  one,  is  mar- 
keting a  $10.95  recharging  unit  for 
all  sizes  of  batteries.  Mallory  has  in- 
troduced Duracell  Flat-pak,  a  car- 
tridge containing  two,  four  or  six  cells 
that  makes  for  both  convenience  and 
better  product  design.  Early  sales 
were  brisk,  proving  again  what  East- 
man Kodak  and  International  Busi- 
ness Machines  learned  with  film  rolls 
and  typewriter  ribbons:  Consumers 
don't  mind  shelling  out  extra  pennies 
for  convenience. 

Everything  isn't  rosy.  The  blight  in 
consumer  spending  coincided  with  a 
surge  in  new  capacity  for  nickel-cad- 
mium batteries,  wiping  out  a  lot  of 
profits.  But  batteries  are  bound  to 
score  big  as  the  economy  recovers. 
Further   ahead   lies   the   dream    of    a 


"hundreds  of  millions  of  dollars  a 
year  market"  for  superstorage  bat- 
teries that  will  enable  the  electric 
utilities  to  build  plants  for  normal 
rather  than  peak  demand.  The  trick 
is  creating  the  battery  to  do  the  job. 
Exxon  is  working  with  lithium.  Gulf 
&  Western  with  zinc-chloride.  Ford 
and  GE  are  trying  sodium-sulfur. 
"We  think  we're  within  shooting  dis- 
tance of  something  that's  competi- 
tive," says  a  GE  scientist  in  Sche- 
nectady, N.Y.  GE  hopes  to  have  a 
pilot  plant  operating  by  1981. 

It's  small  wonder  the  giant  com- 
panies are  putting  down  stakes  in 
readiness  for  the  battery  bonanza. 
Sure,  they're  gambling,  but  old  Philip 
Mallory  was  right  once  before  and 
he'll  probably  be  right  again.    ■ 


Off  and  Running  (Silently) 


Before  World  War  I  Thomas  Edi- 
son talked  Henry  Ford  I  into  making 
some  battery-operated  cars.  But  as 
you  probably  noticed,  they  never 
caught  on.  The  stumbling  block  was 
weight.  And  it  still  is  today.  The  cur- 
rent lead-acid  battery  can  power  a 
car  at  speeds  up  to  35  mph  for  only 
50  miles  before  needing  a  recharge. 
That  makes  for  real  stop-and-go  driv- 
ing. A  lead-acid  battery  able  to  go, 
say,  500  miles  would  simply  weigh 
too  much— up  to  eight  tons. 

But  the  weight  problem  may  be 
nearly  solved.  "We've  got  the  battery 
under  control,"  says  a  spokesman  for 
Westinghouse  Corp.,  which  claims  that 
its  nickel-iron  battery  packs  twice  the 
wallop  of  comparable  lead-acid  mod- 
els. "All  we  need  now  is  the  vehicle." 

Representative  Mike  McCormack 
^Dem.,  Wash.)  is  sponsoring  a  bill 
to  spend  $120  million  over  the  next 
three  years  on  battery-powered  elec- 
tric vehicle  research  and  get  10,000 
EVs  on  the  road  by  1978. 

Three  electric  buses  are  already  on 
the  Long  Beach,  Calif,  streets,  and 
wives  of  Exxon  scientists  in  Linden, 
N.J.  regularly  drive  to  local  super- 
markets in  experimental  electric  vans. 
In  Japan,  Toyota  Motor  last  month 
stole  a  march  over  other  carmakers 
when  it  unveiled  its  five-passenger 
electric  car.  "In  the  next  four  years," 
says  President  Frederick  Port  of  ESB 
Inc.  (now  part  of  International  Nick- 
el Co. ) ,  "the  small  electric  vehicle  will 
become  important  for  mail  and  milk 
deliveries." 

In  fact,  Gould  Inc.  and  AM  Gen- 
eral, a  subsidiary  of  American  Mo- 
tors, this  summer  will  deliver  350  bat- 
tery-run vans  to  the  U.S.  Postal  Ser- 
vice as  part  of  a  projected  6,000-ve- 
hicle  order.  The  trouble  is,  each  costs 
about  $3,000  more  than  a  convention- 
al postal  van. 


Will  the  higher  initial  costs  keep 
electric  cars  out  of  consumers'  hands? 
Gould  Chairman  William  Ylvisaker 
says  hopefully,  "For  consumers  we 
could  sell  the  car  and  lease  the  bat- 
tery." The  idea  has  appeal.  Electric 
vehicles  may  not  travel  far,  but  their 
running  costs  are  only  4  cents  a  mile 
vs.  9  cents  for  gas-powered  cars. 

While  the  battery  men  await  an 
on-the-road  car  breakthrough,  they 
are  busy  serving  an  existing  electric 
vehicle  market.  In  four  years  battery 
sales  for  electric  golf  carts  jumped 
60%  to  1  million  units.  And  there's  a 
$200-million  battery  market  for  elec- 
tric forklift  trucks  and  other  materials- 
handling  equipment.  Now,  thanks  to 
1970's  Occupational  Safety  &  Health 
Act  (which  should  increasingly  limit 
carbon  monoxide  pollution  in  fac- 
tories), such  electric  vehicles  should 
multiply.  "Frankly,  it  was  OSHA  that 
made  us  come  into  the  U.S.  market," 
said  Chloride  Group  Chief  Executive 
Michael  Edwardes  when  Forbes 
asked  why  Chloride,  with  70%  of  Brit- 
ain's industrial  battery  market,  had 
suddenly  acquired  three  U.S.  battery 
makers.  To  Edwardes,  it  would  be 
no  surprise  if  the  U.S.  market  dou- 
bled in  five  years. 
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Revival  Or  Relapse? 

Nearly  broke  in  1972,  Boise  Cascade  had  record  earnings 
in  1973  and  1974.  But  now  they're  sliding  again. . . . 


John  Fery  skillfully  used 
the  boom  in  forest  prod- 
ucts to  save  Boise  from 
disasters  in  land  and 
housing  developments. 
With  the  economy  now 
in  a  slump,  Fery  has 
been  a  vigorous  propo- 
nent of  cutting  paper 
production  rather  than 
prices.  "If  we  cut  prices, 
you're  not  going  to  use 
more  paper.  If  we  can 
preserve  price  levels,  we 
can  still  make  a  fair  re- 
turn on  invested  capital." 


There's  no  doubt  that  Boise  Cascade 
came  back  from  the  grave's  edge. 
Three  years  ago  the  $1.4-billion-sales 
forest  products  company  was  all  but- 
bankrupt,  with  a  crushing  debt  load 
($1  billion,  vs.  $600  million  in  equi- 
ty), a  bewildering  variety  of  busi- 
nesses (from  forest  products  to  maga- 
zine publishing  to  Latin  American 
utilities),  horrendous  write-offs  ($320 
million  pretax),  a  raft  of  real-estate- 
related  lawsuits  (the  final  settlements 
could  cost  $27.5  million)  and  a  rec- 
ord loss  of  $171  million. 

Last  year,  by  contrast,  it  earned 
$104  million,  for  a  new  record  of 
$3.51  per  share.  But  this  year  will  be 
nowhere  near  as  nourishing,  with 
housing  still  a  shambles  and  the  econ- 
omy, to  which  Boise's  paper  output  is 
closely  tied,  mired  in  a 
recession.  How  real  is 
Boise's  turnaround? 

"The  turnaround  is 
genuine,"  answers  tall, 
athletic-looking  John 

Fery,    45,     Boise's    boss 
since  1972. 

You  would  hardly  ex- 
pect  him    to    say   other- 
wise, but  Fery  should  be 
able  to  recognize  a  prob- 
lem    better    than     most. 
He    was    a    protege    of 
Robert  Hansberger,  who 
made     Boise     a     major 
wood  and  paper  compa- 
ny starting  in  the   1950s 
and    then    launched    the 
company's  disastrous  di- 
versification effort.  What 
brought     Boise     to     the 
brink     were    an    ill-con- 
trolled,   overambitious    building    and 
lot-sales   program   plus   some   dubious 
Latin  American  bonds    ($237  million 
worth)  and  utilities  acquired  in  1969 
with  Ebasco  Industries. 

Upon  taking  over,  Fery  quickly 
ended  Hansberger's  beloved  "free- 
form"  management  style.  He  sold  off 
most  of  the  acquisitions  and  a  batch 
of   the   bonds    for   over    $400    million 


cash,  and  he  settled  the  real  estate 
suits  that  grew  from  Boise's  aggressive 
lot-  sales  in  California.  But  he  care- 
fully retained  Boise's  respected  forest 
products  management. 

"We  were  lucky  we  had  our  trou- 
bles in  1972  rather  than  1974,"  says 
Fery.  Boise  was  divesting  when  the 
economy  was  booming  and  others  v, 
anxious— and  able— to  buy.  By  the  end 
of  1974  Boise  had  a  manageable 
$490.9-million  debt  load  and  a  re- 
spectable balance  sheet  with  an  0.6- 
to-1  debt/equity  ratio.  "And  that," 
says  Fery  proudly,  "included  $134  mil- 
lion of  real  estate  debt  and  the  present 
value  of  future  lease  payments." 

Are  there  any  unpleasant  surprises 
ahead?  Boise  wants  out  of  the 
estate  business  by  1977,  but  its 
fourth-quarter  statement  carried  a 
troubling  note:  "If  the  economy  con- 
tinues to  decline,  further  depressing 
the  real  estate  industry,  it  is  possible 
that  this  period  will  be  extended." 

Fery,  however,  insists  the  compa- 
ny can  afford  to  wait.  Boise  has  $150 
million  of  realty  receivables  (after  a 
$25-million  reserve)  that  are  8756  cur- 
rent, up  from  80%  a  year  ago.  Most 
of  that  is  lot-sales  paper.  "A  plus  is 
their  age.  It's  pretty  hard  for  a  person 
to  walk  away  from  something  in  which 
he  has  a  five-year  investment." 

Boise  also  has  land  held  for  sale  on 
the  books  at  $86  million,  but  aft<  I 
$56-million  reserve.  "A  lot  of  that 
land  is  in  Hawaii,"  notes  Fery,  "and 
we  don't  think  Hawaiian  land  is  go- 
ing to  fall  in  value." 

As  for  the  $55  million  of  realty  J 
debentures  coming  due  in  June,  says 
Fery,  "Our  realty  operation  has  over 
SrJO-million  cash."  In  fact,  Boise  has 
already  bought  $20  million  ot  the  de- 
bentures on  the  market.   And  beyond 

that,  Boise  has  $54  million  in  gei I 

real   estate   reserves.    "Real   estate 
now  contributing  to  our  cash  Bow, 
sums  up  Fery— a  far  cry  from  the  lit- 
nation  three  veais  ago. 

Fery  is  equally  sanguine  about  I 
in   America.    "Our    investment    there 


TOTAL  PERFORMANCE* 

has  made  the  Ben  Hogan 

Apex  Ball  the  No  l  Money 
Winner  on  the  PGATour 


land  it  will 
perform  for  you! 


The  ultimate  test  for  any  golf  ball  is  the 
PGA  tour! 

For  the  past  two  years  the  Ben  Hogan 
Apex  Golf  Ball  has  swept  the  tour  decisively 
to  become  the  No.  1  money  winner! 

The  Reason? 

Total  Performance! 

|>      73  and    74  winnings  statement  based  on  compilation 

of  official  ball  counts  and  official  reports  of  winnings  from  the  PGA  tour 
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*  Total  Performance  means  a  masterful 
combination  of: 
The  Distance  you  need 
The  Consistency  you  want 
The  Accuracy  you  require 

The  Ben  Hogan  Apex  Ball  performs  for  the 
Professionals  and  it  will  perform  for  you!  Try  it! 
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OUR  ORGANIZATION 

HAS  PLANS  FOR 
YOUR  ORGANIZATION. 


Just  give  the  word.  And  our 
industrial  development  ex- 
perts will  design  a  site 
selection  plan  for  you. 

In  Georgia,  we  mean 
business.  Our  16-man 
research  staff  will  conduct 
tailor-made  surveys  for  your 
company.  While  our  depart- 
mental representative  con- 
sults with  you.  Confi- 
dentially. 

We'll  work  closely  with 


all  state-wide  developers, 
including  banks,  railroads 
and  utilities.  Then,  using  a 
computerized  site  selection 
system,  we'll  match  your 
company's  requirements 
with  available  plant  sites 
and  buildings. 

Ready  to  take  a  good, 
hard  look  at  Georgia?  Con- 
tact our  organization.  The 
Georgia  Department  of 
Community  Development. 


Georgia  Department  of  Community  Development  moh 

Industry  &  Trade  Division.  Dept  FB-54 

Box  38097 

Atlanta.  Georgia  30334 


Name. 
Title_ 


I 
I 

I    GEORGIA. 

1 


•        -J  ■ 


Company 

Street  

City 


WE  MEAN  BUSINESS 


comes  to   $180  million.    We  ha 
aftertax  reserve  of  $77  million.  That 
means  we  could  lose  everything  and 
be  almost  whole." 

Meanwhile,  he  doesn't  expect  to 
lose  much  of  anything.  "We're  ne- 
gotiating with  the  Ecuadorian  gov- 
ernment on  our  utility  there  [the  only 
one  Boise  has  left  in  Latin  America 
carried  on  the  books  prereserve  at 
$26  million].  But  this  is  not  a  nation- 
alization issue."  Boise's  Chilean  and 
Brazilian  bonds  are  current,  and  Fery 
thinks  the  Brazilian  bonds  ($72-mil- 
lion  par  value)  could  be  used  to  buy 
forest  products  assets.  "Brazil  has  fi- 
ber. It's  one  of  the  few  places  with 
abundant  raw  materials." 

Final  Product 

If  you  assume  that  Boise  has  tidied 
up  its  assets,  the  next  logical  quel 
tion  is:  What  kind  of  operating  com- 
pany  is  it?'  Basically,  it  is  still  a  forest 
products  company,  half  in  wood,  half 
in  paper.  What's  to  distinguish  it  from 
the  rest  of  the  industry? 

"Good  balance,"  answers  Fery,  "that 
maximizes  raw  material  use,  and  the 
two  sides  tend  to  be  countercyclical! 
In  late  1973  Boise  announced  a  five- 
\ear  SI  1-billion  capital  program. 
About  one-fourth  was  for  mandatory 
pollution  controls  and  general  mainte- 
nance. But  not  a  penny  was  planned 
for  a  new  mill  or  paper  machines. 

Fery  says,  "People  don't  full)  un- 
derstand that  you  don't  have  to  ex- 
pand in  papei  making,  lumber,  ply- 
wood and  particleboard  to  earn  mon- 
e\  Fery  cites  as  Boise's  most  prom- 
ising areas  manufactured  housing  (of 
winch  it  is  the  largest  producer), 
building  materials  distribution. 
posite  cans  and  office  suppl)  distri- 
bution; each  of  the  last  two  ah 
accounts  for  $150-million  sales. 

On  the  wood  side,  Boise  still  lias 
its  old  problem  of  a  relative  lack  of 
owned  fiber:   on!)    252   ol    its  needs  i  v 

555  l"i  example,  for  competitor 
Georgia-Pacific,  That's  why  Fer)  puts 
SO  much  emphasis  on  fine  tuning 
converting  and  distribution. 

Furthermore,  he  is  not  optimistic 
about  1975:  "The  outlook  for  build 
ing  materials  is  sick,  bad,  awful.  \\V 
don't  see  much  turnaround  in  housing 
until  next  yeai  Paper  will  trudgl 
along,  operating  well  below  cap 
for  the  next  six  months.  Then  I  dunkl 
it  w  ill  pick  up." 

What     prospects     does     this     leave 
Boise?  Past  yeai  its  return  on  investa 
capital    m    forest     products    matched 
the  industr)  a\  erage    ( 'ant  it  d< 
ter     than     average?     Replies      I 
"\\  c \  e  got   the  balance,   peopli 
versification,    a    good    program    and 

cash.     Hell,    I    think    we're    above    av- 

already."  ■ 
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..We  get  people  talking  (To  23,000,000  people  we're 
the  telephone  company).. .We  brighten  their  lives 
(Sylvania  lighting  for  home,  industry  and  photo- 
graphy )...We  entertain  them  (Sylvania  color TVand 
stereo)...and  we  serve  their  needs  in  a  lot  of  other 
ways:  street  lighting,  microwave  systems,  earth  sta- 
tions for  Comsat,  electronic  telephone  equipment, 
powder  metallurgy,  specialty  inorganic  chemicals, 
television  picture  tubes,  dataltransmfssion,  quad- 
raphonic receivers, circuit  breakers,  telephone  di- 
rectories, mine-drilling  bits,  printed  circuit  boards, 
alumina  ceramics,  motor  control  cenmrs,  electrical 
metering  equipment, electronil  secirity  systems, 
tungsten  wire,  video  terminal*!  projector  lamps, 
welding  electrodes,  Sun  ftnn  mravieflights,  airport 
electronics,  automotive  s|eldctro- optic  sys- 

tems, digitaL^^^TT  •*  transceivers. 


General  Telephone  &  Electronics, 
One  Stamford  Forum,  Stamford,  Conn.  06904 





.We're  General  Telephone  &  Electronics,  a  growing 
concern  for  your  growing  needs. 


w  = 


SQ.  FT.  OF  MANUFACTURING  AND 
WAREHOUSING   SPACE   AVAILABLE 

NOW 


If  you're 
looking  for  an 
attractive  business 
environment,  look  to 
Central  Brevard  County. 
This  unspoiled,  tropical 
region  on  Florida's  Central  East 
Coast  has  a  wide  variety  of  existing 
buildings  and  over  100,000  sq.  ft. 
of  office  space  available  located  in 
the  flourishing  communities  of  Cape 
Canaveral,  Cocoa,  Cocoa  Beach, 
Merritt  Island,  and  Rockledge.  One 
or  more  of  these  buildings  should 
satisfyyour  particular  requirements. 
Write  or  call  us  today  for  full 
and  confidential  information  on 
available  labor  and  prevailing  rates, 
port  facilities,  transportation  and 
energy  resources. 

John  McCauley       Executive  Director 
Brevard  Economic  Development 
Council  Drawer  ■  C  •   F. 

2575  N.  Courtenay  Parkway 
Merritt  Island,  Florida  32952 
(305)  4530840 


BEAUTIFUL 

BREVARD 
COUNTY 

FLORIDA 


The  Careful  Conglomerator 


Petrolane  Inc.  is  a  diversified 
mishmash  that  meshes. 

Every  morning  an  aide  places  a 
manila  folder  on  Rudy  J.  Munzer's 
desk.  In  it  are  carbon  copies  of  each 
letter  sent  out  by  every  manager^of 
his  Petrolane  Inc.  the  day1  before. 
Munzer  reads  each  one. 

A  small  detail,  but  it  shows  how 
the  lean,  dapper  Munzer  manages  his 
company.  And  it  also  helps  explain 
why  he  is  beginning  to  emerge  as  the 
chief  executive,  of  the  most  effective 
conglomerates  this  side  of  Providence, 
R.I.'s  Textron  Inc. 

Munzer  began  diversifying  his  liq- 
uid petroleum  gas  distributing  com- 
pany in  1968,  not  long  after  James 
Ling  was  building  his  flaming  con- 
glomerate. But  obviously  Munzer  was 
playing  a  different  game. 

For  the  last  five  years,  Petrolane's 
earnings  have  grown  an  average  of 
16'/?  a  year  (helped  a  lot  by  last  year's 
72%  increase)  to  $21  million  on  sales 
of  $488  million,  dividends  have  in- 
creased 7%  and  return  on  equity  lias 
averaged  19%.  Also,  it  has  little  short- 
term  debt,  and  long-term  debt,  in- 
cluding lease  commitments,  is  equal 
to  only  40%  of  capital. 

"They  [the  other  conglomerate 
builders]  wanted  growth  for  growth's 
sake,"  says  Munzer,  a  naturally  con- 
servative man  who  is  inclined  to  wear 
muted  suits  ot  gray.  Munzer  wanted 
growth  he  could  build  on. 

After  Stanford  University  and  a 
Navy  hitch  during  World  War  II, 
Munzer  began  to  buy  and  sell  LPG 
in  Long  Beach,  Calif.  Eventually  he 
merged  his  outfit  with  Petrolane  and 
became  president  in  1957.  At  first  he 
kept  the  company  growing  bv  buying 
his  customers,  the  mom-and-pop  dis- 
tributors of  bottled  gas.  Hut  he  de- 
cided that  the  company  had  more  po- 
tential than  could  be  realized  in  LPG, 
so  lie  sought  a  company  in  an  equally 
stable  industry,  but  one  with  greater 
potential  and  a  better  cash  How  . 

first  he  boUghl  Stater  Bros.,  an 
especially  efficient  California  super- 
market chain  that  boasts  nearly  don 
ble  the  usual  industry  profit  margins. 
Then,  because  he  thought  oflshore 
drilling  would  have  to  pick  up  soon, 
lie  bought  Arthur  Levy,  a  boat  opera 
tor  that  sen  ices  rig  operators. 

Those    acquisitions    set    Petrolane's 

two     legs     of     diversification.     To     the 

supermarket  chain,  he  added  discount 
drugstores,  apparel  outlets  and  tire 
retailers  and  called  it  the  consumer 
products   division.    To   the   boat   opera 

tor,   he   added   a   directional   drilling 


company,  a  helicopter  service  and  an- 
other fiim  that  rescues  tools  and  what 
.have  you  from  oil  wells.  This  he  called 
the  petroleum  services  division. 

Munzer  is  in  the  enviable  position 
of  having  had  almost  all  acquisitions 
work  out  ev  en  better  than  he  planned. 
He's  the  first  to  admit  that  he  has 
been  lucky.  "This  company  has  al- 
ways been  good  at  planning,"  says 
Munzer,  sitting  in  his  sunny  office, 
"but  there's  a  lot  of  luck  in  planning." 
Take  the  petroleum  services  business. 
'It  has  been  tar  better,"  admits  Mun- 
zer, "than  we  ever  anticipated." 

Or  take  the  company's  basic  LPC 
business.  Instead  of  the  declining  de- 
mand Munzer  had  feared  in  the  mid- 
60s,  demand  has  soared  to  the  point 
where  the  Government  has  had  this 
substitute  for  natural  gas  on  alloca- 
tion for  the  past  two  years.  And  de- 
spite government  controls,  prices  have 
soared,  too.  Last  year,  Petrolane's 
LPG  profits  rose  24%  on  a  sales  in- 
crease of  only  7%. 

New  Sources? 

Munzer  likes  LPG's  near-term  fu- 
ture. He  expects  to  import  consider- 
able quantities  from  Venezuela,  Al- 
geria and  other  countries  between 
now  and  that  uncertain  date  when 
either  more  natural  gas  is  found  in 
the  U.S.  or  some  other  substitute  is 
developed.  "LPG  provides  only  31  of  J 

our     total     energy     needs     now,"     sav  s 

Munzer.  "That's  not  going  to  increase 
a  whole  lot.  Maybe  it  will  provide 
V,  oi  .7,  in  L980.  but  that  is  almost 
.i  billion  gallons  pel  ve.u  tor  us,  and 
it  means  a  lot." 

Munzer  is  concentrating  on  internal 
growth  now.  but  he  seems  ainenabl" 
to  acquiring  more  companies  in  pe- 
troleum  sen  lies.    I  le   s  ivs:    " That    W  ill 

be  a  good  growth  area  for  the  next 

five  years."  At  the  same  time,  he  has 
not  ruled  out  a  possible  acquisition  in 
some  unrelated  business.  Hut  il  his 
past  is  any  guide,  he  won't  be  doing 
an) thing  rash. 

<  conglomeration,"  he  argues,  "is  I 

sound  business  principle."  He  figures 
that    as   the   capital    markets   lighten    m 

the    years    ahead,    other    capital  ill 
tensive  companies  will  begin  shopping 

tor    then    own    cash    cows    just    as    his 

LPG   outfit    did.    The   result    will   U 

more    conglomerates,    not     fewer,     I    I 

from   regarding   conglomeration   as  I 

dead    fad      he    si\s      "Ever)     business 

has  to  do  it  soonei  oi   latei  to  maxl 

ini/e  its  life  span."    ■ 
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determination  has  its  rewards. 


tradition  of  building  great  cars  like  the  1933  Cadillac  355  Phaeton  has  its  advantages— and 
wards— for  today's  luxury  car  buyer.  First,  we  stubbornly  maintain  that  a  luxury  car  should 
;  a  thing  of  beauty.  This  is  reflected  in  all  nine  Cadillacs— including  Eldorado,  the  only 
nerican-built  luxury  convertible.  Then,  there's  Total  Cadillac  Value.  Because  of  it,  Cadillac 
sale  is  traditionally  the  highest  of  any  U.S.  luxury  car  make... and  its  repeat  ownership 
e  greatest  of  any  U.S.  car  make.  Cadillac.  Then  and  Now. . .  an  American  Standard  for  the  World. 

Cadillac  #^'75 


»c  Motor  Car  Division 


Diggir»g,f<>r  Coal,  a  Clark  675  tractor 
Srioyel  moves  24  yards  per  bite. 

The  rock-laden  earth  is  used  to  fill  in 

- 

ifiihtain  hollows  which  are  reclaimed 
as  productive  pasture  land. 
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Overseas  shipments  get  a  lift  to  the  airport  from  Clark. 
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Clark  Tyler  frozen  food  case  has  energy  control  device. 


* 


A  long-boom  Clark  truck  crane  tops  out  a  new  high  rise. 


_ 


You  can  count  on  it.  Because  the  equipment 

is  good  to  begin  with.  And  because  your 

Clark  dealer  knows  how  to  keep  it  that  way. 

When  you're  under  pressure  to  get  a 

job  done,  that's  good  to  know. 

Clark  Equipment  Company 

Buchanan,  Michigan  49107 
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All-wheel  drive  gives  Clark  graders  go-anywhere  traction. 


'lark  5-speed  truck  transmission  gets  tested  before  shipment. 


Clark  Bobcat  feller-buncher  gets  a  good  grip  on  timber. 


Planning  a  new  facility? 

OAKLAND/ALAMEDA  COUNTY 


gives  you 


for  growth 


■ 


To  expand  profitably  in  today's  economy,  you  need  both  access  to  resources 
and  the  flexibility  to  adapt  to  sudden  change  in  materials  supply,  produc- 
tion transportation,  distribution  or  marketing. 

Oakland/Alameda  County  widens  your  options  with  the  West's  largest 
container  port,  a  busy  international  airport  serviced  by  15  airlines,  3  trans- 
continental railroads  and  over  100  major  trucking  lines— all  within  minutes 
of  each  other. 

The  geographic  center  of  the  West  Coast,  Oakland/Alameda  County  puts 
the  resources  of  11  Western  States  at  your  fingertips;  we're  also  the 
industrial  gateway  to  Japan  and  the  Pacific. 

Add  plenty  of  available  land,  a  strong  labor  pool  and  the  magic  of  the 
San  Francisco  Bay  Area,  and  you  can  see  why  so  many  fast-growing  com- 
panies have  facilities  here.  For  all  the  facts,  mail  this  coupon  today! 


Oakland/ Alameda  County  New  Industries  Committee 
Oakland  Chamber  of  Commerce 

1 320  Webster  Street,  Suite  301 

Oakland,  California  94612  Oakland /  Alameda   County 

Gentlemen:  I'm  flexible!  Send  me  my  Site  Planner's  Guide. 


Name 


Title 


Company 


Address 


City  State  Zip 

ALAMEDA  •  ALBANY  •  BERKELEY  •  EMERYVILLE  •  FREMONT  •  HAYWARD  •  LIVERMORE 
•  NEWARK  •  OAKLAND  •  PIEDMONT  •  PLEASANTON  •  SAN  LEANDRO  •  UNION  CITY  • 
RURAL  ALAMEDA  COUNTY  •  Unincorporated  Areas:  Castro  Valley  •  Dublin  -  San  Lorenzo 

For  more  information  about  specific  cities  contact  the  local  Chamber  of  Commerce. 


flexibility  for  growth" 


:1 


Mike  Vance,  the  former  dean  of  Dis 
neyland  University,  who  prescribe 
that  happiness  is  productivity. 

Hard  times  have  also   soured   theU 
public  taste  for  last  year's  gloom-and-  If 
doom  "economists"  like  Harry  Browne  || 
Says   one   speaker   salesman,    "Today 
the  ideal  business  speaker  is  the  guy 
who  foresees  the  end  of  the  world 
and  then  changes  his  mind." 

At  conventions   and   trade   associa-  |V 
tion    meetings,    canned   inspiration    isPJ 
supplemented   with   vignettes   of   1 
hind-the-scenes     Washington.     Politi-  ][ 
cians  used  to  oblige,  but  a  recent  law 
limiting    federal    employees'    lecture 
earnings  to   $15,000  a  year  has  cut  ^ 
back  the  lucrative  lecturing  of  sena-  L 
tors  like  Goldwater  and   Humphrey.  ^ 
Result:    Conventions    now    book    the  4 
journalists  who  cover  them.  Apparent- 
ly audiences  are  hungry  for  a  taste  of  || 
how  government  really  operates.  Con-  *l 
fesses    humorist    Buchwald,    "People 


fl 


were    disappointed    when    I    said    I 
didn't  have  the  inside  scoop.  Now  I  I 
pretend  I  do." 


5( 


Critics  &  Celebrities 

Marvin  Kalb,  Bill  Moyers  and  JackL 
Anderson  are  currently  in  fashion.  So  J 
are  establishment  critics  like  scandal-  L 
breaker  Seymour  Hersh  of  The  New  hi 
York  Times.  In  fact,  business  groups  J 
outbid  one  another  to  sign  up  their 
opponents.  Dick  Gregory  has  lectured  \ 
before  the  Michigan  Bar  Association,  n 
Ralph  Nader  addressed  an  Interna-  T 
tional  Business  Machines  conclave  in  E 
Washington.  Antiestablishment  writer  y 
Nicholas  von  Hoffman  made  an  ap-  s 
pearance  before  a  truck  dealers'  con-  u 
vention  in  San  Diego. 

Campus  groups  latch  onto  the  lat-  ] 
est    fad:    ecology,    nostalgia,    psychic 
phenomena,  flying  saucers,  do-it-your- 
self sex;  every  cause  has  its  champion 
who  will  speak  for  a  fee. 

Household  names  like  Roger  Mm  hi 
are  perennial  favorites,  because  they  j 
have  celebrity  power.  Gushes  one 
UCLA  sophomore  lining  up  to  hear 
General  Moishe  Dayan,  "I'm  here  to 
see  what  a  hero  looks  like." 

The  UCLA  sophomore  put  her 
Anger  on  it:  There  is  an  element  in 
the  popularity  of  live  lectures  ol  what 
the  Hindus  call  darshan:  the  good 
vibrations  that  ipread  lioin  a  great 
or  holy  or  famous  man  to  those  who 
conic  close  to  him.  It's  not  what  he 
says  that  counts,  hut  his  actual  pus 
once  Perhaps,  too,  the  popularity  of 
in-person  lectures  is  a  kind  of  reaction 
to  our  impersonal  electronic  aye  ll  I 
a  relatively  rare  treat  loila\  to  sec  oul 
heroes  in  the  flesh,  one-to-one.  c\o 
ball-to-eyeball.  But  bowevei   you  ex 

plain  it,  the  lecture  circuit  is  |  pecu 
liarly  American  and  peenhailv  esoloi 
ic  form  of  show  hi/..    ■ 
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>ick  your  system  for  filing . . . 
inding . . .  refiling  records  fast 

iystem  1  Lets  you  retrieve  a  record, 
copy  it,  refile  it  in  as  little  as  28  seconds. 

system  2  Lets  you  file  documents  without 
sorting  or  batching.  Then  lets  you  retrieve 
my  one  of  them  in  seconds. 

system  3  Makes  a  camera  card  in  45 


>econds...and  gives  you  a  dry  full  size 
)rint  in  15  seconds  or  10  of  them  in 
50  seconds  flat. 

system  4  The  only  dry  COM.  It  offers 
ast.  easy  set-up... speeds  through-put 
ind  turn-around . . .  cuts  rejects. 


nly  3M  offers  you  all  four!  Write  Microfilm  Products  Division,  3M  Company,  St.  Paul,  MN  55101 


M  brings  microfilm  of  age.. .3!!! 


BUSINESS 
PRODUCTS 
CENTERS 


Keep  Your  Eye  On  The  Backlog 

Some  investors  go  for  nice  earnings  curves  and  others  love  assets. 
But  Fluor's  admirers  want  backlog,  more  backlog! 


There's  a  new  game  on  Wall  Street 
—at  least  as  far  as  some  stocks  are 
concerned.  It's  called  "Backlog,  Back- 
log, Who's  Got  the  Backlog?"  Its 
players  aren't  interested  in  earnings 
curves  as  some  analysts  are,  or  in  sol- 
id assets  as  are  others.  They  just 
want  to  know  whether  the  backlog 
is  growing. 

Fluor  Corp.  is  one  of  the  Big 
Board's  favorite  playthings.  In  1972 
Fluor  Corp.  was  just  lying  there, 
priced  in  the  low  teens,  until  inves- 
tors woke  up  to  the  energy  situation. 
Among  other  things,  they  realized 
that  more  refineries  would  have  to 
be  built.  And  who  is  one  of  the  great- 
est refinery  builders?  Fluor  Corp.  The 
stock  went  from  10  in  mid- 1972  to  40 
the  following  year;  this  in  a  sick  stock 
market.  By  late  1973  Fluor  was  sell- 
ing at  nearly  60  times  1972's  de- 
pressed earnings. 

But  the  price/ earnings  ratios  didn't 
matter.  It  wasn't  Fluor's  earnings  that 
the  investors  wanted.  It  was  its  back- 
log. All  through  1974  the  announce- 
ments poured  out  of  Fluor's  Los  An- 
geles offices.  A  crude  oil  terminal  in 
Alaska.  A  copper-processing  plant  in 
Zaire.  A  plastics  facility  in  Belgium. 
A  refinery  expansion  in  Texas. 

Then,  abruptly,  late  last  fall  the 
stock  nose-dived  to  15.  The  reason: 
C.J.  Lawrence's  highly  respected  ener- 
gy analysts,  Charles  Maxwell  and  Kev- 
in Conboy,  had  said  in  effect:  "Hey, 
you  guys,  the  economy  is  slipping; 
some  of  these  plans  for  building  re- 
fineries and  petrochemical  plants  may 
be  canceled.  Fluor's  backlog  probably 
won't  continue  to  rise— at  least  not  at 
the  same  rate  it  had  been— and  it 
may  fall."  With  that  signal,  a  lot  of 
speculators  jumped  out. 

At  the  time,  the  company's  back- 
log had  reached  $4.4  billion,  three 
times    the   record   year-earlier   figure. 


It  was  about  to  report  record  earn- 
ings of  $2.06  per  share  (fully  dilut- 
ed), up  200%,  on  sales  of  over  $800 
million,  up  89%. 

Nobody  expected  the  company  to 
fail  to  do  its  job.  Its  reputation  is 
tops  in  its  field.  Nor  was  there  a 
danger  that  it  would  lose  money  on 
its  contracts.  Ninety-nine  percent  of 
them  are  cost-plus-profit  deals.  And 
most  analysts  didn't  even  expect  the 
company  to  have  an  earnings  decline, 
at  least  not  for  some  time. 

Nor  was  the  backlog  shaky.  Most 
of  the  projects  in  Fluor's  highly  con- 
servative backlog  list  are  long  term. 
The  company  makes  most  of  its  mon- 
ey in  a  contract's  early  "design" 
stages.  But  by  the  percentage-of-com- 
pletion  accounting  method,  it  reports 
most  of  the  earnings  closer  to  com- 
pletion. Also,  says  John  Ryan  Jr.  of 
Provident  National  Bank,  it  tends  to 
set  up  contingency  reserves  in  the 
early  stages.  So  the  contracts  in  the 
backlog,  except  for  those  that  are 
design  only,  will  be  contributing  to 
earningc  for  some  time  to  come. 

Then,  too,  some  30%  of  Fluor's 
earnings  come  from  three  businesses 
—an  oil  and  gas  production  outfit 
(3%)  and  two  supply  companies 
(27%) -that  aren't  in  the  backlog. 

So  why  did  the  stock  drop  by  63%? 
Apparently    because    people    thought 


Training  Indonesians  to 
run  a  Fluor-designed- 
and-built  refinery  in  Java. 


the  backlog  would  stop  rising.  The 
speculators  weren't  satisfied  with  the 
fact  that  Fluor's  earnings  were  rising. 
Not  in  the  new  game  of  "Backlog." 

Subsequent  to  the  drop  in  its  mar- 
ket price,  Fluor  did  get  important 
new  orders.  "Not  from  where  we  orig- 
inally expected  them— not  from  the 
U.S.  but  from  abroad,"  grins  John 
Robert  Fluor,  53,  grandson  of  the 
company's  founder  and  now  its  chair- 
man. The  most  spectacular— a  bil- 
lion-dollar contract  to  build  a  coal 
liquefaction-gasification  plant  in 
South  Africa— Fluor  says  will  give  the 
company  the  experience  and  technol- 
ogy to  do  the  same  in  the  U.S.  when 
the  time  comes.  The  stock  rose  five 
points  in  anticipation,  before  that  con- 
tract was  announced  in  March.  Now 
investors  and  analysts  other  than  Max- 
well and  Conboy  think  more  contracts 
are  coming— perhaps  from  the  Saudis, 
the  Indonesians,  the  Iranians— and  are 
supporting  the  stock. 

Is  this  backlog  method  a  crazy- 
way  to  evaluate  a  stock?  One  ana- 
lyst, who  insists  on  anonymity,  thinks 
so:  "My  concern  is  that  The  Street 
is  reacting  to  things  very  quickly  as 
they  play.  The  trend  is  favorable, 
but  the  business— even  the  business 
in  the  backlog— is  going  to  be  much 
slower  coming  on  over  a  longer  pe- 
riod of  time  than  the  people  who 
are  playing  this  stock  are  looking  for." 

A  competitor,  who  doesn't  publish 
a  backlog  figure  except  where  re- 
quired—in the  Form  10-K— says  the 
figure  can  easily  be  misleading.  "It's 
quite  conceivable  that  your  backlog 
could  increase  substantially  and  your 
earnings  could  decline,  at  least  in 
the  short  term." 

Bob  Fluor  isn't  happy  about  what 
he  considers  to  be  the  market's  sim- 
ple-minded view  of  his  company : 
"We've  suggested  to  analysts  that 
the)  might  better  look  at  the  num- 
ber of  employees  we  have  on  the 
permanent  staff  than  at  the  backlog 
figure."  He's  not  kidding.  Employees, 
especially  designers  and  engineers, 
are  one  of  the  company's  most  im- 
portant assets  and  perhaps  a  bettei 
indication  of  earning  power  than 
just  pure  backlog. 

Last  month  Fluor  Stock  was  back 
to  30,  luning  produced  a  100'-  prol 
it  in  a  few  months  for  investors  smart 
enough  to  buv  when  the  last  players 
were  dumping.  So  much  foi  the  game 
dl  Backlog,  Backlog,  Who's  Gol  the 
Backlog?  ■ 
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What  everyone 

should  know  about 

IU  International 


We  think  you  should  know  that 
IU  International  is  a  two-billion-dollar 
company  with  a  history  of  above- 
average  growth.  Here  are  a  few  facts 
and  figures  worth  considering: 

•  I U  is  a  50-year-old  services  com- 
pany with  43,000  employees  and  35,000 
shareholders.  Its  emphasis  is  on  selective 
diversification,  asset  management,  long- 
range  planning  and  financial  controls. 

•  Over  the  past  10  years,  IU's  earnings 
per  share  and  return  on  equity  have 
grown  at  an  average  annual  rate  of  1 5  %. 
The  company  has  increased  its  dividend 
payout  for  30  consecutive  years. 

•  IU  is  a  decentralized  and  geographi- 
cally-balanced company  with  strong  posi- 
tions in  worldwide  energy,  transportation/ 
distribution  and  environmental  markets. 

•  In  1974,  IU's  earnings  per'share 
rose  20%  to  $2.77  on  net  earnings  of 
$90.5  million.  Revenues  increased  29% 
to  $2.0  billion. 

In  Energy  Markets,  IU's  Gotaas- 
Larsen  ocean  shipping  company  is  diver- 
sified in  crude  oil  and  bulk  cargo  carriers, 
product  carriers  and  drilling  rigs.  In 
1976,  the  first  of  its  LNG  carriers  will 
begin  a  20-year  charter  under  which 
liquefied  natural  gas  will  be  transported 
from  Abu  Dhabi  to  Japan.  Including 


electric  and  gas  services  in  Canada,  and 
energy  systems  for  the  petrochemical  and 
power  industries,  IU's  energy- related 
businesses  produced  56%  of  the  earnings 
contribution  and  27%  of  revenues. 

In  Transportation/Distribu- 
tion Markets,  IU  operates  one  of  the 
largest  motor  carrier  networks  in  the  U.S. 
—  composed  of  Ryder  Truck  Lines  and 
Pacific  Intermountain  Express  —  and  is 
expanding  its  capabilities  in  industrial, 
paper,  food,  dental  and  related  distribution 
services.  These  units  accounted  for  20%  of 
earnings  contribution  and  49%  of  revenues. 

In  Environmental  Markets, 

IU's  Hawaiian-based  subsidiary,  C.  Brewer, 
is  a  major  sugar  producer  as  well  as  a 
leader  in  international  agribusiness 
management  services.  At  more  than  60 
steel  mills  around  the  world,  IU's  Inter- 
national Mill  Service  subsidiary  reclaims 
valuable  scrap  metal  and  produces  an 
aggregate  for  road  building  and  construc- 
tion. Including  water  management  services, 
environmental  operations  produced  24% 
of  the  earnings  contribution  and  24% 
of  revenues. 

For  copies  of  annual  and  quarterly 
reports,  write  Corporate  Affairs,  Dept. 
C2,  IU  International,  1500  Walnut  Street, 
Philadelphia,  Pa.  19102, USA. 
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A  gorgeous  day.  Sunshine  pours 
through  the  floor-to-ceiling  windows 
<5f  Eastdil  Realty  with  enough  inten- 
sity to  make  Chairman  Clarence  <]. 
Faherty's  desk  hot  to  the  touch.  Hands 
on  hips,  he  stands  contemplating  the 
glassy  towers  of  midtown  Manhattan 
as  if  they  were  troops  passing  in  re- 
view before  his  22nd-story  suite.  He 
likes  what  he  sees.  Eastdil  has  just 
completed  its  best  quarter  ever.  Re- 
turn on  capital  stands  comfortably 
above  20%.  Spring  is  in  the  air. 

What  about  the  real  estate  bust 
we've  all  heard  so  much  on?  It's  al- 
most over,  Faherty  thinks.  First,  be- 
cause the  economy  looks  as  though  it 
is  bottoming  out. 

"Up  to  three  months  ago  I  was  the 
biggest  pessimist  around,"  he  con- 
fides, taking  a  seat  with  a  contented 
sigh.  "Now  I'm  optimistic.  Interest 
rates  are  going  down.  Inventories  are 
going  down.  Banks  are  becoming  more 
circumspect  in  their  lending.  The  old 
self-correction  is  taking  place!" 

But  the  real  estate  market  is  still 
a  disaster  area,  we  observe. 

"Oh,  sure\"  Faherty  replies  cheer- 
fully, undaunted  by  that  wet  blanket. 
"We've  got  nothing  going  on  in  real 
estate  right  now.  There  is  little  new 
construction.  But  I'll  tell  you  some- 
thing: Your  construction  costs  certain- 
ly aren't  going  to  come  down.  And 
eventually  your  market  is  going  to  ab- 
sorb this  present  glut.  So  if  it's  going 
to  cost  you  more  to  build,  and  you 
can  buy  at  these  market  prices,  it 
just  makes  sense.  .  .  .  We  believe  there 
are  going  to  be  some  very  excellent 
opportunities  in  this  distressed  real  es- 
state.  We're  looking  at  it  very  closely, 
very  closely." 

What  changed  your  mind?  Have 
you  been  talking  to  Alan  Greenspan 
or  something? 

Faherty  chuckles.  "Everybody  calls 
me  'Flick,'  "  he  says.  "I  call  it  the  flick 
index.  I  read  everything  I  read  and 
than  I  get  a  visceral  feeling  that  I'm 
right!  I  get  a  little  flick  right  here!" 

He  taps  two  Angers  on  the  right 
side  of  his  rib  cage. 

You  get  a  flick  about  these  con- 
gressional tax  rebates  and  how  they 
may  affect  the  economy? 

"Yeah.  Well  I  think  they're  apt  to 
be  superinflationary.  Something  that 
overlooks  the  fact  that  the  built-in 
stabilizers  are  working.  Short  term, 
additional  government  stimuli  help 
you,    even    though    long    term— two, 


three,  four  years  from  now— they  may  J 
knock  the  tail  out  of  you!" 

He  shrugs  philosophically. 

In  this  rotten  real  estate  market, 
how  come  a  real  estate  investment 
banking  firm  like  Eastdil  is  earning 
better  than  20%  on  invested  capital? 
You  strike  oil  on  some  of  those  con- 
struction sites? 

Just  brilliant  planning,  says  Faherty 
with  a  smile.  And  not  too  many  bad 
mistakes. 

"Our  mortgage  business  is  down  like 
everybody  else's,  because  building 
is  off,"  he  explains.  "We're  private,  so 
we  don't  publish  any  figures  [Eastdil 
is  owned  55%  by  the  partners  of  Wall 
Street's  Blyth,  Eastman  Dillon,  and 
45%  internally],  but  in  round  numbers 
we  arranged  about  $2  billion  in  mort- 
gage financing  in  1973— apartment 
houses,  shopping  centers,  hotels,  mo- 
tels, office  buildings,  industrial— every- 
thing but  homes.  Now  we're  not  hav- 
ing any  difficulty  with  shopping  cen- 
ter financing.  We've  even  done  some 
hotel  financing  in  the  face  of  this 
market.  Still,  last  year  our  mortgage  j 
business  dropped  off  to  $1.75  billion." 

What  took  up  the  slack? 

"Well,  we  saw  that  coming  in 
1973,"  Faherty  continues,  "so  we  ex- 
panded  our  equity  area— the  sale  of 
real  estate  equities  at  first  to  individ- 
uals and  then  to  institutions  and  over- 
seas investors.  In  1973  we  raised 
about  $100  million  in  equity  financ- 
ing through  limited  partnerships.  Last 
year  we  sold  $500  million  in  equities 
—talking  about  assets  now— to  pension 
funds.  This  year  we'll  probably  sell 
close  to  $750  million  in  equities. 
We  also  expanded  our  health  ser- 
vices planning— mainly  mortgages  for 
nonprofit  hospitals— and  our  financial 
advisory  group.  Those  are  both  very  I 
good  areas  right  now.  In  today's  mar- 
ket there  are  a  lot  of  people  who  are 
locked  in  on  real  estate  and  want  to  I 
get  out." 

A  case  in  point,  he  explains,  \\  as 
the  Valley  National  Bank  of  Phoenix, 
Ariz.  The  bank  had  a  lot  of  cash 
tied  up  in  a  brand-new  office  building 
and  wanted  to  get  more  liquid.  Not  r 
too  many  people  were  interested  inj 
buying  a  $32-million  office  building 
last  spring,  but  Eastdil  came  up  with 
an  imaginative  solution. 

"You  see  what  we  did,  we  chopped 
up   the   building   so    the   bank    could 
operate  on  a  fixed  rent  and  condo 
miniumized   the   rest   so   the    invcstoi 
could    realize    any    appreciation    that  J 
may  occur  once  there's  a  chai 
the  market,"  says  Faherty.  "We  final 
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Faherty  of  Eastdil  Realty 

ly  wound  it  up  in  a  50-hour,  round- 
the-clock  closing  on  New  Year's  Eve! 
The  attorneys  had  an  awful  lot  of 
things  to  figure  out  they  hadn't  done 
before.  Never  seen  so  many  papers!" 

Of  course,  it  pays  to  have  connec- 
tions. Eastdil  sold  the  building  to 
pension  funds  managed  by  Prudential 
Life  Insurance,  where  Faherty  had 
worked  for  40  years.  He  has  also  sold 
the  Pru  some  former  Uris  real  estate, 
including  the  New  York  Hilton  and 
the  Washington  Hilton. 

"Right  now,  we're  evaluating  the 
real  estate  held  by  USIF  and  Arlen 
Realty  to  see  whether  or  not  a  merger 
makes  sense,"  Faherty  goes  on.  "We're 
in  the  market  all  the  time,  so  we  can 
come  up  with  a  stabilized  price— what 
kind  of  return  those  properties  will 
show  over  then  economic  life." 

You  once^-had  a  couple  of  offshore 
real  estate  funds,  didn't  you? 

"Oh,  we  got  out  of  them  in  about 
six  months!"  says  Faherty.  "We  just 
didn't  like  the  looks  of  what  we  saw 
with  Investors  Overseas  Service  and 
everything.  It  looked  a  little  too  racy 
for  us.  But  we  do  have  access  to 
some  off  shore,  money.  As  a  matter  of 
fact,  we  have  just  started  an  interna- 
tional division.  .  .  ." 

Flying  off  to  Riyadh,  eh? 

"Right,  the  flies  always  go  where 
the  honey  jar  is,"  says  Faherty.  "Every 
con  man  and  every  white-shoe  man 


in  the  world  is  there  trying  to  tap 
Middle  East  money!  But  we're  not 
looking  exclusively  at  the  Middle  East 
at  all,  but  at  the  whole  spectrum  of 
European  money.  There's  a  strong  in- 
terest in  U.S.  real  estate." 

These  are  individuals  putting  up 
equity  money  for  developers? 

"Very  wealthy  individuals,  yes,"  Fa- 
herty replies.  "I  would  say  the  me- 
dian figure  we  have  from  any  indi- 
vidual is  about  $100,000  to  $150,000 
as  against  your  public  syndications, 
which  take  the  doctors,  the  dentists, 
you  know  .  .  .  $5,000,  $10,000 " 

No  such  syndications  at  Eastdil? 

"No,  we  don't  like  the  load  on  the 
individual  investor,"  says  Faherty. 
"You  have  an  underwriting  cost,  a 
Securities  &  Exchange  Commission 
registration,  your  own  overhead,  your 
sales  reps.  There's  not  much  left  over 
except  the  tax  shelter.  You  take  ac- 
celerated depreciation.  All  right,  sup- 
pose the  thing  goes  sour.  So  you  have 
a  recapture  problem  with  the  Internal 
Revenue  Service.  I  mean  we  charge 
about  5%  on  the  money  we  raise 
through  limited  partnerships,  where- 
as on  some  of  these  public  syndica- 
tions the  load  gets  up  to  around  20%." 

You  had  a  close  call  in  single-family 
housing   two   years   ago,   didn't   you? 

"Well,  we  didn't  get  in  far  enough 
to  lose  a  substantial  amount  of  mon- 
ey," replies  Faherty.  "Single-family 
condominiums  were  becoming  the 
craze  in  1971,  and  our  developers 
thought  we  ought  to  be  handling  that 
sort  of  stuff.  But  it  just  wasn't  our 
business.  It's  a  local  business.  You 
build  a  single-family  type  condomin- 
ium in  Atlanta  and  your  financing 
should  be  done  through  your  savings 
&  loans  there.  There's  too  much  paper 
work.  Too  much  overhead.  You  go 
crazy.  First  thing  that  happened,  we 
saw  a  negative  yield  coming  along. 
We  were  borrowing  at  X%  and  we 
were  committed  at  Y%,  and  losing  the 
difference.  Fortunately,  we  weren't 
very  far  along  and  we  just  sold  out 
our  portfolio  at  cost  in  late  1973." 

It's  intriguing  that  you  say  there's 
so  much  overseas  interest  in  U.S.  real 
estate  at  the  moment.  That's  where 
most  of  the  big  personal  fortunes  in 
this  country  were  made,  isn't  it? 

"Oh,  sure,"  says  Faherty.  "There 
was  practically  no  construction  at  all 
during  the  Thirties,  and  yet  you  could 
buy  real  estate  at  probably  50%  of 
what  it  would  cost  you  to  build. 
That's  when  Charlie  Allen  (Forbes, 
Mar.  15)  made  his  bundle,  for  exam- 
ple. Harry  Helmsley  did  a  hell  of  a 


«*: 


FORBES,    MAY   15,    1975 


95 


r   O*         A  y^  H<F  .9^ 


The  Money  Men 


lot.  Another  guy  was  Ben  Swig  of 
Swig  &  Wyler.  Jack  Wyler— they're 
the  people  who  recently  bought  the 
old  Stern  building  over  there  on  42nd 
Street  and  knocked  it  down.  Ernie 
Henderson  founded  the  Sheraton  Ho- 
tel chain;  he  started  out  buying  tfa 
small  hotel  up  in  Cambridge.  See,  you 
could  buy  'em  for  peanuts!  What 
they'd  do  in  general  is  buy  for  5% 
down  on  a  purchase-money  mortgage 
and  then  they'd  have  kind  of  a  side 
deal  with  the  broker.  If  the  broker  got 
5%,  he'd  shift  4%  over  to  the  pur- 
chaser. So  they  were  really  putting 
down  1%  on  the  deal  and  sort  of  rid- 
ing it  out." 

Ah,  those  were  the  days!  But 
Faherty  warns  that  history  doesn't  re- 
peat. Not  in  the  details,  anyhow. 

"Now  that's  where  a  lot  of  these 
old-timers  get  hooked,"  he  says.  "They 
get  this  fixation  on  downtown. 
Downtown.  Because  downtown  retail 
real  estate  held  up  very  well  during 
the  Thirties.  Very  few  defaults  there. 
Arnold  Constable— you  noticed  they 
just  closed  the  Fifth  Avenue  store? 
Back  in  the  Fifties  I  told  Isaac  Lieber- 
man  over  there  to  get  the  hell  out 
of  the  downtown  locations.  'No,'  he 
says,  'it's  the  only  place  to  go.'  I  re- 
member Abe  Plough  of  what  is  now 
Schering-Plough.  He  had  some  stuff 
in  downtown  Memphis  and  he  used 
to  call  me  on  the  phone.  'What  should 
I  do  about  this?'  he  says.  I  say  'Sell 
it.'  He  says,  'Oh,  no.  No!"  It  was  right 
near  the  Peabody  Hotel  there.  He 
starts  telling  me  all  the  past  history 
of  it.  I  say,  'Sell  it!'  But  they  have 
that  fixation.  .  .  ." 

We're  Different 

And  yet  here  you  are  making  eyes 
at  that  same  downtown  real  estate! 

"Well,  but  we  won't  be  going  into 
it  for  long-term  ownership,  I  don't 
think." 

Sit  on  it  for  a  couple  of  years  un- 
til the  market  comes  back? 

"Yeah.  Sure,"  says  Faherty,  nodding 
his  head.  "See,  where  you  can  get 
caught  in  real  estate  is  that  lag 
time.  Say  you're  going  to  build  an 
office  building  over  here." 

He  points  in  the  general  direction 
of  downtown  Manhattan. 

"So  you  have  your  land.  And  you 
go  through  your  zoning.  And  zoning's 
getting  worse  and  worse.  You  get  your 
plans.  You  start  construction  and 
you've  got  a  two-year  period  there. 
If  you  don't  perceive  the  downturn— 
or  you  don't  want  to  see  it— most  peo- 
ple   don't    icant    to    see    it— you    get 


caught.  Like  the  New  York  office 
building  situation.  .  .  ." 

Faherty  mentioned  Charlie  Allen. 
Allen  had  told  Forbes  that  when  the 
real  estate  market  collapsed  in  1929 
it  didn't  come  out  again  until  after 
World  War  II. 

"I  don't  think  you  have  the  same 
page  in  the  book  as  you  had  in  '29," 
Faherty  replies.  "I've  likened  this  for 
a  long  time  to  the  1920-21  period. 
After  that  smash,  there  was  a  hell 
of  a  boom  in  real  estate— started  mov- 
ing just  about  1924." 

The  stock  market  started  recover- 
ing a  couple  of  years  earlier.  Is 
that  lag  time  typical? 

Faherty  looks  up  at  the  ceiling  for 
a  moment,  ticking  off  market  move- 
ments in  both  fields.  Yes,  he  says, 
real  estate  recoveries  tend  to  lag  be- 
hind stock  market  recoveries.  But 
both  tend  to  collapse  simultaneously. 

Give  us  a  buzz  when  you  start  buy- 
ing up  all  that  distressed  real  estate. 
We  say,  getting  up  to  leave  Faherty 's 
sunny  office.  When  you  see  the  bot- 
tom in  real  estate,  we'll  know  the  stock 
market's  going  up  for  sure! 

Faherty  replies  that  picking  boi 
toms  isn't  the  real  trick.  "I  don't  give 
a  damn  about  getting  in  at  the  bot 
loin,"  he  says.  "Just  don't  put  ine  in 
at  the  top,  that's  all!"  And  with  that. 
Faherty  came  close  to  the  most  ba- 
sic of  all  investment  truths— equall) 
true  of  the  stock  market  and  the  realty 
market:  It  is  that  avoiding  losses  is 
just  as  important  as  making  profits. 
You   miss   an  opportunity,   you   get    1 

crack  at  another  one,  so  long  as  v 

capital  is  intact.  But  lose  your  money, 
and  the  opportunities  aren't  worth 
anything.  Preservation  of  capital,  the) 
used  to  call  it.   ■ 
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.Amfac  is  a  ranch — 
oh  land  or  under  the  sea 


Feeding  people  has  been  an  Amfac  concern  for  and  cattle  ranches.  We're  herding  140,000  sheep  and 

nearly  125  years.  First  with  supplies  from  our  general  15,000  cattle,  sowing  20,000  acres  annually  to  fodder 

itore  in. Honolulu.  Next  our  sugar.  Then  frozen  french  and  cash  crops. 

ries.  Most  recently  the  best  canned  crab  and  shrimp  In  the  U.S.  Northwest  we  grow  and  process  potatoes 

rom  Alaskan  waters.  into  frozen  french  fries  for  the  food  service  market.  And 

Seafood  is  a  good  business— people  all  over  the  in  Hawaii,  where  Amfac  began,  we  raLed  over  3  million 

vorld  are  showing  more  appetite  for  it.  But  Amfac  is  poundsof  papaya  and  300,000  tons  of  raw  sugar  last  year, 

nterested  in  the  sea's  bounty  for  another  reason,  too.  Other  Amfac  operations— merchandising,  hospitality 

3opulation  is  outpacing  food  from  arable  land.  This  could  and.  asset  management— evolved  just  as  naturally  as 

nake  seafarms  important  in  everyone's  future.  That's  our  interest  in  food.  Each  reflects  our  island  philosophy: 

>ne  reason  we're  interested  in  the  potential  of  aquaculture.  to  regard  every  customer  and  employee  as  a  neighbor 

Meanwhile,  Amfac  is  fishing  the  waters  responsibly.  whose  goodwill  we  want  to  keep. 

rrom  our  island  beginnings,  we've  always  been  conser-  The  Amfac  way  of  doing  things  has  helped  us  grow 

'ation-conscious.  Now  we  want  to  be  sure  there'll  be  into  a  billion-dollar  company,  with  most  of  our  revenue 

enough  fish  for  the  future.  from  the  American  West.  Our  earnings  per  share  keep 

Down  under  in  Australia,  Amfac  is  heightening  the  growing  every  year. 

>roductivity  of  land.  We're  greening  vast           ff^  >=                    For  a  copy  of  our  newest  report,  write  to 
racts  of  the  outback,  helping  transform     if  j!   Ji  *f^f^l  IfT^ (T^      Amfac,  Inc.,  Dept.  104,  P.O.  Box  3230, 

iie  dry  bush  into  modern  family  farms     IL^     vJI  IKOllLi/      Honolulu,  Hawaii  96801. 

Serving  People  in  the  U.S.  and  the  Pacific  Basin 


Crucible  is  more  than  a 
big  name  in  specialty  steels, 
It's  the  biggest  part  of 
Colt  Industries. 
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Because  they  contain  costly  alloying  elements,  specialty 
steels  are  special,  indeed  — performing  jobs  no  other 
materials  can.  They're  essential  for  demanding  tasks 
ranging  from  surgical  instruments  to  metalworking,  food 
processing  to  oil  exploration,  mining  to  transportation.  And 
their  growth  rate  is  demonstrably  greater  than  that  of 
ordinary  steels.  Our  Crucible  Divisions  are 
among  the  nation's  leading  producers  of 
specialty  steels,  and  major  contributors  to  the 
growth  of  Colt  Industries.  In  1974,  specialty 
steels  accounted  for  close  to  50%  of  our  record 
$1,143  billion  in  sales.  The  rest  was  provided  by  the  other 
well-known  names  in  our  wide  range  of  industrial  products 
listed  below.  For  a  copy  of  our  1974  annual  report,  write 
Colt  Industries  Inc,  Department  Fl,  430  Park  Avenue, 
New  York,  N.Y.  10022. 

Crucible  specialty  steels  •  Trent  welded  stainless  steel  pipe  and  tubing 
.Fairbanks  Morse  diesel  engines  and  pumps  •  Fairbanks  scales 
Pratt  &  Whitney  and  Elox  production  equipment  •  Quincy  compressors 
Central  Moloney  transformers  •  Chandler  Evans  fuel  controls    Of) If  InfillCtPJOC 


Firearms  4 
Sporting  Equipment 


Holley  carburetors  •  Colt  firearms  and  sporting  equipment 


© 


From  this  Crucible  blast 
furnace  at  the  null  in  Midland, 
I'a.,  molten  iron  is  transferred 
to  the  melt  shop  for  alloying 
into  hundreds  of  grades  of 
specialty  steels. 
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Our  Fyrof  76  is 
helping  her  parents 
rest  easy,  too. 

Fyrol  76  is  one  of  our  full  line  of  flame  retardants  for 
all  kinds  of  basic  materials.  Materials  like  textiles, 
especially  children's  sleepwear.  And  urethane  foams 
for  automotive  interiors  and  building  insulations. 
Flame  retardants  are  big  growth  products  for  us. 

But  that's  just  one  growth  area  at  Stauffer.  We'd  like 
you  to  know  about  some  of  the  other  things  we 
make,  too. 


Like  high-style  vinyl  wallcoverings  for  residential 
and  commercial  use. 

Agricultural  chemicals  that  improve  weed  control 
in  a  wide  variety  of  crops. 

And  food  ingredients  that  make  the  foods  you  eat 
not  only  more  nourishing,  but  also  more  interesting. 

There's  a  lot  more  going  on  at  Stauffer.  All  over  the 
world. 

Get  to  know  all  about  us.  Send  for  our  1974  Annual 
Report.  It's  chock  full  of  facts  about  a  growth 
company.  Stauffer  Chemical  Company,  Westport, 
Connecticut  06880. 

Stauffer  Chemical  Company 

Get  to  know  us  better. 
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ightly    or    wrongly,     most    jour- 


dramatic.  A  sharp  change  for  the  bet- 
ter. Or  for  the  worse.  We  tend  to 
make  heroes  and  fall  guys  and  even 
villains  of  our  subjects.  But  in  the 
real  world,  few  situations  are  black 
and  white;  what  looks  smart  today 
may  look  dumb  tomorrow— and  vice 
versa.  The  past  few  years  have  shown 
that  business  is  master  of  its  own  fate 
only  to  a  limited  degree.  As  this  real- 
ization has  dawned,  the  smart  man- 
ager became  less  willing  to  take  giant 
risks  or  to  stretch  his  capital  thin. 

It  is  to  this  new  realism  and  to 
management's  changing  role  that 
Forbes  dedicates  this,  our  seventh  An- 
nual Directory  Issue. 

During  the  Fifties  and  Sixties  there 
grew  up  in  the  U.S.  an  accepted  pat- 
tern for  businessmen.  It  involved  the 
three  "Ds":  Debt,  Diversification  and 
Decentralization.  Companies  that  fol- 
lowed the  new  religion  saw  their 
earnings  increase  almost  every  year 
and  their  price/ earnings  ratios  reach 
often  ridiculous  heights.  "Every  day 
in  every  way  we  are  getting  bigger 
and  bigger,"  the  new  breed  used  to 
boast.  Companies  that  resisted  the 
pattern  were  regarded  as  old  fogies. 

Suddenly  the  rules  changed.  The 
post-World  War  II  era  gave  way  to 
the  post-OPEC  era.  "Growth"  sud- 
denly became  a  trap,  debt  a  threat 
to  solvency  and  excessive  decentrali- 
zation an  invitation  to  disaster.  Many 
smart  managements  who  did  "the 
right  things"  are  now  in  trouble.  We 
are  not  talking  about  the  corporate 
disasters,  the  Penn  Centrals.  We  re- 
fer to  hundreds  of  basically  well-run 
companies  that  had  difficulty  reacting 
fast  enough  to  drastic  change. 

So  the  business  world  is  moving 
from  the  three  "Ds"  to  the  three  "Cs" 
—Cash,  Controls  and  Caution.  To 
chronicle  this  change,  Forbes  has 
conducted  lengthy  interviews  with 
many  of  the  men  caught  in  the  mid- 
dle. These  are  not  success  stories.  Nor 
are  they  failure  stories.  They  are  real- 
life  chronicles. 

If  these  interviews  have  a  common 
thread,  it  is  that  business  decision- 
making no  longer  takes  place  in  an 
economic  vacuum.  Politics  and  social 
trends  increasingly  intrude  into  the 
boardroom.  For  Harold  Geneen  (p. 
102)  they  intrude  rudely  in  the  form 
of  pickets  and  anti-imperialist  rallies. 
For  Pier  I  Imports    (p.  148),  in  the 
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Gash, 

Controls, 

Caution 


form  of  devaluation  of  the  dollar.  For 
Textron's  G.  William  Miller  (p.  136), 
in  drastically  changed  investor  atti- 
tudes and  expectations. 

Roy  Chapin  of  American  Motors 
positioned  his  company  beautifully  to 
survive  in  a  world  of  high-priced  en- 
ergy. It  wasn't  enough.  When  the 
auto  market  fell  apart,  American  Mo- 
tors fell  with  it.  Howard  Johnson  ran 
an  excellent  food-and-lodging  compa- 
ny. But  he  had  no  way  to  influence 
the  Organization  of  Petroleum  Ex- 
porting Countries,  and  the  fuel  short- 
age hurt  his  company  badly. 

Some  of  the  executives  interviewed 
here  made  mistakes,  but  none  of  them 
was  a  poor  manager.  Dan  Lufkin,  the 
extremely  successful  cofounder  of 
Wall  Street's  Donaldson,  Lufkin  & 
Jenrette,  put  it  blundy  (p.  141): 
"You  can  cut  expenses,  reduce  over- 
head, narrow  down  the  focus  of  the 
business,  but  the  environment  is  the 
environment.  In  the  end  we  are  de- 
pendent on  the  environment." 

In  such  a  setting,  the  damn-the- 
torpedoes  type  of  corporate  leader  is 
no  longer  fashionable.  Speaking  of  a 
horrendous  bath  his  company  suffered 
on  a  government  contract,  EG&G's 
Bernard  J.  O'Keefe  (p.  110)  says: 
"The  loss  gave  our  people  greater  re- 
spect for  auditors  and  financial  con- 
trols." Howard  Johnson's  Howard 
Johnson  boasts,  not  of  his  company's 
growth  prospects  but  of  its  'liquidity, 
very  tight  control  on  receivables  and 
inventories  and  very  little  long-term 
debt."  Where  once  executives  were 
proud  of  how  they  had  decentralized 
their  companies,  Johnson— and  others 
in  this  issue— are  emphasizing  central- 
ized controls  again.  Westinghouse's 
recently  retired  chairman,  Don  Burn- 
ham,  recalls  that  his  company  often 
got  burned  when  it  leaped  into  new 
businesses  with  both  feet,  but  often 
came  out  well  when  it  went  in  cau- 
tiously, one  toe  at  a  time.  Perhaps 
above  all,  cash  is  no  longer  a  sign  of 
unimaginative  management.  It  is  now 
a  very  nice  thing  to  have. 

And  so,  good-bye  to  the  old  world 
of  Debt,  Diversification  and  Decen- 
tralization. Welcome  to  the  new 
world  of  Cash,  Controls  and  Caution. 
"How  do  you  run  a  company  under 
these  unpredictable  conditions?"  said 
Harold  Geneen,  repeating  a  question 
put  to  him  by  Forbes'  Robert  J. 
Flaherty.  And  he  replied:  "You  used 
to  stay  loose.  Now  you  run  tight."  ■ 
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"Young  Man, 
Are  You  Old  Enough 
To  Remember  The  Depression?" 


Geneen  of  ITT 


At  a  mammoth  rally  last  February 
in  Mexico  City  to  protest  the  policies 
of  Chile's  military  junta,  Mexican 
President  Luis  Echeverria  thundered 
out— not  against  the  U.S.  Govern- 
ment, but  against  the  multinational 
corporations  and  their  alleged  in- 
iquities in  Latin  America.  The  audi- 
ence lapped  it  up,  responding  with 
applause  and  shouts  of  "V/'ve  el  Presi- 
dente!"  Echeverria  did  not  mention 
Harold  Geneen  or  International  Tele- 
phone &  Telegraph  by  name,  but  del- 
egates to  the  rally  did:  ITT,  as  much 
as  the  Chilean  junta,  was  the  sym- 
bolic enemy.  But  Chile  is  only  one 
Geneen  headache.  As  Geneen  talked 
with  Forbes'  Robert  J.  Flaherty  re- 
cently, pickets  demonstrating  against 
multinational  companies  ("above  mo- 
rality, above  the  people,  above  con- 
trol") marched  outside  Geneen's  Man- 
hattan office. 

At  65,  Harold  Geneen  is  philosophi- 
cal about  his  new  role  as  villain.  Yet 
he  admits  his  self-confidence  isn't 
what  it  once  was.  All  his  political 
and  public  relations  problems  aside, 
a  worldwide  recession— depressions- 
has  ended  ITT's  seemingly  endless 
chain  of  earnings  gains.  And  Geneen 
clearly  understands  better  that  no 
man  is  entirely  his  own  master,  that 
there  are  limits  on  what  one  man  or 
one  corporation  can  or  should  do. 

You  used  to  say  that  in  a  well-run 
company  earnings  per  share  should  go 
up  every  year.  ITT's  fell  last  year,  by 
13%;  they  didn't  go  up. 

Geneen:  No,  they  didn't,  and  while 
I'm  hopeful  they'll  go  up  this  year, 
they  may  actually  be  kind  of  flat.  Our 
second  quarter  is  down.  We'll  do  a 
little  better  than  last  year. 

Now  this  is  not  the  way  I  talked 
in  1971  when  I  was  at  the  height  of 
my  confidence  and  when  we  had  a 
confident  world.  Conditions  are  a  lot 


rougher  now,  and  ITT  was  a  lot 
smaller.  Remember  that:  We  had  $11 
billion  in  revenues  last  year  and  $451 
million  in  net  income. 

We  went  through  15  years  in  which 
we  faced  an  occasional  recession,  pri- 
marily in  the  U.S.,  occasionally  a 
slowdown  in  Europe.  We  never  had 
a  period  where  all  the  world  went 
down  at  once.  When  all  companies 
go  down,  even  the  best  go  down,  too. 
The  difference  is  that  some,  like  us, 
are  going  to  come  back  well. 

I'm  not  excusing  a  damn  thing.  I'm 
just  pointing  out  that  last  year  we 
had  about  $61  million  increased  costs 


"Do  you  know  that 
one  stockholder 

wanted  to  fire  me 
because  I  didn't 

do  enough  in  Chile? 


tr 


of  interest  after  taxes.  We  also  had 
about  $33  million  of  currency  losses. 
The  Hartford  Insurance  group  hit  in- 
to the  real  impacts  of  inflation  be- 
cause they  sell  forward  and  give  his- 
torical prices  based  on  experience. 
Hartford  lost  $44  million  more.  Those 
three  items  alone  were  $138  million. 
In  theory,  if  interest  rates  continue 
down,  currency  losses  lessen  and  Hart- 
ford gets  its  book  of  business  in  order, 
we  should  be  able  to  earn  over  $600 
million  in  a  normal  year,  hopefully 
1976  or  1977  but  not  1975.  That's  if 
all  these  trends  act  properly. 

You  say  if? 

Geneen:  Yeah.  This  thing  still  hasn't 
bottomed  yet.  So  far,  orders  are  not 
picking  up.  If  the  orders  don't  come 
in,  your  first  question  becomes  at  what 
point   do   you   have   to  restructure.    I 


would  guess  we  probably  restructured 
a  couple  of  hundred  million  dollars 
over  the  last  two  years. 

What  you  mean  is  you  fired  people. 

Geneen:  No.  Cutting  out  people  is 
something  you  should  do  periodically. 
Over  the  years  people  come  with 
a  company,  don't  work  out  in  one 
job  and  you  move  them  to  another 
for  a  while  and  at  some  point  you 
don't  even  have  a  need  for  them. 

It  is  an  awful  thing  to  do,  but  if 
you  don't  do  that,  then  it's  pretty  hard 
to  ask  anybody  else  down  the  line  to 
do  the  things  he  ought  to  do. 

For  someone  who  wanted  to  avoid 
the  public  eye,  how  did  you  create 
this  terrible  image  on  three  continents 
—ITT  the   multinational  ogre? 

Geneen:  Just  two  things  are  the  key. 
We  had  this  telephone  company  down 
in  Chile  worth  $153  million  and  this 
guy  [the  late  President  Salvador  Al- 
lende]  says  he's  gonna  take  it  away 
from  us  and  pay  us  beans.  We  went 
to  everybody,  including  the  State  De- 
partment, and  they  didn't  do  anything 
—even  though  afterwards  in  the  oil 
countries  the  Department  got  in  the 
back  room  backing  up  the  oil  guys 
who  were  negotiating  in  the  front 
room.  But  for  us,  nothing.  So  one  of 
my  thoughts  was,  don't  you  think  we 
ought  to  get  together  and  come  up 
with  a  plan  and  we'll  even  put  money 
in.  But  we  got  nothing  done.  Nothing 

Later  we  learned  they  did  have  a 
plan  for  Chile,  but  didn't  even  tell  us 
about  it,  a  plan  not  too  different  from 
what  we  were  suggesting. 

Do  you  know  that  one  ttockholdei 
wanted  to  fire  me  because  I  didn't 
do  enough  in  Chile? 

It's  not  only  in  Chile  that  you  hat  0 
been    criticized.    There    teas    the   husi 
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ness  of  Dita  Beard  and  her  memo- 
randa and  the  alleged  fixing  of  the 
Justice  Department's  antitrust  suit. 

Geneen:  Well,  if  you  are  thinking 
about  the  same  kind  of  memoranda  I 
can  recall  reading  in  the  newspa- 
pers, I  hope  we've  learned  enough 
to  write  memoranda  that  are  clear 
in  what  they  really  mean.  You  have  to 
write  a  lot  of  memoranda  to  run  a 
business,  but  a  lot  of  them  are  mean- 
ingless. They  are  puffs  by  someone 
trying  to  build  himself  or  they  are 
conjectures  or  something.  With  all  the 
people  we  have,  there  is  always  some- 
body building  himself  up  on  pa- 
per. You  can't  always  stop  that. 

But  isn't  it  true  that  you  got  a  good 
deal  out  of  the  antitrust  settlement? 
You  did  get  to  keep  the  Hartford. 

Geneen:  It  wasn't  a  legal  settlement. 
It  was  a  business  judgment.  Did  we 
want  to  go  through  four  or  five  years 
more  of  harassment  and  questions 
about  whether  we  owned  Hartford  or 
didn't?  Wall  Street  doesn't  like  uncer- 
tainty, so  as  a  business  judgment, 
we  said,  okay,  we'll  settle.  So  we  got 
three  more  years  of  trouble. 

Look,  if  they  wanted  to  stop  the 
conglomerate  merger  movement,  I 
don't  see'  why  they  had  to  pick  on  us. 
We  were  doing  constructive  things. 
Why  couldn't  they  have  picked  on 
those  guys  down  on  Wall  Street  who 
just  paste  pieces  of  paper  together? 

We  were  very  careful  on  every  ac- 
quisition we  made,  and  we  turned 
down  a  number  that  we  thought  had 
any  antitrust  implications,  because  we 
didn't  want  any  of  these  problems. 
Some  good  law  firms  as  well  as  our 
own  internal  law  group  reviewed  ev- 
ery one.  We  really  did  not  see  any 
antitrust  violations  at  all  in  the  three 
that  were  challenged. 

In  the  two  that  went  to  the  merits 


in  court,  the  Canteen  suit  and  the 
Grinnell  suit,  in  each  case  a  federal 
judge  said,  in  so  many  words,  the  Gov- 
ernment had  no  case  and  that  there 
was  no  law  to  support  the  theory  they 
were  going  after.  Each  judge  advised 
McLaren  [Richard  W.  McLaren,  then 
Assistant  Attorney  General,  now'  a 
judge]  to  go  to  Congress  and  get  a 
law,  if  that's  what  he  wanted  to  do. 

The  Anthony  Sampson  hook,  The 
Sovereign  State  of  ITT,  says  you 
wanted  to  drain  Hartford  of  resources 
to  rescue  ITT  from  financial  collapse. 
You   said   that— on   the   contrary— you 


"In  the  end, 
people  are  really  working 
for  their  own  careers, 
their  own  futures/' 


foresaw  a  time  when  the  insurance 
industry  would  need  more  capital,  but 
the  idea  was  treated  as  a  joke. 

Geneen:  Sampson  has  written  an  en- 
tertaining book.  He's  a  prolific,  good 
writer,  but  he's  no  businessman  and 
that's  apparent  if  you  read  the  book. 
He's  got  a  particularly  British  approach 
where  he  envisions  that  I  sit  here  in 
high  court  as  king  with  people  coming 
in  here  bowing  for  favors.  Ha,  ha. 

He  would  have  no  understanding 
of  Hartford.  Its  capital  was  only  grow- 
ing about  4%,  but  its  business  was 
growing  very  much  faster.  This  was 
because  of  the  new  types  of  coverage, 
population  growth  and  faster  infla- 
tion. Obviously  at  some  point  the  in- 
dustry, including  Hartford,  would 
have  to  raise  more  capital— which 
must  be  equity,  not  debt,  at  the  in- 
surance level.  That's  just  what  hap- 
pened. Everyone  said  we  were  trying 


to  loot  Hartford's  treasury.  Instead. 
we  [ITT]  had  to  put  in  $126  million. 

The    basic    question    is:    Did    you 

push  beyond  your  legal  and  moral 
limits  in  Chile  and  the  antitrust  case? 

Geneen:  You  have  to  ask,  in  whose 
mind?  If  you  own  our  stock,  like  the 
guy  who  wanted  to  fire  me,  you 
don't  think  I'm  overreaching.  Now 
people  in  the  media,  or  some  intellec- 
tuals, obviously  they  jumped  to  the 
conclusion  because  we  are  a  big  com- 
pany we  are  using  influence.  It's  ax- 
iomatic with  these  types  that  we're 
doing  wrong  when  we  are  just  asking 
for  our  rights.  I  don't  think  I'll  ever 
satisfy  those  people.  Most  aren't  stock- 
holders; if  they  read  the  report  of 
the  Commercial  Arbitration  Tribunal 
they'll  see  we  were  exonerated  from 
a  lot  of  this  stuff. 

Some  people  have  questioned  your 
accounting.  How  real  were  those  50 
quarters  of  rising  earnings? 

Geneen:  They  are  as  real  as  anybody 
else's.  Recently  the  Financial  Analysts 
Federation  gave  us  an  award  for  the 
most  forthright  reporting  of  anyone  in 
our  group  [electrical  and  electronics]. 
Read  the  22  financial  pages  in  our 
1974  annual  report. 

By  the  way,  our  financials  have 
been  a  great  surprise  to  everyone. 
They  thought  all  our  growth  was 
coming  from  companies  we  bought, 
not  the  companies  we  owned.  But 
they  grew  together— if  anyone  wants 
to  read  any  of  this.  We  never  bought 
any  earnings  per  share.  • 

Did  you  start  giving  all  this  deta'l 
because  of  the  criticism  from  people 
like  the  accounting  gadfly,  Professor 
Briloff?  [Abraham  J.  Briloff  of  City 
University  of  New  York.] 

Geneen:  Mr.  Briloff  won't  appreciate 
my  comment,  but  I  don't  think  of 
him  as  a  sincere  critic.  He  likes  to 
write  things  that  are  sensational  and 
sell  well.  That's  the  great  incentive 
for  people  who  want  to  see  their  name 
in  print.  You  know  he  wrote  this  ar- 
ticle called  "Dirty  Pooling."  That's  a 
nice  catchword,  but  that  doesn't  nec- 
essarily mean  his  piece  made  sense.  I 
don't  think  it  did  make  sense. 

How  is  morale  at  ITT— under 
all  this  criticism? 

Geneen:  I  honestly  think  everyone  is 
working  hard.  No  one  in  our  company 
came  in  because  his  father  is  a  direc- 
tor or  belonged  to  a  bank  or  some 
goddamn  thing.  All  my  guys  work 
their  way  up  and  succeed  on  merit. 
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"Call 
OPPD 


And  ask  for  Tom  Gage 

Tom  is  our  industrial 
development  expert.    He  will  tell 
you  that  Omaha-Southeastern 
Nebraska  is  loaded  with 
dependable  electric  power  at 
reasonable  rates.   OPPD's  Fort 
Calhoun  nuclear  generating  plant 
has  been  on-line  for  two  years, 
producing  an  additional  half 
million  kilowatts.   And  we're 
building  a  powerful  future.   We'll 
have  a  fossil-fuel  unit  for 
production  in  1979  and  another 
nuclear  unit  for  1 983.  If  you  want 
a  site  with  plenty  of  power,  Tom 
can  steer  you  into  any  number  of 
attractive  locations.    He  won't 
waste  your  time  with  generalities 
but  will  concentrate  on  delivering 
the  specific  facts  and  figures  you 
need  for  your  decision.  Send  the 
coupon,  or  give  Tom  a  call  at 
(402)  536-4347. 

for  abundant 
power  at 
reasonable  rates/' 
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Omaha  Public  Power  District 

Member:  Mid-Continent  Area 
Power  Pool 

Tom  Gage.  Director  of  Area 

Development 

Omaha  Public  Power  District 

1623  Harney  Street 

Omaha.  Nebraska  68102 

Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska 


Name 
Title 


Company^ 
Address  _ 
City 
I  State 


They  say  you  ask  too  much— that  a 
man  must  give  up  everything  worth- 
while in  life  and  just  think  of  ITT 

Geneen:  With  all  due  respect  to  your 
tape  recorder:  That's  horseshit!  Any 
guy  that  wants  to  work  will  work  and 
any  guy  that  doesn't  want  to  work  will 
find  reasons  why  the  boss  is  asking 
too  much  of  him.  In  the  end,  people 
are  really  working  for  their  own  ca- 
reers, their  own  futures. 

You  know,  a  lot  of  people  get  in- 
stinctively interested  in  what  they 
are  doing,  and  they  do  have  to  push 
themselves  out  the  door  at  five 
o'clock.  For  most  people  who  are  in- 
terested in  business,  their  problem  is 
to  get  away  from  it,  not  that  we're 
pushing  them  too  much. 

Does  this  company  mean  so  much 
to  you  that  if  you  failed,  you'd  take 
the  plunge  the  way  Eli  Black  did? 
[Black,  chairman  of  United  Brands, 
plunged  to  his  death  last  February 
from  his  44th-floor  office.] 

Geneen:  Even  that's  not  a  certain 
solution.  Back  about  1930  when  I 
was  a  page  for  the  stock  exchange,  a 
fellow  jumped  out  a  five-story  win- 
dow, but  landed  just  right  on  an  awn- 
ing, broke  through  and  just  walked 
away.  So  I  always  remembered  if  I 
had  this  problem  I  was  going  to  pick 
a  building  with  the  right  awning.  But 
hell,  I  swear,  I  fish,  I  play  golf.  I'll 
never  have  that  kind  of  problem. 

What  has  been  your  biggest  acqui- 
sition mistake? 

Geneen:  Levitt  was  the  most  trouble. 
It  was  sailing  right  into  a  business- 
building  decline  and  we  were  also  un- 
der pressure  to  divest  it.  The  combi- 
nation is  pretty  difficult  because  you 
can't  make  long-term  planning  and 
you  face  a  short-term  problem.  Ev- 
erything is  in  hindsight.  If  conditions 
had  continued  as  they  were,  Levitt 
might  have  been  a  good  answer. 

But  maybe  I  don't  know  what  our 
greatest  mistake  was  yet. 

ITT  Continental  Baking? 

Geneen:  We  bought  it  primarily  on 
its  earnings  record.  It  bad  a  good  one, 
and  was  selling  at  a  much  lower 
price/ earnings  ratio  than  General 
Foods.  Then  the  price  of  agricultural 
products  was  allowed  to  go  up,  but 
the  price  of  bread  was  kept  down, 
earnings  went  to  practically  nothing. 
Now  this  year  the  ingredients  are  go- 
ing down  in  price,  and  Continental 
will  be  nice  to  have. 

How  has  the  70%  decline  of  your 


stock  affected  you  internally? 

Geneen:  Besides  affecting  all  our  op- 
tions, it  means  we  aren't  going  to  use 
any  stock  for  acquisitions  or  raising 
capital— not  when  the  stock  sells  be- 
low book  value  of  over  $28  a  share. 

We're  not  doing  many  acquisitions 
of  any  kind  this  year,  anyway.  We 
basically  are  running  on  a  controlled 
cash-outflow  basis.  We're  saying  that 
with  increasing  inflation  and  costs,  in- 
ventories to  do  the  same  physical  vol- 
ume go  way  up.  So  we  cut  back  on 
capital  equipment  and  we  are  trying 
to  go  through  the  year  with  minimal 
cash  outflows  and  not  much  borrow- 
ing, except  to  replace  short-  or  long- 
term  debt. 

Looking  back,  have  you  achieved 
about  what  you  hoped  for? 

Geneen:  Don't  know.  Nobody  sits 
down  and  says  I'm  going  to  achieve 
this,  and  at  that  point  stops  and  quits. 
You  do  what's  ahead  of  you  that's  in- 
teresting. At  some  point  you  hope  you 
can  keep  interested  and  doing  chal- 
lenging things.  As  you  get  older,  it 
may  get  harder. 

What  do  you  do  when  you  operate 
on  certain  assumptions,  but  the  world 
is  changing  so  fast  that  the  assump- 
tions aren't  necessarily  viable? 

Geneen:  The  first  thing  you  do  is 
recognize  that  you  are  responsible  for 
them  no  matter  what  has  happened. 
Then  sit  down  and  figure  the  best 
answer  at  that  time.  This  may  mean 
rethinking,  but  above  all  it  means 
getting  and  keeping  informed. 

Shocks  like  the  oil  crisis  you  can't 
foresee,  and  you  simply  have  to  be 
able  to  accommodate  quickly  to  the 
new  condition. 

In  some  areas  I  learned  there  is 
nothing  you  can  do.  Take  this  bal- 
ance-of-payments  thing.  I  pointed  out 
that  multinationals  like  ITT  could  re- 
turn $5  billion  if  they  let  us  alone. 
I  said  what  the  U.S.  needed  was  ten 
other  companies  like  us.  What  I  learned 
is  nobody  down  in  Washington  really 
gives  a  damn. 

It's  quite  a  change  that  Harold  ('., 
neen   isn't  even  shooting  for  record 

earnings. 

Geneen:  Young  man,  are  you  old 
enough  to  remember  the  Depression? 
Because  we  arc  in  one  now.  The  l>a 
sic  question  you  have  been  putting  to 
me  is:  How  do  you  run  a  compan) 
under  thesr  unpredictable  conditions, 
and  the  answer  is  very  simple: 

You  used  to  sla\  loose.  Now  you 
run   tight,   very   tight.    ■ 


104 


FORBES,    MAY    15,    1975 


AMERICAN  FLETCHER 

NATIONAL  BANK 

AFNB 


ft 

<M  Wbk. 

*                              !*,'           '"■:>  ■■■ 

Lam/  Kennedy 

Al  Smith,  Jr. 

Vice  President 

Senior  Vice  President 

National  Division 

Corporate  Banking  Group 

l^mm.  %                  * 

We 

can 

work  it  out  together. 
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financial  problems.  And,  we 
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come  from  total 
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communication  between  our 
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between  our  team  of 

company,  and  the  way  you 
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do  business,  the  more  we 

yours.  With  that  kind  of 
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foundation,  we  can  work  it 

know  about  us,  too.  We'll 

out  together. 

AMERICAN  FLETCHER  NATIONAL  BANK 

NATIONAL  DIVISIC 

)N,  INDIANAPOLIS,  INDIANA  U6277  317  633-2667 

Some  folks  think  we  count  cans  ...  or  bottles  ...  or  cases!  .  .  . 
But  it's  not  true!  We  know  that  you're  hiring  our  expertise  to 
count  your  money.  And  that's  one  of  the  first  things  that  we 
emphasize  in  our  employee  training  programs.  Accuracy!  Accu- 
racy! Accuracy!  And  then  some! 

Call  us  today.  We'll  show  you  why  2000  American  companies 
choose  our  service  ...  for  recorded  or  calculator  inventories  .  .  . 
for  accuracy,  efficiency,  and  fair  cost. 
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WASHINGTON  INVENTORY  SERVICE 

SINCE  1953 

Home  Office:  7150  El  Cajon  Blvd..  San  Diego.  Ca  92115  (714)  461-8111  Other 
offices  nationwide  Anaheim  /  Atlanta  '  Chicago  /  Dallas  <  Denver  Detroit  Hay- 
ward  /  Houston  /  Kansas  City  /  Phoenix  /  Portland  /  Reseda  Riverside  Sac- 
ramento /  St  Louis  /  Santa  Clara  /  Spokane  I  Temple  City  /  Washington  D  C 
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in  Nebraska... 
isn't  that  where 
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FREE 
A  book 
on  how 
to  cut  your 
costs  and 
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your  profits 
in  Nebraska. 


State  of  Nebraska     •     Department  of  Economic  Development 
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when  the  Government  cut  back  on 
the  program  at  a  time  when  we  had 
a  lot  of  fixed-price  contracts.  Inflation 
and  government  delays  hobbled  ev- 
erything. You  are  ruined  in  a  building 
project  if  you  take  an  extra  year  in 
an  inflationary  period. 

Do  you  feel  now  that  these  prob- 
lems are  better  left  to  the  Government? 


Burnham:  No.  In  Westinghouse's 
case,  my  regret  is  not  that  we  went  in. 
I  think  we  should  try  to  solve  these 
problems.  But  we  should  have  put  our 
toe  in  the  water  before  we  went  in 
up  to  our  waist.  The  thing  I  feel  I 
did  wrong  was  not  in  letting  them  go 
in,  but  in  letting  them  go  in  so  big. 
In  contrast,  we  went  in  small  in  edu- 
cation with  Westinghouse  Learning 
and  bottling  with  Seven-Up,  and  both 
of  those  are  very  successful  now. 

//  staying  too  long  with  appliances 
was  your  wont  mistake,  what  did 
you  do  best? 

Burnham:  My  biggest  contribution 
was  building  up  an  organization  of 
managers.  This  changed  things  so 
that  more  decisions  were  made  down 
in  the  company  so  we  could  get  off 
the  $2-billion-sales  level  where  we 
were  stuck  for  five  years.  When  I 
tame  in,  too  many  things  were  com- 
ing to  the  top  and  you  weren't  get- 
ting any  decisions.  Of  course,  Kirby 
will  be  a  little  tougher  than  I  was  in 
holding  managers'  feet  to  the  fire. 

You  mean  that  under  Kirby  there 
will  be  less  decentralization? 

Burnham:  Of  course.  Seeing  some  of, 
these  problem  areas,  we  started  put- 
ting back  more  centralized  controls. 
For  example,  we  have  set  up  stricter 
limits  of  authority  at  the  operating  lev- 
el. Now  we  even  classify  projects 
by  risk  and  take  up  the  higher  risk 
ones  at  a  higher  management  level. 
But  this  is  something  we  started  doing 
last  year,  not  last  month. 

Will    Westinghouse,    under    Kirby, 

make  your  old  unachieved  target  "I 
$2.50  per  share?  [Last  year  it  was  31 
cents;    its   best    year,    (2.24    iii    lu72.| 

Burnham:    I   think  so.   II   we  hadn't 

had  this  high  inflation,  we  would 
h.i\  e  had  it  some  years  back. 

I  don't  think  Bob  is  going  to  ni.tke 
radical  departures  heeaiisc  lies  been 
part  ol  our  top  polie\  group  loi  man} 
\eais.  lies  been  able  to  see  what  I 
haven't     done     well,     so     he     won't     do 

everything   the    waj    I    did.    But    he 
isn't    going   to   throw    everything 
and  start  I  nun  around  zero.  ■ 


108 


FORBES,    MAY    15,    197« 


, 


We're  partners  with  Mother  Nature.  But  we  help  her  hurry  the  process. 


fight  now  every  person  in  the  country  uses 
bout  575  pounds  of  paper  products  a  year, 
wenty-five  years  from  now  they'll  probably 
equire  twice  as  much. 

So  when  you're  a  tree  farmer  and  wood 
onverter  like  Potlatch,  you  have  to  hurry 
lature  along  a  bit  to  meet  the  need. 

She  can  use  help.  Where  it  takes  her  a 
entury  to  grow  a  new  crop  of  trees,  we  can 
tdd  science  to  her  good  instincts  and  grow  a 
lew  crop  in  70  years.  Soon,  we  expect  it  to  be 
ubstantially  less. 

At  Potlatch  we  have  genetic  programs  to 


produce  super  trees  in  one  part  of  the  country. 
In  another,  we  let  nature  do  her  job  through 
natural  seeding.  We  also  help  with  selective 
thinning,  planting,  and  controlled  fertilization  of 
our  1.3  million  acres  of  prime  forest  lands. 
This  partnership  between  nature's  sure 
instincts  and  Potlatch  forestry  science  enables 
us  to  harvest  several  hundred  million  board 
feet  of  logs  each  year.  We  then  convert  this 
renewable  resource  into  lumber,  plywood, 
specialty  wood  products,  particleboard,  paper- 
board,  business  and  printing  papers,  packaging 
and  disposable  consumer  paper  products. 


Our  partnership  with  nature  helps  us  meet 
America's  growing  wood  and  paper  need.  But 
it's  also  good  business.  In  1974,  Potlatch  sales 
were  $488  million— up  from  $442  million  in 
1973.  Earnings  in  1974  were  $45,289,000,  or 
$6.20  per  share,  a  one-third  increase  over 
$33,979,000,  or  $4.65  per  share  in  1973, 
which  more  than  doubled  the  $16,585,000,  or 
$2.24  per  share  earned  in  1972. 

If  you'd  like  more  facts  about  Potlatch-an 
equal  opportunity  employer-just  ask.  Write: 
Potlatch  Corporation, 
P.O.  Box  3591,  San  Francisco,  CA  94119. 


"Hope  For 
The  Wild  Ones- 
But  Don't  Count 
On  Them" 


afK 


O'Keefe 
of  EG&G 


There  was  a  time  when  EG&G,  Inc. 
looked  like  another  Xerox.  Since  its 
founding  by  a  group  of  Massachu- 
setts Institute  of  Technology  scientists 
in  1947,  the  company  has  been  at 
the  forefront  of  nuclear  technology. 

EG&G  has  been  well  managed 
and  it  has  avoided  the  traps  that 
ensnared  so  many  technology  com- 
panies, but  its  scientific  mastery  has 
not  been  translated  into  explosive 
growth  and  profitability.  Its  sales  last 
year  were  about  $160  million,  and  its 
profit  was  less  than  $6  million.  In  this 
interview,  Chairman  and  President 
Bernard  J.  O'Keefe,  himself  a  nuclear 
engineer,  56,  explains  how  situations 
beyond  the  control  of  management- 
political,  environmental,  as  well  as 
the  nature  of  scientific  work  itself — 
have  slowed  things  down. 

"Operation  Plowshare"  was  your 
big  hope,  your  ticket  to  the  big  time— 
the  use  of  controlled  nuclear  explo- 
sions to  free  up  natural  gas  and  other 
resources.  What  held  you  back? 

O'Keefe:  The  changing  climate.  Ten 
years  ago  we  felt-as  the  Russians  still 
feel— that  there  were  two  potential  ap- 
plications to  this  highly  concentrated 
source  of  energy.  Resource  recovery 
is  one.  The  other  is  what  we  call 
nuclear  landscaping,  such  as  creating 
a  ditch  for  another  Panama  Canal. 
But  in  1963  there  was  a  policy  de- 
cision on  the  part  of  the  U.S.— which 
I  believe  the  nation  should  have  done 
—to  forego  the  merits  of  peaceful  ex- 
cavation purposes  to  obtain  a  surface 
and  underwater  test-ban  treaty. 

Now  if  that  policy  decision  had  not 
been  made,  if  we  were  living  in  a 
climate  of  the  early  Fifties,  there 
would  have  been  more  tests  for  de- 
fense purposes  and  the  peaceful  tests 


would  have  gone  along  also. 

And  now  environmental  concerns 
are  the  big  barrier  to  Plotcshare? 

O'Keefe:  Yes.  But  I  still  feel  re- 
source recovery  is  valid.  Until  a  year 
ago  I  felt  that  we  could  bring  it  off. 
But  Colorado,  where  we  planned  our 
project,  changed  with  the  last  elec- 
tion. Who  would  have  dreamed  ten 
years  ago  that  they  would  ban  the 
Winter  Olympics  there? 

However,  we  are  talking  to  the 
Egyptians  about  a  project  to  create 
tunnels  to  pipe  water  down  into  a 
desert  area;  that  would  be  a  use  of 
the  bomb. 

It's  a  classical  case.  You  have  some- 
thing with  great  economic  potential 
but  political  obstacles  stand  in  the 
way  of  experimentation. 

O'Keefe:  Some  day  economics  will 
prevail.  Five  years  ago  the  big  con- 
cern was  thermal  pollution,  but  it  de- 
veloped that  thermal  pollution  had  a 
positive  effect  on  ocean  environment, 
not  negative.  Then  it  was  emergency 
core  cooling  system  failures,  which 
might  release  radioactivity  from  nu- 
clear plants.  That's  now  beginning  to 
subside,  too.  Next  year  it  will  be  plu- 
toninm  poisoning  and  storage. 

However,  as  the  general  public  be- 
comes convinced  that  nuclear  is  going 
to  be  with  us  and  as  they  accept  it 
in  power  plants,  then  the  prospects 
for  other  nuclear  uses  will  become 
clearer.  Particularly  if  we  can  get 
across  the  concept  that  we  rant  live 
in  a  riskless  society— whether  you're 
transporting  oil  ashore  or  whatever. 
You've  got  to  take  risks. 

Logically  yon  are  right,  but  Amer- 


ica's political  system  is  geared  to  re- 
act rather  than  act,  and  any  time 
you  honestly  spell  out  the  risks,  it's 
the  risks  that  will  get  the  attention. 

O'Keefe:  As  one  congressman  said 
to  me,  "You  know,  I  subscribe  to  your 
thesis  completely  and  in  the  long  run 
you  are  absolutely  right.  The  only 
trouble  is  if  I  adopt  your  point  of 
view,  it  will  be  recognized  some  five 
elections  after  I'm  put  out  of  office." 

An  emergency  could  change  all 
that,  however. 

O'Keefe:  Yes.  For  example,  if  Faisal 
hadn't  called  off  the  oil  embargo,  this 
thing  might  be  going  full  scale  right 
now.  It  could  have  been  pushed  by 
blackouts  or  rationing— things  we  as 
a  company  have  no  control  over. 
But  the  urgency  is  going  away  and 
people  are  fat,  dumb  and  happy  again. 
So  we  have  to  sit  and  wait.  We've 
been  through  this  many  times  with 
other  products.  Long  ago  we  had  a 
stop-motion  flash  tube,  which  we  felt 
would  be  ideal  in  copiers.  But  until 
Xerox  had  saturated  the  market  for 
other  kinds  of  copiers  and  moved 
ahead,  we  didn't  have  a  market  for 
our  product.  Whether  it  is  technology 
or  anything  else,  you  can't  do  much 
until  the  market  is  there. 

We  were  expecting  some  great 
breakthroughs  from  EG&-G  in  medical 
research  and  haven't  seen  many. 

O'Keefe:  Externalities  again.  We 
haven't  moved  quickly  there  because 
the  health  business  is  in  a  state  of 
transition.  The  problems  during  the 
last  two  years  have  not  been  techni- 
cal, but  financial.  It's  been  very  dif- 
ficult to  collect  from  Medicaid  or  the 
states.  I  don't  want  to  increase  the 
capital  investment  in  our  laboratories 
until  I  sec  the  return  is  there. 

Is  it  true  you  were  just  lucky  in 
your  instruments  for  monitoring  oil 
spills?  You  originally  were  betting  on 
an  oceanographic  boom. 

O'Keefe:  We  thought  the  Govern- 
ment was  going  to  have  a  large  ocean- 
ographic program— a  wet  NASA— so 
we  built  up  capability  to  take  ad- 
vantage of  this  program.  At  the  time, 
neither  we  nor  anybody  else  en\i 
sioned  the  environmental  laws  coining 
along  as  rapidly  and  strong!) . 

Now  Ik  re's  the  point  of  my  argu- 
ment  On   externalities.    When   this  en 

vironmental  stufl  came  along,  we  were 

able    to    Utilize    a    Capability     we    had 

built  up  for  another  reason. 
But   I  don't   lanli  our  planners  for 

not     anticipating.     In     today's     world, 


110 


FORBES,    MAY    15,    1975 


Travel  the  highways,  and  the  one  name 
you'll  see  on  recreational  vehicles  — 
time  and  time  again  — is  Apache. 
Apache  is  made  by  the  Vesely  Company 
of  Lapeer,  Michigan,  which  produces 
fully  equipped  vehicles  that  bring 
camping  comfort  to  thousands. 

Through  The  Lapeer  Agency,  The 
Home  provides  Vesely  with  just  about 
every  insurance  coverage  a  major 
manufacturer  needs,  including  Work- 
men's Comp.  and  Commercial  Excess 
—  even  Truck  Fleet  to  protect  the  com- 
pany-owned rigs  that  deliver  Apaches. 

The  Home  is  geared  to  providing 
multi-coverage  for  every  kind  of  com- 
pany. And  to  it  all,  we  add  in-depth 
technical  services  and  fast  claim  service. 

Want  to  know  more?  Call  your  broker 
or  look  for  your  Home  agent  in  the 
Yellow  Pages. 


Home 

Insurance 

Companies 

A   CITY  INVESTING   COMPANY   GROUP 


The  helpful  bank  is  part  of  the  local 
scene  in  over  30  lands. 


Sea-going  Junks.  Hundreds 
of  them  are  needed  to  provide  the 
fresh  sea  food  without  which 
Hong  Kong  simply  could  not  survive. 
And  as  Hong  Kong  expands,  so  does  its  need 
for  fish.  If  your  company  would  like  to  "fish"  in  the 
rich  Hong  Kong  waters  for  commercial 
opportunity,  our  Hong  Kong  representative  office  has  the 
kind  of  contacts  and  local  knowledge  you  need 
to  do  business  there.  On  top  of  this,  we  can  use  the 
Royal's  world-wide  banking  network  to  help 


pull  together  all  the  elements  that  go  to  make 

a  deal  in  today's  international  business  world. 

So,  if  you  have  business  in  Hong  Kong,  or  anywhere 

in  the  Far  East,  call  us. 

And  see  how  helpful  we  can  be. 


THE  ROYAL  BANK  OF  CANADA 

New  York  Agency.  68  William  St ..  N  Y  10005 

San  Francisco  Agency.  560  California  St.,  Cal  94104 

Representative  offices  in  Chicago.  Dallas,  Los  Angeles. 

Head  Office,  Place  Ville  Marie,  Montreal 

Toronto,  20  King  Street  West 

Over  1400  offices  in  Canada  and  around  the  world 


Argentina -Australia -Bahamas -Belgium -Belize -Brazil -Cayman -Channel  Islands -Colombia -Dominican  Republic  •  Eastern  Caribbean -France -French  West  IndWS  •  Germany  •  Great  Britain 
Guyana  •  Haiti  •  Hong  Kong  •  Jamaica  ■  Japan  •  Lebanon  •  Malaysia  •  The  Netherlands  •  Philippines  •  Puerto  Rico  •  Singapore  -Trinidad  &  Tobago  •  United  States  •  Venezuela  •  Virgin  Islands 


even  the  best  planning  can  make  you 
go  astray. 

For  example,  we  acquired  this  au- 
tomobile-testing agency  in  Texas  be- 
cause we  felt  with  the  environmental 
laws  the  rotary  engine  would  start  to 
come  along.  In  terms  of  mileage,  we 
knew  the  Wankel  engine  was  a  pretty 
crappy  engine,  but  there  was  going 
to  be  a  push  to  lower  pollution  and 
that  was  much  more  important  than 
gas  economy.  General  Motors  was  go- 
ing to  make  the  Wankel  engine,  and 
we  were  the  first  qualified  guy  on 
Wankel  engine  testing.  Then  comes 
the  oil  embargo  and  people  start  wor- 
rying about  economy.  The  Environ- 
mental Protection  Agency  report 
showed  the  Mazda  way  down  on 
mileage,  as  I  thought  it  was.  Then, 
whammo,  there  goes  that  business! 

Pretty  frustrating! 

O'Keefe:  When  we  do  our  planning 
sessions  and  ask  how  we  can  profit 
by  those  mistakes,  my  answer  is: 
Don't  put  on  a  hair  shirt  and  say  we 
should  have  anticipated  the  oil  em- 
bargo. Then  you'll  get  too  conserva- 
tive and  not  get  anywhere. 

It's  like  bidding  slams  at  bridge. 
If  you  don't  go  down  a  few  times, 
you're  not  bidding  high  enough.  We 
look  back  and  say,  here's  a  classic  de- 
cision that  we  made  in  the  days  when 
all  the  data  showed  it  going  one  way 
and  it  turned  out  it  went  another. 
There  is  nothing  you  can  do  about  it. 

Like  a  lot  of  forward-looking  com- 
panies, you  got  burned  in  the  late 
Sixties  when  you  backed  that  black 
capitalism  subsidiary,  EGirG  Roxbury, 
in  the  Boston  ghetto. 

O'Keefe:  One  of  the  things  that  The 
Peter  Principle  book  said  was  that  if 
you  were  real  good  at  something,  you 
probably  had  to  work  awful  hard  to 
find  something  that  you  weren't  good 
at,  but  if  you  tried  hard  enough,  you 
found  it.  That's  what  happened  to  me. 

We  began  this  in  1967  when  it 
didn't  look  as  if  we  could  do  anything 
wrong.  The  prospect  of  going  into  the 
ghetto  and  tapping  a  new  resource  of 
people  was  very  enticing. 

We  did  everything  by  the  textbook, 
but  we  shouldn't  have  done  it  in  the 
first  place.  The  American  corporate 
capitalistic  system  is  not  attuned  to 
sociological  processes;  Milton  Fried- 
man is  right.  What  went  wrong?  Ev- 
erything. Literally  and  truly  every- 
thing went  backwards  from  what  we 
thought  it  would.  The  Government 
came  in,  and  Lyndon  Johnson  sent  a 
guy  up  personally  to  talk  to  us  at 
MIT  and  he  said,  "Hey,  we'll  see  that 
you     guys     get     small-business     con- 


tracts." And  I  said,  "You  know  we're 
too  big  for  small-business  contracts." 
"No  problem,  we'll  fix  that,"  he  said.  I 
never  saw  that  sonofabitch  again. 

"Will  ya  give  me  some  business?" 
you  say  to  all  your  friends— the  presi- 
dents of  other  companies.  "Gee,  I 
really  think  you're  doing  a  great 
thing,"  they  say  and  then  they  go  to 
a  vice  president  and  say,  "For  chris- 
sake,  give  him  some  business."  This 
goes  down  the  line  to  some  poor  buy- 
er who  all  his  life  has  been  taught  to 
buy  cheap  and  he  says,  "God,  why 
me?"  So  he  only  gives  you  a  $500 
order,  which  you  naturally  fill  late. 
It  was  just  plain  tokenism. 

You  say  that  you  plan  conserva- 
tively, and  yet  you  had  a  terrific  loss 
in  one  year— 1969.  You  had  to  take  a 
ivrite-off  on  developing  an  electronic 
weather  map  transmission  system  and 
that  helped  put  you  $2  million  in  the 
red  for  the  year.  Hoiv  come? 

O'Keefe:  We  were  caught  with  a 
government  contract. 

Someone  in  the  company  actually 
hid  the  facts  from  you? 

O'Keefe:  Yes.  We  were  not  fed  all 
the  information  on  costs  of  the  con- 
tract and  as  a  result,  going  into  a 
period  of  recession,  we  were  caught 
with  an  enormous  loss. 

Did  you  do  anything  so  it  couldn't 
happen  again? 

O'Keefe:  Anyone  who  tried  could 
get  us  again.  However,  we've  gotten 
all  our  money  back  many  times  in 
subsequent  years  because  our  con- 
trols are  better  because  of  that  loss 
year.  Through  the  Fifties  and  Sixties 
you  could  make  it  if  you  were  even 
of  average  intelligence.  Particularly 
so  in  the  technology  industries.  It  was 
very  difficult  to  impose  controls  on 
technology  managers  in  the  period 
when  we  continued  to  increase  earn- 
ings every  quarter.  Everyone  said, 
that's  a  fine  idea,  but  not  right  now. 

You  know,  it's  the  same  with  the 
President  of  the  U.S.:  You're  the  boss 
just  so  far.  You  can  only  impose  the 
kind  of  controls  that  the  system  will 
accept. 

But  that  loss  gave  our  people  great- 
er respect  for  auditors  and  financial 
controls  and  planning  systems.  So  we 
recovered,  and  in  the  15  years  that 
we've  been  public  now,  we  have  av- 
eraged over  16%  return  on  stockhold- 
ers' equity  and  have  average  com- 
pounded 15%  growth  in  earnings. 

Could  it  be  you  didn't  push  hard 
enough    to   install  fiscal   controls  be- 


Examining 

U.S.  Energy 

Policies 

From  the 

National  Energy  Project 

of  the  American 

Enterprise  Institute 


THE  NATURAL  GAS  SHORTAGE 
AND  THE  CONGRESS 

by  Patricia  E.  Starratt 

A  review  of  the  debate  over  price  controls 
for  natural  gas,  the  study  concludes  that 
continued  regulation  will  guarantee  higher- 
cost  energy  for  all  Americans.  Starratt  says 
deregulation  of  new  natural  gas  is  the  only 
realistic  and  truly  consumer-oriented  an- 
swer to  the  growing  gap  between  natural 
gas  supply  and  demand. 
68  pages     paperback,  $3.00 


THE  PERFORMANCE  OF  THE  FEDERAL 
ENERGY  OFFICE 

by  Richard  B.  Mancke 

The  author  charges  that  FEO  policies  dur- 
ing the  1973  Arab  oil  embargo  actually 
exacerbated  the  nation's  oil  supply  prob- 
lems. Mancke  says  the  blame  lies  not  only 
with  the  FEO  but  with  the  Congress  and — 
especially — the  executive  branch,  for  fail- 
ing to  make  adequate  preparation  to  meet 
an  oil  embargo. 
25  pages     paperback,  $1.50 


Send  for  a  complete  catalog 

of  AEI  publications 

and  audio  and  video  cassettes. 


American  Enterprise  Institute 
for  Public  Policy  Research 

1150  Seventeenth  Street,  N.W. 

Washington,  D.C.  20036 

202/296-5616 
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and  getting  better! 


Tulsa  is  ranked  number  two  in  livability  among  the  50  largest  U.S.  cities 
in  a  comparison  report  published  in  a  recent  issue  of  Harper's  magazine. 

Based  on  a  series  of  24  statistical  tables,  utilizing  both  government  and 
private  industry  sources,  Tulsa  ranked  in  the  top  10  cities  in  11  categories.  In 
20  of  the  24  categories,  we  were  in  the  top  20  cities. 

Number  two?  It's  a  pretty  good  bet  we're  number  one  now  because  we've 
improved  a  lot  since  the  report  was  compiled. 

For  example,  our  quality  of  life  improvements  during  this  period  include: 
A  32%  increase  in  the  number  of  hospital  beds;  a  29%  increase  in  public  library 
volumes;  and  a  15%  increase  in  park  and  recreation  acreage. 

Just  like  our  newest  corporate  citizen,  the  Avis  Worldwide  Reservations 
Center,  we  may  be  only  number  two  now  (which  isn't  bad  for  a  city  that's  only 
75  years  old)  but  we  try  harder,  and  we're  getting  better  every  day. 

Let  us  send  you  the  facts.  For  a  reprint  of  the  Harper's  article  and  infor- 
mation on  Tulsa's  livability,  write  or  call  the  Metropolitan  Tulsa  Chamber  of 
Commerce,  616  South  Boston  Ave.,  Tulsa,  Oklahoma  74119,  (918)  585-1201. 


TULSA 

KL^cI  Economic  Development  Commission  of  Till  SA 
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fore  the  bad  year  arrived?  After  a 
you   knew  it  was  coming. 


O'Keefe:  There  was  always  a  risl 
of  being  wrong— that  the  technolog) 
climate  of  the  Sixties  would  have  gon« 
into  the  Seventies,  and  I  would  have 
been  another  chief  executive  whe 
acted  too  cautiously  and  ended  up 
on  the  outside.  You  have  to  keep  a 
certain  base  of  support  in  your  own 
company.  As  a  leader,  you  have  to 
know  where  the  other  guys  are  going 
and  stay  ahead  of  them.  You  can't 
start  running  in  the  other  direction. 

In  a  business  like  this  where  you 
are  out  on  the  frontiers  of  technology 
and  where  you  are  subject  to  all  kinds 
of  what  you  call  "externalities,"  how 
do  xjou  do  your  long-range  planning: 
How  do  you  judge  your  controls? 


O'Keefe:  We  arrange  it  so  that  we 
don't  get  snowjobbed  by  the  manager; 
who  know  their  business  better  than 
we,  and  so  that  we  don't  go  look 
ing  for  pie  in  the  sky.  We  do  our 
five-year  planning  with  the  rule  you 
cannot  plan  on  any  business  that  does 
not  already  exist.  Our  five-year  plans 
show  a  steady  growth.  Once  we 
learn  what  excess  resources  we  have 
over  and  above  these  relatively  cer- 
tain businesses,  we  put  them  in  the 
pie-in-the-sky  things,  but  they'll  never 
get  written  into  the  plan. 

The  bulk  of  the  organization,  the 
whole  planning  control  and  adminis- 
trative system  operates  on  known 
things.  The  wild  ones  are  handled 
personally  by  a  senior  executive.  You 
hope  for  the  wild  ones— but  don't! 
count  on  them. 

Wild  ones?  Are  there  others  uith 
this  kind  of  potential? 

O'Keefe:  Nothing  I  want  to  talki 
about,  but  we  always  have  a  lot  of 
other  interesting  ideas  kicking  around 
the  place. 

You  mean  things  that  arc  long  odds, 
but  if  they  hit,  they  tcoidd  he  fab- 
ulous? Maybe  you'rr  being  too  ra- 
tional, too  controlled-  Maybe  you 
should  go  after  more  of  the  pie  in 
the  sky? 

O'Keefe:  These  arc  arguments  we 
have.  My  view  is  that  with  good 
growth  and  a  lot  ol  things  coming 
along  that  can  give  ns  U5%,  maybe 
25%,  earnings  growth,  we  have  1 1  u 
capability  of  building  a  good  recorl 
that  Few  other  companies  have. 

The   idea   of  doing  something 
technology's  sake  alone  is  gone.  \\'t 
realize  thai  we  can't  exist  just  on  a 

technological  capability.    ■ 
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itler  buildings  can  give  you 
letter  roof  protection  than  others 
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The  Butler  MR-24®  R 

'.oof  System 

>e  sure  you 
lilcl  a  Butler  building* 

Serving  building  needs  internationally,  with  plants  and  offices  in  the  United  States,  Canada  and  the  United  Kingdom. 


The  roof  is  a  key  part 
of  any  building.  It  provides  primary 
protection  for  your  employees, 
your  machinery,  your  inventory. 
Because  it  is  so  vital  — and  so 
exposed— problems  with  your  roof 
can  be  very  costly.  So  it  pays  you 
to  buy  the  best  roof  available 
for  your  building  dollar. 

And  our  exclusive  MR-24  roof 
system  is  the  best  in  the  world. 

It  gives  you  a  single,  continuous 
watertight  metal  membrane  over 
your  entire  building.  Individual 
roof  panels  are  machine  connected 
by  permanent  double  lock  seams. 
And  the  joined  panels  are  attached 
to  the  structure  by  a  unique  clip 
formed  right  into  the  standing  seam. 
So  there  are  no  fastener  holes, 
except  at  the  eave  or  when  a 
panel  splice  is  needed. 

And,  unlike  most  roofs,  ours  is 
uniquely  designed  to  accommodate 
the  critical  forces  of  wind  uplift  and 
the  stresses  of  expansion  and 
contraction  caused  by  severe 
temperature  changes.  This 
eliminates  the  need  for  costly 
maintenance  or  repair. 

There  simply  isn't  another 
roof  system  to  equal  our  MR-24 
anywhere  under  the  sun. 

And  the  cost  of  this  matchless 
roof  protection  is  so  attractive 
that  MR-24  is  already  withstanding 
the  elements  on  thousands  of 
buildings  across  the  country. 

It's  available  through  authorized 
Butler  Builders  and  is  installed  only 
on  Butler  buildings. 

To  learn  about  all  the  exclusive 
features  available  with  only  the 
building  systems  we  make,  contact 
your  local  Butler  Builder.®  He 
can  build  you  a  true  Butler  building. 
So  look  under  "Buildings,  Metal" 
in  your  Yellow  Pages.  Or  write 
Butler  Mfg.  Co.,  BMA  Tower, 
Dept.  B-395,  Kansas  City,  Mo. 64141. 

'butler' 
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OFSOmE 
GREAT  ORES 
inDUSTRV! 


They're  river  basins  with  tremen- 
dous volume  —  Mississippi, 
Arkansas,  Tombigbee,  Black 
Warrior,  Alabama,  Red  and 
others.  They'll  meet  the  water 
needs  of  your  new  plant— and 
your  traffic  needs,  with  conve- 
nient freight  service  by  Frisco. 
FOR  INFORMATION  about 
our  many  water  sites  write  us  on 
your  letterhead,  in  complete 
confidence  and  without  obliga- 
tion. Please  state  your  specific 
needs  in  as  much  detail  as 
possible.  N.  A.  Kirchoff,  Asst. 
Vice  President  and  Director  of 
Industrial  Development,  St. 
Louis-San  Francisco  Railway 
Co.,  923J  Frisco  Bldg.,  St.  Louis, 
"  3.63101  orcall  (314)241-7800. 
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St.  Louis-San  Francisco  Railway  Co 

Frisco  Territory  includes: 

Alabama,  Arkansas,  Florida, 

Kansas,  Mississippi,  Missouri, 

Oklahoma,  Tennessee,  and  Texas. 


They  Can  Afford 

Big  Mistakes; 

We  Can't" 


Chapin 
of  American  Motors 


Out  of  perhaps  a  dozen  independent 
automakers  who  survived  the  Great 
Depression,  only  one  is  left  today, 
American  Motors.  Long  gone  are 
such  once  great  names  as  Packard, 
Studebaker  and  Willys-Overland, 
which  did  manage  to  survive  into  the 
Fifties  but  couldn't  hack  it  through 
the  Sixties. 

American  was  a  merger  between 
two  of  the  stronger  independents, 
Nash  and  Hudson,  and  it  later  ac- 
quired Kaiser  Industries'  Jeep  divi- 
sion. But  merger  alone  didn't  save 
American.  What  saved  American 
more  than  anything  else  was  its  will- 
ingness and  its  ability  to  innovate. 
American  pioneered  the  modern  com- 
pact car.  It  pioneered  the  buyer-pro- 
tection plan,  a  sort  of  super-guarantee 
"with  no  fine  print."  And  now  it  has 
pioneered  the  Pacer.  Under  Roy  D. 
Chapin,  son  of  a  great  Detroit  pio- 
neer, American  has  been  a  well-man- 
aged company  by  any  standard. 

But  even  that  hasn't  been  enough. 
American  is  now  in  the  red,  its  sales 
down  40%  from  a  year  ago,  its  stock 
selling  for  half  of  book  value. 

In  this  interview,  however,  able 
Roy  Chapin  explains  why  he  thinks 
American  is  stronger  than  it  may 
look    from    the   outside. 

You've  got  the  Pacer  now,  and  it's 
wider,  you  can  sec  out  of  it.  and  no 
one  else  has  got  anything  like  it.  Hut 
it  seems  that  every  time  you  as  a  com- 
pany do  something  spectacular,  the 
big  fellows  jump  in  after  you. 

Chapin:  You  just  have  to  keep  on  do- 
ing spectacular  things.  There's  no  way 

that  yon  arc  always  going  to  have 
little  monopoly  in  sonic  given  segment 
of  a  business,  or  with  an  idea  or 
even  a  product.  Somebody  else  is 
hound  to  come  along,  sooner  or  later. 
You  can't  plan  things— products— lor 
the  future;  yon  have  to  create  an  or- 
ganization that  can  handle  change. 


So,  right  from  Jan.  8,  1967  [the 
"day  Chapin  took  over  the  company] 
we  determined  that  we  were  going  to 
cease  being  a  me-too  company.  Be- 
fore that  we  tried  to  be  everything 
to  everybody,  and  you  can't  do  that 
unless  you  are  General  Motors. 

At  that  press  conference  [announc- 
ing the  change  of  management]  we 
said  we  were  going  to— I  think  we  used 
the  phrase— adopt  a  philosophy  of 
difference.  That  sounded  like  a  lot  of 
conversation,  and  a  lot  of  people 
thought  it  was. 

So,  wfiaf.s  so  different  about  you? 

Chapin:  We  don't  lead  public  taste; 
we  try  to  anticipate  where  it's  going 
and  be  there  when  it  gets  there— be- 
fore anyone  else. 

The  most  recent  tangible  evidence 
of  it  is  our  buyer-protection  plan.  Ev- 
erybody told  us  we  were  out  of  our 
minds  to  do  it.  But  we  did  it  exactly 
at  the  right  time  in  terms  of  the  pub- 
lic's buying  concerns.  We  sold  a 
lot  of  automobiles  as  a  result  of  it. 
And  equally  important,  we  think  we 
got  people  thinking  of  us  as  the  suit 
of  company  that  keeps  the  interests  ol 

its  customers  at  heart; 

So  this  helped  achieve  my  basic 
objective  of  creating  a  feeling  of  iden- 
tity for  us.  Sure,  it  involved  risks.  I 
just  accept   that   as  an   inherent   aspect 

of  doing  business.  Maybe  it's  part  ol 
the  Inn  that  this  business  in  particulai 
plays  for  very  high  stakes.  And  if  you 
play  with  the  big  boys  you  have  to 

exercise    a     certain     ingenuity,     to    do 

things  effectively  without  the  infinite 
resources,  comparativelj  speaking, 
that  some  companies  ha\ e. 

They   can   afford   to   make   big   mis 
takes;    we    can't.    We    jusl    don't    have 
that    luxury.    We   make   mistakes,   sine. 

hut  we  can't  afford  catastrophic  on< 
We've    survived    what    you    mighl 

call  minor  mistakes.  We've  li.nl  e.iis 
that  didn't  sell,  like  the  \l.ulin.  which 
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The  World  of  Fruehauf. 
Working  around  the  clock  to  keep 
a  lot  of  Business  afloat. 

We  are  set  for  it,  though. 

Our  Maryland  Shipbuilding  and  Drydock 
Division  in  Baltimore,  for  example,  now  has 
in  operation  the  largest  floating  drydock  on 
the  eastern  seaboard.  And  further  south,  in 
Florida,  our  Jacksonville  Shipyards  are 
working  around  the  clock  in  ship  building, 


conversion,  maintenance  and  repair.  We 
even  have  a  shipyard  especially  geared  for 
large  pleasure  boats  and  fishing  vessels. 

If  you  are  surprised  that  the  world  of 
Fruehauf  includes  this  kind  of  booming 
business,  then  there  is  a  lot  about  our  business 
you  don't  know.  For  a  first-hand  look,  write 
for  our  World  of  Fruehauf  book:  Fruehauf 
Corporation,  Dept.  FO-55,  10900 
Harper,  Detroit,  Michigan  48213. 

You  have  been  left  high  and 
dry  long  enough. 


Baltimore  County 
Maryland... 

where  your  people 


can  live 


Selection  of  a  plant  site  in  Maryland  can 
have  many  advantages.  Add  to  the  list  of 
Maryland  advantages,  Baltimore  County 
—  the  unique  area  that  combines  pro- 
gressive industrial  tempo  with  an  un- 
matched tempo  of  living.  It's  a  synergistic 
combination  that  adds  up  to  a  plus  climate 
for  productivity  and  profit. 

Consider  recreation.  The 
Chesapeake  Bay  offers  unlimited  fun  for 
swimmers,  boaters,  fishermen,  and  water 
skiers.  Hunters  find  an  abundance  of  wild 
game,  from  deer  to  wild  geese  There  are 
excellent  golf  courses,  tennis  courts,  and 
swimming  clubs  throughout  the  area. 
Every  major  spectator  sport,  too,  is  close 
at  hand. 

A  wide  choice  of  lifestyles  —  with 
recreational,  cultural,  and  educational 
opportunities  for  every  taste  —  help  keep 
your  key  personnel  contented  and  pro- 
ductive. Prime  industrial  sites,  highly 
competent  labor,  and  a  favorable  tax  cli- 
mate help  keep  your  operation  profitable. 
They're  all  in  Baltimore  County,  Maryland. 
Shouldn't  your  plant  be  here  too? 

If  you  are  indeed  interested  in  Balti- 
more County  and  what  it  has  to  offer  as  a 
superior  plant  location,  contact: 

H.  B.  Staab,  Director 

Industrial  Development  Commission 

Suite  301-C,  Jefferson  Building 

Towson,  Maryland  21204. 


Baltimore  County 
has 


M  I  Bait 
T/,r  ffo&&»  9&^Ace     (|ndustriai  Tempo) 


was  a  fastback,  ahead  of  its  time  in 
1965.  And,  remember,  three  years  be- 
fore that,  we  put  on  those  damnable 
ceramic-armored  mufflers  and  tail- 
pipes, guaranteed  for  the  life  of  the 
car.  That  lost  us  a  bundle.  Any  time 
you  guarantee  anything  forever, 
you're  in  trouble.  But  we've  lived 
through  things  like  those,  things  that 
cost  you  $5  million  or  $10  million  or 
$15  million.  We  can't  survive  a  lot,,  of 
$200-million  mistakes. 

But  that  doesn't  inhibit  me  a  bit. 
You  know  the  Pacer  is  a  big  gamble. 

Yes.  You  spent  $60  million  in  re- 
tooling costs  alone,  didn't  you? 

Chapin:  Yes.  There  is  no  way  I  can 
tell  you  what  is  going  to  happen  15 
years  from  now,  but  for  the  foresee- 
able future  everything  I  can  see  is 
headed  right  where  we  are  now,  in 
terms  of  the  big  segment  of  the  U.S. 
market,  to  say  nothing  of  overseas. 

And  what  if  Townsend  of  Chrysler 
were  right?  What  if  the  auto  market 
dropped  all  the  way  down  to  6  mil- 
lion cars  a  year? 

Chapin:  We'd  hang  in  there.  We're 
currently  getting  5%  of  the  market, 
of  the  domestic  market,  and  in  the 
years  gone  by  we  survived  [with  less]. 
We  made  a  little  money,  we  stayed 
alive,  on  240,000  or  250,000  cars  a 
year,  and  5%  of  6  million  is  300,000. 
We  could  trim  this  company  down  so 
we  could  live  with  300,000  passenger 
cars  a  year.  Our  Jeep  business  is  prof- 
itable, and  we  are  strong  in  buses  and 
military  trucks  and  postal  vehicles.  In 
fact,  we  will  do  about  $300  million 
in  sales  this  year  on  noncommercial 
vehicles. 

Let  me  put  it  this  way:  If  we  were 
sitting  here  with  nothing  but  big 
eight-cylinder  automobiles,  and  we 
were  facing  $400  million  to  retool,  I 
would  say,  "Let's  find  a  way  to  get 
out.  Let's  go  make  buses,  or  rail  cars." 

But  we  are  not  in  that  position. 
We  are  just  where  we  want  to  be. 

Is  ttie  energy  situation  helping  you? 
Is  that  what  you're  saying? 

Chapin:  I  think  the  consumer's  con- 
cern about  the  energy  shortage  is  un- 
fortunately edging  down.  But  some 
kind  of  a  constraint— taxes  or  quotas— 
on  the  importation  of  oil  is  inevitable. 
There's  no  question  that  if  the  price 
of  gas  goes  up,  we  will  see  the  move 
to  smaller  cars  accelerate. 

I  once  had  an  idea— no  great  stroke 
of  genius— that  someday  somebody 
was  going  to  make  a  car  that  would 
fit  the  multitude  of  markets.  Not 
every  one,  but  most  of  the  big  ones. 
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I  saw  GM  building  one  kind  of  car 
in  Europe  and  South  America,  and 
another  kind  in  Australia  and  another 
kind  in  this  country— all  very  nearly 
alike  excepting  for  maybe  the  dis- 
placements of  their  power  plants  and* 
a  few  pounds  in  weight.  I  thought 
there's  a  golden  opportunity  to  sell 
them  all  a  single  car.  So  I  tried  to 
.make  it  happen  with  one  of  our  cars, 
the  Rambler  American. 

When  was  this? 

Chapin:  The  mid-Sixties.  And  I 
found  that  you  couldn't  do  it.  Here 
was  the  lowest-priced,  smallest  car 
in  the  U.S.,  and  in  foreign  countries 
it  was  a  big,  luxurious  automobile. 
We  did  a  lot  of  interesting  experi- 
ments. For  instance,  we  took  an  in- 
termediate Rambler,  the  Classic,  to 
France  and  made  it  into  a  luxury  car 
—beautiful  broadcloth  upholstery, 
partitions  in  it  for  drivers,  and  so 
forth.  Oh,  it  was  a  slick  car.  But 
when  we  got  all  done  it  was  still  not 
a  Mercedes,  because  we  had  started 
out  with  a  car  that  was  at  the  bottom 
end  of  the  structure  in  the  U.S. 

Now  as  we  see  this  country  phas- 
ing down  in  terms  of  size  and  weight 
and  engine  displacement  and  so  on, 
that  insuperable  gap  in  terms  of  prod- 
uct is  now  closing.  If  our  experience 
with  the  Pacer  at  the  Geneva  Auto- 
mobile Show— the  tremendous  re- 
sponse that  we  got  there— is  any  in- 
dication, we  may  be  a  notch  close: 
to  what  I  call  the  world  car. 

The  Pacer  was  designed  to  take  a 
rotary  engine,  wasn't  it? 

Chapin:  We  originally  conceived  it 
to  take  either.  We  recognized  that 
even  if  we  had  the  rotary  by  this 
year— which  seemed  to  be  a  prospect 
—there  were  going  to  be  people  who 
still  wouldn't  want  to  buy  a  rot  n\ 
engine  at  the  volumes  we  would  be 
—and  are— selling  the  Pacer.  I  would 
say  the  idea  is  still  alive,  but  it's  not 
one  of  our  more  immediate  priorities, 
Conceptually,  it's  got  tremendous  ap- 
peal. But  the  amount  of  appeal  is 
academic  if  you  can't  make  the  damn 
tiling  work. 

(Running  American  Motors,  last  l  / 
the   independents,   isn't   an  easy  job, 

A  major  reason  Hoy  Chapin  does  so 
well  at  it  is  thai  he  lores  the  busi 
ness.  "Last  year"  recalls  Frank  Hedge, 
AM's  lop  public  relations  man.  "i/v 
all  went  out  to  the  proving  ground  to 
drive  some  prototype  Pacers.  We 
ended  up  sjHinling  the  whole  day 
there,  just  driving  around  chasing 
each  other,  and  Roy  teas  hat  im, 
more  fun  than  anybody.")    ■ 
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When  people  hear  our  name 

and  think  of  beer,  we've  got 

some  explaining  to  do. 


If  you  hear  the  word  Budd  and  think  of 

beer,  you're  thinking  of  someone  else. 

On  the  other  hand,  if  you  think  of  us  for 

automobile  components  or  rail  passenger  cars, 

you're  getting  warm.  Because  we're  into 


a  lot  more  things  than  you  probably  suspect. 
Overseas,  too,  with  some  37  different 
affiliates.  On  5  continents.  It's  all  a  part  of 
our  reach  toward  the  billion  dollar  mark. 
And  we're  getting  pretty  close. 


r 


Our  famous  wheels  for  trucks.  (No  hops 
here.)  Budd  engineered  better  over-the- 
highway  wheels  for  trucks.  Our  famous 
Ledge-Weld"  and  Bevel-Weld"  wheels 
have  proven  to  be  so  good,  they're 
guaranteed  for  five  years. 

The  Metroliners!  Of  course.  (Good  cold  beer  avail- 
able.) More  and  more  people  are  using  AMTRAK's 
Metroliners  between  New  York  and  Washington,  D.C. 
Worldwide,  Budd  has  a 
rail  passenger 
car  backlog  of 
over  $300 
million. 


We  also  make  cast 
nylon  propeller 
shaft  bearings 
for  German  ships. 
(Talk  about  your 
beer  drinkers!) 
Budd  manufactures 
propeller  shaft  and 


rudder  bearings  for  ships.  They  last  longer 
and  are  better  than  steel.  Covers  for  barges 
and  railroad  cars  are  also  made  of  Budd  cast 
nylon  or  Celoron." 


t 
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Sdlid  State  circuit  boards  for  European  television  and 
stereo.  (Obviously,  nothing  to  do  with  beer.)  Major  radio 
and  television  manufacturers  throughout  Europe  rely  on  us. 
We  also  supply  bushings  that  fasten  the  rails  for  both 

French  and 
German 
railroads. 


Our  plants  in  Mexico  make 

wheel  products  for  all  kinds  of 

trucks.  (Not  just  brewery  trucks.) 

Mexico  is  one  country  out  of  18 

where  you'll  find  Budd.  Our  plants 

in  Mexico  manufacture  disc  brake 

parts  and  hubs  and  drums  for 

every  automobile  and  truck 

manufacturer  there. 


2155  West  Big  Beaver  Road 


SWMWMWM  Troy.  Michigan  48084 
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Budd  really  gets  around.  The  World* 


Some  day  this  tree  will  protect  your  skin  from  the  net 


A  lot  of  our  different  businesses  stem  from  our 
forestlands.  Chemicals  recovered  during  paper 
manufacturing  gave  us  our  start  in  the  chemical 
business.  Upgrading  our  assets  to  their  highest 
potential  brought  us  into  land  development  and 
encouraged  us  to  produce  and  market  building 
materials.  We've  even  gone  under  our  land  to 
mine  titanium  and  other  minerals. 


A  great  many  of  our  chemicals  derive  from  our  tr«* 
Like  terpenes— the  base  for  aromatic  chemicals  th 
go  into  fragrances.  Other  chemicals  go  into  sunlai 
lotions,  cosmetics,  inks,  paints  and  adhesives. 
They're  even  a  key  ingredient  in  the  plastic  wrap  i 
your  kitchen.  We  make  hundreds  of  special 
chemicals  that  end  up  in  products  you  use  every  dj 


food  from  spoiling  or  your  family  from  the  cold. 


)ur  paperboard  turns  into  all  sorts  of  packaging, 
lartons  that  keep  food  shelf-fresh.  Paper  bags 
)  carry  the  food  home.  Corrugated  containers  that 
eep  your  stereo  in  one  piece.  Stretch-Pak®  see- 
lrough  packaging  that  makes  products  more 
ye-appealing.  And  your  company  brochures  may 
e  printed  on  our  bleached  white  papers. 


Your  children  may  be  growing  up  in  a  home  built 
with  our  lumber  and  plywood.  And  you  can  buy 
hardware,  paneling,  paints  and  many  other  products 
to  beautify  your  home  at  any  of  our  48  Moore 
Handley  lumber  and  building  supply  centers  in  the 
Southeast.  Take  a  closer  look  at  our  growth  and 

diversification.  Write  for  our  latest  Annual  Report. 


Union  Camp 


Growing  in  more  ways  than  one. 


Union  Camp  Corporation,  1600  Valley  Road,  Wayne,  New  Jersey  07470 


Pantyhose 
Through 
A  Pipeline 

Elberson 

of  Hanes  Corp. 


Robert  E.  Elberson  got  where  he 
is  today  because  ot  his  L'eggs.  Those 
pantyhose  packed  in  egg-shaped  con- 
tainers got  Elberson's  Hanes  Corp. 
(1974  sales:  $289  million)  out  of  a 
box.  For  the  first  time  in  history, 
apparel  became  a  supermarket  item 
with   wide   brand   recognition. 

It  worked  beautifully,  giving  Hanes 
two  excellent  years  in  1972  and  in 
1973,  and  it  would  have  had  a  good 
year  in  1974  except  for  a  write-off 
in  another  part  of  the  business.  Hanes, 
however,  hasn't  figured  how  to  rack- 
job  other  apparel  products  success- 
fully, and  the  distribution  overhead 
is  costly  for  a  single  item. 

In  this  interview,  Elberson,  46,  a 
Winston-Salem  man  who  has  spent 
his  entire  working  career  with  his 
hometown  company  and  who  became 
president  in  1972,  tells  how  L'eggs 
became  a  success— and  why  a  single 
success  doesn't  suffice. 

What  gave  you  the  idea  of  copying 
what  the  rack-jobbers  were  already 
doing  in  the  supermarkets  with  toys 
and  records  and  the  like? 

Elberson:  We  realized  that  super- 
markets had  an  out-of-stock  problem 
with  pantyhose.  The  best  way  to  con- 
trol that  is  to  refill  it  yourself.  We 
tell  the  store:  "All  we  want  is  four 
square  feet  of  space.  You  take  the 
customer's   money,   and  once  a  week 


our  girl  comes  by  and  figures  how 
much  is  off  the  rack.  Our  bill  will 
get  to  you  in  a  couple  of  weeks." 

The  conditions  were  right.  The 
product  was  changing,  the  retail  en- 
vironment was  changing.  With  stretch 
yarns,  there  are  now  very  few  sizes 
needed  to  be  kept  in  stock  for  hosiery. 
The  salesgirl,  who  had  been  the  tra- 
ditional communicator  to  the  con- 
sumer, was  disappearing  from  the 
scene;  you  were  getting  into  more 
self-selection.  The  product  was  be- 
coming more  of  a  packaged  good. 

At  the  same  time,  the  department 
store  end  of  the  business  was  losing 
share.  Under  the  usual  strategies,  we 
had  two  ways  to  go:  We  could  fight 
like  hell  and  get  a  5%  additional 
share  in  the  traditional  outlets,  but 
certainly  at  lower  margins  to  us.  Or 
we  could  lean  more  on  private  label, 
which  was  getting  more  competitive. 
Neither  course  had  appeal. 

It  wasn't  hard  to  see  that  super- 
markets as  a  sector  was  growing.  But 
in  talking  to  consumers  we  found  that 
they  were  disillusioned  with  the  actu- 
al purchase  there.  There  was  a  need 
for  a  consistent  and  reliable  prod- 
uct. All  of  this  said  a  brand,  which 
appealed  to  our  basic  nature. 

You  used  to  sell  through  only  ten 
distributors.  Now  you've  got  over 
70,000  supermarket  racks  to  fill  and 
600  trucks  servicing  them.  A  whole 
new  set  of  problems. 

Elberson:  This  brings  in  a  lot  of  in- 
flationary costs,  like  gasoline,  new  la- 
bor. And  by  selling  on  a  consignment 
basis,  this  has  really  hyped  our  work- 
ing capital  needs. 

So,  what's  the  advantage? 

Elberson:  You  control  the  pipeline. 
This  year  all  our  sales  are  down  ex- 
cept for  L'eggs.  In  our  other  busi- 
nesses, the  pipeline  contraction  is  kill- 
ing us.  Orders  have  dropped  30%,  but 
our  studies  show  sales  are  off  maybe 
2%.  Retailers  are  keeping  products  out 
of  the  store.  They've  created  their 
own  depression. 

You  flopped  with  L'eggs'  successor, 
women's  panties  in  supermarkets. 

Elberson:  When  we  went  into  test- 
market  last  August,  the  supermarket 
environment  was  hostile.  The  women 
shopping  are  under  pressure  to  watch 
every  penny  they  spend.  Unlike  buy- 
ing hosiery,  gals  are  not  used  to  buy- 
ing panties  in  the  supermarket,  so 
we  are  changing  a  whole  purchasing 
pattern,  whieh  is  a  slower  bum  type 
of  deal.  We  still  feel  that  the  two  im- 
portant   elements,    self-selection    and 


mass  merchandising,  are  here.  So  if 
we  can  communicate  effectively,  we 
may  have  a  viable  program. 

You  want  to  market  apparel  like  a 
bar  of  soap.   Does  this  make  sense? 

Elberson:  One  of  the  things  we  have 
observed  is  that  the  apparel  industry 
is  relatively  undisciplined.  What  we 
are  trying  to  do  is  become  sophisti- 
cated consumer-oriented  marketers  of 
apparel.  In  spite  of  all  that  has  been 
done,  our  studies  show  that  the  act 
of  purchasing  hosiery  is  a  "down" 
experience.  "Oh,  God,  I  have  to  buy 
another  damn  pair  of  pantyhose,"  is 
the  typical  feeling.  Now  I  consider 
that  a  failure  to  market  properly. 

Proper  marketing  is  going  to 
change  this  industry.  One  of  the  char- 
acteristics has  always  been  a  very  low 
entry  investment.  Now  machinery  is 
not  going  to  be  the  only  investment. 
You  will  also  need  this  thing  called 
marketing.  You're  not  going  to  be  able 
to  walk  into  the  sophisticated  chain 
and  say,  "Look,  I've  got  a  pantyhose 
with  toes  on  it!"  The  retailer  is  going 
to  say,  "That's  nice,  but  where's  your 
consumer  research  to  say  it  will  sell?" 

Last  year  you  wrote  off  $14  million 
in  goodwill,  most  of  it  Bali  bras.  Are 
you  planning  to  sell  Bali? 

Elberson:  No,  we  are  not.  It  just 
seemed  that  at  a  time  when  Hanes 
Corp.  was  selling  at  less  than  four 
times  operating  earnings  and  at  one- 
third  of  book  value,  why  glop  up  our 
balance  sheet  with  goodwill? 

But  if  panties  flop  again,  you  still 
need  to  put  more  merchandise  through 
this  rather  expensive  supermarket  dis- 
tribution network. 

Elbkhson:  We're  working  on  it.  Our 
major  thrust  will  continue  to  be  ap- 
parel products,  but  we've  got  some 
hot  projects  outside  the  apparel  indus- 
try—for example,  suntan  lotion,  and 
other  health  and  beauty  aids. 

We  are  convinced  this  new  kind  of 
marketing  is  vital.  We  are  looking  to 
a  time  when  the  growth  rate  is  going 
to  be  5%  in  this  country,  not  I 
when  the  consumer  orientation  is 
going  to  be  away  from  consumption, 
Consumption,  consumption.  We  are 
trying    to    use    our   expertise    to    probe 

the   consumer  psyche   and    find   out 

what  she  really  needs  and  \v;mts. 

If  panties  is  a  complete  failure  and 

one  or  two  other  things  we  are  uelting 
ready   are   failures,   I'm   going   to  have 

to  ask  myself:  "Now,  how  about  tint 
marketing  philosophy?"  Bui  with  the 
success  ol  L'eggs,  I  feel  prett)  posl 

tive  about  our  direction.    ■ 
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It  can  happen.  The  surgery  is 
a  success.  But  if  body  tissue  fails 
to  heal  properly,  the  patient 
may  face  the  trauma  of  a  second 
operation. 

But  now,  a  surgical  mesh 
made  from  Marlex ®  plastic  is 
giving  patients  a  better  chance  of 
recovery.  It  interlaces  with 
body  tissue,  strengthening  it  so 


Surgical  mesh  made  from  Mar- 
lex  plastic  helps  thousands  of 
patients  recover  from  surgery. 


incisions  can  heal  faster. 

And  who  developed  the 
plastic  that  helps  patients  avoid 
a  return  to  surgery? 

The  same  company  that  makes 
fine  products  for  your  car. 

The  Phillips 
Petroleum  Company,    i 

Surprised?  (l*AtX 

The  Performance  Company  v^.. 


PHILLIPS 


Learning  To  Ride 
A  Roller  Coaster 


Ceier  of 
Cincinnati  Milacron 


Last  year,  in  the  midst  of  a  great 
capital  boom,  capital-goods-manufac- 
turing Cincinnati  Milacron  Inc.  (1974 
sales:  $453  million)  earned  a  disap- 
pointing 8%  on  its  stockholders'  equi- 
ty; in  two  of  the  preceding  four 
years  the  company  was  barely  in  the 
black.  The  problem  does  not  lie  in 
Milacron's  products;  they  are  excel- 
lent. Nor  entirely  in  the  management 
team  headed  by  James  A.D.  Geier, 
49,  a  son  and  grandson  of  the  men 
who  built  the  company.  Geier  did 
the  sound  things:  He  expanded 
abroad  and  he  diversified  away  from 
the  metal-cutting  tools  that  had  been 
the  company's  mainstay  and  into 
plastic-forming  machinery,  thus  fol- 
lowing his  customers,  who  were  using 
more  plastic  and  less  metal. 

Geier  took  over  in  1970,  in  the 
midst  of  a  capital-goods  slump. 
Just  as  the  slump  was  ending,  price 
controls  came  in,  but  costs  kept  on 
rising.  Hardly  had  the  effects  of  con- 


trols worn  off  when  orders  began  to 
drop.  It  has  been  a  long  time  since  the 
sun  has  shone  for  Cincinnati  Milacron. 
In  this  interview,  Geier  gives  his 
views  of  what  went  wrong  and  tells 
how  he  is  struggling  to  deal  with  the 
problems  imposed  upon  his  company 
by  a  world  where  noneconomic  cri- 
teria are  becoming  increasingly  im- 
portant to  business. 

You  put  three  major  items  in  your 
president's  letter  to  stockholders  for 
1974.  It  had  to  be  rewritten  before 
the  annual  report  came  out,  because 
the  situation  had  changed  so  quickly: 
Problems  of  high  interest  rates  and 
high  prices  for  the  commodities  you 
bought,  as  well  as  the  seeming  solidity 
of  a  record  backlog  all  vanished. 

Geier:  Isn't  it  wild?  In  August,  in 
some  products,  we  went  from  allocat- 
ing our  customers  to  massive  cancella- 
tions, in  two  weeks.  But  the  long  term 


hasn't  really  changed.  Even  today 
people  think  that  interest  rates  are 
down.  Unh-unh,  not  long  term.  Now 
we've  got  too  much  debt,  but  we  got 
our  last  ST5  million  at  9%.  Goldman 
Sachs  claims  that  in  a  couple  of  years 
the  rate  will  even  be  higher.  So  we 
feel  terribly  lucky  that  we  got  all  our 
plants  and  machinery  bought  before 
that  tremendous  rise  in  inflation. 

The  Milacron  files  in  our  morgue 
are  embarrassing.  They  reveal  that  in 
1963,  1966  and  1970  three  different 
business  magazines— Business  Week, 
Forbes  and  Fortune— all  reported  es- 
sentially the  same  story:  that  you  peo- 
ple were  going  to  make  the  company 
less  cyclical.  Yet  look  at  your  earnings 
record! 

Geier:  What  happened  is  we  had 
two  dreadful  things  in  the  economy. 
A  large  percentage  of  our  plastic  ma- 
chines went  to  the  automobile  sector 
and  another  big  sector  was  household 
appliances,  which  went  clown  with 
construction.  So  we're  facing  two  re- 
cessions—automobiles and  households. 

You  had  also  hoped  that  business 
cycles  in  Europe  and  the  U.S.  would 
also  be  out  of  synchronization— as 
they  were  in  the  Sixties.  But  now  the 
tico  economies   went   down   together. 

Geier:  Aren't  we  faced  with  greater 
and  greater  shock  waves?  Just  in  the 
Western  world  we  are  seeing  greater 
fluctuations  that  seem  to  come  faster. 
Now  the  politicians  in  the  Western 
world  are  going  to  pump  it  up,  aren't 
they?  But  they  are  likely  to  get  more 
inflation  faster  than  they  are  to  get 
recovery    of    employment.    Then    the 


Ideal  Employee.  With  better  earnings,  Jim  Geier  would  market  more  aggressively  his  computerized  robot  (below). 
Unlike  humans,  it  can  do  repetitious  work  without  getting  bored  and  is  insensitive  to  noise,  heat  and  dust. 
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Ahead  of  their  time 


ki 


bus  alternative  to  this  nonsense  of  trading  in 
your  car  every  three  years. 


The  car  you  are  driving  today 
is  probably  just  a  short  step  away 
from  the  used  car  lot.  You  know  it. 
The  manufacturer  knows  it.  And, 
trade-in  statistics  prove  it. 

Since  1904,  there  has  been  an 
exception  to  this  improvidence.  Of 
all  the  Rolls-Royce  motor  cars 
built  since  that  glorious  year,  more 
than  half  are  still  cruising  on  the 
world's  highways. 

One  Life.  One  Car. 

If  you  buy  a  new  home,  you 
expect  it  to  last  a  lifetime,  even  if 
you  decide  to  move  away.  Why 
then  should  an  automobile  be  any 
different? 

There  is  no  guarantee  that 
the  Rolls-Royce  you  buy  today 
will  be  serving  you  in  the  year  2025. 
However,  with  proper  mainte- 
nance and  care,  the  chances  are 
good.  Very  good  indeed. 

And  should  you  wish  to  trade, 
remember  that  no  ordinary  luxury 


car  in  the  world  holds  its  resale 
value  better. 

A  Thorn  in  Detroit's  Side. 

For  several  decades  many 
auto  manufacturers  have  substi- 
tuted clever  gimmicks  and  flashy 
chrome  in  the  place  of  durable 
craftsmanship.  In  the  words  of  one 
famous  auto  chairman, 
"...we  want  to  make  you  dissatis- 
fied with  your  present  car  so  you 
will  buy  a  new  one. . ." 

Today,  this  curious  philos- 
ophy is  suddenly  in  deep  trouble. 
Increasing  numbers  of  car  buyers 
are  looking  for  something  more 
permanent.  In  the  face  of  a  fright- 
ened economy,  recession  and  in- 
flation Rolls-Royce  sales  rose  18% 
in  1974  —  a  sharp  contrast  to  most 
other  manufacturers'. 

Rolls-Royce  Economics. 

By  any  standards,  the  Rolls- 
Royce  motor  cars  are  expensive 


automobiles.  And  yet,  there  is  a 
compelling  logic  for  ownership. 

Take  a  pencil  and  paper  and 
total  the  purchase  prices  of  all  the 
automobiles  you  have  owned. . .  or  j 
plan  to  own.  Remember  to  sub- 
tract their  trade-in  values.  Now, 
match  this  figure  against  the  pur-i 
chase  price  of  a  Rolls-Royce  Silver  I 
Shadow.  This  remarkable  value 
cannot  go  unheeded. 

You  may  see  and  drive  these 
extraordinary  motor  cars  at  your  i 
Rolls-Royce  Dealer  (check  listing 
on  opposite  page).  Also,  send  for 
the  188-page,  handsomely  bound 
Owner's  Manual— a  virtual  ency- 
clopedia of  deliriously  fascinating 
information  on  the  specifics, 
maintenance  and  operation 
of  this  legendary  machine. 
Mail  $25  to  the  attention  of  a  i 
Mr.  Lynn  Perkins,  Public  Relations 
and  Advertising  Manager,  Rolls- 
Royce  Motors  Inc.,  Dept.  S305E, 
Box  564,  Paramus,  N.J.  07652. 
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t  Rolls-Royce  Motors  Inc 


™)  YOU  CAN  SEE 
M  THE  ROLLS-ROYCE 
3S  MOTOR  CARS 


AT  ANY  OF  THESE  DEALERS. 


ARIZONA 

Scottsdale/  Max  of  Switzerland 
CALIFORNIA 

Beverly  Hills/Turnbull  &  Gamble  Rolls-Royce 
Costa  Mesa/ Roy  Carver  Inc. 
Pasadena/ Peter  Satori  Co.,  Ltd. 
San  Francisco/ British  Motor  Car 

Distributors,  Ltd. 
Van  Nuys/ Hamilton  Buick  Company 

COLORADO 

Denver/The  Kumpf  Motor  Car  Company 

CONNECTICUT 

E.  Hartford/ Hoffman  Oldsmobile,  Inc. 

Greenwich/  Imported  Cars  of  Greenwich,  Inc. 

FLORIDA 

Fort  Lauderdale/Taylor  Rolls-Royce,  Inc. 
Miami/ C.  R.  Berry  Rolls-Royce,  Inc. 
St.  Petersburg/ Scarritt  Motors,  Inc. 
West  Palm  Beach/Taylor  Rolls-Royce,  Inc. 

GEORGIA 

Atlanta/ Mitchell  Motors,  Inc. 
HAWAII 

Honolulu/  Universal  Motor  Co.,  Ltd. 
ILLINOIS 
Chicago/ Loeber  Motors 
INDIANA 

Zionsville  (near  Indianapolis)/ 
Albers  Rolls-Royce 

KANSAS 

Overland  Park/Heshion  Motors  Incorporated 

LOUISIANA 

New  Orleans/ Durham  Motors,  Inc. 

MARYLAND 

Bethesda/McNey  Motors  Inc. 
Glen  Burnie/ Lee  Oldsmobile,  Inc. 

MASSACHUSETTS 

Boston/ Foreign  Motors,  Inc. 

Natick/ Foreign  Motors  West  Incorporated 

MICHIGAN 

Detroit/  Falvey  Motor  Sales  Co. 
Troy/Falvey  Motors  of  Troy,  Inc. 

MINNESOTA 

Minnetonka/ Sears  Imported  Autos,  Inc. 

MISSOURI 

St.  Louis/Charles  Schmitt  &  Co. 

NEVADA 

Reno/ Modern  Classic  Motors 

NEW  JERSEY 

Montclair/  Imported  Motor  Car  Co. 

NEW  YORK 

Glen  Cove/Rallye  Motors,  Inc. 

Palmyra/Palmyra  Motors,  Inc. 

NORTH  CAROLINA 

High  Point/Transco,  Inc. 

OHIO 

Cincinnati/Williams  Ford  Sales,  Inc. 

Cleveland/Qua  Buick,  Inc. 

Worthington/  Rolls-Royce  of  Columbus,  Inc. 

OKLAHOMA 

Tulsa/Siggi  Grimm  Motors,  Inc. 

OREGON 

Portland/  British  Motor  Cars  of  Portland 

PENNSYLVANIA 

Philadelphia/ Keenan  Motors,  Inc. 
Sewickley/ Ascot  Imported  Cars,  Inc. 

RHODE  ISLAND 

Providence/ Inskip  Motors,  Inc. 

TENNESSEE 

Memphis/  Robertson  Motors,  Inc. 

Nashville/  E.  Gray  Smith 

TEXAS 

Dal  las/ Overseas  Motors  Corporation 
Fort  Worth/ Overseas  Motors  Corporation 
Houston/  Sam  Montgomery  Oldsmobile  Co. 

UTAH 

Salt  Lake  City/ Peck  &  Shaw  Fine  Cars,  Inc. 

VIRGINIA 

Richmond/  Dominion  Rolls-Royce  Ltd. 

WASHINGTON 

Seattle/  British  Motor  Cars  of  Seattle,  Inc. 

WISCONSIN 

Milwaukee/Uptown  Motors,  Inc. 


Mr.  Lynn  Perkins 

Public  Relations  and  Advertising  Manager 

Rolls-Royce  Motors  Inc.,  Dept.  S305E 

Box  564,  Pararpus,  N.J.  07652 

r~|   I  enclose  $25.00.  Please  send  me  a 
Rolls-Royce  Owner's  Manual. 

r~\   I  enclose  $3.00.  Please  send  me  the 
brochure  on  the  new  Rolls-Royces. 

r~]   I  enclose  $5.00.  Please  send  me  "The 
Rofls-Royce  Story,"  a  full-color  picture- 
history  poster  of  the  Rolls-Royce. 


Name- 


Address. 
City 


.State. 


.zip- 


Future  Shock  Absorbers.  Jim  Geier  pushed  into  minicomputers  to  keep  better 
control  of  his  own  products.  He  fears  becoming  just  another  machine-tool 
company  "riding  a  roller  coaster,  getting  weaker  with  each  cyclical  dip." 


politicians  will  react  once  again,  with 
price  controls  or  whatever.  So  that 
will  put  us  back  in  the  down  cycle 
again,  won't  it? 

What  are  you  doing  about  it? 

Geier:  We  are  working  hard  to  get 
ourselves  entrenched  in  the  Middle 
East,  the  Eastern  bloc,  Southeast  Asia 
and  parts  of  Latin  America. 

They're  fast-growing,  these  oil-rich, 
mineral-rich  countries.  Filling  up  and 
out,  these  frontier  countries  hardly 
know  there's  a  recession  on.  So  if 
Algeria  wants  to  industrialize,  let's 
start  marketing  there.  Let's  go  to  Sing- 
apore or  Iran,  which  has  a  counted 
population  of  32  million,  and  they 
suspect  there  are  another  20  million 
otrt  there.  They  are  legitimate  cus- 
tomers and  they  need  our  products. 
The  Eastern  bloc  countries,  the  same 
way.  And,  why,  we  just  sold  our  first 
product  to  Red  China— a  coin  press. 

Has  anything  gone  right  for  you? 

Geier:  Yes.  The  most  important  was 
in  technology,  especially  making  our 
own  minicomputers.  There  were  skep- 
tics around,  but  we  did  it. 

Does  it  make  sense  to  make  your 
own  integrated  circuits  and  minicom- 
puters while  your  competitors  are 
buying  from  outside  suppliers? 

Geier:  We  want  to  be  very  com- 
petent in  the  areas  where  our  future 
is.  This  company  has  always  tried  to 
make  its  own  components,  for  inside 
quality  control.  That's  one  of  the  rea- 
sons we  got  to  be  leaders  in  the  ma- 
chine-tool industry.  The  whole  thing 
is  that  we  always  think  of  being  the 
best  at  whatever  we  do,  and  when 
we  say,  let's  go  do  something,  we  say, 
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how  can  we  be  the  best?  "Find  a  bet- 
ter way"  has  been  the  slogan  of  the 
company  ever  since  the  1880s. 

Thinking  back  to  when  you  took 
over  in  1970,  what  are  you  doing 
differently  than  you  anticipated? 

Geier:  A  multitude  of  things.  If  the 
economy  had  continued  on,  we  would 
have  grown  faster.  You  can  only  do 
so  much  without  better  earnings. 
We'd  love  to  do  more  with  our  robot 
—as  far  as  we  know  its  the  world's 
first  fully  computerized  one.  And  we 
didn't  build  our  plants  in  Singapore 
or  in  Japan. 

So  your  goal  is  to  be  careful  now, 
make  big  money  in  the  next  upturn? 

Geier:  Regardless  of  what  happens, 
we've  got  to  learn  to  go  ahead  any- 
how: price  control,  inflation,  over/ un- 
der demand.  They've  all  been  hap- 
pening to  us  for  five  years,  and  what's 
to  think  we'll  have  the  normalcy  we 
had  back  in  the  Sixties? 

Right,  there  were  about  six  good 
years  in  a  row. 

Geier:  But  at  least  for  the  time  limit 
I'm  looking  at,  let's  tune  the  compa- 
ny for  handling  gyrations.  We've 
never  had  such  advanced  products. 
We  have  generated  the  best  and  most 
able  people  we've  ever  had.  Our  plant 
and  equipment— with  some  exceptions 
—are  darn  good.  We  have  never  been 
in  better  shape.  So  our  theoretical 
earnings  capacity  is  very,  very  good. 

In  other  words,  if  you  get  the  busi- 
ness and  at  good  prices,  you're  set  to 
handle  it.  And  that's  about  all  a  busi- 
nessman can  do,  given  the  world  we 
live  in.  ■ 
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Next time youre 

swinging  in  the  rain, 

think  of  Textron. 
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Why?  Because  that  ever-faithful  chariot 
waiting  in  the  foreground  comes  from 
Textron's  E-Z-Go  Car  division- 
producer  of  the  world's  finest  golf  cars. 

Think  about  it.  Textron  is  E-Z-Go 
golf  cars.  Polaris  snowmobiles. 
Fafnir  precision  bearings.  And  many 
other  nine  products. 


And  the  one  thing  they  all  have 
in  common  is  the  uncommon 
products  they  are. 

Texhvn 

A  COMPANY  TO  THINK  ABOUT. 
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Taking  It  Bravely 

Schoenhofen 
of  Marcor 


You  build  a  company,  you  nurture  it 
toward  success,  and  then  someone 
comes  along  and  takes  control  away 
from  you.  How  do  you  feel?  What  do 
you  do?  Leo  H.  Schoenhofen,  chair- 
man of  Marcor  Inc.,  is  the  man  to  ask, 
for  this  may  just  have  happened  to 
him.  Marcor  was  created  in  1968  as 
a  merger  of  Montgomery  Ward  and 
Schoenhofen's  company,  Container 
Corp.  of  America.  Synergy  didn't  have 
much  to  do  with  the  merger:  Some 
tax  advantages  aside,  it  was  primarily 
a  means  of  keeping  the  raiding  wolves 
away  from  both  companies'  doors. 

Late  last  year  cash-loaded  Mobil 
Oil  Corp.  made  a  successful  tender 
offer  that  left  it  owning  54%  of  Mar- 
cor's  stock.  Mobil  may  soon  move  to 
buy  the  rest.  In  that  case  Marcor 
might  well  cease  to  exist  as  an  entity, 
since  there  is  no  logical  reason  for 
continuing  to  group  a  container  man- 
ufacturer with  a  big  retail  chain. 
Forbes  asked  Schoenhofen,  59,  how 
he  felt  about  the  prospective  death 
of  his  corporate  baby. 

Why  did  you  open  your  arms  so 
wide  to  Mobil?  After  all,  the  pur- 
pose of  the  original  creation  of  Mar- 
cor was  precisely  to  avoid  such  a 
contingency. 

Schoenhoj-en :  Basically,  we  felt  that 
Mobil's  offer  to  the  shareholder  was 
fair  and  equitable.  Moreover,  we  felt 
that  the  infusion  of  $200  million  of 
new  capital  into  our  business  was 
very  important  just  then.  Without  it 
we  would  have  had  to  reduce  inven- 
tories and  keep  our  credit  business 
from  expanding,  reduce  our  sales. 

Why  were  you  in  such  difficulties? 

Schoenhofen:  These  were  difficul- 
ties  only  in  the  sense  of  limitations 
on  the  speed  of  expansion.  To  main- 
tain   the   pace   we   had   planned,    we 


needed  additional  capital  beyond 
what  we  had  initially  thought  was 
required.  With  these  inflationary 
forces— increases  in  inventories,  inter- 
est rates,  receivables,  the  cost  of  new 
capital  installations— the  economic  cli- 
mate changed.  But  we  were  not  in 
need  of  rescue. 

So  even  if  you  had  not  been 
strapped  for  cash,  you  would  have 
been  receptive  to  the  Mobil  offer? 

Schoenhofen:  Yes.  Looking  down 
the  road,  I'd  say  our  financial  require- 
ments will  continue  to  be  great,  and 
with  the  strength  of  Mobil  behind  us 
we  can  move  ahead  faster  than  other- 
wise. It  boils  down  to  the  benefit 
of  our  shareholders,  and  in  the  final 
analysis  it  was  just  a  matter  of  price. 
Marcor  was  a  device  that  we  thought 
_very  effective  to  operate  both  those 
companies.  It  certainly  wasn't  a  mon- 
ument to  [Schoenhofen's  predecessor 
and  former  Ward  chief  Robert  E.] 
Brooker  or  myself.  And  if  this  device 
can  be  supplanted  by  another  device 
that  is  equally  effective,  that's  the 
way  it  ought  to  be. 

So  in  effect  Mobil  would  simply 
take  over  two  divisions,  rather  than 
an  entity  called  Marcor. 

Schoenhofen:  Two  companies.  I 
don't  think  they'd  ever  be  treated  as 
divisions.  Mobil  would  just  assume 
the  Marcor  function— overall  plan- 
ning, financial  direction  and  so  on. 
That  would  be  a  fair  assumption. 

So  you  are  now  performing  the 
function  Mobil  might  take  over? 

Schoenhofen:  That's  right.  I  fully 
understand  that  and  I  understood  it 
from  the  beginning.  However,  that's 
never  been  discussed  or  said;  you're 
making    an    assumption,    and    all    I'm 


saying  is  that  its  one  possible  assump- 
tion.   But   let's   not  conclude   it,   huh? 

You've  often  said  that  you  foresee 
further  paper  shortages,  yet  you're 
not    planning    any    major    expansion. 

Schoenhofen:  Right  now  the  costs 
are  so  horrendous.  .  .  .  We  have  a 
new  paper  mill  on  the  drawing 
boards,  but  we'll  see  how  it  pencils 
out.  We're  going  to  spend  our  money 
converting  equipment  in  our  box 
plants,  improving  our  productivity, 
getting  our  costs  as  low  as  possible. 
As  I've  told  the  Government  and 
everyone  else,  our  requirements  for 
unproductive  investment  in  the  paper 
industry,  a  la  Environmental  Protec- 
tion Agency  requirements,  are  just 
horrendous.  It  takes  as  much  invest- 
ment to  go  from  95%  pollution  abate- 
ment to  100%  as  it  does  to  go  from 
zero  to  95%,  and  I  question  whether 
it's  worth  it. 

And  on  the  retailing  side? 

Schoenhofen:  Similarly,  we're  con- 
centrating on  improving  productivity, 
sales  per  square  foot.  So  the  burden 
of  new  store  openings  will  be  some- 
what less  than  in  the  past  ten  years. 
And  in  our  expansion,  we're  concen- 
trating on  the  22  metro  areas  where 
we're  already  established,  rather  than 
taking  on  new  ones.  Share  of  market 
on  a  national  basis  in  retailing  is 
meaningless  in  terms  of  operating 
efficiencies.  But  within  a  particular 
metro  market  it  means  a  lot. 

How  do  you  feel  personally  about 
the  possible  end  of  Marcor? 

Schoenhofen:  My  personal  feeling 
is  that  business  is  strictly  a  profes- 
sional activity,  to  produce  results  for 
the  shareholders.  I  can't  take  the  posi- 
tion of  any  pride  of  authorship  or 
any  emotional  attachment  to  the 
emoluments  that  go  with  an  office 
and  all  that  sort  of  thing.  I'm  simply 
a  professional  manager.  I  have  no 
sense  of  trying  to  maintain  an  entity 
that  doesn't  make  sense  at  any  par- 
ticular point  in  time. 

Did  you  have  any  closer  feeling 
toward  the  container  business? 

Schoenhofen:  I  think  you'd  have  an 
affection  and  a  loyalty  for  a  company 
you  began  your  business  career  in 
and  spent  30  years  or  so  in,  finally 
becoming  chief  executive  officer.  Cer- 
tainly, you  have  a  great,  warm  affec- 
tion and  particularity  because  of  the 
caliber  and  the  kind  of  company, 
which  I  personally  think  was  a  very 
high-quality    type    of    organization.   ■ 
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Connecticut 

State  of  the  art. 

Nowhere  else  in  the  United  States  will  you  find  an  industrial  capa- 
bility quite  like  Connecticut's.  Here  aerospace-quality''  labor 
and  precision  subcontractors  constantly  advance  the  state  of 
the  art  in  scores  of  highly  complex  industries.  Coupled  with  low- 
cost  financing  and  profit-minded  tax  incentives,  this  capability 
makes  Connecticut  the  prime  location  for  manufacturers.  Read 
the  facts  in  "Connecticut's  Locational  Advantages''  Contact  in 
confidence,  Edward  J.  Stockton.  Commissioner.  Connecticut 

Department  of  Commerce.  Suite  .  /^Auuc/^rir-i  it 
318.  210  Washington  St..  Hartford.  CUNNECTICUT 

CT  061 06.  Tel:  (203)  566-7020.  So  MUCh  OO  UeWT 
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of  thing  Zenith  ordinarily  does.  Wt 
took  more  of  a  chance  than  we  like 
to  do.  But  it  shows  we  can  turn  quick- 
ly if  we  have  to. 

Wouldn't  you  like  to  have  some 
diversification? 

Wright:  I  have  to  say  frankly  thai 
our  efforts  to  diversify  in  this  business 
with  some  of  the  by-products  of  oui 
R&D  have  been  very  disappointing 
Three  or  four  years  ago,  we  took 
hard  look  at  all  these  operations,  anc 
we  couldn't  see  real  profits  long  term 
So  we  cut  them. 

What  about  pay  TV?  You  had  higl 
hopes  for  that  and  lost  a  bundle. 

Wright:  That  was  a  tragedy.  Oui 
main  problem  was  timing.  The  Fed 
eral  Communications  Commission  helc 
us  off  from  1951  to  1970,  when  the) 
put  restrictions  on  that  were  carefulh 
designed  to  make  it  as  difficult  a< 
possible  to  compete  in  it. 

Zenith  has  had  a  reputation  of  nev 
er  being  first  in  something,  but  neve\ 
being  last. 

Wright:  I  guess  we  got  our  reputa 
tion  on  holding  back  and  not  push 
ing  with  color  TV,  although  we'vt 
done  this  in  several  other  things  when 
our  engineering  people  have  felt  th< 
product  really  wasn't  quite  ready  fo 
the  market.  We're  going  to  do  tha 
with  video  discs. 

Why? 

Wright:  Common  sense.  If  you  havi 
several  video  disc  systems  competing 
who's  going  to  make  the  investmed 
in  any  one  of  these,  either  to  buy  th' 
product  or  put  up  the  software?  Wi 
may  go  through  a  dogfight  like  the 
had  on  the  45  rpms  and  the  33s  anc 
78s,  before  this  thing  shakes  down. 

It    would    be    great    if    everybod 
could  agree  on  what  was  the  best  s\ 
tern  and  then  adopt  a  standard  for  i 
so   that   the   software   and   hardwai 
would   be   compatible.    If  you   don' 
I'm   afraid   this   thing  will  just   real 
fall  on  its  face.  At  any  rate,  it's   m 
going  to  happen  next  year.  Since  I 
be  retiring  in  about  a  year,   I'll   bat 
to    sit    on    the    sidelines    and    wad  I 

What  precautions  docs  Zenith 
to  preserve  its  independence? 

Wright:   I  don't  know  how    you  ptl 
serve  your  independence  if  lomebotj 
really    wants    to   take    you    OV«    ai 
your    stockholders    think     thai     it's 
good  idea. 
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'Anybody  who  tells  you 
one  insurance  company 

has  all  the  best  coverage 

doesn't  know  what  he's 

talking  about!' 


"Everybody's  business  or  commercial 
insurance  needs  are  different.  The  same  is  true 
When  it  comes  to  personal  insurance.  And  I  can  tell 
wou  that  because  of  these  vast  differences,  it  is  simply 
[not  possible  for  any  one  insurance  company  to 
Provide  all  the  best  coverages  for  every  individual 
and  every  business. 

"It's  for  this  reason  that  we  at  Crum  & 
,Forster  believe  in  the  independent  agency  system. 
An  independent  agent  handles  the  insurance 
programs  of  many  different  insurance  companies  at 
the  same  time.  He's  an  independent  expert  who  is 
free  to  give  you  an  objective  professional  opinion  — 
as  you'd  expect  from  a  doctor  or  a  lawyer. 


B.  P.  Russell 

Chairman  and  Chief  Executive  Officer 

Crum  &  Forster 


"He  can  help  you  select  the  insurance 
coverages  that  will  give  you  the  best  protection  at  the 
best  price  and  just  the  right  company  to  do  the  job. 

"We're  glad  to  recommend  him,  even 
though  he  may  not  always  recommend  us." 


CRUM<S:  FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 

Industrial  Indemnity  Company,  San  Francisco, 
a  Crum  &  Forster  Insurance  Company. 


CHEVRON  AT  WORK: 

Reporting  on-going  efforts  to  help  meet  your  energy  needs. 


Here  in  the  Gulf  of  Mexico  off  Louisiana,  where  Chevron 
discovered  one  of  the  first  major  off-shore  fields  25  years  ago, 
crews  are  drilling  deeper  and  farther  out  than  ever  before  in  an 
effort  to  find  new  reserves  of  both  oil  and  natural  gas. 


1977  is  the  target  date  for  completion  of  12  new  tankers 
for  use  by  Chevron,  at  a  total  cost  of  about  $400  million.  The 
largest  of  these  vessels  will  be  able  to  carry  enough  crude  oil 
to  manufacture  over  120  million  gallons  of  gasoline,  jet  and 
diesel  fuel,  and  other  petroleum  products. 


In  addition  to  speeding  up  the  search  for  oil,  Chevron  is 
exploring  the  potential  of  other  energy  sources.  For  example, 
oil  shale  (shown  below)  is  rock  which  when  heated  to  more 
than  900°  F,  releases  a  petroleum-like  substance  that  can  be 
refined  much  like  crude  oil. 


To  help  meet  growing  supply  demands,  a  new  $600  million 
expansion  program  is  under  way  at  Chevron  refineries  such  as 
this  one  at  Richmond,  California.  The  expansion  will  add  to  our 
production  capacity  for  gasoline  and  other  fuels  by  more  than 
20  million  gallons  a  day— an  increase  of  nearly  50% . 


Working  together  to  accomplish  more.That's  the  ChevronWay. 

Chevron  at  Work:  Chevron  people  searching,  refining,  delivering.  Combining  their  efforts  to  produce        Chevron 
more  energy— with  your  efforts  to  save  energy. 

Standard  Oil  Company  of  California 


Getting  away  from  business  for  a 
moment,  one  area  where  Zenith  had 
considerable  change  was  in  minority 
hiring. 

Wright:  That's  a  fascinating  story. 
When  I  came  here  in  1952,  we  had 
only  two  blacks  in  the  company.  We 
decided  12  years  ago  that  we  couldn't 
live  that  way  and  that  we  had  to 
make  a  conscious  effort  to  do  some- 
thing about  it. 

It  was  a  very  difficult  program  be- 
cause many  of  our  middle-manage- 
ment people,  particularly  in  the  fac- 
tory, were  of  Polish  and  Czech  ex- 
traction, people  who  had  come  over 
to  this  country  or  were  second  gen- 
eration. They  had  made  their  way 
and  were  very  proud  of  their  accom- 
plishments. They  just  had  a  feeling 
that  anything  you  were  doing  for  the 
blacks  that  they  didn't  feel  the  blacks 
were  earning  was  something  that  was 
wrong,  and  they  resented  it. 

Our  minority  employment  is  now 
in  the  area  of  35%,  mainly  blacks  and 
Spanish-speaking  people.  It  was  dif- 
ficult for  many  of  them.  Many  were 
not  used  to  the  discipline  of  a  factory. 
But  we  had  some  black  people  doing 
the  training  over  at  Rauland  [a  color 
tube  division],  and  they  did  a  bang- 
up  job. 

Unlike    most    businessmen-,-  ~yeu:ve  - 
■  had  a  varied  career. 

Wright:  In  the  early  Thirties  I 
worked  with  Senator  Burton  K. 
Wheeler,  one  of  the  "wild  jackasses" 
from  the  West.  I  became  his  cam- 
paign manager  when  he  ran  for  re- 
election in  1934.  Then  I  went  to  the 
Federal  Trade  Commission  and  I 
worked  on  every  kind  of  case  there. 
In  1952  I  came  to  Zenith  as  an  as- 
sistant to  their  general  counsel. 

I've  been  around  government 
enough  to  know  that  management  of 
a  business  enterprise  is  not  their  cup 
of  tea.  Whenever  there's  a  problem, 
Congress  seems  to  feel  that  the  an- 
swer is  to  create  a  new  agency  and 
pass  another  Jaw.  I  get  the  uncom- 
fortable feeling  when  I  go  to  Wash- 
ington and  talk  to  some  of  the  bright 
young  people  in  Congress,  especially 
the  House,  ..thai  these  -fellows,  don't 
really  believe  in  private  enterprise. 

Some-  executives  seem  chained  to 
their  jobs.  Are  you? 

Wright:  Well,  they  say  every  dog 
needs  his  flea  to  keep  his  mind  off 
his  other  troubles.  My  flea  is  sailing. 
I  think  everybody  needs  something 
like  that,  except,  perhaps,  Harold 
Geneen,  who  seems  to  thrive  on  work 
alone.    ■ 


Tools  for  today 's  decision  makers 


One  asset  can  have 
ten  values...choosing 
the  wrong  one 
could  be  disastrous. 


ft 


Good  business  decisions  involving  assets  call  for  a  clear  and 
correct  understanding  of  today's  values  and  how  and  when 
to  use  them.  "How  to  tell  value  from  value  from  value" 
defines  the  terms  and  provides  a  handy  vest  pocket  executive 
value  guide.  Yours  for  the  asking. 

Phone:  (800)  421-8436 

In  California,  call  collect:  (213)  624-3661 
Or  contact  your  area  M/S  office. 

appraisals  by 
Marshall  and  Stevens 

Corporate  headquarters: 

1 645  Beverly  Blvd.,  Los  Angeles,  California  90026 

Offices  around  the  world    lal  A  Unionamerica  Company 


COAL 
GROWTH 


MAPCO's  Coal  Division  produced  21%  more  coal  in 
1974  than  in  1973.  Estimated  proven  coal  reserves 
climbed  to  175  million  tons,  an  increase  of  68%. 

For  more  information  write: 


mapco 

a  inc. 


1437  S.  Boulder  Ave 
Tulsa,  Oklahoma  741 19 

SYMBOL  MDA 
NYSE  •  MWSE  •  PSE 
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"We  Don't  Bet 
Our  Company 
On  Deals" 

Miller 

of  Textron 


Textron  Chairman  G.  William  Miller, 
50,  thought  he  was  injecting  some  ex- 
citement, some  leverage  into  a  con- 
servative situation— and  with  minimal 
risk— when  he  proposed  taking  con- 
trol of  Lockheed  Aircraft.  And  what 
happened?  His  stock,  which  previous- 
ly fared  relatively  well  in  the  bear 
market,  now  fell  faster.  Once  the 
takeover  was  abandoned,  the  stock 
sprang  right  back.  So  much  for  what 
investors  thought  about  the  deal! 

But  if  Miller  has  kept  his  cool— 
as  this  interview  shows— he  admits 
that  there  probably  won't  be  another 
Lockheed,  and  Textron  will  have  to 
depend  in  the  future  chiefly  on  inter- 
nal growth. 

How  did  you  reconcile  Lockheed 
with  Textron  s  traditional  philosophy? 

Miller:  To  get  the  same  impact  on 
Textron  as  we  could  get  on  Lock- 
heed, we'd  have  to  invest  a  lot  more 
money  and  even  more  important,  a 
lot  more  management.  It  is  a  miscon- 
ception that  Lockheed  would  have 
been  a  big  problem  on  management; 
Lockheed  has  relatively  few  divisions. 
To  acquire  the  same  sort  of  earning 
power,  you  have  to  invest  a  lot  more 
money  and  have  a  lot  more  units  and 
management  around. 

for  years  Textron  has  preached 
balanced  growth.  But  Lockheed  was 
so  big  it  would  have  destroyed  your 
balance  by  its  very  size. 

Miller:  Therefore,  we  didn't  want 
to  take  it  on  as  a  direct  Textron  op- 
eration. The  theory  of  making  this 
strictly  an  investment  was  to  avoid 
creating  an  imbalance.  We  wouldn't 
mix  managements,  we  wouldn't  mix 
the  groups  together  and  we  would 
always  have  the  option  of  selling  all 
or  part  of  our  interest. 

So  you  didn't  consider  this  a  radi- 
cal change? 

Miller:  We  wanted  to  keep  Textron 
looking  the  same  way  it  does.  We 
would     have     a     balance-sheet     line 


showing  an  investment,  and  wouldn't 
have  mixed  up  sales  and  ratios. 

Was  the  final  straw  that  potential 
Justice  Department  suit  that  coidd 
have  gone  on  for  years? 

Miller:  Yes.  We  just  couldn't  af- 
ford to  go  forward  with  that  uncer- 
tainty. Having  that  settled  was  one  of 
the  original  conditions. 

Why  do  you  think  your  investors 
were  so  upset? 

Miller:  The  adverse  reaction  in  our 
stock,  I  honestly  think,  happened  be- 
cause shareholders  understood  Tex- 
tron's  philosophy  and  strategy  and 
felt  safe  and  secure.  The  sudden  Lock- 
heed move  looked  like  a  new  kind  of 
thing,  which  made  them  afraid  the 
old  Textron  had  changed  more  than 
they  wanted. 

Here's  what  we  learned  from  the 
Lockheed  experience.  Under  present 
conditions,  people  don't  want  Textron 
to  change.  In  1973  everyone  was  ask- 
ing us  to  make  some  dramatic  move. 
But  in  1975  they  don't  want  us  to 
do  anything  new. 

And  you  are  accommodating  them? 

Miller:  This  has  to  influence  us. 
It  puts  stress  for  changes  taken  in- 
ternally, evolutionary  things.  How- 
ever, I  did  try  to  take  outside  inves- 
tor reaction  into  consideration  before 
I  acted.  I  asked  the  top  officers  of 
the  banks  in  Lockheed's  credit  ar- 
rangement two  questions:  1)  Wheth- 
er our  making  this  plan  would  erode 
the  esteem  of  institutional  investors, 
including  how  banks  viewed  Textron. 
2)  Did  they  believe  the  credit  stand- 
ing of  Textron,  which  is  the  highest, 
might  be  hurt? 

The  second  question  they  answered: 
Absolutely  no.  The  first,  they  an- 
swered: We  believe  it  is  a  solid  finan- 
cial deal,  which,  when  understood, 
will  be  well  received,  but  it  will 
take  time. 

However,  maybe  it  turns  out  that 
the  general  public  knows  more  than  a 


lot  of  top  bankers. 

Since  1972,  your  annual  reports 
have  estimated  earnings  out  to  1982. 

Miller:  Remember,  we  were  in  a 
context  where  there  was  a  consid- 
erable question  whether  Textron  had 
run  through  its  dramatic  growth  cycle 
in  the  Sixties  and  had  come  to  a  pla- 
teau. .  .  .  We  set  ten-year  goals  based 
upon  the  belief  that  we  needed  to 
take  the  responsibility  for  indicating 
that  Textron  has  big  growth  potential 
ahead  internally  without  doing  any 
more  acquisitions. 

What  now?  Now  how  xvill  you  deal 
with  this  question? 

Miller:  I  think  between  now  and 
1982  most  growth  will  be  internal.  I 
don't  think  we'll  see  many  deals  that 
will  fit  satisfactorily  into  Textron. 
Lockheed  wasn't  a  new  policy;  it  was 
a  unique  situation.  I  don't  think  we're 
going  to  repeat  it. 

You  also  went  after  United  Fruit. 
Think  what  a  disaster  you'd  have 
on  your  hands  today. 

Miller:  United  Fruit  would  have 
been  a  different  situation  today 
had  it  been  part  of  Textron— and  five 
years  from  now,  Lockheed  may  be  a 
terrific  company,  but  it  will  be  a  very 
different  company  than  if  it  had  be- 
come part  of  Textron. 

Because  of  your  principles? 

Miller:  I've  never  felt  the  fact  that 
United  Fruit  had  difficulty  proved 
anything  about  what  Textron's  invest- 
ment would  have  done  because  it 
would  have  been  a  different  strategy. 
Our  announced  objective  was  to 
make  United  Fruit  independent  of 
commodities,  and  that  commodity 
situation  proved  to  be  its  downfall. 

You  even  make  Tcxtron'.s  failures 
sound  good. 

Miller:    In    the   Sixties,   we   settled 

down  on   a  course   that   seemed   to  be 
working.  We  had  already  done  most 
of  our  trial-and-error  work.  We  were 
still  willing  to  experiment,  but  we   il 
ways  leave  ourselves  a  way  out.   Peo 
pie  who  are  dogmatic  trap  themselves 
in  their  own  rhetoric.  If  you  tell  share 
holders    this    is    it    for    all    time,    I  wo 
years  later  you  must  s.i\   l  Ins  is  not  il 
for  all  tim< 

So  far  I  don  t  see  any  big  results 

from  your  venture  capital  acquisition 
of  American  Research  I-  Develop 
ment.   and  your   lire   ^-    casualty   Com 
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Healthy  crops  mean  healthier 
kids  the  world  around. The  problem:  to  strike 
a  balance  between  man's  needs  and  nature's.  One 
answer:  a  patented  new  Pennwalt  process  that  allows 
the  protective  microencapsulation  of  hazardous 
pesticides. 


We  make  things  people  need. 

(3  Pe  wmalt 

CORPORATION 

Three  Parkway,  Philadelphia,  Pa.  19102 
Chemicals  •  Health  Products  •  Specialized  Equipment 


Yes,  the  whiskies  in  J  &  B  are  rare  indeed.  But  the 
essence  of  J  &  B  Rare  Scotch  is  in  our  uncompromising 
quest  for  perfection.  For  more  than  100  years,  no  one 
has  ever  matched  the  rare  taste  of  J  &  B.  And  never  will. 
That's  why  J  &  B  has  it.  And  always  will. 

86  Proof  Blended  Scotch  Whisky  ©1975  Paddington  Corp.,  NY 
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pany  looks  like  just  another  loser— 
a  victim  of  inflation. 

Miller:  We  may  have  to  wait  ten 
years  before  we  learn  if  ARD  does  be- 
come a  window  into  new  technology. 
So  far,  it  hasn't  been  one  for  us.  And 
we  haven't  proved  the  point  with  our 
casualty  company  either. 

Look,  we  don't  bet  our  company  on 
deals.  So  we  feel  we  are  facing  change 
all  the  time,  but  overall,  it's  not  dra- 
matic. Lockheed  bet  its  company  on 
the  L-1011.  We  don't  do  dramatic 
things  like  that.  I've  made  lots  of  mis- 
takes, miscalculations,  but  nothing  of 
that  [the  L-1011]  magnitude. 

Can  you  grow  without  a  Lockheed? 

Miller:  In  case  after  case,  such  as 
with  Gorham  or  Speidel,  we've  been 
able  to  broaden  either  geographically 
or  in  the  product  line  in  a  related 
way.  In  1968,  85%  of  our  helicopter 
product  was  going  to  the  U.S.  Army. 
In  1975  only  25%  is  going  to  the 
whole  U.S.  Government,  not  just  the 
Army.  Another  25%  is  going  to  com- 
mercial business  in  North  America. 
Another  50%,  both  commercial  and 
military,  is  outside  North  America. 

And  hasn't  anything  worked  out 
right  for  the  wrong  reasons,  as  in 
most  other  companies? 

Miller:  Last  weekend  I  crossed  a 
fellow  in  New  York,  an  investment 
man,  who  was  quite  upset  because 
we  had  dropped  the  Lockheed  deal, 
because  he  had  been  buying  our  stock 
in  order  to  have  an  indirect  invest- 
ment in  Lockheed.  So  I  asked,  "When 
did  you  buy  our  stock?"  and  he  said, 
"Toward  the  end  of  the  year."  So  I; 
said,  "You  made  50%  of  your  invest- 
ment for  the  wrong  reason,  but  at 
least  you  will  get  promoted  anyway." 


Besides  stressing  internal  growth. 
did  the  public  reaction  teach  you  any- 
thing else? 
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Miller:  It  warned  me  that  Text'ro 
has  a  big  communication  job  to  rjl 
Letters  came  in  pleased  that  I  wa 
staying  with  Textron  and  not  divid 
ing  my  time  as  chief  executive  o 
Lockheed.  Shareholders  obviously  In 
to  understand  how  strong  OUT  orgam 
zation  is.  I  don't  run  Textron;  a  grouj 
does.  The  public  and  press  tend  t' 
personify    a    company    into    one    man 

By  the  way,  how  would  yon  h<n 
handled  the  two  jobs? 

Miller:  With  my  left  hand. 

Now  uho's  creating  a  myth?  ■ 
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Northern  Natural  Gas  Company,  Home  Office,  Omaha,  Nebraska,  Divisons  and  Subsidiaries:  Consolidated  Natural  Gas  Limited.  Calgary,  Canada, 
Consolidated  Pipe  Lines  Company.  Calgary,  Canada;  Weskem  of  Canada,  Ltd  .  Calgary,  Canada;  Consolidated  Gathering  System  Limited,  Calgary. 
Canada;  Norlands  Petroleums  Limited,  Calgary,  Canada;  Energy  Systems  Division.  Omaha,  Nebraska;  Hydrocarbon  Transportation.  Inc.  Omaha. 
Nebraska.  Northern  Gas  Products  Company.  Omaha.  Nebraska;  Northern  Helex  Company.  Omaha.  Nebraska;  Northern  Propane  Gas  Company.  Minne- 
apolis, Minnesota;  Northern  Systems  Company,  Omaha,  Nebraska,  Peoples  Natural  Gas  Division,  Omaha,  Nebraska,  Protane  Corporation,  Minneapolis. 
Minnesota,  Dominican  Republic.  Jamaica,  Guatemala.  Venezuela.  Puerto  Rico;  United  Petroleum  Gas  Company,  Minneapolis.  Minnesota.  Weskem 
Division.  Amarillo,  Texas.  UPG,  Inc  .  Omaha.  Nebraska;  Northern  Petrochemical  Company,  Des  Plaines,  Illinois,  Automotive  Chemicals  Division. 
Des  Plaines,  Illinois,  Industrial  Chemicals  Division,  Des  Plaines.  Illinois,  Canton  Containers  Division,  Canton,  Ohio,  Marine  Plastics  Division,  Clinton, 
Massachusetts,  National  Poly  Products  Division,  Mankato,  Minnesota: 

and  we  also 


help  make 


softer. 


Voltek,  Inc.,  of  Lawrence,  Mass- 
achusetts, buys  plastic  resins  from 
the  Polymers  Division  of  our  North- 
ern Petrochemical  Company  and 
makes  a  unique  foam  material 
called  Volara. R  It's  used  for  padding 
such  things  as  automobile  interiors, 
ajweatherstripping,  ski  boots,  toys, 
'  packaging,  football  equipment, 
[clothing  and  insulation.  One  of  Vol- 
jtek's  customers,  Tibbal's  Flooring 
[Company  of  Oneida,  Tennessee, 
Juses  the  foam  as  backing  for  its 
IHartco  wood  parquet  floor  tiles. 


Helping  to  make  hardwood  floors 
softer,  quieter  and  warmer  is  just 
one  example  of  the  wide  range  of 
products  and  services  provided  by 
Northern  and  its  subsidiaries. 

Finding  new  and  better  uses  for 
natural  gas  products  and  by-prod- 
ucts has  led  us  into  plastics,  pack- 
aging, color  resins,  synthetic  rub- 
ber, antifreeze,  and  much  more. 

By  squeezing  all  the  value  we  can 
from  our  energy  sources,  were 
providing  a  service  far  beyond  what 
you'd  expect  from  a  "traditional"  gas 
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pipeline  company.  And  as  we  con- 
tinue to  diversify  and  develop  in 
areas  where  major  growth  is  pos- 
sible, it'll  be  good  for  our  customers 
and  investors. 

Of  course,  we'll  still  be  doing 
what  you'd  expect  a  gas  company 
to  do.  Like  serve  1 .5  million  custo- 
mers through  74  utilities  in  eight 
states,  maintain  over  31 ,000  miles 
of  natural  gas  pipeline,  and  con- 
tinue our  constant  search  for  new 
gas  reserves. 


The  gas  company  that's  something  else. 


naged  growth 


Another  reason 
Georgia-Pacific's  natural 
resource  is  growing 
more  important  to  you. 


Year  in  and  year  out, 
wherever  we  have 
harvested  our  land,  we 
have  replanted  as  soon  as 
possible.  In  addition, 
we  have  purchased  land 
with  vigorous  stands 
of  young  timber:  Result: 
G-P  now  has  trees  in  all 
classes — seedlings,  sap- 
lings, and  mature  trees. 


Every  year,  anew 
crop  of  trees  reaches 
maturity  This  assures  us 
a  perpetual  yield, 
a  continuing  supply  of 
raw  material  for  our 
manufacturing  facilities. 

Georgia-Pacific  now 
owns  4.5  million  acres  of 
timberland.  We  also  have 
exclusive  cutting  rights 
on  1.5  million  additional 
acres,  bringing  our  total 
to  6  million  acres.  On  the 
land  we  own,  we  grow 
about  1.5  billion  board 
feet  of  wood  fiber 


annually.  And  that  figure 
is  increasing. 

What's  more,  because 
of  our  modern  forest 
management  practices 
and  acquisition  policies, 
our  timber  is  relatively 
young.  So  it's  growing 
rapidly.  And  becoming 


more  valuable.  Every  year. 

For  detailed 
financial  and  operating 
information  on 
Georgia-Pacific,  write: 
Director  of  Financial 
Information, 
Georgia-Pacific 
Corporation,  900  S.W.  Fifth 
Avenue,  Portland, 
Oregon  97204. 


Douglas  Fir 


Georgia-fecific 

The  Growth  Company 


"The  Capital  Markets 
Are  In  Deep  Trouble" 


Lufkin  and 
Jenrette  of 
Donaldson,  Lufkin 
&  Jenrette 


Its  golden-boy  reputation  is  tarnished 
by  the  bear  market.  Its  stock,  which 
came  out  at  15,  is  now  4.  The  three 
young  men  who  founded  the  firm  are 
in  their  40s  now,  and  one  of  them 
has  retired.  Nevertheless,  Donaldson, 
Lufkin  &  Jenrette  has  emerged  as  one 
of  the  investment  community's  strong- 
est firms  after  a  bloodbath  that  has 
wiped  out  much  of  the  old  Wall 
Street.  Here  Forbes  interviews  Rich- 
ard Jenrette,  president,  and  Dan  Luf- 
kin, chairman,  who  has  returned  tem- 
porarily to  the  firm  after  a  stint  in 
public  life.  (The  third  partner,  Wil- 
liam Donaldson,  is  a  consultant  at 
the  Ford   Foundation.) 

Did  you  fellows  plan  for  the  suc- 
cess you  achieved? 

Jenrette:  I  knew  we'd  succeed  be- 
cause I  had  such  confidence  in  Bill 
and  Dan  that  I  figured  if  we  failed 
at  one  thing,  we'd  find  another.  De- 
spite our  setback  last  year  [an  $11.5 
million  aftertax  loss],  DLJ  is  success- 
ful beyond  any  of  our  expectations. 

But  did  we  know  we'd  get  to  be 
this  big?*" No.  You  don't  start  off  by 
putting  in  $20,000  each  and  plan  to 
build  a  company  with  over  $60  mil- 
lion in  capital.  We  got  a  break 
starting  out  looking  at  small  compa- 
nies in  1959,  and  for  the  next  2/2 
years  they  were  golden.  And  when 
they  went  out  of  favor— as  they  often 
do  in  three-to-five-year  cycles— we 
had  broadened  into  other  things. 

Lufkin:  We  think  we  did  a  good  job, 
but  more  important,  we  operated  in  a 
fantastically  favorable  environment  at 
the  start.  To  speak  honestly,'  I  would 
rather    be    the    worst    company    in    a 


good  environment  than  the  best  com- 
pany in  a  bad  one. 

Dan  Lufkin,  you  left  the  firm  in 
1971  to  go  into  public  life,  but  you 
returned  in  1974  to  help  get  DLJ 
reoriented  to  a  changing  situation. 
What  are  some  of  the  changes  since 
you  came  back? 

Lufkin:  We  cut  back  on  our  devel- 
opment business  in  real  estate  while 
expanding  the  service  and  fee  aspects. 
We  sold,  at  a  fine  profit,  Lou  Harris' 
opinion  research  business.  It  was  a 
good  business,  but  tangential  to  our 
main  business  interest.  We  went  out 
of  arbitrage— it  made  no  sense  to  com- 
mit the  kind  of  talent  and  capital 
necessary  for  the  small  amount  of 
money  we  saw  in  it. 

Why  did  DLJ  get  into  so  many 
things  that  you  later  had  to  get  out 
of?  Why  did  you  get  so  far  from  your 
original  business? 

Jenrette:  This  is  in  the  nature  of 
self -confession:  Sometimes  you  weak- 
en your  ability  to  cope  with  change 
by  doing  too  much  diversification. 
When  you  see  a  problem  looming 
ahead,  your  immediate  reaction  is: 
"Gee,  I  want  to  keep  moving  ahead." 
So  you  detour  into  other  areas.  But 
you  must  be  careful  that  just  as  you 
enter  the  eye  of  the  storm  in  your 
old  business,  you  don't  get  distracted 
by  problems  in  the  new  ones. 

The  first  tip-off  on  future  troubles 
was  the  first  discounts  on  large  trades, 
which  commenced  in  1969  and  caused 
us  to  accelerate  our  diversification. 
We  went  after  some  businesses  we 
hoped    would    be    countercyclical    to 


equity  trading  volume.  Like  the  bond 
business  and  real  estate,  which  often 
in  the  past  had  moved  counter  to  the 
stock  market.  Only  this  time  they 
weren't  countercyclical. 

The  Dow  Jones  average  was  at 
970  when  Bill  Donaldson  walked 
out  in  1973.  The  DJI  immediately 
started  down,  until  it  hit  570  a  year 
later.  The  bond  market  did  the 
same  thing. 

//  I  had  seen  what  you  people  saw, 
I  would  have  gone  completely  out 
of  the  brokerage  business. 

Lufkin:  To  some  extent  we  did.  In 
the  tradition  of  the  European  banking 
function,  we  own  and  have  a  manage- 
ment role  in  a  number  of  companies 
that  we  helped  form.  But  that  hurt 
us,  too,  last  year.  Unfortunately,  we 
were  caught  by  the  change  in  ac- 
counting rules.  To  the  extent  that 
those  companies  are  public,  we 
now  have  to  flow  market  changes  in 
the  price  of  their  stocks  through  the 
income  statement.  It's  crazy. 

Jenrette:  Most  of  these  companies 
had  record  earnings,  but  we  had  to 
take  write-downs.  In  the  last  five 
quarters  just  one  stock,  Envirotech, 
fell  from  $50  a  share  on  the  New 
York  Stock  Exchange  to  $10,  and 
nothing  had  happened  to  the  com- 
pany other  than  an  accelerated 
growth  rate.  Indeed,  the  outlook 
for  spending  on  environmental  con- 
trols is  much  better  today.  But  we 
had  to  take  a  $4-million  write-down 
anyway. 

That  wasn't  the  only  reason  you 
lost  $11.5  million  after  taxes. 
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PIONEER  NATURAL  GAS  COMPANY 
has  changed  its  name  to 


PIOINEER 


RPORATION 


P.  O.  Box  51 1  -  Amarillo,  Texas  79163  -  (806)  376-4841 
TWX  910-898-4108 

(Our  NYSE  symbol  remains  the  same  —  PNA) 

1974  was  the  best  year  in  Pioneer's  history.  Revenues  and 
earnings  exceeded  the  previous  high  for  the  Company,  set  in  1973, 
by  more  than  55  percent. 

Our  subsidiary  operations  in  the  areas  of  exploration  for  and 
production  of  oil  and  natural  gas,  extraction  of  natural  gas  liquids, 
uranium  production,  drilling  service  to  the  oil  and  gas  industry 
and  the  selling,  leasing  and  servicing  of  heavy  construction  equip- 
ment were  responsible  for  nearly  70  percent  of  Pioneer's  net 
income  in  1974. 

Because  of  the  continued  successful  growth  of  the  subsidiary 
companies  involved  in  these  activities,  we  feel  that  our  new  name. 
Pioneer  Corporation,  will  better  identify  our  expanded  operations. 

THE  COMPANY'S  GAS  TRANSMISSION  AND  DISTRIBUTION  OPERATIONS 

WILL  BE  CONTINUED  BY  PIONEER   NATURAL  GAS  COMPANY  .  .  . 

AS  A  DIVISION  OF  PIONEER  CORPORATION. 


Du  Pont  was  looking 

for  a  special  chemistry. 

We  had  it. 

So  over  46  years  ago,  Du  Pont  built  a  plant  in 
Virginia  to  make  a  new  fiber  named  viscose  rayon. 

Du  Pont  doesn't  make  viscose  rayon  anymore. 
In  its  place  is  a  range  of  newer,  better  fibers,  produced 
now  in  three  big  Virginia  plants.  And  while  things 
have  changed  in  Virginia  since  those  early  days,  Du  Pont 
still  likes  what  it  sees. 

Like  a  system  of  23  community  colleges  turning 
out  thousands  of  technically-trained  workers.  And  a 
modern  transportation  system  that  includes  14 
commercial  airports  and  the  country's  second  largest 
handler  of  container  cargo,  the  Port  of  Hampton  Roads. 

If  you're  looking  for  just  the  right  mixture  of 
location,  transportation  and  public  cooperation,  take  a 
good  look  at  Virginia.  Contact  J.  Frank  Alspaugh, 
Director.  Division  of  Industrial  Development, Governor's 
Office, State  Office  Building,  Richmond,  Virginia  23219. 
Phone:(804)770-3791. 

Profit  from  the  Vigor  of  Virginia 


Jenrette:   We  didn't  anticipate  the 
inflation     rate     would     go     so     high. 

Where  did  inflation  hurt  you? 

Jenrette:  It  impacted  our  bond  ac- 
tivities. Falling  bond  prices  caused  us 
inventory  losses,  and  higher  short- 
term  interest  rates  made  the  cost  of 
carrying  inventories  skyrocket.  We 
were  just  getting  established  in  bonds, 
and  the  past  few  years  were  no  time 
to  learn  the  business. 

You  entered  the  bond  business  at 
the  wrong  time? 

Jenrette  :  We  went  in  at  the  wrong 
time  from  the  point  of  view  of  making 
money,  but  it  was  right  from  the  point 
of  view  of  hiring  good  people.  You 
should  recruit  when  times  are  tough. 

Lifkin:  And  since  we  already  serve 
a  blue-chip  list  of  institutional  cli- 
ents who  are  buying  more  and  more 
fixed-income  securities,  we  should  of- 
fer this  service.  Adding  options,  which 
I  believe  will  become  a  major  institu- 
tional trading  tool,  is  another. 

Did  your  real  estate  diversification 
make  sense?  I  notice  you  acquired 
control  of  Meridian  Co.,  which  had 
been  in  the  red  in  1971  and  1972. 

Jenrette:  We  are  expanding  service 
activities  such  as  mortgage  brokerage, 
and  we  arc  cutting  back  on  our  hous- 
ing and  development  activities  and 
planning  to  divest  Meridian,  which 
had  been  offered  to  the  public  origi- 
nally at  $20  a  share.  It  had  a  book 
value  of  about  $14  a  share  when  we 
invested  at  roughly  $7. 

Over  a  year  ago  our  manager,  Tony 
Harwood,  foresaw  the  problems  cor- 
rectly and  stopped  building  new 
houses,  which  resulted  in  less  Inven- 
tory. But  by  the  same  token,  there 
was  less  housing  to  sell  to  offset  fixed 
costs  and  land  inventory  costs. 

You're   put    more   controls  on    your 
block  trading— such  as  limiting  the  s/:< 
of  a  block  you  trill  trade  lo  no  more 
than  20%  of  five  days'  average  volume 
in  the  stock. 

Jenrette:  This  goes  back  to  die  high 
profitability  of  doing  business  [at  fixed 
commission  rates]  with  institutions  in 
the  Sixties.  They  attempted  to  gel 
value  From  us  not  only  in  more  re 
search,  but   also  in  making  demands 

on    their    brokers    to    absorb    some    ol 

the  risk  on   large  blocks.   While  the 

business  was  \ci\  profitable,  tins 
made     sense-  you     ran     i!     like     a     loss 

leader.  Hut  when  trading  volume 
dropped    off    and    commissions    nai 
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Name  a  country  famous 
for  international  banking. 


Why  not  let  them  show  you  how  they  became  famous? 


It  is  common  knowledge  that  the  Swiss  have 
earned  themselves  quite  a  reputation  in  matters 
of  international  finance.  And  of  all  the  Swiss 
banks,  the  Swiss  Bank  Corporation  was  the  first 
to  establish  a  foreign  operation.  They  are  also  one 
of  the  leading  banks  in  Switzerland. .  .and  they 
are  the  oldest  and  largest  Swiss  bank  in  the 
United  States. 

So,  if. you'd  like  to  find  out  what  a  good  Swiss 
banker  can  do  for  you,  what  better  way  could 
there  be  than  to  call  the  Swiss  Bank  Corporation. 

They  offer  a  full  range  of  commercial  ser- 


vices, including  domestic  and  international 
loans,  money  market  facilities  and  foreign 
exchange.  They  also  offer  their  personal  and 
unique  style  of  banking... prompt,  efficient  and 
as  dependable  as  a  Swiss  watch.  The  Swiss 
just  wouldn't  do  business  any  other  way. 


SWISS  BANK 
CORPORATION 

The  oldest  and  largest  Swiss  bank 
in  the  United  States. 


New  York  (212)  791-2777,  Chicago  (312)  346-0350,  San  Francisco  (415)  434-2640,  Los  Angeles  (213)  489-5900 


CO. 


PLANNED  GROWTH  CONTINUES 


3  MONTHS  ENDED  MARCH  31 

1975 

< 

1974 

NET  SALES  (Millions) 

$281.4 

$257.9 

NET  INCOME  (Millions) 

14.9 

7.1 

PRIMARY  EARNINGS 

PER  SHARE 

$2.93 

$1.37t 

12  MONTHS  ENDED  MARCH  3 

l       1975 
$1,167.5 

1974 
$990.1 

NET  SALES  (Millions) 

NET  INCOME  (Millions) 

63.9 

25.1 

PRIMARY  EARNINGS 

PER  SHARE 

$12.39? 

$4.73* 

"Unaudited,  f  Adjusted  for  2°o  stock 
dividend  paid  February,  1975. 

Annual  Report 

available  upon  request.  Write 

Crane  Co., 

300  Park  Avenue 

New  York,  N.Y.  10022 


CRANE 


FLUID  AND  POLLUTION  CONTROL  /  STEEL  /  BUILDING  PRODUCTS  /  AEROSPACE  AND  AIRCRAFT 


for  people^/tj^ 
who  need,people 

A  professional  search  and 
placement  company  to  help  you 
find  the  right  executives  and 
mid-management  personnel 

JACK  GENTILE 

and  ASSOCIATES 
Personnel  Consultants 

5952  ROYAL  LANE.  DALLAS.  TEXAS  75230 
v  (214)369-6912  . 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  Vz  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 
FEDERAL  OIL  *  GAS  LEASES,  INC. 

Geological  ft  Market  Evaluation  Services 
2995  L.B.J.  Freeway 
P.O.  Boi  29119,  Oept.  FOR. 

Dallas,  Teias  75229  Ph.  (214)  243  4253 
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rowed,  the  old  practice  of  being  big 
swingers  on  positioning  blocks  lin- 
gered. This  resulted  in  what  some- 
times looked  like  suicidal  bids. 

We've  been  talking  about  your  re 
cent    mistakes    and    problems.    What 
about  your  successes?  Wliat  was  you* 
single  best  decision? 

Jexrette:  To  go  public  in  1970. 

Did  you   people  force  that  change 
or  would  it  have  happened  anyway? 

Lufkin:  If  we  hadn't  pushed  that  is- 
sue and  fought  for  it  for  12  months 
there  would  not  have  been  any  out- 
side interest,  because  subsequently 
the  earning  power  of  12  firms  that 
went  public  declined  sharply.  You 
know  there  had  been  a  committee  in 
the  New  York  Stock  Exchange  stud) 
ing  public  ownership  since  1964. 

WJiy  did  you  push  at  that  moment? 

Lufkin :    It  was  Bill  Donaldson  more 
than    anyone    else.    He    felt    the    Ex- 
change would  study  it  forever,  and  I 
was  just  going  on  the  Board  of  Go\ 
ernors  and  he  felt  that  was  the  time. 

Good   timing   for   you.    How   about 
tlie  people  who  bought  your  stock? 

Lufkin:  I  didn't  mean  at  all  that  we 
went  public  just  because  we  though  I 
the  window  was  going  to  be  closed 
to  us.  The  basic  reason  was  to  gel 
permanent  capital.  Before  this.  902  ol 
Wall  Street  capital  was  owned  b)  p<  o 
pie  over  60  years  old.  The  big  losers, 
if  you  look  at  book  value  is.  our  cur- 
rent market  price,  were  not  the  rela 
tively  few  people  who  put  new  mon- 
ey into  brokerage  house  shares.  The 
big  losers  were  the  partners  in  these 
firms  whose  previously  liquid  capital 
was  tied  to  the  marketplace  at  a  sub- 
stantial discount.  Before,  they  could 
take  their  capital  out.  Now  the)  can 
only  sell  their  shares— for  whateve| 
price  they  may  bring. 

Had  we  not  started  the  going  pub- 
lic trend,  The  Street's  degree  of 
breadth  and  operating  capability 
would  he  vastl)  reduced.  II  \oii  are 
a  private  entrepreneur,  win  keep 
your  money  in  a  market  ol  evei  ii' 
creasing  risks  and  decreasing  returns-1 

Hut  after  going  public  you  also  sold 
a    big    block    of    your    .stock     259     /<> 

American  Express? 

|r  \nr  in      From   the  strategic  point 

ol  \  iew  the  jury  is  still  out  on  w  lielhei 
Wall  Street  and  the  seeuiit\  nidnsin 
are  going  to  he  absorbed  b)  lin.nn  i.il 
institutions   such    as   commercial   hanks 
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hat  Cash  Flow  Insurance  gives  you  that  regular  insurance  doesn't. 


Cash  Flow  Insurance®  protects 
your  physical  assets,  just  like  reg- 
ular insurance.  And  it  also  pro- 
vides a  unique  array  of  optional 
insurance-related  services  and 
products  which  can  help  protect 
your  cash  flow  position.  For  ex- 
ample: Engineers  who  can  help 
you  improve  packaging  and  cargo 
handling  so  your  product  gets 
where  it's  going  in  good  condition. 


Rehabilitation  teams  who  can 
help  you  get  accident  victims 
back  to  a  productive  life  again. 


Experts  who  can  help  to  make 
sure  you  comply  with  all  OSHA 
regulations. 


OT£ 


/ 

Professional  appraisers  who 
make  sure  your  property  is  in- 
sured for  its  full  current  value. 


Experienced  professionals  who 
I  can  help  you  find  markets  for  dis- 
i     tressed  or  damaged  merchandise. 


'N. 


Financial  specialists  who  can 
help  you  raise  capital  by  certifying 
your  inventory  and  receivables. 


Specialists  in  Loss  Control  Ser-  "  JjP 
ices,  to  help  prevent  accidents  v 

stead  of  just  paying  after  they  i 
appen. 


The  imaginative  INA  agent:  the 
ierson  who  makes  it  all  work;  the 
only  source  of  Cash  Flow  Insur- 
ance. He's  in  the  yellow  pages. 

IT  PAYS  TO  USfc  IMAGINATION' 


ANCE  COMPANY  OF  NORTH  AMERICA  •  LIFE  INSURANCE  COMPANY  OF  NORTH  AMERICA  •  PACIFIC  EMPLOYERS  GROUP 


THE  TIMES 

Tut*)..   Deccmhe.   17  1974 

British  Rail  pensions  cash  goes  into  Old  Masters 


i  teckftr'i  *tf1at  •*• 


FINANCIAL  TIMES 

no  »w  Wedne«i.i\  December  18  1974     ••»»  V 

BR  buys  art  works  to  safeguard 
pensions  fund  against  inflation 


■imiN   »*il.S   *Mrt  U)W  <M 


New  YoirlK  Post 

Jl         MfW    TOU   *Ot*     •r^ii£»-     MCtMtM    it 

British  Rata*  Investing  in  Art 


uu  MS   )      •  •        •>■'   ■ 


The  state-owned  railroads  worry  about  inflation  eroding 

the  value  of  their  employees'  pension  fund. 

Their  Board  has  chosen  old  master  paintings  acquired  with  expert 

advice,  as  the  one  hedge  against  currency  devaluation  and  inflation. 

We  agree  with  them. 

Our  firm  can  provide  the  expert  advice  needed  to  invest  successfully 

in  old  master  and  impressionist  paintings. 

You  may  inquire  without  obligation. 


INCORPOBATED 

900  Park  Avenue,  New  York,  N.Y.  10021    Telephone:  (212)  628-0700 
Cable:  Richfeigal  New  York        Telex:  236887 


Heat  Transfer 

PROBLEM  SOLVERS 

at  Young  Radiator 


YOU  CAN  DEPEND 
ON  THEM! 

And  Young  is  increasing  its  margin  of  de- 
pendability in  the  Heat  Transfer  Field  . . . 
with  new  offices  and  plants  in  Racine, 
Wisconsin  and  Centerville,  Iowa  . . .  major 
additions  at  Mattoon,  Illinois  . . .  the  latest 
in  computerization  and  new  manufacturing 
control  systems.  Call  or  write  if  we  can 
be  of  service. 

Radiator*  •  Heat  Exchanger* 
Oil  Cooler*  •  Unit  Heaters 

YOUNG  RADIATOR  COMPANY 


y 


2825  Four  Mile  Road, 
Racine,  Wisconsin  53404 

TELEPHONE    414-639-1011 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505—623-0507 


and  insurance  companies.  This  was 
way  we  could  stake  out  one  of  tl 
more  attractive  partners  if  this 
cal  integration  took  place.  It  w 
building  a  bridge  to  a  firm  that  did 
compete  with  our  clients. 

What  about  1975  earnings? 

Jenrette:  In  our  first  quarter  I 
netted  $1.3  million  from  continui 
operations,  but  you  have  to  preps 
for  a  margin  of  error  in  any  foreca 
New  trends  are  making  the  busim 
more,  not  less,  cyclical.  In  the  p; 
when  volume  dropped  and  prices 
so  dropped,  the  industry  was  able 
get  price  increases.  That  cushions  t 
lower  volume  by  increasing  the  i 
erage  commission  of  a  trade. 

But  now,  after  May  1,  in  a  fu 
negotiated  environment,  we  may  s 
that  when  the  market  is  jumping  w 
a  lot  of  trading  volume  in  rising  m 
kets,  negotiating  will  be  easier  I 
cause  people  are  very  busy.  Comer 
ly,  in  a  slow,  dull  summer  mark 
when  the  traders  are  sitting  arou 
they'll  be  bargaining  closely.  So  j 
may  leverage  your  earnings  both 
the  up  side  and  the  down  side. 

How    much    of    your    business   n 
be  affected? 

Jenrette:  Until  May  1,  80?  or  s< 
our  trades  were  on  fixed  commissi' 
Now  100%  will  be  negotiated. 

But  I  don't  think  rates  will  decH 
as   much   as   some   others   do.    In 
opinion,  only  about  25  firms  offer 
institutions  service  that  is  truly  l>i 
and  well  done.  If  you  start  impact 
those,  institutions  will  hurt  their  ( 
ability  to  function. 

As  we  arc  talking,  the  stock  ma-\ 
is  booming  and  you  achieved  beam 
first-quarter  earnings.  But  1  detect 
undercurrent  of  worry.  WhyJ 

Li  i  ki\:    The   market   could   go 
the   tank.    We   have    this   disqufl 
uncertainty    in    our    capital    mar 
and  especially  in  interest  rates.  If 
disquiet    continues,    the    market 
go  down  big.  The  whole  capital  stj 
hue  is  bizarre,  and  I  worrj  aboil 
short-range   impact  on    this   inarke 

it's  not  solved,  I  worry  about  the  1 
term  impact.  The  capital  marked 
in  deep  trouble. 

You  can  cut  expenses,  reduce  I 
head,  narrow  down  the  locus  ol 
business,    but    the   environment    is 

environment   In  the  end  we  arl 

pendent  on  the  environment. 

\     you  said,  there  isn't   much   , 
in    being    the    best    firm    m    tin     . 

business.  ..." 
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There's  Gas  E  nergy 
in  a  lump  of  coal 


Clean  gas  energy  can  be  made  from  coal  Before  long  it 
should  be  practical  on  a  large  commercial  scale. 

Coal  gasification  is  just  one  of  many  new  projects  the  gas 
industry  is  working  on  to  develop  additional  sources  of 
gas.  We're  also  importing  Liquefied  Natural  Gas,  prepar- 
ing to  pipe  in  Alaskan  gas,  experimenting  with  synthetic 
natural  gases.  By  1990  Americas  use  of  natural  gas  is 
expected  to  increase  by  seventy  percent,  nearly  a  third 
of  it  coming  from  these  new  supplemental  sources. 

Use  gas  wisely,  Ifs  clean  energy  for 

today  and  tomorrow,  mmsssssst  b 


"We  Lost 

The 

Big  Edge 

We  Had" 


Henderson  of 
Pier  1.  Imports 


Pier  1.  Imports  was  one  of  the  hot 
merchandising  concepts  of  the  Sixties. 
The  idea  was  to  import  cheap  goods 
from  overseas  for  sale  in  its  stores 
all  over  the  U.S.  Pier  1  also  became 
one  of  the  hot  stocks  of  the  Sixties, 
going  public  at  $3.80  and  soon  soar- 
ing to  301/2.  But  the  picnic  is  over: 
For  the  fiscal  year  ended  Mar.  31, 
sales  were  about  $95  million,  scarce- 
ly above  the  previous  year's,  and  prof- 
its $1.8  million.  The  stock  now  sells 
for  around  $5. 

Pier  1  was  financed  by  Tandy  Corp., 
which  sold  it  in  1965;  it  is  run  by  a 
tall,  youthful-looking  Tandy  alumus, 
accountant  Luther  Henderson,  53. 
Forbes  interviewed  him  in  his  Fort 
Worth,  Tex.  offices. 

If  Pier  1  was  such  a  good  business, 
why  did  Charles  Tandy,  a  very  smart 
guy,  want  to  get  rid  of  it? 

Henderson:  Charles  said:  "I  don't 
understand  this  business.  I  want  out. 
I'll  give  you  first  chance  to  buy  it." 
So  Pier  1  management  pooled  their 
resources    and   bought    the   company. 

You  were  a  great  success  at  first. 
Your  sales  multiplied  20  times  over 
between  1966  and  last  year.  But  what 
went  wrong? 

Henderson:  There's  been  a  lot  of 
water  over  the  dam.  When  we 
started,   the   U.S.   was   a  high-priced 


island  in  a  low-priced  world.  That's 
changed. 

Devaluation  killed  you? 

Henderson:  The  dollar  devaluations 
did  not  cause  all  our  cost  problems. 
What  was  causing  them  as  much  as 
anything  else  was  the  inflation 
abroad,  which  kept  our  costs  going 
up  even  before  a  formal  dollar  de-< 
valuation. 

So  the  same  forces  that  had  made 
your  business  so  good  early  on— the 
difference  between  foreign  and  do- 
mestic costs— now  began  to  hurt. 

Henderson:  We  lost  the  big  edge  we 
had  pricewise,  in  that  our  merchan- 
dise does  not  represent  a  big  bargain 
now  in  comparison  to  domestically 
available  goods. 

1 
How  are  you  responding  to  Pier  l's 
changed  environment? 

Henderson:  We're  trying  to  offer 
more  honest  value  and  we're  working 
hard  on  merchandising.  Until  last 
year  we  hadn't  a  system  to  tell  us  ex- 
actly what  was  selling.  We  never 
needed  it  before;  our  prices  were  so 
cheap,  people  would  buy  anyway. 

The  basic  rules  of  the  game 
changed.  Did  you  see  it  coming? 

Henderson:  I'd  like  to  be  able  to  sit 
here  and  say:  "We  were  so  smart,  we 
saw  it  all  coming."  We  realized  our 
merchandise  costs  were  going  up  fast- 
er than  the  inflation  rate  in  the  U.S., 
but  I  can't  say  we  saw  the  ramifica- 
tions. But,  on  the  other  hand,  if  we 
had  seen  it,  I  don't  know  what  we 
could  have  done  about  it. 

Well,  you  could  have  shifted  to 
more  U.S. -made  goods. 

Henderson:  I  don't  think  we  could 
have  done  that.  We  are,  by  the  very 
nature  of  our  business,  a  specialty 
business.  We  need  to  carry  a  type  of 
selection  that  is  not  available  to  the 
mass-merchandise  stores. 

So  there  you  were:  foreign  costs 
killing  your  profit  margins  and  you 
couldn't  shift  too  much  to  American 
goods  or  you'd  be  just  another  K 
mart.  So  you  started  acquiring  com- 
panies like  Saybrook  Fabrics  (a  fab- 
ric retailer),  Harbinger  (a  furniture 
retailer)  and  Pottery  Shack. 

Henderson:  They  were  acquired  be- 
cause we  were  looking  for  things  that 
we  could  sell  in  our  stores.  I  think 
any  retailer  needs  to  do  some  research 


and  development.  This  was  our  R&D. 

You  mean,  if  they  sell,  move  them 
into  the  import  stores? 

Henderson:  Yes,  and  also,  if  we  can 
find  another  gold  mine,  some  kind  of 
store  that  the  public  wants,  which 
we  can  develop  further  and  faster 
than  anybody  else.  .  .  .  We  haven't  yet 
found  another  pot  of  gold. 

You  didn't  find  the  pot  of  gold,  but 
you  bought  some  clinkers. 

Henderson:  We  spun  off  Saybrook  a 
couple  of  years  ago.  It  was  a  big 
loser— a  big  loser. 

Harbinger  looks  like  it  may  be  an- 
other mistake. 

Henderson:  Yes,  it  looks  like  we  may 
have  been  wrong.  At  least  our  timing 
was  wrong.  It  was  simply  an  effort 
to  get  a  niche  in  the  specialty  furnish- 
ings market.  Frankly,  I  don't  know 
why  it  didn't  work.  These  types  of 
stores  have  been  very  successful  in 
Europe,  but  we've  been  unable  to 
catch  the  fancy  of  the  American  con- 
sumer in  sufficient  quantity. 

You  are  fortunate  that,  unlike  a 
lot  of  other  smallish  retailers,  you 
don't  have  much  debt. 

Henderson:  We  were  able  to  get 
equity  money  at  a  very  advantageous 
price.  For  example,  in  1971,  we  had 
a  stock  offering  at  $39  a  share  [pre- 
split].  Our  book  value  was  around  $8. 

Your  stockholders  have  been  mur- 
dered,   however.    And   so    have    you. 

Henderson:  I  don't  like  it,  but  I'm 
not  disturbed  by  it.  I've  always  had 
enough  to  live  on,  and  because  I 
sensed  the  price  was  unrealistic,  I 
sold  some  stock  then.  So  I'm  finan- 
cially secure. 

You  gave  many  of  your  employees 
stock  too.  How  did  they  react? 

Henderson:  We  lost  a  few  <>l  them 
who  got  rich  enough  to  retire  01  do 
something  else.  Most  of  them  stayed 
with  us.  There  was  a  time  when  they 
were  as  interested  in  receiving  calls 
from  their  brokers  as  talking  to  com- 
pany suppliers.  They  were  just  going 
through  the  motions  on  their  jobs, 
but  I  didn't  want  to  fire  them.  Then 
they  went  through  the  traumatic  ex« 
perience  of  seeing  their  net  worth, 
which  had  looked  pretty  good  on  pa- 
per, get  wiped  out. 

At  this  point  the)  are  good,  hud 
working  employees  again,  ■ 
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Which  bank  is  working  in  the  North  Sea  to  help  keep 
your  energy  sources  from  running  dry? 


;  are.  Bank  of  America.  By  assisting  in  financing  the 
velopmentoftheoiland  natural  gas  fields  in  the  North  Sea 
id  around  the  world ),  we're  doing  our  best  to  put  more 
ergy  into  your  investments. 

The  search  for  large  new  hydrocarbon  reserves  and 
ier  new  energy  sources  goes  on  around  the  globe  around 


the  clock  —  just  like  our  services.  We're  involved  in  the 
financing  of  tankers,  pipelines  and  refineries  all  the  way 
from  initial  planning  to  final  construction. 

So  if  you  have  investments  in  the  oil  or  other  energy 
fields,  remember  us.  We're  the  bank  who's  taking  energetic 
steps  to  keep  those  sources  from  running  dry. 
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One  step  ahead 


.V 


The  earth's  crust  is  a  rich  storehouse, 
but  71%  of  it  is  under  water. 


It  is  why  oil  producers  keep 
searching  beneath  the  seas  for  more 
petroleum. 

Oil  wells  beneath  the  sea,  like 
those  on  land,  must  be  equipped 
with  "Christmas  trees"  the 
complex  wellhead  assemblies  needed 
to  control  the  pressure  and  flow  of 
gas  and  oil. 

Christmas  trees  are  part  of 
a  broad  line  of  petroleum  specialty 
equipment  designed  and  built 
byFMC. 

So  far,  the  majority  of  the  worlds 
subsea  oil  operations  have  been 
located  in  relatively  shallow  ocean 
areas  -4  400  and  500  foot  depths 
are  fairly  common— but  producers 
know  they  will  have  to  go  deeper 
as  energy  demand  keeps  mounting. 

FMC,  in  anticipation  of  this, 
has  developed  underwater  wellhead 
equipment  capable  of  operating  as 


far  down  as  2000  feet,  and  is 
developing  systems  for  even  deeper 
waters. 

FMC  equipment  for  the 
petroleum  industry  also  includes 
ocean-going  vessels  to  move  crude 
oil  and  refined  products;  cranes 
and  excavators  to  dig  trenches  and 
lay  pipe  for  the  builders  of  pipelines; 
special  valves,  pumps,  swivel 
joints,  and  fluid  transfer  systems. 

A  single  operator  at  the 
controls  of  such  a  transfer  system 
can  make  the  connection  to  load  or 
unload  a  supertanker,  a  barge,  a 
railroad  tank  car  or  a  tank  truck 
quickly  and  with  equal  ease. 

In  this  energy-consuming 
world,  we  think  the  next  most 
important  thing  to  producing  oil  is 
backing  up  the  people  who  do. 

FMC  Corporation,  200  East 
Randolph  Drive,  Chicago  60601. 

•FMC 


Measure  your  roll  towel  leftovers 

nd  see  how  many  hand-dries  you  can  save 

with  the  new  Commander  I  Cabinet. 


You  may  be  throwing  away  as  much  as  25% 
of  what  you  spend  on  roll  towels  in  "stub 
rolls,"  the  leftover  towels  your  maintenance 
man  finds  when  he  refills  the  cabinets. 

When  he  finds  a  stub  roll,  he  can  leave  it 
in  the  cabinet  and  hope  it  doesn't  run  out.  Or, 
he  can  remove  the  stub  roll  and  put  in  a  fresh 
roll.  If  he  removes  it,  you  may  be  wasting  as 
much  as  25%  of  the  roll  towels  you  buy. 

Now  use  almost  every  inch  of 
the  towels  you  buy. 

Fort  Howard's  Commander  I  Cabinet  lets  you 
load  a  new  625-foot  roll  while  the  stub  roll- 
up  to  31/2  inches  in  diameter  —  is  still  being 
used.  After  the  stub  roll  is  used  up,  towels 
from  the  new  roll  dispense  automatically.  So 


you  use  almost  every  inch  of  towels  you  buy. 

And  because  you  can  get  up  to  755  lineal 
feet  pf  uninterrupted  towel  service,  the 
Commander  I  can  lessen  the  chance  of  run- 
outs and  may  help  reduce  your  maintenance 
costs— by  requiring  fewer  refills  than  single- 
roll  cabinets. 

If  you'd  like  to  see  how  our  new  Com- 
mander I  Cabinet  can  help  you  reduce  roll 
towel  waste  and  provide  more  uninterrupted 
towel  service,  write  us  on  your  business 
letterhead.  We'll  send  one  of  our  sales  repre- 
sentatives over  with  a  sample  cabinet  and  a 
Commander  I  Savings  Scale  to  show  you  how 
much  you  can  save. 

You  have  nothing  to  lose 
but  your  stub  roll  waste. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Green  Bay,  Wisconsin  54305 

We  put  paper  to  work  for  you. 


» 


Fort  Howard 
paper  Saver 


A 


Congratulations! 
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"The  Individual 

Star  Performer 

Is  In  Trouble" 

Howard  Johnson 


Howard  Deering  Johnson  turned  a 
$500  investment  and  a  reputation  for 
good  ice  cream  (in  28  flavors)  into 
a  chain  that  now  runs  929  restaurants 
and  527  lodges  and  motels  to  the 
tune  of  $381  million  last  year.  HDJ 
thoroughly  trained  his  son,  Howard 
Brennan  Johnson.  HBJ  posed  for  a 
Howard  Johnson  ad  when  he  was  six, 
was  attending  annual  meetings  when 
he  was  12,  spent  summers  cutting 
steaks  and  jerking  sodas;  when  he 
was  27,  his  father  made  him  presi- 
dent. Long  before  the  elder  Johnson 
died  in  1972,  the  younger  Johnson 
was  running  the  company.  Where  the 
father  was  a  promoter  (in  the  best 
sense  of  the  word),  the  son  is  a  pro- 
fessional manager,  perhaps  more  in- 
terested in  the  numbers  than  in  the 
ice  cream.  However,  Howard  Bren- 
nan Johnson  has  a  problem.  This 
famed  chain  is  a  creature  of  the  high- 
way. Can  it  adapt  to  a  world  where 
family  travel  is  no  longer  cheap? 

Howard  Johnson  Co.'s  earnings 
dropped  20%  last  year— the  first  seri- 
ous decline  since  you  took  aver  in 
1959.  Can  you  handle  a  situation 
where  you  have,  simultaneously,  a 
bad  economy  and  an  energy   crisis? 

Johnson:  My  father  was  a  growth- 
oriented  person,  but  he  went  through 
World  War  .II  when  our  company 
shrank  dramatically  because  of  ration- 
ing. So  he  was  a  believer  in  some 
fundamentals  that  would  prepare  us 
for  when  times  weren't  going  to  be 
that  good.  I've  never  had  any  argu- 
ments with  those  fundamentals.  I  think 
my  father  would  be  pleased  to  see 
that  perhaps  I'jn  even  more  attuned 
to  those  things  than  he  was. 

For  example? 

Johnson:  Number  one.  We  operate 
on  a  very  solid  financial  basis.  We 
have  lots  of  liquidity,  very  tight  con- 


trol on  receivables  and  inventories  and 
very  little  long-term  debt.  I  think  li- 
quidity is  very  important.  We've  had 
no  strain  in  negotiating  with  outside 
banks  or  insurance  companies.  And 
you  don't  have  to  operate  your  com- 
pany with  them  looking  over  your 
shoulder.  As  you  know,  we  finance 
our  growth  through  leases,  which  is 
off  the  balance  sheet. 

Number  two.  We  have  always  been 
control-oriented.  But  in  the  last  five 
years,  we  have  reemphasized  controls. 
I'm  not  talking  about  controls  just  in 
the  financial  area,  but  in  the  personnel 
area  as  well.  As  a  result,  we  have  im- 
proved our  productivity  dramatically. 

Excuse  me,  but  can  you  be  more 
specific? 

Johnson:  We  have  a  person -by-per- 
son analysis  of  our  field  operations  on 
a  weekly  basis.  If  some  people  aren't 
producing,  they  are  replaced.  And  in 
places  like  Florida,  we  move  people 
around  to  meet  seasonal  demands. 

The  number  three  strength  is  that 
we  centralized  the  company  about 
eight  years  ago.  Now  we  have  most 
of  our  people  in  one  place,  and  we 
try  to  bring  as  many  people  into  a 
problem  as  we  can.  For  example,  we 
have  weekly  conference  calls  with  all 
our  field  managers.  That  way  the 
fellow  in  Miami  just  might  have  the 
solution  to  a  problem  that  we  are 
having  in  Houston. 

So  in  a  sense,  we  have  been  pre- 
paring for  bad  days  all  our  lives. 

Still  your  earnings  dropped  20% 
last  year,  to  81  cents  a  share,  and 
your  return  on  equity  was  barely  10%; 
a  few  years  ago  it  was  14%. 

Johnson:  Well,  there  is  one  negative. 
We  are  a  reacting  company.  We  don't 
try  to  anticipate  the  future.  In  this 
business  you  can't  look  too  far  ahead, 
maybe  two  years.  A  lot  of  little  things 


could  go  wrong.  Maybe  the  business 
in  one  community  falls  off  for  one  rea- 
son or  another.  You  can't  be  so  tied 
up  in  the  future  that  you  can't  react 
to  these  kinds  of  problems. 

And  it  was  a  rough  year.  When 
our  first  quarter  came  out,  we  were 
down  72%.  The  difficult  part  was  not 
so  much  that  the  earnings  were  bad, 
but  what  kind  of  decision  was  I  going 
to  make  because  the  earnings  were 
bad.  I  had  to  fight  off  making  the 
wrong  decisions,  like  making  changes 
in  quality.  You  say,  "Well,  gee,  if  I  cut 
this,  I  can  hold  my  margins." 

What  decisions  did  you  make? 

Johnson:  We've  slowed  our  normal 
expansion  and  we  are  spending  all 
our  time,  money  and  effort  on  our 
existing  bricks  and  mortar  to  make 
sure  we  maximize  our  unit  sales.  We 
are  trying  different  in-store  layouts, 
different  bonus  plans  and  we  are  try- 
ing to  trade  our  customers  up  to 
larger  portions  of  more  expensive 
items.  We  have  introduced  some 
steaks.  We  have  a  new  salad  bar  and 
a  roast  beef  concept.  We  are  running 
some  of  our  units  24  hours.  Our  goal 
this  year  is  to  get  back  to  1973  net. 

Is  this  a  long-term  scaling  back? 
Or  are  you  just  riding  out  a  storm? 

Johnson:  We're  just  now  wondering 
if  it's  time  to  reestablish  our  thrust 
in  terms  of  growth.  I  don't  think  we 
are  quite  ready  yet.  We're  going  to 
have  to  go  through  the  summer  to  see 
if  the  Organization  of  Petroleum  Ex- 
porting Countries  stays  in  a  group  or 
if  it  splits  up,  and  how  all  this  will 
affect  the  price  of  gasoline. 

What's  your  strategy  if  the  price 
of  gasoline  keeps  climbing? 

Johnson:  We're  going  to  have  to  de- 
velop local  business,  where  people  go 
out  to  eat.  That  means  we're  going  to 
have  to  maybe  broaden  our  menus 
and  maybe  add  some  different  items 
like  entertainment  and  'iquor.  In  oth- 
er words,  we  are  going  to  have  to 
compete  with  a  local  market,  which 
will  be  quite  a  bit  different  from  what 
we've  been  doing. 

What  about  the  motels?  Are  you 
going  to  keep  right  on  building  new 
ones  out  on  the  highways  regardless 
of  the  threat  to  travel? 

Johnson:  Our  business  is  slowing 
down  because  people  are  traveling 
less.  If  that  continues,  we'll  have  to 
catch  them  somewhere  else,  like 
building  in  the  city.  As  a  matter  of 
fact,  we  are  putting  $7  million  into  a 
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This  advertisement  is  neither  an  offer  to  tell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


April  22,  1975 


invsiPni 


2,100,000  Shares 


R.  J.  Reynolds  Industries,  Inc. 

Common  Stock 

(«  Par  Value) 

The  above  shares  of  Common  Stock  are  being  acquired  by  the  several  Under- 
writers following  the  purchase  by  the  Underwriters  of  1,400,000  shares  of  $2.25  Con- 
vertible Preferred  Stock  of  R.  J.  Reynolds  Industries,  Inc.  from  certain  stockholders 
of  the  Company  and  the  conversion  by  the  Underwriters  of  the  preferred  shares  into 
shares  of  Common  Stock  of  the  Company.  Each  share  of  Preferred  Stock  is  con- 
vertible into  1.5  shares  of  Common  Stock  on  the  surrender  of  the  preferred  share 
and  payment  to  the  Company  of  $22  in  cash.  The  Company  will  receive  only  those 
proceeds  resulting  from  the  cash  payment  upon  conversion  of  the  Preferred  Stock. 


Price  856.50  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  Stales  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 
Blyth  Eastman  Dillon  &  Co.       Donaldson,  Lufkin  &  Jenrette       Drexel  Burnham  &  Co. 

Incorporated  Hrcgrltlti  Corporation  Incorporated 

Goldman,  Sachs  &  Co.     Halsey,  Stuart  &  Co.  Inc.     Hornblower  &  Weeks-Hemphill,  Noyes 

AffHUU  of  Bach*  £  Co.  Incorporated  Incorporated 


E.  F.  Hutton  &  Company  Inc. 
Lazard  Freres  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 


Lehman  Brothers 

Incorporated 


Kuhn,  Loeb  &  Co. 
Loeb,  Rhoades  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Reynolds  Securities  Inc. 
Wertheim  &  Co.,  Inc. 
Shearson  Hayden  Stone  Inc. 


Salomon  Brothers 
White,Weld&Co. 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith,  Barney  &  Co. 

Incorporated 


Dean  Witter  &  Co. 

Incorporated 

Warburg  Paribas  Becker  Inc. 


"Some  of  the  most 
entertaining  reading 
around  these  days." 

from  an  article 
on  Malcolm  Forbes  in— 
SPORTS  ILLUSTRATED 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 
for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 
(New  York  State  residents,  add  4%-8%  sales  tax;  New  York  City,  8%) 


14-story    hotel    in    downtown    Miar 

What  do  you  think  will  be  the  c 
ciding  factor? 

Johnson:  The  gasoline  tax  doesi 
bother  me  as  much  as  rationing.  R 
tioning,  I  think,  would  be  an  absolu 
killer  for  all  U.S.  retail  business. 

What    about    diversification?    Wl 
haven't  you  moved  out  of  travel? 

Johnson:    I'm    not    really    anxious 
roll  the  dice.  Just  the  cost  of  gettii 
into  a  Howard  Johnson  restaurant 
so  damn  expensive  that  if  you  doi 
put  it  in  the  right  place,  your  year 
losses  can  be  devastating.  I  prefer 
stay  right  within  our  own  framcwoi 

In  hindsight,  are  there  acquisitio 
you  wish  you  had  made? 

Johnson:  Oh  yes,  but  not  to  the  poi 
where    I    think    much    about    it.    \\ 
could  have  been  more  attuned  to  tl 
times  in  terms  of  fast  food— we  we 
going  into  the  motel  field  when   tl 
fast-food    people    were    coming    o 
Oddly,   a  lot  of  fast-food  people   a 
now  coming  toward  our  type  of  oj 
eration.    They   are    adding    waitress, 
and  also  items  to  their  menus.  Th» 
want   to   build    more   sales    per    un 
This  will  give  them  a  lot  of  headache 
We   did   try   to   get   into   fast   fooi 
but   we   put    the   units    in    the   wroi 
places.  We  were  so  highway-orienti 
that  we  felt  we  could  conic  up  wil 
a   small    unit   between    our   larger    ii 
stallations.  That  was  a  mistake.  Wh. 
we  are  trying  to  do  now   is  develd 
a    chain    called    Ground    Round.    It 
different   than   fast   food.    It's   liqud 
It's  bigger  hamburgers.   It's  live   m 
tertainment.    It's   a   place  where   yo 
can    take    the   family   for    an    evenin 
without  having  to  spend  a  lot  of  moi 
ey.  It's  our  version  of  the  British  pul 

Most  of  the  enterprises  in  the  tract 
business  were  built  by  individual 
your  father,  Kemmons  Wilson  of  Hot 
day  Inns,  J.  Willard  Marriott  of  Ma. 
riott  Inns,  Conrad  Hilton.  Note  tin 
the    industry    is    changing,    trill    into 

agemeni    have   to   change    its   styn 


Johnson:  The  individual  star  pfJ 
former  is  in  trouble.  What  you  nee 
today  is  team  management.  You  ean 

be  .i  marketing  expert  with  no  find 

cial  controls.  You  can't  have  .ill  1 
Dance  and  no  marketing.  Wli.it  \<> 
need    is    a    blend    of    all    these    thing' 

As   ire  say  in  this  issue:  cash. 
Irols  and  caution. 

Johnson:  Yep.  ■ 
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The  Forbes  500s 


Are  profits  too  high?  Look  at  it  this  way. 
Our  biggest  corporations  needed 
$1.7  trillion  in  assets  and 
$1.1  trillion  in  sales  to  produce  less 
than  $60  billion  in  profits. 


The  Forbes  500  lists  are  multidimen- 
sional and  all-inclusive.  By  multidi- 
mensional, we  mean  that  they  measure 
corporate  size  not  by  one  dimension 
but  by  four:  sales,  profits,  assets  and 
stock  market  value.  By  all-inclusive, 
we  mean  that  they  include  corpora- 
tions of  all  kinds:  industrial,  financial, 
transportation,  retailing  and  service. 
This  is  what  differentiates  the  Forbes 
500s  from  the  Fortune  500,  the  latter 
being  based  on  a  single  dimension- 
revenues— and  being  restricted  to  in- 
dustrial corporations. 

Wouldn't  it  be  simpler  to  have  a 
single  500?  Yes,  of  course,  but  while 
simpler,  it  would— in  our  opinion— be 
less  useful.  Less  useful  because  sheer 
revenues  are  not  necessarily  the  best 
measure  of  corporate  size  and  cor- 
porate importance. 

In  all,  there  are  830  companies  on 
the  four  Forbes  lists.  Interestingly, 
however,  only  250  or  so  of  them,  only 
about  30%,  make  all  four  lists.  These 
250  are,  of  course,  the  true  giants 
of  U.S.  industry.  But  they  are  by  no 
means  the  only  important  companies. 
Which  is  why  we  prefer  to  express 
size  by  four  dimensions.  Our  500s 
include  over  300  companies  that  do 
not  make  Fortune's  basic  500. 

The  83Q  companies  listed  here 
make  up  the  great  bulk  of  U.S.  indus- 
try. The  top  500  in  each  category  had 
combined  sales  last  year  of  $1.1  tril- 
lion, assets  of  $1.7  trillion,  market  val- 
ue of  $450  billion— and  profits  of  only 
$59  billion. 

Put  another  way,  if  the  Government 
were  to  confiscate  all  the  profits,  it 
wouldn't  garner  enough  in  new  mon- 
ey to  fund  the  probable  1975  federal 
deficit.  But  in  eliminating  profits,  you 
would  also  eliminate  the  principal 
source  of  investment  capital  available 
to  American  business.  And  that,  in 
the  long  run,  would  increase  the  def- 
icit by  an  incalculable  amount.  ■ 


The  Minimums 

Everything  has  gotten  bigger  for  U.S.  corporations  —  with  one 
exception:  The  market  value  of  their  common  stocks  has  dropped 
sharply.  Chart  shows  the  minimum  figure  needed  to  get  on  a  FORBES 
Directory  list.  Three  of  the  four  minimum  figures  have  increased 
dramatically,  thanks  largely  to  inflation,  yet  the  figure  needed  to 
qualify  for  the  market  value  list  was  the  lowest  since  the  Directory 
was  started  in  1969.  (Even  allowing  for  this  year's  handsome  rally,  the 
market  value  figure  would  still  lag  far  behind  the  others.) 
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In  four  words, 

here's  what  our  state 

can  offer  your  company: 

Bigger  markets. 
Smaller  taxes. 


Interested  in  the  New  England  consumer 
market?  67%  of  it  is  within  75  miles  of 
Providence,  Rhode  Island. 

Wondering  about  New  England's 
industrial  market?  75%  of  the  plastic  products 
manufacturers,  73%  of  the  chemical  products 
manufacturers,  69%  of  the  communications 
equipment  manufacturers,  66%  of  the  elec- 
trical machinery  manufacturers  are  within 
75  miles  of  Providence. 

Ready  fora45,000,000-population 
market?  It's  yours,  within  overnight  truck  runs 
of  Rhode  Island. 


650  local  and  interstate  truckers.  And  every 
New  York-Boston  train  stops  here. 

Now  for  taxes.  A  recent  study  com- 
pared the  business-tax  status  of  three  typical, 
model  manufacturing  companies  in  New  York, 
New  Jersey,  Massachusetts,  Connecticut — 
and  Rhode  Island. 

In  every  case,  our  taxes  were  lowest. 

If  you  want  bigger  markets  and  smaller 
taxes,  you  want  us.  And  if  you  can  make  a 
contribution  to  our  economy,  we  want  you. 
Let  us  tell  you  more. 


Market  area 

Miles  from  Providence,  R.I. 

Albany,  N.Y. 

170 

Baltimore,  Md. 

360 

Boston,  Mass. 

45 

Hartford,  Conn. 

75 

Montreal,  Que.  * 

350 

New  York,  N.Y. 

180 

Newark,  N.J. 

190 

Philadelphia,  Pa. 

280 

Syracuse,  N.Y. 

295 

Washington,  D.C 

400 

Philip  W.  Noel 

Governor,  State  of  Rhode  Island 


Rhode  Island 


Ten  important  metropolitan  market  areas  within  400  miles  of 
Providence,  R.I.  And  the  Providence  area  itself,  with  a  population 
of  900,000,  is  also  an  important  market. 

And  you  can  get  to  market  fast  and 
frequently. 

We're  served  by  5  major  airlines,  6  air- 
ports, a  deep  water  seaport,  1 1  major  highways, 


Department  of  Economic  Development 

One  Weybosset  Hill,  Providence,  R.I.  02903  40 1-277-260 1 

Attention:  James  O.  Roberson,  Director 

Please  tell  me  more  about  Rhode  Islands's    D  Transporta- 
tion and  market  proximities    □  8-part  tax  incentive 
program    □  Lowest-rate  financing    □  Labor  pools  and 
manpower  training. 

Name 


Title 


Company 


Street 


City 


State 


Zip 


The 
bank  bank 


Don't  settle  for  more. 


Investment  management  is  only  one  of  the 
many  diverse  services  offered  by  most  banks.  But 
only  one  bank  in  New  York  City  concentrates  solely 
on  investment  management  and  directly  related  ac- 
tivities. Fiduciary  Trust  Company  of  New  York.  The 
non-bank  bank. 

For  43  years,  we  have  devoted  all  our  time, 
skills,  energy,  resources  and  personnel  to  the  care 
and  management  of  invested  funds.  We  avoid  the 
unrelated  activities  usually  associated  with  com- 
mercial banking. 

Investment  management  accounts  at  Fiduci- 
ary have  the  benefit  of  in-depth  studies  by  our  own 
research  analysts.  And  our  ten-year  record  of 


c 


achievement  in  global  investing  gives  us  an  adde< 
awareness  of  the  fact  that  the  world's  economies! 
and  securities  markets  have  become  increasingly 
interdependent. 

At  Fiduciary,  the  non-bank  bank,  we  manage' 
all  accounts  individually  and  personally  —  Invest- 
ment Management  accounts  and  Trusts  f rorrj 
$300,000  with  a  minimum  annual  fee  of  $2,500  — 
and  streamlined  Securities  Management  accounts 
starting  at  $100,000  with  a  minimum  annual  fee  o] 
$1,000. 

If  you're  looking  for  a  bank  that  specialized 
in  investment  management,  why  settle  for  more' 
Fiduciary,  the  non-bank  bank.  Call  or  write  Daniel  E 
Peterson,  Vice  President,  at  (212)  466-4100. 


FIDUCIARY 

TRUST  COMPANY  OF  NEW  YORK 

The  notvbank  bank 

TWO  WORLD  TRADE  CENTER,  NY  10048 
EUROPEAN  OFFICES:  London/Geneva 


The 
Forbes 
Sales 
500 


Inflation  in  general, 
higher  oil  prices 
in  particular, 
sent  sales  figures 
soaring  last  year. 

Thanks  largely  to  inflation,  1974 
was  a  year  of  big  sales  gains.  The 
smallest  company  on  the  Forbes 
500  Sales  list,  Transco  Cos.,  had 
revenues  of  $520  million,  as  against 
$434  million  for  last  year's  lowest, 
Libby,  McNeill  &  Libby.  Overall, 
the  500  produced  revenues  of  $1.1 
trillion,  up  24%  from  last  year's  500. 

It  was  also  the  Year  of  Oil. 
Thanks  to  big  price  boosts  from  the 
Organization  of  Petroleum  Export- 
ing Countries,  Exxon  soared  to  the 
top  of  the  v  list,  with  a  64%  sales 
gain  bumping  General  Motors, 
which  lost  12%.  Making  cars  is  no 
longer  the  biggest  U.S.  industry; 
fueling  them  now  is. 

Of  the  ten  biggest  companies  in 
sales  last  year,  five  were  oils;  the 
year  before  only  three  were  oils. 
Against  the  onslaught  of  the  oils, 
not  even  International  Business  Ma- 
chines could  hold  its  ground;  the 
big  computer  company  dropped 
from  11th  place  to  12th— in  spite 
of  a  15%  gain  in  sales.  Even  U.S. 
Steel,  whose  revenues  spurted  32%, 
largely   on   the   strength   of  higher 


prices,  merely  held  its  own  in  14th 
place.  The  even  larger  oil  compa- 
nies doubled  and  tripled  Big  Steel's 
gains  in  revenues. 

One  of  the  biggest  single  gain- 
ers was  Engelhard  Minerals  & 
Chemicals,  which  both  produces 
and  trades  in  metals;  Engelhard 
jumped  from  51st  place  in  1973 
to  28th  position  last  year.  Engel- 
hard, of  course,  benefited  greatly 
from  higher  prices  in  the  metals 
and  minerals  it  traded. 

The  banks  as  a  group  were 
among  the  biggest  gainers.  In  a 
way,  the  banks'  gains  reflected  their 
customers'  problems:  With  infla- 
tion swelling  sales  faster  than 
profits,  businessmen  were  forced  to 
step  up  their  short-term  borrow- 
ings to  carry  inflated  inventories 
and  receivables.  For  example,  Citi- 
corp showed  a  remarkable  61%  gain 
in  revenues;  its  archrival  Chase 
Manhattan,  55.5%. 

No  question  about  it:  Business 
was  getting  bigger  last  year.  It  was 
not,  however,  necessarily  getting 
healthier.   ■ 


%  Change 

Rank 

Sales 

Over 

1974 

1973 

Company        ($000,000) 

1973 

1 

2 

Exxon 

42,061 

63.5 

2 

1 

General  Motors 

31,550 

-11.9 

3 

3 

American  Tel  &  Tel 

26,174 

11.3 

4 

4 

Ford  Motor 

23,621 

2.6 

5 

9 

Texaco 

23,255 

103.9 

6 

10 

Mobil  Oil 

18,929 

66.2 

7 

13 

Standard  Oil  Calif 

17,191 

121.5 

8 

12 

Gulf  Oil 

16,458 

95.5 

9 

5 

Sears,  Roebuck 

16,078 

6.8 

10 

6 

Intl  Tel  &  Tel 

13,789 

6.7 

11 

8 

General  Electric 

13,413 

15.9 

12 

11 

IBM 

12,675 

15.3 

13 

7 

Chrysler 

10,971 

-6.8 

14 

14 

United  States  Steel 

9,186 

32.1 

15 

19 

Standard  Oil  Ind 

9,085 

67.8 

16 

15 

Safeway  Stores 

8,185 

20.8 

17 

22 

Shell  Oil 

7,633 

56.3 

18 

27 

Continental  Oil 

7,041 

67.0 

19 

20 

E  1  du  Pont 

6,950 

31.7 

20 

17 

J  C  Penney 

6,936 

11.1 

21 

16 

Great  Atl  &  Pac  Tea 

6,875 

5.9 

22 

35 

Atlantic  Richfield 

6,740 

69.2 

23 

18 

Westinghouse  Elec 

5,799 

1.7 

24 

21 

General  Tel  &  Elec 

5,662 

10.9 

25 

24 

S  S  Kresge 

5,612 

19.3 

26 

47 

Occidental  Petroleum 

5,538 

75.3 

27 

32 

Bethlehem  Steel 

5,381 

30.0 

28 

51  Engelhard  Min&Chem 

5,377 

76.5 

29 

37 

Union  Carbide 

5,320 

35.1 

30 

25 

Goodyear 

5,256 

12.4 

31 

23 

Aetna  Life  &  Cas 

5,173 

9.8 

32 

38 

Tenneco 

5,001 

27.9 
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% Change 

% Change 

%  Changi 

Rank 

Sales 

Over 

Rank 

Sales 

Over 

Rank 

Sales 

Over 

1974  1973 

Company        ($000,000) 

1973 

1974  1973 

Company        ($000,000) 

1973 

1974  1973 

Company        ($000,000) 

1973 

33       49 

Citicorp 

4.988 

61.3 

85 

86 

American  Can 

2,658 

21.8 

137 

132 

General  Dynamics 

1,968 

19.9 

34      53 

Phillips  Petroleum 

4.981 

66.6 

86 

69 

Connecticut  General 

2,654 

9.9 

138 

130 

B  F  Goodrich 

1,966 

18.4 

35      29 

Intl  Harvester 

4,966 

18.4 

87 

71 

Honeywell 

2,626 

9.8 

139 

149 

McDonald's 

1,943 

28.9 

36      50 

Dow  Chemical 

4,938 

61.0 

88 

85 

Colgate-Palmolive 

2,615 

19.1 

140 

136 

Johnson  &  Johnson 

1,937 

20.2 

37      39 

Procter  &  Gamble 

4.912 

25.7 

89 

80 

Sperry  Rand 

2,613 

17.2 

141 

140 

Raytheon 

1,929 

21.3 

38      28 

Kroger 

4.782 

13.7 

90 

82 

Jewel  Companies 

2,599 

17.1 

142 

137 

Celanese 

1,928 

19.8 

39      31 

LTV 

4.768 

14.9 

91 

64 

Singer 

2,587 

2.4 

143 

128 

Warner-Lambert 

1,911 

14.4 

40      33 

Manor 

4.667 

14.5 

92 

113 

CPC  International 

2,570 

37.1 

144 

155 

Carnation 

1,887 

28.2 

41      36 

Esmark 

4,616 

16.8 

93 

83 

Champion  Intl 

2,532 

14.7 

145 

188 

Ogden 

1,858 

45.7 

42      30 

Travelers 

4,605 

10.1 

94 

92 

Winn-Dixie  Stores 

2,528 

19.8 

146 

208 

Bankers  Trust  N  Y 

1,823 

56.0 

43      26 

RCA 

4,594 

8.2 

95 

89 

Coca-Cola 

2,522 

17.6 

147 

213 

Chemical  New  York 

1,806 

56.4 

44      34 

Eastman  Kodak 

4,584 

13.6 

96 

120 

Trans  World  Airlines 

2,515 

38.9 

148 

131 

Continental  Corp 

1,798 

8.8 

45      41 

Kraft  co 

4,471 

24.2 

97 

105 

Deere 

2,495 

24.6 

149 

199 

Lykes-Youngstown 

1,793 

45.6 

46      61 

Union  Oil  California 

4,419 

73.1 

98 

87 

TRW 

2,486 

14.8 

150 

159 

Nabisco 

1,793 

23.3 

47      46 

Rockwell  Intl 

4,409 

38.7 

99 

79 

Bendix 

2,481 

11.3 

151 

154 

American  Cyanamid 

1,780 

20.9 

48      42 

Beatrice  Foods 

4,192 

18.4 

100 

118 

Inland  Steel 

2,450 

34.0 

152 

146 

Borg-Warner 

1,768 

14.3 

49      40 

F  W  Woolworth 

4,177 

12.2 

101 

123 

Consolidated  Edison 

2,439 

40.5 

153 

174 

Crown  Zellerbach 

1,766 

29.0 

50      45 

Caterpillar  Tractor 

4,082 

28.3 

102 

81 

Georgia-Pacific 

2,432 

9.1 

154 

117 

WT  Grant 

1,766 

-4.5 

51      78 

Sun  Oil 

3,800 

66.2 

103 

158 

Tetedyne 

2,432 

18.2 

155 

145 

Eaton 

1,760 

13.5 

52    111 

Amerada  Hess 

3,745 

97.5 

104 

95 

Food  Fair  Stores 

2,381 

13.8 

156 

142 

CBS 

1,751 

12.6 

53      44 

Boeing 

3,731 

11.9 

105 

101 

Consolidated  Foods 

2,380 

16.5 

157 

150 

Control  Data 

1,751 

16.8 

54      73 

Chase  Manhattan 

3,682 

55.5 

106 

99 

UAL 

2,365 

14.8 

158 

184 

Central  Soya 

1,749 

34.8 

55      48 

Firestone 

3,675 

16.5 

107 

94 

Burlington  Inds 

2,330 

11.0 

159 

148 

PPG  Industries 

1,744 

15.3 

56      54 

Xerox 

3,576 

19.6 

108 

103 

American  Stores 

2,320 

14.6 

160 

228 

Continental  Illinois 

1,744 

60.5 

57      58 

Monsanto 

3,498 

32.1 

109 

96 

Uniroyal 

2,301 

10.5 

161 

187 

Kaiser  Alum  &  Chem 

1,736 

35.5 

58      56 

W  R  Grace 

3,472 

23.7 

110 

109 

Gulf  &  Western  Inds 

2,296 

19.1 

162 

151 

Pacific  G  &  E 

1,727 

15.9 

59      43 

Greyhound 

3,458 

1.5 

111 

108 

Penn  Central 

2,247 

14.4 

163 

172 

Genl  Tire  &  Rubber 

1,726 

25.1 

60      76 

United  Technologies 

3,321 

44.8 

112 

112 

INA 

2,247 

18.5 

164 

144 

Southern  Pacific 

1,713 

10.4 

61      74 

R  J  Reynolds  Inds 

3,300 

41.6 

113 

129 

Allied  Chemical 

2,216 

33.1 

165 

233 

First  Chicago  Corp 

1,706 

58.6 

62      55 

Federated  Dept  Strs 

3,269 

10.4 

114 

114 

American  Brands 

2,210 

18.5 

166 

143 

May  Dept  Stores 

1,697 

8.4 

63      60 

Borden 

3,265 

27.8 

115 

70 

Rapid-American 

2,210? 

-5.6 

167 

147 

American  Standard 

1,677 

13.5 

64    100 

Ashland  Oil 

3,216 

56.6 

116 

91 

Transamerica 

2,202 

4.3 

168 

177 

Anaconda 

1,673 

24.5 

65      72 

Armco  Steel 

3,190 

33.5 

117 

152 

Standard  Oil  Ohio 

2,166 

46.2 

169 

169 

Kennecott  Copper 

1,664 

19.: 

66      57 

Lockheed  Aircraft 

3,171' 

— 

118 

104 

Foremost-McKesson 

2,147 

6.4 

170 

176 

Standard  Brands 

1,648 

22.3 

67      84 

BankAmerica  Corp 

3,134 

42.1 

119 

110 

American  Express 

2,138 

12.2 

171 

163 

Signal  Companies 

1,645 

14./ 

68      90 

Halliburton 

3,098 

45.4 

120 

106 

City  Investing 

2,133 

6.6 

172 

153 

American  Airlines 

1,641 

10.S 

69      63 

Continental  Can 

3,087 

21.6 

121 

125 

Fedl  Natl  Mortgage 

2,127 

24.2 

173 

133 

Whirlpool 

1,620 

-J 

70      65 

Litton  Industries 

3,082 

24.9 

122 

116 

Owens-Illinois 

2,116 

14.0 

174 

135 

Allied  Stores 

1,610 

-0./ 

71      52 

McDonnell  Douglas 

3,075 

2.4 

123 

115 

Textron 

2,114 

13.7 

175 

171 

Southland  Corp 

1,609 

15.! 

72      68 

Ralston  Purina 

3,073 

26.3 

124 

127 

PepsiCo 

2,081 

22.5 

176 

166 

Norton  Simon 

1,600 

13.; 

73      75 

International  Paper 

3,042 

31.5 

125 

124 

FMC 

2,074 

20.6 

177 

201 

Union  Pacific 

1,599 

30.(1 

74      59 

General  Foods 

2,987 

13.5 

126 

121 

Amer  Home  Products 

2,049 

14.8 

178 

179 

NL  Industries 

1,597 

i9.: 

75      62 

Minn  Mining  &  Mfg 

2,937 

15.4 

127 

126 

Philip  Morris 

2,042 

19.5 

179 

175 

Bristol-Myers 

1,591 

16.; 

76    141 

Marathon  Oil 

2,882 

82.6 

128 

107 

United  Brands 

2,021 

1.9 

180 

185 

Texas  Instruments 

1,572 

22i 

77     102 

Cities  Service 

2,806 

37.9 

129 

194 

J  P  Morgan  &  Co 

2,011 

59.8 

181 

134 

U  S  Industries 

1,567 

-4.; 

78      67 

Household  Finance 

2,804 

15.0 

130 

122 

American  Motors 

2,000 

15.0 

182 

173 

Grand  Union 

1,563 

4.1 

79     138 

Getty  Oil 

2,742 

71.3 

131 

139 

General  Mills 

2,000 

25.5 

183 

181 

Burlington  Northern 

1,552 

16.!' 

80      98 

Republic  Steel 

2,741 

32.5 

132 

160 

Reynolds  Metals 

1,993 

37.5 

184 

259 

Archer  Danls  Midland 

1,551 

60.; 

81       93 

National  Steel 

2,728 

29.7 

133 

156 

IU  International 

1,991 

35.4 

185 

329 

Kerr-McGee 

1,550 

ii3.r 

82      88 

Alcoa 

2,727 

26.4 

134 

97 

CNA  Financial 

1,984 

-4.3 

186 

161 

Super  Valu  Stores 

1,543 

6.i 

83       66 

Weyerhaeuser 

2,705 

10.2 

135 

119 

NCR 

1,979 

9.0 

187 

186 

Pfizer 

1,542 

20.1 1 

84      77 

Lucky  Stores 

2,702 

18.0 

136 

198 

Mfrs  Hanover  Corp 

1,975 

60.2 

188 

165 

Iowa  Beef  Processors 

1,537 

8. 

•  For  twelve  months  ended  9-30-74.  P- 

-Preliminarj 

r. 

160 
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You  couldn't  pass  this 
on  the  highway 


This  giant  300,000  pound  absorber 

tower  was  moved  by  special  Santa  Fe 

train  from  Kansas  to  the  Gulf  Coast. 


Count  on  Santa  Fe 

when  the  going  gets  tough 

This  big  load  is  an  example  of  how  customers  turn  to  Santa  Fe  with  a  tough 
shipping  problem. 

Today  there  are  a  lot  of  tough  problems  to  be  solved.  For  example,  the 
high  costs  and  shortages  of  fuel  are  creating  shipping  problems  for  many 
companies. 

Santa  Fe  can  help  here,  too,  because  a  truck  uses  4  times  more  fuel  than 
a  train.  On  the  other  hand,  if  you  already  have  trucks,  we  can  piggy-back 
them.  This  plan  not  only  saves  fuel,  but  takes  your  freight  out  of  highway  speed 
zones  and  onto  our  super  freights  which  can  operate  up  to  80  miles  per  hour. 

Santa  Fe  serves  a  big  territory  between  Chicago,  California  and  Texas; 
and  where  we  don't  go,  we  have  run-thru  connections  with  other  railroads  to 
speed  shipments  nationwide. 

Now's  the  time  to  put  Santa  Fe  people,  equipment  and  facilities  to  work 
on  your  tough  shipping  problems,  but  remember  we  can  handle  the  easy 
ones,  too! 

Call  today. 


The  Atchison,  Topeka  and 

For  freight  information,  call  one  of  our  65  traffic  centers 
coast-to-coast  (plus  Honolulu,  Mexico  or  Tokyo)  or  write 
General  Manager-Freight  Traffic,  80  East  Jackson  Blvd., 
Chicago,  III.  60604.  Telephone:  (312)  427-4900 


Santa  Fe 


Railway 

A  Santa  Fe  Industries  Company 


Receive  up  to  half  the  cost  of  your  plant,  and 
other  fixed  assets.  No  interest,  no  payback. 


EASE  THE  HONEY 
CRISIS  FOR 

YOUR  COMPANY'S 

NEXT 

EXPANSION 


CALL(2I2)  972-1003 

We  will  tell  you  if  your  company's  project  qualifies 
for  Ireland's  unique  package  of  advantages. 
The  Industrial  Development  Authority  of  Ireland 

will  handle  all  aspects  of  setting  up  a  plant. 

In  the  year  ended  March,  1974,  new-plant  investment 
in  Ireland  by  overseas  companies  was  more  than 
double  the  previous  year's  record  total. 


New  York:  (212)972-1003,  280  Park  Avenue,  New  York,  NY  10017  Chicago:  (312)644-7476.  1  East  Wacker  Drive.  Chicago, 

Los  Angeles:  (213)624-1024.  515  So.  Flower  Street,  Los  Angeles.  California  90071 


linois  60601 


This  announcement  is  published  by  IDA-lreland,  280  Park  Avenue,  New  York.  New  York  10017  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  ot  the 

Government  of  Ireland   This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  statement  is  available  for  public  Inspection 

Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 


The  Forbes  Sales  500 


Rank 
974  1973 


Company 


% Change 
Sales        Over 
($000,000)     1973 


89  193         Eastern  Air  Lines 

90  164  Pan  Am  World  Airways 

91  183  Mead 

92  212  Hercules 


93  192  Burroughs 

94  168  Dayton-Hudson 

95  180  Supermarkets  General 

96  209        Western  Bancorp 


157  Beneficial  Corp 

211  Southern  Company 

170  Gamble-Skogmo 

231  So  Calif  Edison 


01  216  St  Regis  Paper 

02  197  Campbell  Soup 
93  191  Commonwealth  Edison 
04  232    Pub  Svc  Elec  &  Gas 


182  Boise  Cascade 

206  Kimberly-Clark 

203  H  J  Heinz 

190  Combustion  Engineerg 


202  Santa  Fe  Industries 

200  Seaboard  Coast  Line 

11  242  Ingersoll-Rand 

12  226  Anheuser-Busch 


.3  248 

14  227 

L5  207 

16  245 


Pullman 

National  Tea 

III  Central  Inds 

Dresser  Industries 


17  205 

8  218 

L9  162 

fO  235 


White  Motor 

Clark  Equipment 

Motorola 

ASARCO 


1  223  Merck 

!2  219  Chessie  System 

3  261  American  Elec  Power 

4  331  Fruehauf 


5  314  Coastal  States  Gas 

6  195  Associated  Dry  Goods 

7  258  Fleming  Companies 
'8  234  Jim  Walter 


220  Studebaker-Wortlingtn 
189  ►'  Avco 

241  Columbia  Gas  System 
277  Security  Pacific 


237 
204 
224 
210 


Babcock  &  Wilcox 

Lincoln  Natl  Corp 

J  P  Stevens 

Allis-Chalmers 


214 
239 
254 
196 


Avon  Products 

CIT  Financial 

El  Paso  Company 

Olin  Corp 


,530 
,528 
,526 
,525 


,511 
,504 
,498 
,498 


,492 
,489 
,487 
,483 


.471 
,468 
,460 
,456 


,454 
,439 
,438 
,428 


,423 
,421 
,415 
,413 


,411 
,404 
,403 
,398 


,390 
,375 
,367 
,344 


,330 
,321 
,316 
,315 


,305 
,300 
,293 
,292 


,290 
,285 
,279 
,278 


,277 
,265 
,264 
,262 


,260 
,254 
,251 
,249 


21.5 

6.6 

17.5 

32.1 


19.6 

6.9 

12.3 

28.4 


1.5 
27.7 

6.6 
37.4 


29.7 
19.1 
15.3 
35.3 


9.7 
22.2 
19.3 
12.2 


16.7 
15.5 
36.2 
27.3 


40.9 
18.2 
19.7 
36.4 


17.8 
21.5 
-4.7 
25.8 


19.2 
17.5 
36.2 
80.8 


69.1 

4.7 

33.3 

21.4 


15.0 

0.9 

21.9 

44.7 


20.1 
6.6 

13.5 
8.2 


9.5 
18.5 
27.3 

NC 


Rank 
1974  1973 


Company 


% Change 
Sales         Over 
($000,000)     1973 


241 

236 

Gillette 

1,246 

17.1 

242 

217 

R  H  Macy 

1,242 

9.5 

243 

251 

Quaker  Oats 

1,227 

23.9 

244 

240 

Delta  Air  Lines 

1,227 

16.9 

245 

229 

Stop  &  Shop 

1,224 

13.0 

246 

215 

Martin  Marietta 

1,221 

7.1 

247 

221 

Interco 

1,218 

8.6 

248 

249 

Dart  Industries 

1,214 

22.2 

249 

255 

SCM 

1,202 

22.6 

250 

167 

Genesco 

1,185 

-16.0 

251 

260 

American  General  Ins 

1,168 

20.9 

252 

178 

AMAX 

1,163 

-13.0 

253 

355 

Pittston 

1,146 

67.9 

254 

264 

Amfac 

1,145 

20.5 

255 

265 

Crane 

1,144 

20.8 

256 

284 

Colt  Industries 

1,144 

32.6 

257 

271 

Schlumberger 

1,143 

24.0 

258 

268 

Emerson  Electric 

1,138 

21.3 

259 

283 

Fisher  Foods 

1,124 

29.4 

260 

244 

Carter  Hawley  Hale 

1,122 

8.8 

261 

222 

Wickes 

1,121 

0.2 

262 

250 

ARA  Services 

1,119 

12.9 

263 

497 

Charter  Company 

1,119 

156.1 

264 

230 

Grumman 

1,113 

2.8 

265 

273 

Johns-Manville 

1,112 

22.8 

266 

257 

Eli  Lilly 

1,112 

14.3 

267 

225 

Evans  Products 

1,110 

-0.3 

268 

269 

Scott  Paper 

1,110 

19.1 

269 

256 

Walter  Kidde 

1,107 

13.2 

270 

292 

Consumers  Power 

1,105 

32.4 

271 

291  Marine  Midland  Banks 

1,104 

31.5 

272 

253 

Otis  Elevator 

1,104 

12.0 

273 

290 

Northwest  Industries 

1,104 

30.4 

274 

276 

National  Distillers 

1,089 

22.9 

275 

■ 

Kaiser  Industries 

1,081 

NC 

276 

252 

Dana 

1,078 

9.0 

277 

297 

Texas  Eastern 

1,065 

28.8 

278 

461  Commonwealth  Oil  Rfg 

1,059 

122.8 

279 

247 

Zayre 

1,053 

4.9 

280 

274  Norfolk  &  Western  Ry 

1,052 

16.6 

281 

267 

Corning  Glass  Works 

1,051 

11.1 

282 

354 

Amstar 

1,047 

53.4 

283 

285 

Albertson's 

1,046 

22.7 

284 

266 

Del  Monte 

1,043 

10.2 

285 

320 

Wheeling-Pitts  Steel 

1,037 

36.3 

286 

272 

Miss  River  Corp 

1,034 

13.7 

287 

312 

Wells  Fargo 

1,030 

33.2 

288 

262 

Phelps  Dodge 

1,026 

6.7 

289  306  Rohm  &  Haas  1,022  29.6 

290  243  Allied  Supermarkets  1,021  -1.6 

291  262  AMF  1,020  6.1 

292  343  Ethyl  1,020  45.9 


Not  on  500  list  in  1973.         NC— Not  comparable. 


% Change 

Rank 

Sales 

Over 

1974  1973 

Company        ($000,000) 

1973 

293 

299 

White  Consolidated 

1,017 

23.1 

294 

289 

United  Merch  &  Mfrs 

1,016 

14.1 

295 

313 

Northern  Natural  Gas 

1,013 

31.2 

296 

316 

Phila  Electric 

1,012 

32.0 

297 

294 

Kellogg 

1,010 

21.9 

298 

278 

Squibb 

1,005 

14.1 

299 

302 

Pillsbury 

1,004 

23.0 

300 

308 

Alco  Standard 

1,003 

28.9 

301 

270 

Walgreen 

997 

7.1 

302 

330 

North  Amer  Philips 

995 

36.7 

303 

325 

Williams  Companies 

993 

33.5 

304 

279 

Amer  Broadcasting 

986 

12.0 

305 

281 

Carrier 

985 

12.3 

306 

319 

Allegheny  Ludlum  Ind 

982 

28.7 

307 

293  Amer  Hospital  Supply 

982 

18.4 

308 

280 

Holiday  Inns 

981 

11.7 

309 

275 

Oscar  Mayer 

972 

9.6 

310 

333 

Heublein 

968 

33.6 

311 

369 

Diamond  Shamrock 

965 

48.3 

312 

305 

United  Telecom 

955 

21.1 

313 

484 

American  Petrofina 

953 

112.8 

314 

337 

Florida  Power  &  Lt 

951 

33.2 

315 

282 

U  S  Fidelity  &  Gty 

950 

8.6 

316 

288 

GAF 

949 

11.8 

317 

298 

George  A  Hormel 

943 

14.2 

318 

238 

Pennzoil 

940 

NC 

319 

296 

Colonial  Stores 

934 

12.9 

320 

287 

Vornado 

927 

9.2 

321 

334 

Koppers 

914 

26.3 

322 

246 

Zenith  Radio 

911 

-9.6 

323 

324 

Union  Camp 

910 

21.3 

324 

300 

McGraw-Edison 

910 

10.8 

325 

307 

Southern  Railway 

909 

16.8 

326 

317 

PACCAR 

908 

18.5 

327 

■ 

American  Financial 

904 

108.3 

328 

322 

Detroit  Edison 

898 

19.3 

329 

367 

Levi  Strauss 

898 

37.5 

330 

326 

Amer  Beef  Packers 

897 

23.0 

331 

303 

Sterling  Drug 

890 

11.3 

332 

363 

Hewlett-Packard 

890 

33.7 

333 

304 

Armstrong  Cork 

889 

11.8 

334 

390 

First  Natl  Boston 

886 

45.5 

335 

318 

St  Paul  Companies 

886 

15.8 

336 

315 

Pet 

883 

14.9 

337 

346 

Anderson-Clayton 

879 

26.5 

338 

423 

Foster  Wheeler 

876 

62.0 

339 

301 

Pacific  Lighting 

875 

6.7 

340 

408  Mellon  National  Corp 

872 

53.2 

341 

402 

Charter  New  York 

866 

47.9 

342 

309 

Budd 

863 

11.1 

343 

362 

General  Public  Utils 

862 

30.2 

344 

448 

Murphy  Oil 

862 

72.8 
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The  Forbes  Sales  5C 


% Change 

% Change 

% Chang 

Rank 

Sales 

Over 

Rank 

i 

Sales 

Over 

Rank 

Sales 

Over 

1974  1973 

Company        ($000,000) 

1973 

1974 

1973 

Company        ($000,000) 

1973 

1974  1973 

Company        ($000,000) 

197J 

345    321  United  States  Gypsum 

862 

13.6 

397 

385 

Texas  Utilities 

727 

18.1 

449 

441 

Fischbach  &  Moore 

583 

15.1 

346     335 

Consoi  Natural  Gas 

861 

20.0 

398 

377 

Chubb 

722 

14.7 

450 

393 

Sperry  &  Hutchinson 

582 

-3.; 

347     286 

First  Natl  Stores 

860 

1.2 

399 

■ 

Reserve  Oil  &  Gas 

721 

78.4 

451 

457 

West  Point-Pepperell 

581 

20.6 

348    380 

Stauffer  Chemical 

859 

38.3 

400 

416 

Warner  Commun 

720 

31.0 

< 

452 

378 

Arden-Mayfair 

580 

-9i 

349    310 

Crum  &  Forster 

859 

10.6 

401 

366 

Brown  Group 

719 

10.0 

453 

455 

Reliance  Electric 

580 

19.; 

350    417  Intl  Minerals  &  Chem 

858 

56.7 

402 

392 

Malone  &  Hyde 

719 

18.5 

454 

439 

Tandy 

579 

13.; 

351     365 

Westvaco 

856 

30.7 

403 

426 

Northeast  Utilities 

713 

32.8 

455 

■ 

Clark  Oil  &  Refining 

579 

45.1 

352    398 

Daniel  International 

854 

43.7 

404 

422 

National  Can 

710 

30.9 

456 

444 

Richardson-Merrell 

576 

14.: 

353    344 

Northrop 

853 

22.1 

405 

387 

Schering-Plough 

704 

15.1 

457 

447 

Genuine  Parts 

573 

14. 

354     311 

American  Natural  Gas 

845 

9.2 

406 

379 

Provident  Life  &  Ace 

700 

11.4 

458 

418 

Kayser-Roth 

572 

4.! 

355    351 

Cummins  Engine 

833 

21.5 

407 

375 

Scot  Lad  Foods 

700 

10.6 

459 

448 

Zale 

571 

14.- 

356    406 

Crocker  Natl  Corp 

833 

44.6 

408 

399 

Texas  Gas  Transmn 

693 

17.2 

460 

493 

Avnet 

571 

29j 

357     358 

Niagara  Mohawk  Pwr 

831 

23.8 

409 

■ 

St  Joe  Minerals 

688 

170.3 

461 

430 

Tecumseh  Products 

571 

8.! 

358    327 

Owens-Corning  Fbrgls 

828 

13.7 

410 

374 

USM 

686 

8.1 

462 

478 

Waldbaum 

570 

24. 

359    323 

Intl  Multifoods 

828 

10.1 

411 

■ 

Morrison-Knudsen 

678 

71.9 

463 

429 

Govt  Employees  Ins 

569 

7.! 

360     328 

Time  Inc 

826 

13.4 

412 

445 

Gt  Northern  Nekoosa 

674 

33.4 

464 

483 

Texasgulf 

569 

26. 

361     373 

UOP 

825 

29.7 

413 

409 

Timken  Company 

665 

17.3 

465 

388 

A  O  Smith 

568 

-7.1 

362    396 

Duke  Power 

823 

37.0 

414 

371 

Kane-Miller 

661 

2.5 

466 

■ 

Knight-Ridder  News 

565 

65. 

363    364 

Middle  South  Utils 

822 

24.8 

415 

384 

Lear  Siegler 

658 

6.9 

467 

476 

Cyprus  Mines 

565 

22. 

364    359 

American  Intl  Group 

817 

21.9 

416 

347 

Libbey-Owens-Ford 

655 

-4.9 

468 

435 

Mercantile  Stores 

564 

8  - 

365    342 

Jos  Schlitz  Brewing 

815 

15.9 

417 

433 

Cyclops 

653 

25.6 

469 

434 

Panhandle  Eastern 

564 

8 1 

366    295 

Arlen  Realty  &  Dvpt 

809 

2.8 

418 

386 

Scovill  Mfg 

652 

6.1 

470 

■ 

Air  Prods  &  Chems 

563 

41 

367     340 

Sherwin-Williams 

802 

13.8 

419 

353 

Lone  Star  Industries 

652 

-4.6 

471 

472 

Chesebrough-Pond's 

561 

20  1 

368      ■ 

Fluor 

801 

89.2 

420 

376 

General  Host 

646 

2.2 

472 

421 

Daylin 

560 

2 

369    336 

Merrill  Lynch  &  Co 

801 

12.1 

421 

397 

Turner  Construction 

645 

8.1 

473 

460 

Certain-teed  Prods 

559 

17.1 

370    339 

Consoi  Freightways 

799 

13.1 

422 

475 

First  Penna  Corp 

645 

39.9 

474 

462 

Norton 

558 

17.1 

371     419 

National  Industries 

798 

46.3 

423 

■ 

Commercial  Metals 

643 

97.4 

475 

■ 

Carborundum 

557 

34 

372    356 

Peoples  Gas 

796 

16.9 

424 

■ 

Black  &  Decker 

642 

50.3 

476 

■ 

Witco  Chemical 

557 

50 

373    370 

Upjohn 

795 

22.7 

425 

■ 

MCA 

642 

53.6 

477 

424 

Springs  Mills 

556 

3 

374    395 

Dillon  Companies 

791 

31.2 

426 

446 

Pennwalt 

641 

27.2 

478 

■ 

Natl  Detroit  Corp 

554 

36 

375    357 

Chromalloy  American 

789 

16.9 

427 

425 

Marriott 

640 

19.0 

479 

■ 

Braniff  Intl 

552 

27. 

376    352 

Brunswick 

786 

14.9 

428 

400 

Continental  Tel 

637 

8.1 

480 

412 

M  Lowenstein  &  Sons 

552 

-1., 

377    332 

Reliance  Group 

784 

7.1 

429 

■ 

ConAgra 

634 

50.1 

481 

436 

Mohasco 

551 

6 

378    350 

Diamond   Intl 

779 

13.3 

430 

420 

Universal  Leaf 

626 

14.8 

482 

458 

Fuqua  Industries 

551 

14 

379     368 

Whittaker 

778 

19.2 

431 

477 

Interlake 

624 

35.6 

483 

■ 

First  Bank  System 

549 

30. 

380    389 

Dillingham 

770 

26.4 

432 

474 

A  E  Staley  Mfg 

621 

34.7 

484 

■ 

Newmont  Mining 

548 

28 

381    407 

Crown  Cork  &  Seal 

766 

34.0 

433 

465 

G  D  Searle 

621 

31.7 

485 

431 

Marshall  Field 

548 

4 

382    381 

Abbott  Laboratories 

765 

23.4 

434 

401 

Liggett  &  Myers 

620 

5.8 

486 

471 

No  States  Power 

545 

16 

383     338 

Melville  Shoe 

765 

7.7 

435 

479 

Wetterau 

618 

34.6 

487 

■ 

Eastern  Gas  &  Fuel 

543 

62 

384    415 

Va  Electric  &  Power 

764 

38.7 

436 

410 

Safeco 

615 

8.9 

488 

437 

Loews 

543 

-4 

385     360 

Eltra 

764 

14.1 

437 

438 

Bemis 

611 

18.6 

489 

453 

Adgraph  Multigraph 

541 

10 

386    404 

Airco 

760 

30.2 

438 

440 

Revlon 

609 

19.7 

490 

■ 

Dravo 

540 

29 

387    403 

Northwest  Airlines 

759 

29.9 

439 

463 

Baltimore  Gas  &  Elec 

609 

28.5 

491 

427 

Cluett,  Peabody 

538 

0 

388    372 

Cerro 

758 

19.1 

440 

■ 

United  Gas  Pipe  Line 

608 

20.4 

492 

■ 

Clorox 

538 

30jj 

389     349 

Polaroid 

757 

9.9 

441 

459 

Hammermill  Paper 

607 

27.1 

493 

■ 

Northwest  Bancorp 

537 

24 

390    341 

Akzona 

754 

7.0 

442 

456  Central  &  South  West 

595 

23.0 

494 

■ 

Fred  Meyer 

537 

26 

391     348 

Castle  &  Cooke 

753 

9.3 

443 

454 

Transway  Intl 

592 

21.5 

495 

498 

ACF  Industries 

535 

22 

392    361 

Giant  Food 

741 

10.8 

444 

481 

Campbell  Taggart 

590 

29.3 

496 

■ 

NVF 

533 

35 

393    405 

Sunbeam 

740 

27.3 

445 

411 

Pueblo  International 

589 

5.3 

497 

451 

Western  Union 

532 

g 

394     383 

Gould 

740 

19.4 

446 

■ 

Long  Island  Lighting 

587 

35.6 

498 

495 

So  Natural  Resources 

523 

19 

395     345 

Times  Mirror 

735 

5.7 

447 

■ 

New  England  Electric 

586 

42.8 

499 

■ 

Univar 

522 

30 

396      ■ 

MBPXL 

727 

6.5 

448 

413 

National  Gypsum 

584 

5.3 

500 

443 

Transco  Companies 

520 

■  Not  on  500  list  in  1973. 
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Right  now. ..there's  something  new  for  you  from  AM 

In  1975.. .there  are  new  products  from  AM's  Divisions. ..such  as 

AM  4875.. .the  "Both  Sides  Now"  Copymaker,  the  only  high- 
volume  plain  paper  copying  system  that  prints  both  sides  in 
one  pass. ..plus  two  new  table-top  duplicators,  212  and  220, 
featuring  simple  operation  for  high  quality  copies.  And,  for 
convenient,  high  quality  addressing  in  the  front  office,  the  Easy 
Riter  addresser,  all  from  Multigraphics. 

Bruning...the  bold  force  in  Micrographics,  has  a  new  OP  10 
table-top  microfiche  duplicator.  It  is  the  only  one  of  its  kind,  a 
self-contained,  all-in-one  duplicator  that  answers  the  copying 
needs  of  almost  everyone  using  microforms.  Still  another  new 
product  is  the  PD  160  for  reproduction  of  large  engineering 
drawings.. .with  Bruning's  exclusive  pressure  diazo  process  for 
the  ecology-conscious. 

AM's  Data  Systems  Division  continues  to  emphasize 
telecommunications  in  its  product  development.  Its  new 
computer  access  terminals,  AMCATS  I  and  II,  in  addition  to 
approving  credit  transactions,  are  now  being  used  to  authorize 
cashing  of  checks  and  to  collect  data  for  a  variety  of  input 
applications.  New  Systems  Software  for  the  point-of-sale 
Documentor  system,  utilizes  a  telecommunication  package  to 
blend  the  flexibility  and  control  at  point-of-sale  with  the  power 
of  central  processing. 

Comp/Set  500.. .a  new  direct  entry  phototypesetter  is  a 
completely  self-contained  system  from  VariTyper.  There  is  no 
easier  or  more  economical  way  to  set  type  for  every  kind  of 
printed  communication  than  the  Comp/Set  500.  VariTyper's 
Scan/Edit  Set  is  an  entirely  new  concept  in  a  low-cost 
integrated  system  for  phototypesetting.  Its  output  is 
perforated  tape,  ready  for  the  phototypesetter.  Comp/Set  500 
and  Scan/Edit  Set  ideally  complement  many  word-processing 
systems. 

There  will  be  more  to  come  to  better  serve  AM  customers,  all 
over  the  world. 

So  keep  your  eye  on  AM. 


COMP/SET  500 


For  the  finest  in  Business  Machines 

ADDRESSOGRAPH    MULTIGRAPH     CORPORATION 
20600  Chagrin  Blvd.  Cleveland,  Ohio  44122 

Composed  on  AM  Comp/Set  500 


The  Forbes  Market  500 


In  dollar  terms,  last  year's 

stock  market  crash  was  six  times 

worse  than  that  of  1929-32. 

It's  a  sign  of  the  times 

that  AT&T  ended  up  having  a  higher 

valuation  than  IBM. 


In  the  past  few  years,  it  has 
dawned  on  investors— even  the  in- 
stitutional ones— that  a  good  many 
corporate  emperors  had  no  clothes. 
And  so  the  market  has  been  merci- 
less toward  those  glamour  compa- 
nies that  stood  exposed  as  ordinary 
mortals.  Polaroid,  which  a  few 
years  ago  was  valued  at  better 
than  $4.1  billion,  ended  1974  with 
a  market  value  of  only  $612  million 
(even  after  a  sharp  rally  this  year, 
the  total  valuation  of  Polaroid  was 
barely  $1  billion— down  75  cents 
on  the  dollar  from  the  old  high). 

Avon  Products,  after  having  lost 
half  its  market  value  in  1973,  lost 
half  of  what  was  left  last  year. 

Even  companies  whose  reputa- 
tions remained  intact  suffered  bad- 
ly. General  Electric  was  down  47% 
last  year,  Eastman  Kodak  46%, 
Sears,  Roebuck  40%,  IBM  31%,  Min- 
nesota Mining  40%,  Xerox  and  Co- 
ca-Cola each  58%. 

In  only  two  years,  the  combined 
value  of  the  Forbes  stock  market 
500  slumped  from  $759  billion  to 
$450  billion.  In  dollar  terms,  that 
was  six  times  the  amount  of  mar- 
ket value  wiped  out  in  the  1929- 
32  crash.  Among  the  Forbes  500, 
only  64  showed  gains,  but  the 
winners  were  mostly  smaller  com- 
panies. Three  exceptions:  Union 
Carbide,  up  22%  last  year,  CBS  up 
21%  and  R.J.  Reynolds,  up  30%. 

A  good  many  big  stocks  took 
such  a  clobbering  that  they 
dropped  right  off  the  Forbes  stock 


market  list.  McGraw-Hill,  once  No. 
164  in  value,  after  losing  80%  of 
its  market  value  in  six  years  is  no 
longer  on  the  list.  Nor  are  Sim- 
plicity Pattern,  Warner  Communi- 
cations or  U.S.  Industries. 

General  Motors,  once  the  stan- 
dard for  value  among  U.S.  stocks, 
was  in  sad  straits.  As  recently  as 
1971  it  was  No.  Three  in  market 
value.  Last  year  it  was  only  No. 
Five— down  more  than  $4  billion 
in  market  value  in  a  single  year, 
and  down  $14  billion  from  its  all- 
time  high. 

A  sign  of  soberer  times:  Staid 
American  Telephone  ousted  Inter- 
national Business  Machines  as  the 
No.  One  stock.  In  the  kind  of  mar- 
ket we  had  last  year,  IBM  dropped 
by  31%  while  AT&T  gave  up  only 
10%  of  its  market  value. 

Another  sign  of  the  times:  Last 
year,  Electronic  Data  Systems  had 
the  smallest  market  valuation 
among  the  500— $151  million,  down 
from  $1.7  billion.  Only  two  years 
ago  a  company  needed  more  than 
twice  as  much  in  market  value  to 
get  on  the  bottom  of  the  list. 

Of  course,  the  market  has  ral- 
lied sharply  since  the  books  closed 
on  the  dismal  1974  stock  market; 
the  Dow  Jones  industrials  recent- 
ly stood  35%  higher  than  at  year's 
end.  Even  so,  it  remained  nearly 
250  points  below  its  alltime  peak- 
which  is  the  only  measure  of  corpo- 
rate value  that  has  not  been 
swollen  by  inflation.    ■ 


Market 

% 

Value  of 

Change 

Rank 

Common 

Over 

1974 

1973 

Company      ($000,000) 

1973 

1 

2 

American  Tel  &  Tel 

24,979 

-10.3 

2 

1 

IBM 

24,908 

-31.2 

3 

3 

Exxon 

14,453 

-31.4 

4 

4 

Eastman  Kodak 

10,145 

-45.8 

5 

5 

General  Motors 

8,807 

-33.2 

6 

6 

Sears,  Roebuck 

7,615 

-39.7 

7 

12 

Procter  &  Gamble 

6,714 

-11.3 

8 

14 

Standard  Oil  Ind 

6,393 

-11.7 

9 

7 

General  Electric 

6,096 

-46.9 

10 

10 

Texaco 

5.672 

-29.0 

11 

9 

Minn  Mining  &  Mfg 

5,267 

-40.3 

12 

16 

Amer  Home  Products 

5,218 

-16.8 

13 

21 

Dow  Chemical 

5,083 

-4.2 

14 

17 

Merck 

5,003 

-16.6 

15 

23 

Eli  Lilly 

4,694 

-8.1 

16 

15 

Johnson  &  Johnson 

4,673 

-28.0 

17 

11 

E  1  du  Pont 

4,428 

-41.8 

18 

24 

Atlantic  Richfield 

4,267 

-15.9 

19 

8 

Xerox 

4,081 

-58.0 

20 

26 

Schlumbergei 

3,963 

-18.0 

21 

18 

Standard  Oil  Calif 

3,775 

-36.4 

22 

20 

Mobil  Oil 

3.667 

-32.1 

23 

19 

Citicorp 

3,503 

-37.2 

24 

25 

Weyerhaeuser 

3,470 

-30.8 

25 

27 

Gulf  Oil 

3,431 

-25.4 

26 

22 

Phillips  Petroleum 

3,291 

-36.5 

27 

13 

Coca-Cola 

3,172 

-58.1 

28 

28 

Shell  Oil 

3,158 

-30.9 

29 

31 

Ford  Motor 

3,110 

-22.3 

30 

30 

Burroughs 

2.964 

-27.0 

31 

41 

Getty  Oil 

2,948 

-1.3    j 

32 

34 

Schering-Plough 

2,830 

-256 

■ 
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As  your  threat  of  lawsuits  increases,  so  does 
your  need  for  insurance  protection. 


A  steady  stream  of  new  legislation 
makes  business  executives  extremely 
vulnerable  to  legal  action. 

Personal  liability  for  business 
decisions  made  by  company  officers 

"i 


and  directors  is  expanding. 

The  definition  of  a  fiduciary  has  been 
vastly  broadened. 

Despite  your  best  efforts,  you  may 
find  yourself  brought  to  court.  The 
outcome  could  be  costly. 

What  can  you  do?  For  one,  talk  to  us. 
At  Marsh  5  McLennan,  we're 
prepared  to  help  you  with  a  program 
of  insurance  for  legal  hazards— before 
anything  happens. 


When  it  comes 
to  insurance, 
come  to 
the  leader. 


j  Lri  j  tin 


The  Knowledge  Broker 
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Market 

% 

Market 

% 

Market 

%   1 

value  of 

Change 

Value  of 

Change 

Value  of 

Changi 

Rank 

Common 

Over 

Rank 

Common 

Over 

Rank 

Common 

Over., 
1973] 

1974 

1973             Company      ($000,000) 

1973 

1974  1973 

Company      ($000,000) 

1973 

1974 

1973 

Company      ($000,000) 

33 

33 

Caterpillar  Tractor 

2,775 

-27.6 

85 

85 

Marathon  Oil 

1,037 

-29.5 

137 

190 

Abbott  Laboratories 

691 

lJ 

34 

39 

Philip  Morris 

2,749 

-13.5 

86 

96 

Baxter  Laboratories 

1,025 

-27.4 

138 

114 

Superior  Oil 

691 

-41.9 

35 

32 

S  S  Kresge 

2,660 

-32.1 

87 

90 

Hercules 

1,004 

-30.3 

139 

144 

Capital  Holding  Corp 

690 

-20.8 

36 

35 

Halliburton 

2,635 

-28.9 

88 

73 

Alcoa 

997 

-37.8 

140 

173 

SmithKline  Corp 

681 

-8.2 

37 

59 

Union  Carbide 

2,525 

21.5 

89 

95 

American  Intl  Group 

995 

-30.4 

141 

102 

First  Chicago  Corp 

680 

-50.7 

38 

40 

Pfizer 

2,306 

-23.0 

90 

136 

American  Cyanamid 

991 

7.1 

142 

117 

Chicago  Bridge  &  Irn 

658 

-42.2 

39 

44 

Continental  Oil 

2,259 

-18.0 

91 

126 

Kraftco 

967 

-8.2 

143 

186 

W  R  Grace 

658 

-7.4, 

40 

67 

R  J  Reynolds  Inds 

2,223 

29.5 

92 

107 

General  Mills 

966 

-25.3 

144 

204  American  Natural  Gas 

654 

2.9 

41 

37 

BankAmerica  Corp 

2,199 

-31.6 

93 

70 

PepsiCo 

964 

-41.4 

145 

330 

Pittston 

646 

58.1 

42 

58 

Standard  Oil  Ohio 

2,174 

-21.9 

94 

99 

Motorola 

962 

-30.2 

146 

98 

Watt  Disney 

636 

-53.S 

43 

42 

General  Tel  &  Elec 

2,134 

-28.1 

95 

77 

Sperry  Rand 

944 

-38.0 

147 

264 

Air  Prods  &  Chems 

634 

ll.l 

44 

29 

J  C  Penney 

2,128 

-49.3 

96 

119 

General  Reinsurance 

942 

-15.2 

148 

162 

Revlon 

632 

-18.; 

45 

61 

United  States  Steel 

2,058 

1.0 

97 

97 

Amer  Hospital  Supply 

931 

-32.6 

149 

199 

Williams  Companies 

630 

-3.1 

46 

43 

Warner-Lambert 

2,040 

-30.0 

98 

120 

Goodyear 

918 

-15.6 

150 

153 

Norfolk  &  Western  Ry 

627 

-23.; 

47 

45 

J  P  Morgan  &  Co 

1,894 

-25.0 

99 

129 

Campbell  Soup 

917 

-8.3 

151 

175 

J  Ray  McDermott 

627 

-15.2 

48 

38 

American  Express 

1,848 

-42.3 

100 

94 

Intl  Flavors  &  Frag 

905 

-36.7 

152 

154 

CIT  Financial 

626 

-23.: 

49 

53 

Kerr-McGee 

1,789 

-20.5 

101 

131 

Safeway  Stores 

892 

-6.6 

153 

325 

Intl  Minerals  &  Chem 

625 

49.: 

50 

76 

Tenneco 

1,721 

11.5 

102 

115 

General  Foods 

890 

-24.7 

154 

178 

Southern  Railway 

619 

-15.1 

51 

36 

Avon  Products 

1,667 

-54.9 

103 

92 

AMP 

884 

-38.5 

155 

241 

National  Steel 

616 

10. 

52 

68 

Colgate-Palmolive 

1,658 

-1.6 

104 

104 

Black  &  Decker 

873 

-34.8 

156 

48 

Polaroid 

612 

-73J 

53 

54 

Hewlett-Packard 

1,642 

-24.4 

105 

16S 

Fedl  Natl  Mortgage 

869 

12.2 

157 

113 

Digital  Equipment 

607 

-49.! 

54 

57 

Union  Pacific 

1,581 

-24.6 

106 

182 

CBS 

867 

20.5 

158 

208 

Borden 

607 

-3.; 

55 

49 

International  Paper 

1,578 

-31.1 

107 

52 

Westinghouse  Elec 

867 

-61.5 

159 

142 

Pub  Svc  Elec  &  Gas 

604 

-31. 

56 

88 

Bristol-Myers 

1,565 

7.9 

108 

65 

Chase  Manhattan 

866 

-52.1 

160 

130 

Phelps  Dodge 

602 

-37.1 

57 

47 

Texas  Instruments 

1,549 

-36.6 

109 

63 

Louisiana  Land 

865 

-53.4 

161 

239 

Armstrong  Cork 

598 

5.  " 

58 

55 

Upjohn 

1,498 

-29.1 

110 

128 

Continental  Corp 

865 

-15.9 

162 

180 

Rockwell  Intl 

598 

-17.1 

59 

56 

Sun  Oil 

1,489 

-29.2 

HI 

82 

Connecticut  General 

862 

-41.8 

163 

202 

Pennzoil 

594 

N! 

60 

60 

Georgia-Pacific 

1,433 

-30.6 

112 

106 

Southern  Company 

852 

-34.5 

164 

133 

Rohm  &  Haas 

591 

-37..1 

61 

79 

Pacific  G  &  E 

1,431 

-4.0 

113 

84 

Travelers 

848 

-42.6 

165 

231 

Marlennan 

591 

2. 

62 

72 

Sterling  Drug 

1,409 

-12.7 

114 

158 

So  Calif  Edison 

831 

3.3 

166 

135 

St  Paul  Companies 

587 

-36. 

63 

46 

Intl  Tel  &  Tel 

1,392 

-44.2 

115 

100 

RCA 

801 

-41.8 

167 

141 

Union  Camp 

587 

-34.'} 

64 

64 

Monsanto 

1,384 

-24.0 

116 

167 

Lubrizol 

797 

5.3 

168 

143 

Crown  Zellerbach 

586 

-325 

65 

86 

Ralston  Purina 

1,322 

-10.1 

117 

134 

Texasgulf 

790 

-15.9 

169 

138 

Chesebrough-Pond's 

585 

-35.-1 

66 

50 

Emerson  Electric 

1,288 

-43.2 

118 

101 

Allied  Chemical 

788 

-41.9 

170 

159 

Delta  Air  Lines 

582 

-26.1 

67 

66 

Squibb 

1,283 

-28.6 

119 

203 

CPC  International 

782 

23.1 

171 

261 

Inland  Steel 

581 

ii.;. 

68 

108 

Texas  Utilities 

1,283 

1.2 

120 

151 

American  Brands 

774 

-6.4 

172 

132 

Phila  Electric 

580 

-38.f 

69 

80 

Deere 

1,265 

-15.2 

121 

125 

Mfrs  Hanover  Corp 

765 

-27.5 

173 

256 

Northern  Natural  Gas 

580 

9. 

70 

62 

Aetna  Life  &  Cas 

1,263 

-36.0 

122 

123 

Gillette 

763 

-28.7 

174 

184 

H  J  Heinz 

577 

-18.j 

71 

81 

Utah  International 

1,246 

-16.2 

123 

164 

Firestone 

762 

-1.6 

175 

170 

Kimberly-Clark 

572 

-24/ 

72 

91 

Union  Oil  California 

1,219 

-15.3 

124 

218 

Continental  Can 

762 

27.3 

176 

172 

Middle  South  Utils 

570 

-23r 

73 

87 

Kennecott  Copper 

1,195 

-18.4 

125 

192 

Standard  Brands 

740 

11.6 

177 

234 

United  Telecom 

570 

-0. 

74 

51 

McDonald's 

1,166 

-48.3 

126 

112 

AMAX 

733 

-39.8 

178 

284 

Peoples  Gas 

555 

15. 

75 

75 

Cities  Service 

1,163 

-26.5 

127 

155  Columbia  Gas  System 

718 

-12.0 

179 

195 

Liberty  Natl  Life 

553 

-15. 

76 

110 

Federated  Dept  Strs 

1,147 

-7.8 

128 

156 

INA 

710 

-12.3 

180 

198 

Dresser  Industries 

551 

-15. 

77 

89  Commonwealth  Edison 

1,135 

-21.3 

129 

296 

Occidental  Petroleum 

710 

56.2 

181 

183 

Intl  Harvester 

549 

-?3. 

78 

118 

Kellogg 

1,122 

-1.0 

130 

111 

Texas  Eastern 

708 

-43.0 

182 

139 

Whirlpool 

536 

40 

79 

78 

Ingersoll-Rand 

1,113 

-25.5 

131 

109 

G  D  Searle 

706 

-44.1 

183 

174 

Roadway  Express 

536 

-27. 

80 

74 

Beatrice  Foods 

1,101 

-30.5 

132 

145 

Santa  Fe  Industries 

704 

-18.6 

184 

105 

Corning  Glass  Works 

529 

60 

81 

93 

Bethlehem  Steel 

',086 

-24.3 

133 

146 

Jefferson-Pilot 

701 

-18.7 

185 

150 

Florida  Power  &  Lt 

528 

-37. 

82 

83 

Anbtfuser-Busch 

1,082 

-27.0 

134 

122 

Southern  Pacific 

696 

-35.1 

186 

163 

Winn-Dixie  Stores 

525 

32 

83 

69 

American  Elec  Power 

1,049 

-36.4 

135 

209 

Armco  Steel 

695 

11.1 

187 

307  Engelhard  Min&Chem 

525 

19 

84 

121 

Carnation 

1,045 

-3.8 

136 

161 

Central  &  South  West 

695 

-12.0 

188 

282 

Mapco 

523 

8. 

NC-Not  cor 

nparable. 
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Market 

% 

Market 

% 

Market 

% 

\ 

/alue  of 

Change 

Value  of 

Change 

Value  of 

Change 

nk                                  Common 

Over 

Rank 

Common 

Over 

Rank 

Common 

Over 

1973            Company     ($000,000) 

1973 

1974  1973 

Company     ($000,000) 

1973 

1974  1973 

Company     ($000,000) 

1973 

291             American  Can 

515 

10.5 

241 

446 

United  Technologies 

383 

37.4 

293 

380 

Texas  Oil  &  Gas 

325 

-3.9 

149  Dun  &  Bradstreet  Cos 

510 

-39.6 

242 

243 

Ashland  Oil 

382 

-31.5 

294 

262 

Pacific  Pwr  &  Lt 

325 

-37.6 

285            PPG  Industries 

509 

6.5 

243 

383 

Gulf  &  Western  Inds 

380 

13.2 

295 

335 

Oklahoma  Gas  &  Elec 

324 

-19.9 

191                Duke  Power 

508 

-24.0 

244 

292 

Raytheon 

379 

-18.3 

296 

260 

Northeast  Utilities 

324 

-37.9 

171     General  Public  Utils 

497 

-33.5 

245 

215 

Western  Bancorp 

379 

-37.4 

297 

340 

Diamond  Shamrock 

324 

-18.7 

212     Burlington  Northern 

497 

-18.7 

246 

206 

Owens-Coming  Fbrgls 

378 

-40.3 

298 

314 

Cleveland  Elec  Ilium 

323 

-25.0 

160           First  Intl  Bshs 

493 

-37.8 

247 

189 

Richard  son-Merrell 

377 

-45.2 

299 

187  Genl  Amer  Transportn 

321 

-54.7 

216   Houston  Ltg  &  Power 

492 

-18.1 

248 

295 

Public  Service  Ind 

377 

-18.0 

300 

329 

Central  Tel  &  Utils 

319 

-22.2 

147       First  Bank  System 

491 

-42.4 

249 

229 

Ohio  Edison 

376 

-35.2 

301 

■ 

Jim  Walter 

317 

69.5 

196                     Gannett 

490 

-25.3 

250 

210 

Continental  Tel 

375 

-39.3 

302 

310 

Walter  E  Heller  Intl 

316 

-27.7 

168        Lincoln  Natl  Corp 

490 

-35.2 

251 

236 

Transamerica 

373 

-34.8 

303 

207 

Clark  Equipment 

313 

-50.5 

265           Chessie  System 

489 

-4.6 

252 

299 

TRW 

372 

-18.2 

304 

334 

Boise  Cascade 

310 

-23.6 

157      Household  Finance 

479 

-40.6 

253 

360  Wisconsin  Elec  Power 

372 

0.7 

305 

411 

Martin  Marietta 

308 

0.8 

176    Va  Electric  &  Power 

477 

-35.4 

254 

254 

Genuine  Parts 

372 

-30.1 

306 

324 

Mesa  Petroleum 

307 

-27.0 

228                           NLT 

475 

-19.0 

255 

318 

Hughes  Tool 

370 

-13.9 

307 

338 

Illinois  Power 

303 

-24.0 

319             Owens-Illinois 

468 

9.3 

256 

251 

Safeco 

369 

-31.3 

308 

328 

Bucyrus-Erie 

303 

-26.5 

165        Newmont  Mining 

467 

-39.8 

257 

188 

Detroit  Edison 

366 

-47.7 

309 

443 

Yellow  Freight  System 

302 

8.1 

205       Becton,  Dickinson 

465 

-26.6 

258 

416 

Johns-Manville 

364 

20.4 

310 

272  Economics  Laboratory 

300 

-39.3 

140     Continental  Illinois 

462 

-48.5 

259 

248 

Masco 

364 

-33.3 

311 

404  Archer  Danls  Midland 

299 

-6.2 

116    Consolidated  Edison 

462 

-60.0 

260 

226 

Textron 

364 

-38.1 

312 

247 

McDonnell  Douglas 

299 

-45.5 

371    Houston  Natural  Gas 

458 

30.4 

261 

349 

Republic  Steel 

364 

-6.3 

313 

232 

Anaconda 

298 

-48.3 

193             Norton  Simon 

453 

-31.4 

262 

214 

ASARCO 

364 

-40.4 

314 

273 

First  Natl  Boston 

297 

-39.8 

223    DEKALB  AgResearch 

450 

-23.5 

263 

315 

Mellon  National  Corp 

360 

-16.5 

315 

267 

ARA  Services 

297 

-40.7 

275                Scott  Paper 

436 

-11.4 

264 

323 

Pa  Power  &  Light 

357 

-15.1 

316 

391 

American  Petrofina 

297 

-10.6 

71     Jos  Sen  lite  Brewing 

436 

-73.2 

265 

332 

R  R  Donnelley  &  Sons 

356 

-12.3 

317 

222 

Gardner-Denver 

294 

-50.6 

225                 Greyhound 

433 

-26.7 

266 

257 

National  Chemsearch 

356 

-32.9 

318 

298 

Champion  Intl 

293 

-36.1 

283  So  Natural  Resources 

430 

-10.5 

267 

347 

Celanese 

355 

-9.7 

319 

197 

Sedco 

293 

-55.2 

48                    Chrysler 

430 

-49.5 

268 

361 

Farmers  Group 

353 

-4.5 

320 

263 

Perkin-Elmer 

293 

-43.6 

127                     Heublein 

425 

-59.3 

269 

305 

Union  Electric 

352 

-21.4 

321 

308  Texas  Commerce  Bshs 

293 

-33.3 

>38                       Marcor 

424 

-25.2 

270 

219 

Nabisco 

351 

-41.4 

322 

304 

Security  Pacific 

289 

-35.4 

39       Stauffer  Chemical 

420 

5.3 

271 

177 

NCR 

351 

-52.4 

323 

367 

So  New  England  Tel 

289 

-19.6 

227       U  S  Fidelity  &  Gty 

419 

-28.7 

272 

408 

National  Distillers 

350 

12.6 

324 

364 

Deluxe  Check  Printrs 

288 

-20.7 

268      Panhandle  Eastern 

419 

-15.7 

273 

152 

Amerada  Hess 

350 

-57.6 

325 

355 

El  Paso  Company 

286 

-24.0 

79           St  Regis  Paper 

418 

-42.3 

274 

201 

Tampax 

350 

-45.6 

326 

■ 

Pioneer  Hi-Bred  Intl 

285 

47.7 

93    Seaboard  Coast  Line 

415 

-10.6 

275 

250  Niagara  Mohawk  Power 

348 

-35.3 

327 

352 

Comsat 

284 

-26.3 

03                   Honeywell 

410 

-69.5 

276 

270 

Allegheny  Power 

348 

-29.8 

328 

363 

No  Indiana  Pub  Svc 

284 

-21.9 

48        Freeport  Minerals 

410 

4.4 

277 

266 

Times  Mirror 

348 

-30.8 

329 

344 

Lucky  Stores 

284 

-28.4 

40          Burlington  Inds 

410 

-27.1 

278 

269 

A  H  Robins 

346 

-30.3 

330 

278 

Masonite 

283 

-42.3 

37     Chemical  New  York 

408 

-28.3 

279 

413 

St  Joe  Minerals 

342 

12.2 

331 

396 

Diamond  Intl 

282 

-14.1 

69     Govt  Employees  Ins 

408 

-45.9 

280 

249 

Consolidated  Foods 

342 

-36.9 

332 

320 

Jack  Eckerd 

281 

-33.7 

41       Homestake  Mining 

407 

2.4 

281 

211 

Square  D 

340 

-44.7 

333 

255 

Pullman 

281 

-47.2 

45  Baltimore  Gas  &  Elec 

405 

-26.5 

282 

281 

UAL 

339 

-30.0 

334 

■ 

Southland  Corp 

279 

21.5 

30         No  States  Power 

405 

-30.3 

283 

253 

FMC 

339 

-36.6 

335 

333 

Duquesne  Light 

278 

-31.5 

97      Consol  Natural  Gas 

402 

-12.4 

284 

224 

Nalco  Chemical 

339 

-42.9 

336 

454 

NL  Industries 

277 

3.5 

95                     Bandag 

401 

22.0 

285 

213 

Champion  Spark  Plug 

339 

-44.6 

337 

362 

Gulf  States  Utils 

275 

-25.2 

37    Colonial  Penn  Group 

399 

-56.8 

286 

460 

Boeing 

333 

26.5 

338 

294 

Signal  Companies 

272 

-40.8 

16      Merrill  Lynch  &  Co 

396 

-7.8 

287 

280 

Bankers  Trust  N  Y 

331 

-31.8 

339 

386 

Mallinckrodt 

272 

-18.5 

;5       Northwest  Bancorp 

396 

-44.3 

288 

309 

Eaton 

328 

-25.1 

340 

220 

Quaker  Oats 

272 

-54.4 

46         Franklin  Life  Ins 

394 

-28.3 

289 

415 

Esmark 

327 

8.1 

341 

327 

Cincinnati  G  &  E 

271 

-34.8 

46            Lone  Star  Gas 

392 

-0.5 

290 

321 

Trans  Union 

327 

-22.8 

342 

124  Combustion  Engineerg 

268 

-74.8 

17                       Chubb 

392 

-34.8 

291 

388 

May  Dept  Stores 

326 

-2.5 

343 

259 

F  W  Woolworth 

267 

-48.9 

12           Baker  Oil  Tools 

391 

-10.3 

292 

375 

Potomac  Bee  Power 

325 

-5.9 

344 

405 

Briggs  &  Stratton 

266 

-16.2 

1  500  litt  in  1973. 
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Market 

% 

Market 

% 

1 

Market 

Value  of 

Change 

Value  of 

Change 

Value  of    C 

Rank 

Common 

Over 

Rank 

Common 

Over 

Rank 

Common 

1974 

1973 

Company      ($000,000) 

1973 

1974 

1973 

Company      ($000,000) 

1973 

1974 
449 

1973 

356 

Company      ($1 
General  Signal 

100,000)    ] 

345 

368 

Dart  Industries 

266 

-25.9 

397 

351 

Carter  Hawley  Hale 

219 

-43.2 

181      - 

346 

235 

Fluor 

265 

-53.7 

398 

457 

Interco 

218 

-17.9 

450 

■ 

Arizona  Public  Serv 

180     - 

347 

345 

Southwestern  Life 

263 

-33.3 

399 

492 

Koppers 

218 

-9.0 

451 

392 

Medtronic 

179     - 

348 

289 

Emery  Air  Freight 

262 

-43.9 

400 

337 

Westvaco 

215 

-46.1 

452 

258 

First  Penna  Corp 

179     - 

349 

414 

Bendix 

261 

-14.0 

401 

384 

Avery  Products 

214 

-36.1 

453 

■ 

Petrolite 

178 

350 

279 

Beneficial  Corp 

261 

-46.6 

402 

242 

USLIFE 

214 

-61.6 

454 

■ 

Potlatch 

178 

351 

322 

Crown  Cork  &  Seal 

261 

-38.3 

403 

398 

New  England  Electric 

214 

-34.4 

455 

■ 

Southwestern  Pub  Svc 

178      - 

352 

306 

Wells  Fargo 

260 

-41.8 

404 

244 

Louisiana-Pacific 

212 

-61.7 

456 

486 

Combined  Insurance 

176     - 

353 

377 

Timken  Company 

260 

-24.7 

405 

■ 

Eastern  Gas  &  Fuel 

212 

-2.6 

457 

■ 

Natl  Detroit  Corp 

174     - 

354 

316 

Northwest  Airlines 

259 

-39.6 

406 

233 

Marriott 

212 

-63.2 

458 

400 

Florida  Power 

174     - 

355 

221 

Consumers  Power 

259 

-56.6 

407 

466 

Kroger 

209 

-17.3 

459 

■ 

Portland  Genl  Elec 

172 

356 

336 

Rorer-Amchem 

258 

-35.5 

408 

301 

Snap-On  Tools 

208 

-54.0 

460 

427 

Olin  Corp 

172 

357 

359 

First  Charter  Finl 

258 

-30.3 

409 

■ 

Vetco  Offshore  Inds 

207 

-5.5 

461 

■ 

Amfac 

171 

358 

451 

Cameron  Iron  Works 

258 

-5.2 

410 

311 

Provident  Life  &  Ace 

207 

-52.7 

462 

■ 

Idaho  Power 

171     - 

359 

■ 

Northwestern  Steel 

256 

39.3 

411 

181 

MGIC  Investment 

206 

-71.5 

463 

387 

Auto  Data  Processing 

170     - 

360 

381 

Maytag 

256 

-24.4 

412 

491 

Liggett  &  Myers 

206 

-13.8 

464 

464 

Mercantile  Stores 

170     - 

361 

461 

Big  Three  Industries 

255 

-1.9 

413 

468 

American  Natl  Finl 

206 

-14.7 

465 

252 

Control  Data 

170     - 

362 

277 

Carolina  Pwr  &  Lt 

255 

-48.1 

414 

448 

Cram  &  Forster 

205 

-26.1 

466 

478 

Ohio  Casualty 

169     - 

363 

353 

Long  Island  Lighting 

254 

-34.1 

415 

472 

Ark  Louisiana  Gas 

205 

-17.7 

467 

370 

Tektronix 

169     - 

364 

422 

General  American  Oil 

252 

-14.9 

416 

287 

Murphy  Oil 

204 

-56.8 

468 

467 

Brunswick 

169     - 

365 

■ 

Del  Monte 

249 

11.4 

417 

489 

Cleveland-Cliffs 

203 

-15.5 

469 

■ 

Dayton  Power  &  Light 

169     - 

366 

402 

Pacific  Lighting 

249 

-23.3 

418 

■ 

Texas  Gas  Transmn 

203 

-2.6 

470 

428 

Carrier 

167     - 

367 

394 

Reynolds  Metals 

248 

-24.8 

419 

■ 

Castle  &  Cooke 

202 

-9.2 

471 

469 

Sunbeam 

167     - 

368 

407 

Time  Inc 

248 

-21.1 

420 

■ 

Pillsbury 

202 

-12.2 

472 

494 

Fruehauf 

166     - 

369 

■ 

Beker  Industries 

247 

59.0 

421 

433 

Raychem 

202 

-30.0 

473 

■ 

Uniroyal 

166     - 

370 

390 

Borg-Warner 

247 

-25.9 

422 

■ 

General  Dynamics 

201 

-3.9 

474 

300 

Babcock  &  Wilcox 

163     - 

371 

373 

Quaker  State  Oil 

245 

-29.5 

423 

424 

Otis  Elevator 

200 

-31.8 

475 

■ 

Houston  Oil  &  Min 

163 

372 

419 

No  Illinois  Gas 

242 

-19.3 

424 

497 

Jewel  Companies 

199 

-14.8 

476 

366 

Republic  of  Texas 

163     - 

373 

354 

Kaiser  Alum  &  Chem 

242 

-36.5 

425 

376 

Thomas  &  Betts 

197 

-43.0 

477 

■ 

Willamette  Inds 

163 

374 

369 

Associated  Dry  Goods 

241 

-32.2 

426 

379 

Natl  Starch  &  Chem 

197 

-41.9 

478 

■ 

Wm  Wrigley  Jr 

162     - 

375 

393 

Lowe's  Companies 

241 

-27.1 

427 

438 

Illinois  Tool  Works 

196 

-30.9 

479 

■ 

Capital  Cities  Comm 

162     - 

376 

382 

Petrie  Stores 

241 

-28.5 

428 

456 

Loews 

194 

-26.8 

480 

■ 

Pacific  Lumber 

160 

377 

■ 

MCA 

240 

46.2 

429 

495 

B  F  Goodrich 

193 

-17.6 

481 

■ 

Nortrast  Corp 

160 

378 

313 

Cyprus  Mines 

240 

-44.6 

430 

274 

Zenith  Radio 

193 

-61.0 

482 

431 

Natomas 

158     - 

379 

473 

Southland  Royalty 

239 

-3.9 

431 

481 

Montana  Power 

192 

-21.6 

483 

■ 

San  Diego  Gas  &  Elec 

157     - 

380 

436 

Public  Service  Colo 

238 

-16.6 

432 

439 

Signode 

192 

-32.5 

484 

455 

Melville  Shoe 

157 

381 

271 

IU  International 

237 

.-52.1 

433 

■ 

Sherwin-Williams 

191 

6.8 

485 

482 

H  F  Ahmanson 

156     - 

382 

409 

Betz  Laboratories 

235 

-24.1 

434 

200 

Singer 

190 

-70.6 

486 

■ 

Mountain  Fuel  Supply 

155     - 

383 

450 

Dana 

233 

-14.4 

435 

374 

American  General  Ins 

190 

-45.1 

487 

343 

Holiday  Inns 

155     - 

384 

434  United  States  Gypsum 

232 

-19.4 

436 

■ 

CleveTrust  Corp 

189 

-13.3 

488 

■ 

Crocker  Natl  Corp 

155-     - 

385 

410 

Longs  Drug  Stores 

229 

-25.0 

437 

452 

Mead 

189 

-30.4 

489 

286 

Citizens  &  Southern 

155 

386 

350 

Amer  Broadcasting 

227 

-41.1 

438 

389 

Teledyne 

189 

-43.5 

490 

399 

Seven-Up 

154      • 

387 

442 

Joy  Manufacturing 

226 

-20.0 

439 

397 

ACF  Industries 

188 

-42.3 

491 

■ 

Alexander  &  Baldwin 

154 

388 

435 

Gt  Western  Financial 

226 

-20.9 

440 

■ 

Gt  Northern  Nekoosa 

187 

-18.8 

492 

■ 

Colt  Industries 

154 

389 

303 

W  W  Grainger 

225 

-49.8 

441 

■ 

Fort  Howard  Paper 

185 

-10.2 

493 

■ 

Standard  Brnds  Paint 

154 

390 

445 

Genl  Tire  &  Rubber 

224 

-19.7 

442 

406 

McGraw-Edison 

185 

-41.4 

494 

■ 

Charter  New  York 

154 

391 

463 

Knight-Ridder  News 

224 

-13.2 

443 

■ 

Skyline 

184 

48.5 

495 

430 

Central  Soya 

153 

392 

331 

Santa  Fe  Intl 

223 

-45.4 

444 

■ 

Great  Atl  &  Pac  Tea 

183 

-15.7 

496 

■ 

Crane 

153 

393 

■ 

Ethyl 

222 

-3.7 

445 

■ 

Prentice-Hall 

183 

-1.9 

497 

453 

Libbey  Owens-Ford 

153 

394 

302 

Hanna  Mining 

221 

-51.0 

446 

441  Marine  Midland  Banks 

183 

-35.7 

498 

■ 

Delmarva  Power  &  Lt 

153 

395 

■ 

Northrup,  King 

220 

3.0 

447 

488 

Utah  Power  &  Light 

182 

-24.1 

499 

■ 

Miss  River  Corp 

152 

396 

417 

Dow  Jones 

220 

-26.8 

448 

357 

AMF 

181 

-51.5 

500 

444 

Electronic  Data  Syst 

151 

■  No 

on  500  list  in  1973.         NC—  Not  comparable. 
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C&S  three  hour  lock  box  service. 

We  really  move  out 
to  keep  your  money  moving  in. 


GSlS  has  been  a  leader  in  cash  manage- 
ment for  over  20  years.  One  reason  is  that 
we  offer  a  mail  pick-up  service  every  three 
hours,  24  hours  a  day.  Another  is  our  own 
zip  code  for  lock  box  pick-ups.  Both  save 
you  profitable  hours  of  cash  flow.  What's 


more,  GSlS'  strategic  location  in  Atlanta 
can  save  you  an  average  of  10  hours  of  mail 
float  time  over  any  other  Southeastern 
point.  These  are  just  a  few  reasons  why 
we're  already  offering  tailored  service  to  500 
firms  for  an  annual  volume  of  $15  billion. 
You'll  find  us  where  you  won't  find  every 
other  bank* 

There  are  117  CckS  banks  in  12  Georgia 
markets,  52  Georgia  correspondent  asso- 
ciates and  488  banking  correspondents  in 
the  Southeast. 

So  when  you  deal  with  us  in  Georgia 
or  the  Southeast,  you  can  be  sure  we  re 
where  you  are  —  and  where  a  lot  of  other 
banks  aren't. 


Here  are  a  few  more  good  reasons  to 
bank  with  CckS: 

We've  invested  over  $800  million  in  the 
Southeast  to  help  keep  consumers 
consuming* 

We've  made  it  our  business  to  keep  retail 
business  moving  in  our  area.  Not  only  with 
a  full  range  of  consumer  loan  services— but 
also  with  our  1 1,000  merchant-member 
Charge  Card  Service.  Other  C<SlS  sales- 
building  services  include  factoring,  floor- 
plan  loans,  term  loans  to  businesses  and 
receivables  financing. 
We  offer  a  full  range  of  international 
services  for  Southeastern  operations. 

With  offices  in  Peru,  Colombia,  Nassau, 
Brazil,  Costa  Rica,  Singapore,  New  York, 
New  Orleans  and  Miami  we're  in  a  great 
position  to  help  you  with  foreign  sales 
and  purchases. 

After  helping  locate  750  new  plants,  we're 
on  familiar  ground  in  Georgia. 

We  offer  statewide  plant-location  ser- 
vice. All  you  have  to  do  is  call  on  our 
Industrial  Development  Department  for 
complete  information  on  site  facilities  from 
Alma  to  Zebulon. 
The  scope  and  services  of  a  major 
regional  bank. 

With  assets  of  over  $3  billion  and  a  staff 
of  5,500,  C<SlS  offers  the  skills  of  experi- 
enced specialists  and  individualized  service 
to  help  you  with  all  your  banking  needs. 

These  are  just  some  of  the  reasons  why 
82  of  the  top  100  corporations  in  the  United 
States  have  already  chosen  C&S —the  bank 
that's  been  serving  Georgians  since  1887.  If 
your  firm  is  not  now  banking  with  C<SlS,  let's 
talk.  The  Citizens  and  Southern  National 
Bank,  99  Annex,  Atlanta,  Georgia  30399. 


The  Citizens  and  Southern  Banks  in  Georgia 
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500 


It's  The  Banks- 
All  The  Way 


If  the  oils  dominate  the  revenues  list,  it  is  the 
banks  that  dominate  the  assets  list:  Seven  of  the 
top  ten  are  banking  institutions.  Each  of  the 
seven  controls  more  assets  than  does  General 
Motors.  The  banks  dwarf  even  the  utilities— a 
startling  affirmation  of  the  central  role  that  these 
money-gatherers  and  moneylenders  play  in  the 
economy. 

Of  the  banks,  BankAmerica  Corp.  is  still  the 
biggest,  but  Citicorp  has  been  closing  on  it;  in 
another  year  or  so,  the  big  New  York  outfit  may 
pass  the  San  Francisco  one.  Last  year  Citicorp 
showed  a  31%  gain  in  assets,  compared  with 
BankAmerica's  22%. 

Among  nonfinancials,  only  two  make  the  top 
ten:  American  Telephone,  which  is  No.  One, 
and  Exxon.  The  price  of  admission  to  the  Assets 
500  club  is  growing  fast.  A  year  ago,  the  small- 
est company  on  the  list  had  assets  of  $742  mil- 
lion; in  this  year's  Directory  the  minimum  was 
$823  million.  Given  a  few  more  years  of  in- 
flation, the  minimum  will  rise  to  $1  billion.  Any- 
thing less  than  a  billion-dollar  outfit  will  be 
small  business. 

One  problem  with  assets  is  that  they  are 
not  necessarily  worth  what  the  books  say  they 
are  worth.  In  some  cases,  they  may  be  worth  a 
good  deal  more,  especially  in  the  case  of  easily 
accessible  and  politically  secure  natural  resources. 
But  they  may  be  worth  a  good  deal  less,  espe- 
cially assets  that  are  good  only  for  a  single  pur- 
pose, as,  for  example,  a  retail  store  in  a  dying 
neighborhood  or  a  plant  that  makes  a  product 
no  longer  in  demand. 

Also  misleading,  of  course,  are  the  asset  figures 
for  banks.  The  overwhelming  portion  of  a  bank's 
assets  come  from  deposits  that  belong,  in  effect, 
not  to  the  bank  but  to  the  depositor.  Since 
such  assets  are  no  better  than  the  loans  they 
permit,  sheer  asset  size  is  no  measure  of  cor- 
porate health.  Witness  the  sad  fate  of  New 
York's  Franklin  National  Bank,  whose  stock- 
holders were  virtually  wiped  out  in  spite  of  the 
fact  that  the  bank  was  reported  to  control  -nun 
$4  billion  in  assets.   ■ 


%  Change 

Rank 

Assets 

Over 

1974 

1973 

Company        ($000,000) 

1973 

1 

1 

American  Tel  &  Tel 

74,047 

10.4 

2 

2 

BankAmerica  Corp  60,376 

22.2 

3 

3 

Citicorp  57,839 

31.4 

4 

4 

Chase  Manhattan 

42,532 

15.6 

5 

5 

Exxon 

31,332 

24.9 

6 

6 

Fedl  Natl  Mortgage 

29,671 

22.0 

7 

7 

J  P  Morgan  &  Co  25,963 

27.4 

8 

9 

Mfrs  Hanover  Corp 

25,754 

29.7 

9 

10 

Chemical  New  York 

22,175 

19.3 

10 

11 

Bankers  Trust  N  Y 

20,387 

10.1 

11 

8 

General  Motors 

20,381 

1.1 

12 

13 

Continental  Illinois 

19,798 

17.4 

13 

14 

First  Chicago  Corp 

19,139 

23.0 

14 

12 

Western  Bancorp 

18,727 

4.6 

15 

17 

Texaco 

17,176 

26.3 

16 

16 

Intl  Tel  &  Tel 

15,654 

14.6 

17 

18 

Security  Pacific 

15,487 

14.9 

18 

15 

Sears,  Roebuck 

15,216 

6.0 

19 

21 

Ford  Motor 

14,153 

9.4 

20 

25 

Mobil  Oil 

14,074 

31.7 

21 

22 

IBM 

14,027 

14.1 

22 

19 

Aetna  Life  &  Cas 

13,881 

5.9 

23 

23 

Wells  Fargo 

12,675 

7.7 

24 

20  Marine  Midland  Banks 

12,665 

-2.9 

25 

26 

Gulf  Oil 

12,503 

24.1 

26 

24 

General  Tel  &  Elec 

11,977 

11.4 

27 

31 

Standard  Oil  Calif 

11,634 

28.2 

28 

28 

Charter  New  York 

11,343 

16.5 

29 

27 

Crocker  Natl  Corp 

10,290 

5.3 

30 

29 

Mellon  National  Corp 

9,919 

3.3 

31 

30 

Travelers 

9,842 

5.9 

32 

32 

General  Electric 

9,369 

126 
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A  few  calming  words 
about  the  storm  over  pension  fund  investment. 


It  is  difficult  to  remem- 
ber a  time  when  there  has 
been  such  agitation  over  pen- 
sion funds.  Where  should 
the  money  be  invested?  In 
equities?  In  fixed-income  in- 
vestments? Partially  in  both? 
How  much  in  each? 

Much  of  this  confusion 
is  understandable  but  we  see 
no  real  reason  for  concern. 
Every  economic  climate  has 
its  own  opportunities.  It's  a 
question  of  being  able  to 
seize  them. 

And  the  requirement  here  is 
financial  flexibility. 

In  its  pension  fund 


investment,  Metropolitan  is, 
above  all,  flexible. 

We  have  been  able,  in 
uncertain  economic  times 
like  these,  to  use  our  fixed- 
income  investment  skills  to 
make  secure  investments 
which,  while  extremely 
stable,  still  offer  a  fine  yield. 

When  our  economic 
indicators  tell  us  we  will  be 
heading  for  an  improving 
economy,  we  will  be  in  a 
position  to  evaluate  those 
equities  which  we  believe 
will  offer  greater  opportun- 
ity in  a  rising  market. 

So,  regardless  of  condi- 


tions, we  are  able  to  judi- 
ciously invest  pension  funds. 
More  than  that,  we  can  insure 
your  fund  so  that  payment  to 
your  employees  is  guaranteed 
at  time  of  retirement. 

For  these  reasons,  a 
great  number  of  companies 
large  and  small  have  decided 
to  place  their  pension  funds 
with  Metropolitan  and  are 
now  avoiding  the  storm. 

We  suggest  that  you 
consider  placing  yours  with 
Metropolitan,  too. 

©  Metropolitan  Life 

Where  the  future  is  now 
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% Change 

% Change 

%Chj 

Rank 

Assets 

Over 

Rank 

Assets 

Over 

Rank 

Assets        Ov 

1974  1973 

Company        ($000,000) 

1973 

1974 

1973 

Company        ($000,000) 

1973 

1974 

1973 

Company        ($000,000)    19 

33      35 

Standard  Oil  Ind 

8,915 

27.0 

85 

89 

CleveTrust 

3,859 

11.4 

137 

158 

Mercantile  Bancorp 

2,812       2< 

34      33 

First  Natl  Boston 

8,714 

8.9 

86 

90 

Nortrust  Corp 

3,789 

10.4 

138 

149 

Texas  Utilities 

2,769       i; 

35      34 

Connecticut  General 

8,350 

5.4 

87 

83 

Avco 

3,764 

<2.4 

139 

140 

J  C  Penney 

2,745       U 

36      36 

United  States  Steel 

7,717 

11.5 

88 

82 

City  Investing 

3,760 

2.1 

140 

160 

International  Paper 

2,730       2/ 

37      38 

Natl  Detroit  Corp 

7,586 

13.0 

89 

115  Texas  Commerce  Bshs 

3,684 

30.2 

141 

146 

National  City  Corp 

2,690       1- 

38      39 

American   Express 

7,574 

14.7 

90 

97 

Phila  Electric 

3,668 

15.5 

142 

132 

Lincoln  First  Banks 

2,689         ! 

39      37 

CIT  Financial 

7,253 

7.9 

91 

88 

Household  Finance 

3,645 

3.3 

143 

147 

Gulf  &  Western  Inds 

2,683       li 

40      41 

First  Bank  System 

7,214 

10.7 

92 

95 

RCA 

3,642 

10.6 

144 

131 

Honeywell 

2,679 

41      40 

Northwest  Bancorp 

7,056 

8.3 

93 

92 

Southern  Pacific 

3,614 

5.8 

145 

168 

Philip  Morris 

2,653       2! 

42      42 

First  Penna  Corp 

6,883 

11.2 

94 

87 

American  General  Ins 

3,592 

0.8 

146 

129 

Chessie  System 

2,649 

43      43 

Chrysler 

6,733 

10.3 

95 

94 

Girard 

3,541 

5.6 

147 

138 

NLT 

2,643 

44      48 

Southern  Company 

6,575 

22.2 

96 

105 

Va  Electric  &  Power 

3,530 

18.1 

148 

137 

Santa  Fe  Industries 

2,640 

45      46 

Tenneco 

6,402 

18.0 

97 

91 

First  Wisconsin  Corp 

3,503 

2.1 

149 

141 

UAL 

2,629 

46      44 

Consolidated  Edison 

6,285 

5.3 

98 

111 

Union  Oil  California 

3,459 

20.3 

150 

144 

Rainier  Bancorp 

2,624 

47      52 

Atlantic  Richfield 

6,152 

20.4 

99 

75 

Wachovia  Corp 

3,451 

-11.9 

151 

182 

Standard  Oil  Ohio 

2,621       31 

48      47 

Shell  Oil 

6,129 

13.9 

100 

102 

Detroit  Edison 

3,451 

12.7 

152 

139 

Seaboard  Coast  Line 

2,594 

49      45 

Pacific  6  &  E 

6,019 

10.0 

101 

104 

General  Public  Utils 

3,425 

12.9 

153 

159 

Niagara  Mohawk  Pwr 

2,576       1 

50      57 

E 1  du  Pont 

5,969 

23.8 

102 

108 

Duke  Power 

3,412 

16.7 

154 

153  United  Va  Bankshares 

2,558       lJ 

51       53 

American  Elec  Power 

5,923 

16.8 

103 

118 

Intl  Harvester 

3,327 

18.3 

155 

156 

Northeast  Utilities 

2,551       1 

52      54 

First  Intl  Bancshares 

5,792 

14.6 

104 

112 

Occidental  Petroleum 

3,325 

15.8 

156 

155 

Armco  Steel 

2,542       1 

53      51 

H  F  Ahmanson 

5,679 

10.1 

105 

114 

Consumers  Power 

3,227 

13.5 

157 

142  Norfolk  &  Western  Ry 

2,502 

54      50 

Control  Data 

5,405 

1.7 

106 

117 

Alcoa 

3,198 

13.4 

158 

176 

W  R  Grace 

2,476       2 

55      59  Commonwealth  Edison 

5,156 

10.9 

107 

100 

Burlington  Northern 

3,188 

3.4 

159 

170 

First  Natl  Atlanta 

2,470       2 

56      77 

Dow  Chemical 

5,114 

31.3 

108 

113 

Marcor 

3,166 

11.2 

160 

183 

United  Telecom 

2,461       2 

57      58 

Gt  Western  Financial 

5,031 

5.6 

109 

96 

Beneficial  Corp 

3,157 

-1.1 

161 

169 

First  Union  St  Louis 

2,442       1 

58      67 

Union  Carbide 

4,883 

17.3 

no 

128 

R  J  Reynolds  Inds 

3,126 

19.7 

162 

151 

Texas  Eastern 

2,438 

59      49 

CNA  Financial 

4,826 

-9.2 

111 

123 

Middle  South  Utils 

3,124 

15.2 

163 

164 

American  Brands 

2,435       1 

60      60 

Transamerica 

4,728 

2.1 

112 

134 

Weyerhaeuser 

3,122 

24.3 

164 

154 

Equimark 

2,390 

61      63 

Eastman  Kodak 

4,695 

9.4 

113 

107 

Walter  E  Heller  Intl 

3,103 

5.5 

165 

167  American  Natural  Gas 

2,341       1 

62      81 

Continental  Oil 

4,673 

26.5 

114 

124 

Procter  &  Gamble 

3,071 

14.3 

166 

150 

American  Financial 

2,325 

63      73 

Seafirst 

4,625 

16.5 

115 

103 

BanCal  Tri-State 

3,047 

-0.3 

167 

165 

Reynolds  Metals 

2,324 

64      66 

First  Charter  Finl 

4,529 

8.3 

116 

110 

Michigan  National 

3,045 

5.6 

168 

145 

Shawmut  Corp 

2,301      - 

65      74 

Bethlehem  Steel 

4,513 

15.1 

117 

175 

Rockwell  Intl 

3,043 

51.1 

169 

171 

First  Natl  State  N  J 

2,293       3) 

66      72 

So  Calif  Edison 

4,404 

10.4 

118 

136 

Southeast  Banking 

3,042 

21.8 

170 

172 

National  Steel 

2,288       ) 

67      65 

Republic  of  Texas 

4,382 

4.0 

119 

106 

Valley  Natl  Bk  Ariz 

3,033 

2.5 

171 

173 

Barnett  Banks  Fla 

2,286       i 

68      70 

Philadelphia  Natl 

4,343 

7.8 

120 

101 

BancOhio  Corp 

3,029 

-1.7 

172 

185 

Amerada  Hess 

2,255       i 

69      76 

Pub  Svc  Elec  &  Gas 

4,331 

11.2 

121 

116 

Union  Pacific 

3,028 

7.1 

173 

326 

Teledyne 

2,250       1 

70      62 

Westinghouse  Elec 

4,302 

-2.4 

122 

127 

Fidelcor 

3,016 

14.7 

174 

162 

Amer  Fletcher 

2,239 

71      69 

Lincoln  Natl  Corp 

4,299 

4.8 

123 

99 

Citizens  &  Southern 

3,011 

-2.6 

175 

177 

Georgia-Pacific 

2,231  . 

72      64 

Penn  Central 

4,271 

0.2 

124 

148 

Getty  Oil 

3,004 

27.5 

176 

135 

McDonnell  Douglas 

2,226    - 

73      78 

Goodyear 

4,242 

9.6 

125 

125 

Firestone 

2,998 

12.3 

177 

166 

Litton  Industries 

2,214 

74      71 

Bank  of  New  York 

4,191 

5.0 

126 

120 

Pittsburgh  National 

2,994 

9.1 

178 

179 

Kennecott  Copper 

2,207 

75      80 

Merrill  Lynch  &  Co 

4,125 

9.6 

127 

119 

Imperial  Corp  of  Am 

2,992 

8.0 

179 

224 

III  Central  Inds 

2,199 

76      79 

Harris  Bankcorp 

4,102 

8.5 

128 

143 

Florida  Power  &  Lt 

2,992 

24.7 

180 

216 

Carolina  Pwr  &  Lt 

2,185 

77      98 

Xerox 

4,090 

31.8 

129 

109 

Detroitbank  Corp 

2,984 

2.6 

181 

174 

Centran  Corp 

2,158 

78      56 

Union  Bancorp 

4,084 

-15.8 

130 

157 

Caterpillar  Tractor 

2,934 

31.4 

182 

200 

Sperry  Rand 

2,155 

79      61 

Continental  Corp 

4,079 

-8.8 

131 

133 

Monsanto 

2,934 

15.3 

183 

161 

Indiana  National 

2,154 

80      86 

First  City  Bancorp 

4,067 

13.6 

132 

122 

U  S  Bancorp 

2,903 

6.5 

184 

188 

El  Paso  Company 

2,122 

81      93 

Sun  Oil 

4,063 

20.2 

133 

126 

Cities  Service 

2,898 

9.0 

185 

195  Baltimore  Gas  &  Elec 

2,117 

82      85 

Phillips  Petroleum 

4,028 

11.7 

134 

152 

Minn  Mining  &  Mfg 

2,841 

24.6 

186 

202 

NCR 

2,110 

83      68 

NCNB 

3,897 

-5.3 

135 

130 

Columbia  Gas  System 

2,838 

9.3 

187 

215 

Maryland  National 

2,100 

84      84 

INA 

3,859 

6.7 

136 

121 

Mfrs  National  Corp 

2,825 

3.1 

188 

184 

Industrial  National 

2,092 

178 
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yyhatweiw**- 

A"J*g"wi*out 


This  country  may  be  held  together 
by  love,  patriotism,  religion,  Wall 
Street,  mothers  or  even  doctors, 
but  we're  doing  it  our  way— 
with  cement. 

What  we  make,  America 
absolutely  cannot  do  without. 

Cement  is  the  lifeblood  of 
American  industry  and  a  key 
ingredient  in  our  nation's  growth. 
Without  it,  our  transportation  and 
building  industries  would  come 
to  a  screeching  halt. 

Amcord  makes  cement— over  4 
million  tons  of  it  each  year— to 
help  meet  America's  growing 
needs.  We  manufacture  cement 
in  five  of  the  nation's  most 
modern  and  efficient  cement 
plants,  serving  major  markets  in 
the  East,  Midwest,  Southwest  and 


AMCORD 


Western  United  States.  We  even 
make  highly  specialized  "white" 
cement,  and  are  the  only  com- 
pany to  do  so  west  of  Texas. 

But  cement  isn't  the  only  thing 
Amcord  makes  that  America 
needs.  We're  also  one  of  the 
country's  most  respected  man- 
ufacturers of  pre-engineered 
metal  building  systems,  through 
our  Pascoe  Steel  Corporation 
subsidiary.  Pascoe  buildings  look 
like  any  other  building  -  except 
they're  less  expensive  to  construct 
and  take  less  time  to  build  than 
conventional  structures.  Pascoe 
Steel  even  makes  such  special- 
ized structures  as  airport 
control  towers  and  agricultural 
facilities. 

Amcord  is  also  engaged  in  the 
leisure  products  field  through 


Amcord,  Inc. 

Hercules  Cement  Company 
Peerless  Cement  Company 
Phoenix  Cement  Company 
Riverside  Cement  Company 
Muskin  Corporation 
Pascoe  Steel  Corporation 
Little  Lake  Industries 
Snowmass-at-Aspen 


Muskin  Corporation  and  Little 
Lake  Industries.  Muskin 
manufactures  the  nation's  most 
complete  line  of  above-ground 
swimming  pools  and  pool 
accessories.  Little  Lake  is  one 
of  the  country's  leading 
manufacturers  of  casual  leisure 
furniture.  The  products 
manufactured  by  Muskin  and 
Little  Lake  are  marketed  directly 
to  the  consumer  through  the 
major  mass  merchandisers  in 
ready-to-assemble  form. 

As  we  said,  Amcord  makes  things 
America  can't  do  without.  And 
our  cement  helps  to  hold  us 
all  together. 


W.  T.  Pascoe,  III 
Chairman  of  the  Board 


William  T.  Pascoe,  III,  Chairman  F 

Amcord,  Inc. 

610  Newport  Center  Drive 

Newport  Beach,  California  92663 

LJ  Yes.l  want  to  hear  more  about  your 
company  and  the  industries  it  serves.  My 

card  is  attached. 

I I  Add  my  name  to  your  general  mailing  list. 


Listed:  NYSE,  PSE.  Symbol:  AAC. 


(One  of  a  series  of  advertisements  directed  at  familiarizing  the  American  business  and  financial  community  with  one  of  the  country's  most  dynamic 
manufacturing  and  marketing  corporations). 
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SiSMS 


The  Xerox  Portable  Copier 


The  Xerox  Large  Document  Copier 


How  to  get  all  four 
for  the  price  of  one. 

Xerox  has  come  up  with  a  fabulous  deal  for  you. 

Now  you  can  get  a  Xerox  portable  copier  that  can 
be  rolled  to  wherever  the  work  is. 

And  a  Xerox  large  document  copier  that  can 
handle  sheets  up  to  14  x  18.  (Like  accounting  sheets  and 
computer  printout.) 

And  a  Xerox  stream  feeding  copier  that  can  put 
originals  through  at  a  faster  than  normal  rate.  (There's 
no  need  to  push  a  button  each  time,  no  need  to  position 
the  original  each  time,  or  even  to  raise  and  lower  the 
cover  each  time.) 

And  a  Xerox  bound  volume  copier  that  can  copy 
from  ledgers  and  reports  while  they're  still  intact. 

All  available  for  the  price  of  just  one  Xerox  3100 
Large  Document  Copier. 

Because  they  all  happen  to  be  the  Xerox  3100 
Large  Document  Copier. 

If  any  one  of  these  features  is  of  particular  interest 
to  you,  Xerox  is  prepared  to  make  you  still  another 
special  offer.  When  you  get  a  3100  LDC,  pay  for  just  that 
one  feature,  and  receive  the  other  three  free. 

XEROX 


XEROX®  and  3100  are  trademarks  of  XEROX  CORPORATION. 
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% Change 

% Change 

%Chan 

Rank 

Assets 

Over 

Rank 

Assets 

Over 

Rank 

Assets 

Ove 

1974 

1973 

Company        ($000,000) 

1973 

1974 

1973 

Company        ($000,000) 

1973 

1974 

1973 

Company        ($000,000) 

197, 

189 

180 

F  W  Woolworth 

2,078 

5.2 

241 

246  Sun  Banks  of  Florida 

1,760 

9.6 

293 

320 

Crown  Zellerbach 

1.527 

23. 

190 

163 

First  Union  Corp  N  C 

2,070 

-4.5 

242 

253 

Inland  Steel 

1,760 

12.9 

294 

310 

First  Amtenn  Corp 

1,525 

17. 

191 

210 

Kaiser  Alum  &  Chem 

2,057 

13.4 

243 

243 

Allegheny  Power 

1,758 

8(4 

295 

311 

Panhandle  Eastern 

1,518 

17. 

192 

229 

Burroughs 

2,046 

20.6 

244 

242 

Trust  Co  Georgia 

1,757 

8.1 

296 

295 

Miss  River  Corp 

1,517 

10. 

193 

196 

Republic  Steel 

2,042 

9.6 

245 

234 

Boeing 

1,746 

3.8 

297 

280 

First  Commercial  Bnk 

1,513 

6. 

194 

208 

No  States  Power 

2,032 

11.9 

246 

241 

Flagship  Banks 

1,732 

6.0 

298 

300 

United  Financial  Cal 

1,503 

10. 

195 

204 

LTV 

2,031 

11.0 

247 

290 

Alabama  Bancorp 

1,719 

23.6 

299 

284 

Western  Union 

1,502 

7. 

196 

214 

Union  Electric 

2,030 

13.7 

248 

190 

Investors  Div  Svcs 

1,718 

-10.4 

300 

275 

Chubb 

1,499 

4. 

197 

201 

Southern  Railway 

2,024 

10.0 

249 

272 

Ashland  Oil 

1,716 

19.4 

301 

313 

Phelps  Dodge 

1,493 

17. 

198 

218 

Deere 

2,022 

14.9 

250 

261 

Franklin  Life  Ins 

1,712 

6.9 

302 

302 

Safeway  Stores 

1,490 

11. 

199 

194 

Hartford  Natl 

2,020 

7.7 

251 

289 

Kraftco 

1,710 

23.0 

303 

288 

Huntington  Bshs 

1,483 

6. 

200 

1S2 

Singer 

2,016 

6.3 

252 

247 

Northern  Natural  Gas 

1,705 

6.8 

304 

305 

First  Banc  Group 

1,474 

10. 

201 

187 

Trans  World  Airlines 

2,008 

4.6 

253 

283 

Potomac  Elec  Power 

1,701 

21.2 

305 

323 

Genl  Tire  &  Rubber 

1,472 

19. 

202 

211 

Continental  Tel 

2,002 

10.8 

254 

270 

TRW 

1,698 

17.4 

306 

297 

Atlantic  Bancorp 

1,464 

6 

203 

237 

IU  International 

1,998 

20.0 

255 

273 

Coastal  States  Gas 

1,697 

18.3 

307 

301 

First  Natl  Bancorp 

1,458 

7 

204 

221 

Continental  Can 

1,991 

13.6 

256 

278 

Houston  Ltg  &  Power 

1,692 

18.7 

308 

307 

Textron 

1,458 

11 

205 

236 

Pa  Power  &  Light 

1,985 

19.1 

257 

191 

First  Empire  State 

1,690 

-11.4 

309 

309 

American  Intl  Group 

1,457 

11 

2CS 

207 

Peoples  Gas 

1,983 

8.7 

258 

262 

PPG  Industries 

1,686 

13.1 

310 

325 

Florida   Power 

1,456 

18 

207 

217 

Allied  Chemical 

1,968 

11.7 

259 

281 

Pfizer 

1,683 

19.6 

311 

266 

Crum  &  Forster 

1,441 

-1 

208 

203 

Jefferson-Pilot 

1,954 

6.7 

260 

186 

First  Tennessee  Natl 

1,678 

-12.7 

312 

260 

Reliance  Group 

1,440 

-3 

209 

228 

Champion   Intl 

1,935 

13.9 

261 

293 

FMC 

1,672 

21.1 

313 

316 

Duquesne  Light 

1,437 

14 

210 

231 

Anaconda 

1,931 

14.3 

262 

269 

Borden 

1,659 

14.6 

314 

299 

Southwestern  Life 

1,411 

3 

211 

206  Southwest  Bancshares 

1,911 

4.7 

263 

279 

Beatrice  Foods 

1,658 

16.8 

315 

274 

Eastern  Air  Lines 

1,411 

-1 

212 

238 

S  S  Kresge 

1,896 

14.7 

264 

322 

Fidelity  Union  Bncp 

1,657 

33.9 

316 

282 

United  Bank  Corp  NY 

1,409 

0 

213 

189 

Virginia  Natl  Bshs 

1,895 

-1.1 

265 

263 

Lykes-Youngstown 

1,656 

11.8 

317 

331 

Johnson  &  Johnson 

1,406 

18 

214 

193 

CBT  Corp  Hartford 

1,886 

0.5 

266 

250 

Uniroyal 

1,647 

4.2 

318 

338 

Third  National  Corp 

1,387 

19 

215 

205 

U  S  Fidelity  &  Gty 

1,874 

-8.4 

267 

264 

B  F  Goodrich 

1,647 

11.6 

319 

377  Engelhard  Min&Chem 

1,383 

32 

216 

223 

Celanese 

1,873 

7.2 

268 

249 

Burlington  Inds 

1,645 

4.0 

320 

344 

PepsiCo 

1,380 

20 

217 

213 

St  Paul  Companies 

1,868 

4.3 

269 

232 

American  Airlines 

1,641 

-2.8 

321 

394 

Ingersoll-Rand 

1,380 

36 

218 

222 

State  Street  Boston 

1,858 

6.0 

270 

294 

Long  Island  Lighting 

1,640 

18.9 

322 

304  New  England  Merchnts 

1,364 

2 

219 

219 

American  Natl  Finl 

1,857 

5.5 

271 

286 

Riggs  Natl  Bank 

1,637 

17.0 

323 

328 

Liberty  Natl  Life 

1,360 

12 

220 

225 

General  Foods 

1,855 

7.3 

272 

233  Pan  Am  World  Airways 

1,637 

-2.8 

324 

308 

Greyhound 

1,357 

3 

221 

198 

Lockheed  Aircraft 

1,855* 



273 

258 

Consol  Natural  Gas 

1,636 

8.8 

325 

341 

Colgate-Palmolive 

1,357 

17 

222 

240 

Owens-Illinois 

1,845 

12.3 

274 

256 

Capital  Holding  Corp 

1,634 

5.9 

326 

340 

Cleveland  Elec  Ilium 

1,354 

17 

223 

212 

United  Jersey  Banks 

1,845 

2.5 

275 

285 

Gibraltar  Financial 

1,620 

15.7 

327 

330 

CPC  International 

1,351 

12 

224 

220 

Baystate 

1,843 

4.9 

276 

292 

Warner-Lambert 

1,618 

16.5 

328 

350 

Ralston  Purina 

1,350 

19 

225 

267 

USLIFE 

1,837 

26.1 

277 

257 

Federated  Dept  Strs 

1,614 

6.6 

329 

383 

Hercules 

1,342 

29 

226 

259 

Ohio  Edison 

1,835 

22.4 

278 

271 

American  Cyanamid 

1,603 

11.2 

330 

345 

ASARCO 

1,329 

15 

227 

181 

Financial  General 

1,830 

-7.0 

279 

265 

Pacific  Lighting 

1,598 

8.8 

331 

375 

Schlumberger 

1,328 

25 

228 

235 

First  Scty  Salt  Lake 

1,825 

9.3 

280 

312 

Pacific  Pwr  &  Lt 

1,588 

24.1 

332 

348 

Eaton 

1,317 

15 

229 

315 

United  Technologies 

1,820 

43.8 

281 

277 

Bendix 

1,579 

10.7 

333 

347 

St  Regis  Paper 

1,307 

14 

230 

230 

First  &  Merchants 

1,813 

7.2 

282 

291  Commerce  Bancshares 

1,579 

13.6 

334 

337 

Gulf  States  Utils 

1,307 

12 

5^1 

252 

Marathon  Oil 

1,800 

14.5 

283 

245 

Bank  of  Virginia 

1,577 

-2.2 

335 

303 

Financial  Federation 

1,306 

-2 

232 

178 

Pennzoil 

1,798 

NC 

284 

248 

Boise  Cascade 

1,576 

-0.6 

336 

339 

No  States  Bancorp 

1,302 

12 
2 

233 

244  Union  Commerce  Corp 

1,797 

11.4 

285 

324 

Halliburton 

1,564 

27.1 

337 

317 

Richmond  Corp 

1,302 

234 

251 

Central  &  South  West 

1,789 

13.2 

286 

298 

New  England  Electric 

1,563 

13.8 

338 

346 

No  Indiana  Pub  Svc 

1,300 

1- 

235 

239 

Society  Corp 

1,788 

8.2 

287 

276 

First  Boston  Corp 

1.561 

9.1 

339 

370 

Dominion  Bankshares 

1,296 

21 

236 

255 

American  Can 

1,787 

15.7 

288 

268 

Florida  Natl  Banks 

1,539 

6.2 

340 

365 

Whitney  Holding  Corp 

1,287 
1,286 

3] 

237 

199 

Provident  Natl  Corp 

1,785 

-3.7 

289 

319 

Texas  American  Bshs 

1,537 

23.1 

341 

408 

Williams  Companies 

238 

197 

Rapid-American 

1.1 

290 

287 

Coca-Cola 

1,536 

10.2 

342 

335 

Borg-Wamer 

1.285 

i 

239 

227 

;  768 

3.3 

291 

296 

Signal  Companies 

1,533 

11.2 

343 

359 

Arlen  Realty  &  Dvpt 

1,284 

11 

240 

226 

Midlantic  Ban* 

2.9 

292 

254 

Transco  Companies 

1,532 

-1.7 

344 

314 

Loews 

1,274 

1 

•  At  12-31-73.         NC-Not  comparable.         P-F 

''eliminary. 
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When  you  get  to  the 
bottom  line, 

1974  was  Unarco  Industries' 
best  year  ever. 


Two  Years  In  Brief 

1974 

1973 

%  Increase 

Sales 

$175,933,938 

$134,747,187 

30.6 

Income  Before  Taxes 

21,093,485 

11,227,395 

87.9 

Net  Income 

10,543,485 

5,187,395 

103.3 

Income  Per  Share 

$3.33* 

$1.64* 

103.0 

Common  Stock  Dividend  — 

Annual  Rate  at  Year  End 

$  .40* 

$  .31* 

29.0 

*  Adjusted  for  25%  stock  dividend  paid  February  14, 1975. 

There  are  no  two  ways  about  it. 
1974  marked  a  turnaround  in  steel 
industry  profitability — a  return  to 
more  realistic  profit  margins. 
Hopefully,  higher  margins  will  be 
sustained  in  the  future  to  provide 
for  the  anticipated  surge  of  future 
growth  in  customer  demand  for 
steel  products. 

In  1970,  Unarco  Industries'  sales 
were  $75  million  with  $.91  per 
share  earnings.  We've  come  a 


long  way.  Now  nine  divisions 
strong,  with  95%  of  our  products 
made  from  steel,  customers  of 
Unarco  Industries  serve  our 
nation's  essential  product  needs. 

To  learn  more  about  us.  please 
write  for  our  latest  financial 
report:  Unarco  Industries,  Inc., 
332  South  Michigan  Avenue, 
Chicago,  Illinois  60604.  Phone: 
312  341  1234.  ("UNR"  on  the 
New  York  Stock  Exchange.) 
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A  Backbone  of  Steel 


Q  Unarco  Industries 


The  Forbes  Assets 


% Change 

% Change 

%( 

ank 

i 

Assets 

Over 

Rank 

Assets 

Over 

Rank                                    Assets 

1974  1973 

Company        ($000,000) 

1973 

1974  1973 

Company        ($000,000) 

1973 

1974 
449 

1973         Company        ($0C 
451     Idaho  First  Natl  Bk 

10,000) 

345 

■ 

Kaiser  Industries 

1,269 

NC 

397 

372 

Continental  Bank 

1,113 

4.7 

984 

346 

361 

Esmark 

1,266 

16.4 

398 

441 

Tiger  International 

1,113 

24.4 

450 

475         Liberty  Natl  Corp 

983 

347 

389 

Eli  Lilly 

1,265 

24.0 

399 

420 

Southern  Bancorp  Ala 

1,112 

17.4 

451 

473  Combustion  Engineerg 

982 

348 

380 

Tenn  Valley  Bancorp 

1,262 

21.1 

400 

390 

First  Kentucky  Natl 

1,109 

*  8.8 

452 

429            Allis-Chalmers 

982 

349 

364 

Jim  Walter 

1,259 

16.4 

401 

415 

Scott  Paper 

1,108 

15.9 

453 

488                   Texasgulf 

977 

350 

343 

Equitable  Bancorp 

1,249 

8.6 

402 

379 

Hawaii  Bancorp 

1,105 

6.0 

454 

457  N  Y  State  Elec  &  Gas 

976 

351 

342 

United  Banks  of  Colo 

1,246 

8.3 

403 

396  Studebaker-Worthngtn 

1,104 

11.0 

455 

489                   Carnation 

968 

352 

367 

Marshall  &  llsley 

1,246 

15.9 

404 

421 

Public  Service  Ind 

1,096 

15.8 

456 

438             Arizona  Bank 

966 

353 

407 

Merck 

1,243 

28.0 

405 

410 

Northwest  Industries 

1,089 

12.8 

457 

450    First  United  Bancorp 

965 

354 

352 

Amer  Home  Products 

1,242 

10.3 

406 

318 

W  T  Grant 

1,080 

-13.7 

458 

434              Holiday  Inns 

961 

355 

356 

Safeco 

1,241 

11.3 

407 

424 

Newmont  Mining 

1,077 

14.1 

459 

469      Texas  Instruments 

960 

356 

333 

Nationwide  Corp 

1,233 

4.0 

408 

409 

CBS 

1,075 

10.9 

460 

468            Lone  Star  Gas 

955 

357 

353 

Public  Service  Colo 

1,233 

9.7 

409 

411 

Squibb 

1,075 

11.5 

461 

332                   Olin  Corp 

953 

358 

371 

Kimberly-Clark 

1,229 

15.2 

410 

398 

Motorola 

1,073 

8.0 

462 

419     Indust  Valley  Bank 

951 

359 

358 

Boston  Edison 

1,228 

10.9 

411 

413 

American  B  &  T  Pa 

1,068 

11.5 

463 

478        Standard  Brands 

950 

360 

327 

Amer  Scty  &  Trust 

1,226 

0.4 

412 

422  United  Merch  &  Mfrs 

1,067 

12.8 

464 

437     Central  Bancshares 

942 

361 

329 

First  Commerce  Corp 

1,223 

1.3 

413 

442 

So  Natural  Resources 

1,066 

19.7 

465 

452  United  Missouri  Bshs 

939 

362 

355 

Central  Bancorp 

1,222 

9.1 

414 

423 

Mead 

1,061 

12.3 

466 

492          Anheuser-Busch 

931 

363 

376 

First  Financial  Corp 

1,218 

15.3 

415 

463 

Babcock  &  Wilcox 

1,056 

25.5 

467 

470    Greater  Jersey  Bncp 

927 

364 

378 

First  Natl  Charter 

1,217 

16.4 

416 

387 

Bank  of  Commonwlth 

1,054 

2.3 

468 

427       Heritage  Bancorp 

922 

365 

336 

First-Citizens  N  C 

1,209 

3.8 

417 

386 

U  S  Industries 

1,049 

1.5 

469 

■                     Raytheon 

918 

366 

351 

May  Dept  Stores 

1,206 

6.8 

418 

425 

General  Reinsurance 

1,049 

11.7 

470 

426         Warner  Commun 

915 
912 

367 

433 

Trans  Union 

1,205 

32.2 

419 

459 

Arizona  Public  Serv 

1,049 

22.9 

471 

449         National  Central 

368 

479 

Dresser  Industries 

1,205 

50.3 

420 

414 

First  Oklahoma  Bncp 

1,048 

9.5 

472 

446    Union  Natl  Bank  Pitt 

911 

369 

382  Genl  Amer  Transportn 

1,203 

15.5 

421 

443 

Nabisco 

1,047 

17.8 

473 

445         Gulf  Life  Holding 

909 

370 

354 

Norton  Simon 

1,199 

7.0 

422 

403 

South  Carolina  Natl 

1,045 

6.2 

474 

■        Utah  International 

909 

371 

373 

First  Natl  Cine  Corp 

1,199 

12.8 

423 

■ 

Murphy  Oil 

1,042 

48.0 

475 

490     So  Carolina  E  &  G 

902 

372 

428 

D  H  Baldwin 

1,198 

30.6 

424 

416 

Bristol-Myers 

1,041 

8.9 

476 

455      Suburban  Bancorp 

897 

373 

366 

Illinois  Power 

1,197 

11.2 

425 

400 

NL  Industries 

1,033 

4.6 

477 

■  Landmark  Banking  Fla 

894 

374 

435 

Delta  Air  Lines 

1,195 

31.7 

426 

384 

Allied  Stores 

1,033 

-0.3 

478 

487  San  Diego  Gas  &  Elec 

891 

375 

■ 

Federated  Capital 

1,193 

NC 

427 

349 

Banco  Popular  P  R 

1,031 

-9.4 

479 

462     Hospital  Trust  Corp 

884 

376 

374 

Cincinnati  G  &  E 

1,192 

12.3 

428 

418 

Kroger 

1,029 

8.3 

480 

430     So  Calif  First  Natl 

881 

377 

397 

General  Dynamics 

1,185 

19.2 

429 

401 

Old  Kent  Financial 

1,022 

3.5 

481 

■                        Ogden 

875 

378 

405 

First  Alabama  Bshs 

1,184 

21.8 

430 

448 

Fruehauf 

1.021 

17.1 

482 

499     First  Tulsa  Bancorp 

873 

379 

357 

Northwestern  Finl 

1,179 

5.9 

431 

393 

National  Distillers 

1,019 

1.0 

483 

■          Golden  West  Finl 

870 

380 

334 

American  Standard 

1,177 

0.4 

432 

391 

Great  Atl  &  Pac  Tea 

1,019 

-0.2 

484 

454        Security  N  Y  State 

869 

381 

453 

Kerr-McGee 

1,164 

34.4 

433 

432 

Mercantile  National 

1,016 

11.3 

485 

465  Wilmington  Trust  Del 

868 

38? 

321 

United  Brands 

1,161 

-6.2 

434 

447 

First  Texas  Finl 

1,016 

16.2 

486 

485     Texas  Gas  Transmn 

864 

383 

395 

Consolidated  Foods 

1,160 

15.1 

435 

406 

Merchants  National 

1,014 

4.4 

487 

■         American  Motors 

863 

384 

399 

Citizens  Fidelity 

1.150 

16.4 

436 

444 

First  Hawaiian  Inc 

1,008 

13.6 

488 

494    Union  Trust  Bancorp 

857 

385 

392 

Provident  Life  &  Ace 

1,147 

13.4 

437 

412 

Marine  Corp  Wise 

1,007 

4.8 

489 

466            Dayton-Hudson 

856 

386 

402 

Hamilton  Bancshares 

1,143 

16.0 

438 

477 

Diamond  Shamrock 

1,006 

25.4 

490 

■       North  Amer  Philips 

856 

387 

461 

Republic  New  York 

1,141 

34.2 

439 

388 

First  Virginia  Bshs 

1.006 

-1.5 

491 

476  Washington  Natl  Corp 

855 

388 

360  Wisconsin  Elec  Power 

1,136 

3.2 

440 

481 

Clark  Equipment 

1,006 

26.0 

492 

■                  McDonald's 

853 

389 

306 

Union  Planters  Corp 

1,124 

-15.2 

441 

472 

Rohm  &  Haas 

1,006 

23.2 

493 

■                Walter  Kidde 

853 

390 

362 

First  Maryland  Bncp 

1,122 

3.4 

442 

417 

Monumental  Corp 

1,004 

5.4 

494 

■        Portland  Genl  Elec 

851 

391 

381 

So  New  England  Tel 

1,122 

7.7 

443 

440 

Central  Tel  &  Utils 

1,004 

11.9 

495 

480        Deposit  Guaranty 

844 

392 

368 

Martin  Marietta 

1,121 

4.4 

444 

474 

Gillette 

998 

23.3 

496 

■                White  Motor 

840 

393 

363 

Northwest  Airlines 

1,121 

3.3 

445 

431 

No  Illinois  Gas 

997 

9.1 

497 

484      Chicago  Milwaukee 

835 

394 

436 

General  Mills 

l.il7 

23.3 

446 

458 

H  J  Heinz 

987 

14.6 

498 

471     Amer  Water  Works 

834 

395 

369 

Equitable  Life  Iowa 

1,114 

4.0 

447 

456 

Corning  Glass  Works 

987 

14.4 

499 

482      Fifth  Third  Bancorp 

834 

396 

385 

Dart  Industries 

1,114 

7.6 

448 

460 

Johns-Manville 

987 

16.0 

500 

■            Campbell  Soup 

824 

■  Not  on  500  list  in  1973.         NC— Not  comparable. 
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"When  you  review  your  employee's 

fringe  benefit  package,  it's 
important  to  get  expert  guidance." 


James  Lovell,  Astronaut, 


Both  as  an  astronaut  and  as  a  businessman,  Jim  Lovell 
quickly  discovered  that  no  matter  how  knowledgeable 
you  are  in  your  business,  you  just  can't  know  about 
everything. 

If  you're  smart,  you  get  the  advice  of  experts. 

Nowhere  is  this  more  important  than  in  the  field 
of  employee  benefit  plans. 

Today's  group  plans  offer  you  an  almost  endless 
variety  of  options.  Getting  the  maximum  benefits 
for  your  company  requires  the  skills  of  a  trained,  fully 
qualified  expert. 

An  expert  like  your  Mutual  Benefit  representative. 

One  thing  a  Mutual  Benefit  representative  won't 
do  is  offer  you  a  "canned"  plan.  He's  been  trained  to 
imaginatively  explore  all  avenues  to  make  your  dollars 
work  harder  for  you. 

He's  able  to  do  this  because  he  has  a  complete 
line  of  group  plans  to  offer  you:  Group  Term  Life; 
Accidental  Death  and  Dismemberment;  Dependent 


Life  Insurance;  Survivor  Income  Benefit;  Loss  of 
Time;  Long  Term  Disability;  Major  Medical; 
Hospital  Indemnity. 

Your  Mutual  Benefit  man  can  offer  you  these 
plans  to  give  you  a  most  attractive  package  of  "fringes" 
for  your  money. 

These  valuable  plans  have  competitive  features 
and  liberal  benefits.  And  they're  backed  by  a  fast, 
efficient,  regionalized  claims  service. 

For  the  group  plan  that  best  fits  your  needs, 
talk  to  your  Mutual  Benefit  representative.  Or  write: 
Vice  President-Group  Sales,  Mutual  Benefit  Life, 
Newark,  New  Jersey  07101. 


MUTUAL  BENEFIT 

Yoxi  take  care  of  today 
Wfe'I  1  take  care  of  tomorrow 


The 
Forbes 
Profits 
500 


It  was 

a  record  year 

for  profits, 

but  not 

for  profit  margins, 


If  a  company  could  make  only  one  of  the  four  Forbes 
500  lists,  profits  is  the  one  most  would  choose.  Profits, 
after  all,  are  what  make  possible  everything  else  that  a- 
business  does. 

Overall,  profits  of  the  Top  500  rose  12%  last  year,  to  a 
record  $59  billion.  The  gain  in  profits  was,  however, 
much  less  than  the  gain  in  sales,  24%.  Obviously,  much 
of  the  sales  gain  was  merely  inflation.  Last  year's  profit 
gain  was  also  lower  than  the  25%  increase  rung  up  in 
1973  and  1972's  17%  increase. 

The  profit  gains,  where  they  existed,  were  extremely 
uneven.  U.S.  Steel,  after  nearly  two  decades  in  the  dog- 
house, jumped  back  into  the  ranks  of  the  top  ten  profit- 
makers  with  a  95%  gain.  In  chemicals,  some  gained,  some 
lost.  Industry-oriented  Dow  and  Union  Carbide  showed 
exceptional  gains;  consumer-oriented  du  Pont  fell  back. 

Never  before  have  the  oil  companies  done  as  well  as 
they  did  last  year— and  possibly  never  will  again.  As  recent- 
ly as  1967,  the  five  biggest  oils  earned  a  combined  $3.3 
billion.  Last  year  Exxon  alone  earned  almost  that  much. 

Besides  E'scon,  only  American  Telephone  &  Telegraph 
topped  the  $3-billion  profit  mark.  But  in  doing  well  AT&T 
was  almost  alone  among  the  utilities,  most  of  whose  earn- 
ings were  squeezed  between  inflationary  costs  and  reluc- 
tant rate  commissions. 

Hardest  hit  were  the  auto  companies.  In  1973  the  Big 
Three  earned  a  combined  $3.6  billion;  in  1974  one-third 
as  much  ($1.3  billion). 

In  spite  of  the  fact  that  overall  profits  hit  a  record 
for  the  500,  profit  margins  did  not.  Net  profits  came  to 
just  5.5%  of  sales  last  year,  as  against  6.1%  in  1973.  ■ 


Net     %  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

1974 

1973 

Company 

($000,000) 

1973    ($000,000)  1974 

1 

1 

American  Tel  &  Tel 

3,169.9 

7.6 

6,860 

1 

2 

2 

Exxon 

3,142.2 

28.6 

4,407 

2 

3 

4 

IBM 

1,837.6 

16.6 

3,413 

3 

4 

5 

Texaco 

1,586.4 

22.8 

2,232 

5 

5 

9 

Gulf  Oil 

1,065.0 

33.1 

1,674 

6 

6 

7 

Mobil  Oil 

1,047.4 

23.3 

1,618 

7 

7 

14 

Standard  Oil  Ind 

970.3 

89.8 

1,532 

8 

8 

8 

Standard  Oil  Calif 

970.0 

15.0 

1,480 

9 

9 

3 

General  Motors 

950.1 

-60.4 

2,655 

4 

10 

19 

United  States  Steel 

634.9 

94.9 

1,021 

12 

11 

11 

Eastman  Kodak 

629.5 

-3.7 

841 

18 

12 

18 

Shell  Oil 

620.5 

86.5 

1,123 

11 

13 

13 

General  Electric 

608.1 

3.9 

984 

13 

14 

24 

Dow  Chemical 

587.4 

116.6 

915 

14 

15 

23 

Union  Carbide 

530.1 

82.2 

778 

20 

16 

10 

Sears,  Roebuck 

500.6 

-23.4 

650 

24 

17 

25 

Atlantic  Richfield 

474.6 

75.7 

910 

16 

18 

34 

Phillips  Petroleum 

429.8 

86.5 

703 

23 

19 

15 

Intl  Tel  &  Tel 

429.3 

-11.2 

722 

22 

20 

12 

E  1  du  Pont 

403.5 

-31.1 

910 

15 

186 
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ET  OF  BIGFOOT 
CAPTURED  ON  FILN 


The  photos  above  were  taken  by  a  high- 
speed camera  beneath  a  glass  plate  covered 
with  water. 

A  car  with  earlier  steel-belted  radial 
tires  drove  across  at  55  mph.-Part 
of  the  tread  lost  contact  with  the 
glass  and  was  actually  riding  on 
water. 

That's  hydroplaning,  and  it 
happened  because  water  built 
up  under  the  tire  faster  than 
it  was  channeled  away. 

While  Bigfoot,  on  the  same 
car,  at  the  same  speed,  kept 
far  more  tread  on  the  glass. 
Because  its  eight  specially 


IT  KEEPS 


designed  wide  grooves  help  channel  water 

out  from  under  the  tire. 

It  also  has  a  high  traction  rubber  that 

really  grips  on  roads  wet  or  dry. 

And  a  radial  construction  with 

two  steel  belts  for  protection  in 

the  tread  area. 

So  if  you're  about  to  invest 
in  new  tires,  you  might  do  well 
to  consider  all  those  times 
you  drive  in  the  rain. 

Then  consider  the  secret 
of  Bigfoot. 


THE  POLYSTEEL  RADIAL 


HE  RAIN 


GOOD /YEAR 


F 

^T     TheC 


Goodyear  Tire  &  Rubber  Company,  Akron,  Ohio 
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Net     %  Change 

Cash 

Net     %  Change 

Cash 

Rank 
1974  1973 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Ran 

Company 

($000,000) 

1973    ($000,000)  1974 

1974  1973 

Company 

($000,000) 

1973   ($000,000)  197; 

21 

36 

Sun  Oil 

377.7 

64.4 

597 

27 

81 

82 

Beatrice  Foods 

134.8 

15.2 

187 

10} 

22 

6 

Ford  Motor 

360.9 

-60.2 

1,284 

10 

82 

131 

W  R  Grace 

130.6 

49.1 

221 

A 

23 

39 

Bethlehem  Steel 

342.0 

65.5 

553 

28 

83 

76 

Union  Pacific 

130.4 

2.6 

221 

7? 

24 

21 

Xerox 

331.1 

10.2 

830 

19 

84 

77 

Rockwell  Intl 

130.3 

3.3 

230 

71 

25 

32 

Continental  Oil 

327.6 

35.0 

612 

26 

85 

80 

Phila  Electric 

4 

129.1 

5.1 

207 

8} 

26 

33 

Monsanto 

323.2 

35.6 

495 

30 

86 

107 

Mfrs  Hanover  Corp 

127.6 

28.4 

136 

174 

27 

35 

Tenneco 

321.5 

39.6 

632 

25 

87 

142 

Pennzoil 

127.5 

NC 

218 

81 

28 

20 

Procter  &  Gamble 

316.7 

4.8 

404 

37 

88 

70 

Connecticut  General 

126.0 

-5.2 

146 

15$ 

29 

28 

Citicorp 

312.3 

23.9 

342 

44 

89 

169 

Standard  Oil  Ohio 

125.9 

69.9 

194 

9< 

30 

26 

R  J  Reynolds  Inds 

310.7 

17.9 

428 

34 

90 

86 

ASARCO 

125.8 

11.0 

161 

139 

31 

22 

Minn  Mining  &  Mfg 

301.7 

2.1 

431 

32 

91 

42 

J  C  Penney 

125.1 

-32.7 

196 

93 

32 

48 

Union  Oil  California 

288.0 

59.9 

725 

21 

92 

100 

Crown  Zellerbach 

124.8 

21.6 

209 

85 

33 

69 

Getty  Oil 

281.0 

108.1 

539 

29 

93 

95 

Schering-Plough 

124.0 

17.0 

139 

172 

34 

152 

Occidental  Petroleum 

280.7 

251.9 

410 

35 

94 

88 

Texas  Utilities 

123.1 

10.7 

202 

9C 

35 

17 

Weyerhaeuser 

276.2 

-20.8 

447 

31 

95 

61 

Southern  Company 

122.9 

-17.1 

283 

55 

36 

16 

General  Tel  &  Bee 

272.7 

-22.5 

842 

17 

96 

481 

Lykes-Youngstown 

121.0 

386.6 

190 

10! 

37 

56 

International  Paper 

262.6 

64.3 

398 

38 

97 

101 

Bristol-Myers 

120.4 

18.3 

142 

166 

38 

31 

Pacific  G  &  E 

261.2 

7.2 

428 

33 

98 

223 

Northern  Natural  Gas 

120.2 

106.9 

209 

84 

39 

37 

BankAmerica  Corp 

256.6 

16.1 

300 

50 

99 

89 

General  Foods 

119.5 

8.2 

175 

123 

40 

29 

Caterpillar  Tractor 

229.2 

-7.2 

355 

41 

100 

111 

Continental  Can 

119.4 

25.5 

229 

7: 

41 

40 

Amer  Home  Products 

225.6 

13.3 

251 

67 

101 

84 

Federated  Dept  Strs 

119.0 

4.6 

175 

12: 

42 

62 

So  Calif  Edison 

218.3 

47.8 

334 

46 

102 

129 

Colgate-Palmolive 

118.7 

33.7 

161 

13) 

43 

50 

Merck 

210.5 

18.0 

257 

65 

103 

93 

Intl  Harvester 

117.9 

10.3 

193 

9. 

44 

47 

Consolidated  Edison 

208.9 

15.1 

353 

42 

104 

210 

Kerr-McGee 

116.4 

85.3 

179 

117 

45 

92 

Armco  Steel 

204.3 

90.1 

306 

49 

105 

110 

Marcor 

115.7 

19.7 

196 

94 

46 

68 

Cities  Service 

203.8 

50.2 

409 

36 

106 

79 

Va  Electric  &  Power 

114.8 

-7.5 

193 

9S 

47 

30 

Amerada  Hess 

201.9 

-17.9 

307 

48 

107 

474 

Pittston 

113.6 

347.1 

146 

161 

48 

38 

Coca-Cola 

196.0 

-8.9 

255 

66 

108 

105 

Newmont  Mining 

113.6 

9.9 

148 

15'/ 

49 

54 

Chase  Manhattan  Corp 

180.8 

10.9 

210 

83 

109 

45 

RCA 

113.3 

-38.3 

373 

3! 

50 

44 

Commonwealth  Edison 

180.0 

-2.4 

364 

40 

no 

186 

Norfolk  &  Western  Ry 

113.2 

65.7 

182 

113 

51 

58 

Eli  Lilly 

178.8 

15.0 

207 

88 

HI 

140 

Ashland  Oil 

113.0 

32.6 

196 

95 

52 

108 

National  Steel 

175.8 

79.2 

286 

56 

112 

126 

Sperry  Rand 

112.6 

25.0 

262 

63 

53 

59 

Philip  Morris 

175.5 

18.1 

215 

82 

113 

90 

Phelps  Dodge 

112.5 

3.2 

149 

153 

54 

229 

Signal  Companies 

174.6 

206.8 

199 

92 

114 

103 

Southern  Pacific 

111.9 

11.3 

229 

1, 

55 

97 

Alcoa 

173.1 

66.2 

338 

45 

115 

67 

Avon  Products 

111.8 

-17.7 

129 

185 

56 

134 

Republic  Steel 

170.7 

96.8 

265 

61 

116 

253 

Household  Finance 

111.7 

114.5 

169 

128 

57 

75 

Marathon  Oil 

170.5 

31.8 

297 

51 

117 

309 

Reynolds  Metals 

111.1 

146.2 

188 

106 

58 

57 

Kennecott  Copper 

168.6 

5.8 

260 

64 

118 

94 

Columbia  Gas  System 

110.3 

3.8 

232 

7C 

59 

63 

J  P  Morgan  &  Co 

166.6 

15.9 

174 

124 

119 

252 

Engelhard  Min  &  Chem 

110.2 

109.8 

128 

186 

60 

51 

Georgia-Pacific 

164.4 

-2.7 

288 

55 

120 

114 

CBS 

108.6 

16.8 

139 

169 

61 

52 

Deere 

164.3 

-2.5 

207 

86 

121 

180 

Louisiana  Land 

108.0 

53.9 

148 

154 

62 

60 

Johnson  &  Johnson 

161.6 

8.9 

222 

77 

122 

78 

Fedl  NaU  Mortgage 

107.4 

-14.6 

107 

225 

63 

43 

Goodyear 

157.5 

-14.8 

329 

47 

123 

181 

Anaconda 

106.8 

53.2 

157 

142 

64 

65 

Warner-Lambert 

155.3 

12.0 

192 

100 

124 

74 

McDonnell  Douglas 

106.7 

-17.6 

156 

144 

65 

83 

American  Cyanamid 

154.7 

35.8 

227 

74 

125 

102 

Textron 

105.9 

5.0 

152 

149 
114 

66 

53 

Firestone 

154.0 

-6.6 

290 

54 

126 

91 

Florida  Power  &  Lt 

105.5 

-2.9 

180 

67 

71 

Pub  Svc  Bee  &  Gas 

153.8 

17.0 

271 

59 

127 

122 

First  Chicago  Corp 

105.3 

15.9 

117 

20b 

68 

41 

Aetna  Life  &  Cas 

151.6 

-22.2 

166 

130 

128 

106 

Duke  Power 

105.1 

5.6 

202 

9f 

69 

112 

Allied  Chemical 

150.8 

58  6 

266 

60 

129 

213 

St  Regis  Paper 

105.0 

70.1 

154 

14i 

70 

96 

AMAX 

148.4 

41.2 

194 

97 

130 

66 

S  S  Kresge 

104.8 

-24.2 

145 

161! 

Ill 

71 

145 

Inland  Steel 

148.0 

78.0 

222 

76 

131 

222 

United  Technologies 

104.7 

80.1 

183 

72 

49 

Travelers 

147.9 

-17.1 

148 

158 

132 

311 

Kaiser  Alum  &  Chem 

104.3 

134.3 

157 

■ 

73 

120 

Schlumberger 

147.6 

59.8 

218 

80 

133 

125 

Boise  Cascade 

103.6 

14.8 

152 

14;- 

74 

170 

Texasgulf 

147.4 

99.5 

188 

105 

134 

99 

Santa  Fe  Industries 

102.1 

-0.7 

183 

in 

75 

124 

Halliburton 

146.2 

61.7 

233 

68 

135 

147 

Ingersoll-Rand 

101.1 

23.1 

142 

lb: 

76 

64 

American  Express 

146.2 

3.7 

146 

160 

136 

119 

General  Public  Utils 

101.0 

8.9 

185 

10,- 

77 

46 

American  Bee  Power 

145.8 

-20.2 

272 

58 

137 

267 

UAL 

101.0 

97.5 

292 

78 

85 

Burroughs 

142.9 

23.3 

295 

52 

138 

113 

TRW 

100.9 

6.2 

167 

\t 

79 

72 

American  Brands 

136.7 

4.1 

185 

109 

139 

132 

Champion  Intl 

100.9 

16.3 

179 

11. 

80 

81 

Pfizer 

135.3 

12.1 

179 

115 

140 

127 

Gulf  &  Western  Inds 

100.6 

12.6 

161 

I 

NC— Not  comparable. 
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Imagine  a  world 

without  fabricated  metals. 

Having  metals  is  not  enough.  You  have  to  know  how  to  roll  them,  forge  them, 
cast  them,  and  shape  them  to  make  them  useful  to  man. 

NL  Industries  is  one  of  the  world's  leading  fabricators  of  metals.  NL  works  with 
titanium,  steel,  magnesium,  aluminum,  zinc,  and  lead— and  forms  them  into  every- 
thing from  a  wide  range  of  die  cast  products  like  automobile  and  appliance  parts,  to 
bearings,  solders,  screws,  and  fasteners.  In  fact,  fabricated  metals  and  other  engi- 
neered products  represent  a  major  part  of  our  more  than  $1.5-bHlion  annual  sales. 

The  products  and  services  that  NL  Industries  offers  are 
important  to  industry  and  to  people.  In  engineered  products, 
in  specialty  metals,  in  performance  chemicals  and  in  energy- 
related  operations.  To  learn  more  about  us  and  what  we  do, 
write:  NL  Industries,  Inc.,  111  Broadway,  New  York,  N.Y.  10006. 


he  stoiy  jiEour  future. 


5  year,  $1,100,000,000  Capital  Program 


A.  Acquisition  of  Timberland 11% 

B.  Building  Materials  Fabrication  and  Distribution, 
Manufactured  Housing  and  Kitchen  Cabinets 15% 

C.  FacilitiesMaintenance, Safety,  Environmental  Improvements  23% 


D.  Wood  Products  Manufacturing 

E.  Paper  Manufacturing 

F.  Office  Products  Distribution  and  Packaging 
(Envelopes,  Composite  Cans,  Corrugated  Containers) . 


15% 
.24% 

.12% 
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No  businessman  likes  to  talk  very  specifically  in  advertising  about  future 
plans. Too  much  of  what's  to  come  is  beyond  his  control.  And  yet  we  think  a 
company  that  seeks  to  convince  you  of  its  potential  ought  to  do  so.  So  we've 
decided  to  share  our  long  term  growth  strategies  with  you. 


Strategy  Number  1. 

We  plan  to  concentrate  on  our  two 
basic  businesses— building  materials 
and  paper  products. 

We  plan  to  invest  $1.1  billion  in 
them  between  1974  and  1978  while 
holding  to  our  target  debt  to  equity 
ratio  or  0.6:1. 

We  plan  to  generate  an  average 
annual  return  on  total  investment  of 
at  least  12%  after  taxes  on  each  project 
within  the  $850  million  we're  using  to 
improve  and  expand  our  businesses. 
(The  remaining  $250  million  are 
being  used  to  keep  our  facilities  well 
maintained,  safe  and  environmentally 
sound.) 

Rationale. 

1 .  We  have  a  good  resource  base. 
Including  joint  ventures,  we  own 

2  million  acres  of  timberland  and  have 
long  term  harvesting  rights  on 
5  million  more. 

2.  Our  resource  is  renewable. 

If  we  manage  our  forests  thoughtfully, 
they'll  supply  us  eternally. 

3.  We're  able  to  add  to  the  value  of 
many  of  our  forest  products  after  they 
leave  our  paper  and  wood  products 
mills  by  converting  and  distributing 
them  directly  to  their  users. 

4.  While  we're  among  the  leaders 
in  our  component  businesses,  our 
market  shares  are  small  so  there's 
ample  room  for  growth. 

Strategy  Number  2. 

We  plan  to  invest  27%  of  our 
capital  dollars  in  our  converting  and 
distributing  operations  in  order  to 
maximize  the  earning  power  of  our 
forest-originated  products. 

Rationale. 

1 .  Converting  and  distributing 
operations  offer  very  attractive  returns 
on  investment.  (By  converting 
operations,  we  mean  businesses  like 
manufactured  housing  and  composite 
cans  that  convert  lumber  into  single 
and  multi-family  homes  and  paper 
into  packaging.) 


2.  They  also  offer  excellent 
opportunities  for  expansion. 

3.  Our  converting  operations  have 
a  ready  source  of  supply— our  primary 
manufacturing  operations  (our  paper 
and  wood  products  mills). 

4.  Converting  and  distributing 
operations  are  relatively  less 
susceptible  to  market  fluctuations, 
owing  to  the  range  of  products  and 
diversity  of  demand. 

Strategy  Number  3. 

We  plan  to  divide  our  capital 
investment  about  equally  between  our 
paper  and  building  materials  operations 
in  order  to  maintain  our  relatively 
equal  balance  between  the  two. 

Rationale. 

It's  this  balance  between  building 
materials  and  paper,  together  with  our 
balance  between  manufacturing  forest 
products  and  converting  and  distrib- 
uting them,  that  enables  us  to  cope 
with  the  historical  nemesis  of  forest 
products  companies,  cyclically. 

If  all  this  suggests  to  you  that 
Boise  Cascade  sees  its  future  in  forest- 
related  products,  this  ad  has  done  its 
job.  We've  been  manufacturing, 
converting  and  distributing  them 
profitably  since  Boise  Cascade  was 
first  formed  back  in  1 957.  And  we  intend 
to  continue.  We  know  from  experience, 
money  does  grow  on  trees. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report 
and  statistical  supplement,  c/o  Boise 
Cascade  Corporation,  Communications 
Dept.,  One  Jefferson  Square,  Boise, 
Idaho  83728.  For  a  more  dispassionate 
view,  call  your  broker. 


Boise  Cascade 
Corporation 


Apples 

Bananas  &  Airplanes 


Jet  or  Turboprop  —  which  is  best  for  your 
company?  Comparing  apples  to  bananas  is  sometimes 
confusing.  Here  are  typical  examples  that  need 
clarification  when  choosing  between  a  pure  jet  or  the 
MU-2  turboprop. 

SPEED:  At  365mph  the  MU-2  is  faster  than 
other  turboprops  and  faster  than  any  piston  twin.  The 
cheapest  jet  available  is  only  35/40  mph  faster.  If  true  jet 
speed  is  the  prime  necessity,  then  you  need  a  500mph, 
million-dollar  jet. 

SHORT  FIELD:  The  MU-2  can  operate  off  of 
2500-3000  foot  strips— jets  cannot.  Why?  One  reason  is 
that  most  jets  are  not  equipped  with  thrust  reversers. 
To  shorten  the  landing  roll  or  to  stop  safely  on  wet  or  icy 
runways,  brakes  alone  just  won't  do  the  job.  The  MU-2 
has  reversible  propellers.  For  safety  and  short  field 
utility,  the  MU-2  wins  hands  down. 


OPERATING  COSTS:  The  MU-2  wins  again. 
The  extra  speed  of  the  jet  doesn't  begin  to  cover  the 
60%  to  100%  higher  fuel  costs.  Other  costs  are  involved, 
of  course,  but  the  MU-2  costs  less  to  own  and  operate. 

FIRST  COSTS:  To  get  the  safety  and  utility 
available  in  the  MU-2,  the  jet  must  have  thrust  reversers, 
an  extra  cost  item  of  $70,000  or  more.  Now  compare 
costs.  Apples  to  apples,  the  MU-2  can  save  you  from 
100  to  500  grand  over  the  smaller  jets  and  give  you  a 
great  deal  more  utility. 

No  aircraft  can  be  all  things  to  all  people.  Some 
like  bananas  — some  like  apples.  If  you're  looking  for 
a  fast,  hard-working  apple,  don't  slip  on  a  banana. 

Call  915-944-1511  for  a  demonstration  ride,  or 
write  for  descriptive  brochure. 


MITSUBISHI  ^MU-2 

MITSUBISHI  AIRCRAFT  INTERNATIONAL     P.  O.  Box  3848     San  Angelo,  Texas  76901 .  USA  91 5-944-1 51 1  TELEX  73-9438 

European  Office   8,  Rue  de  la  Madeleine,  1  204  Geneva,  Switzerland 


The  Forbes  Profits  500 


Net     %  Change 

Cash 

Net     %  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1974  1973 

Company 

($000,000) 

1973   ($000,000)  1974 

1974  1973 

Company 

($000,000) 

1973   ($000,000)  1974 

41    195 

American  Can 

100.1 

50.8 

176 

120 

201 

158 

Genl  Tire  &  Rubber 

78.1 

0.8 

121 

196 

42    146 

Burlington  Inds 

99.5 

20.8 

192 

101 

202 

291 

NL  Industries 

77.9 

65.6 

111 

219 

43    167 

Celanese 

98.0 

30.7 

264 

62 

203 

298 

Stauffer  Chemical 

77.8 

67.6 

109 

223 

44    123 

Middle  South  Utils 

97.9 

8.2 

173 

126 

204 

451 

Colt  Industries 

77.3 

189.2 

104 

236 

45    165 

Seaboard  Coast  Line 

97.9 

29.1 

155 

145 

205 

118 

Lincoln  Natl  Corp 

76.0 

-18.3 

83 

283 

46    254 

Utah  International 

96.9 

86.2 

135 

177 

206 

183 

Bendix 

75.8 

9.4 

127 

188 

47    139 

Continental  Illinois 

95.7 

11.9 

103 

239 

207 

201 

General  Mills 

75.1 

14.6 

HI 

217 

48    283 

Williams  Companies 

95.6 

97.5 

124 

191 

208 

199 

Rohm  &  Haas 

74.4 

13.2 

134 

179 

49    159 

Kimberly-Clark 

95.3 

23.8 

143 

164 

209 

207 

El  Paso  Company 

74.3 

15.1 

226 

75 

50    130 

Texas  Eastern 

95.1 

7.4 

190 

104 

210 

249 

Ethyl 

74.3 

40.5 

114 

210 

51      98 

Kraftco 

94.6 

-8.5 

144 

163 

211 

■ 

Wheeling-Pitts  Steel 

73.4 

306.8 

102 

245 

52    270 

Diamond  Shamrock 

94.3 

86.8 

142 

167 

212 

265 

Boeing 

72.4 

41.4 

137 

173 

53    117 

PPG  Industries 

93.7 

0.6 

165 

131 

213 

156 

Norton  Simon 

72.3 

-7.5 

104 

234 

54    121 

Hercules 

93.7 

2.8 

175 

121 

214 

197 

Carolina  Pwr  &  Lt 

72.3 

9.5 

118 

203 

55    216 

Union  Camp 

92.5 

52.8 

126 

189 

215 

109 

Honeywell 

72.2 

-25.9 

346 

43 

56    133 

American  Natural  Gas 

92.2 

6.3 

183 

112 

216 

204 

Kellogg 

72.0 

10.7 

89 

266 

57    141 

Baltimore  Gas  &  Elec 

92.1 

8.1 

132 

182 

217 

162 

Consolidated  Foods 

71.6 

-6.1 

103 

241 

58      73 

Continental  Corp 

91.9 

-30.0 

103 

238 

218 

■ 

Alexander  &  Baldwin 

70.9 

346.7 

85 

278 

59    219 

GDSearte 

90.9 

52.0 

106 

228 

219 

148 

Motorola 

70.7 

-13.8 

115 

209 

60    157 

Ralston  Purina 

90.7 

16.9 

131 

183 

220 

215 

Bankers  Trust  N  Y 

70.7 

16.6 

79 

291 

61    198 

Delta  Air  Lines 

90.6 

37.4 

191 

102 

221 

172 

Beneficial  Corp 

70.4 

-4.5 

85 

280 

62    171 

IU  International 

90.5 

22.5 

162 

133 

222 

230 

Scott  Paper 

69.4 

22.6 

124 

192 

63    220 

Chessie  System 

90.3 

54.1 

169 

127 

223 

175 

Houston  Ltg  &  Power 

69.4 

-3.4 

115 

208 

64    151 

Central  &  South  West 

90.3 

12.5 

152 

147 

224 

184 

Upjohn 

69.1 

0.8 

88 

271 

65    138 

Eaton 

89.9 

5.0 

133 

180 

225 

208 

Panhandle  Eastern 

69.0 

7.2 

139 

168 

66    166 

CPC  International 

89.8 

18.9 

131 

184 

226 

188 

No  States  Power 

68.9 

2.2 

139 

170 

67    299 

National  Distillers 

89.7 

93.5 

120 

198 

227 

280 

Esmark 

68.1 

39.5 

113 

215 

68    144 

Texas  Instruments 

89.6 

7.7 

177 

119 

228 

255 

McDonald's 

67.4 

29.6 

94 

256 

69    104 

Detroit  Edison 

89.3 

-5.6 

174 

125 

229 

211 

Dart  Industries 

67.3 

8.0 

111 

221 

70    150 

Squibb 

88.9 

10.0 

111 

218 
212 

230 

281 

Murphy  Oil 

66.6 

37.4 

123 

193 

71    398 

St  Joe  Minerals 

88.6 

182.2 

114 

231 

■ 

Natomas 

65.9 

408.4 

105 

231 

72    189 

Southern  Railway 

88.1 

31.1 

148 

156 

232 

203 

Northeast  Utilities 

65.1 

-0.2 

133 

181 

73    135 

Gillette 

87.7 

1.2 

122 

194 

233 

246 

American  Inti  Group 

65.0 

21.5 

69 

320 

74    153 

PepsiCo 

87.4 

9.8 

135 

176 

234 

116 

FWWootworth 

64.8 

-30.7 

128 

187 

75    174 

NCR 

87.2 

21.1 

232 

69 

235 

257 

Northwest  Airlines 

64.7 

24.9 

161 

138 

76    178 

Peoples  Gas 

86.8 

21.9 

162 

134 

236 

200 

Anheuser-Busch 

64.0 

-2.4 

109 

222 

77    357 

American  Petroflna 

86.7 

134.6  . 

118 

202 

237 

244 

Jim  Walter 

63.3 

17.1 

89 

267 

78    164 

Emerson  Electric 

86.7 

14.2 

114 

211 

238 

316 

Dresser  Industries 

63.2 

43.1 

106 

230 

79    209 

Niagara  Mohawk  Power 

86.5 

37.1 

150 

152 

239 

320 

Westvaco 

63.2 

45.4 

105 

233 

80    128 

CIT  Financial 

86.2 

-3.3 

102 

248 

240 

196 

Ohio  Edison 

63.2 

-4.5 

107 

227 

81    389 

LTV 

85.7 

163.9 

178 

118 

241 

235 

Consol  Natural  Gas 

63.0 

12.9 

120 

200 

82    155 

Campbell  Soup 

85.4 

8.3 

120 

201 

242 

238 

Long  Island  Lighting 

62.0 

11.4 

100 

251 

83    193 

Chemical  New  York 

84.7 

27.1 

94 

255 

243 

234 

Potomac  Elec  Power 

61.2 

9.4 

102 

249 

84    163 

Western  Bancorp 

84.3 

10.9 

102 

244 

244 

231 

Dana 

61.1 

9.0 

89 

269 

85  262 

86  269 

Burlington  Northern 
Hewlett-Packard 

84.3 
84.0 

63.6 
65.6 

165 

132 

245 

387 

Superior  Oil 

61.0 

86.8 

100 

250 

116 

207 

246 

149 

Consumers  Power 

60.8 

-24.8 

148 

155 

87    173 

Borden 

83.8 

14.9 

134 

178 

247 

277 

Cleveland  Elec  Ilium 

60.7 

22.9 

92 

262 

88    168 

►  Owens-Illinois 

83.5 

12.0 

158 

141 

248 

436 

Gt  Northern  Nekoosa 

60.3 

119.4 

92 

260 

89    191 

Pa  Power  &  Light 

83.3 

24.5 

136 

175 

249 

221 

III  Central  Inds 

60.1 

3.0 

106 

229 

90    182 

United  Telecom 

83.3 

19.6 

204 

89 

250 

190 

Union  Electric 

59.8 

-11.0 

113 

216 

91    228 

Northwest  Industries 

82.1 

43.8 

111 

220 

251 

258 

Duquesne  Light 

59.5 

14.9 

87 

272 

92    276 

Mead 

82.0 

65.7 

120 

199 

252 

286 

Olin  Corp 

59.5 

NC 

114 

213 

93    154 

FMC 

80.9 

2.1 

151 

150 

253 

247 

So  Natural  Resources 

59.2 

11.5 

117 

204 

94    226 

Martin  Marietta 

80.8 

40.9 

139 

171 

254 

■ 

Tesoro  Petroleum 

58.7 

195.4 

71 

311 

95    385 

Freeport  Minerals 

80.2 

143.9 

94 

257 

255 

242 

Times  Mirror 

58.5 

6.6 

89 

268 

96      87 

INA 

79.8 

-28.6 

93 

259 

256 

250 

SmithKline  Corp 

58.1 

10.0 

69 

324 

97    176 

NLT 

79.7 

11.7 

121 

195 

257 

263 

Jefferson-Pilot 

58.1 

13.4 

60 

356 

98    206 

Carnation 

79.7 

22.8 

107 

226 

258 

160 

Greyhound 

58.0 

-24.2 

104 

237 

99    161 

Sterling  Drug 

79.4 

4.1 

92 

261 

259 

469 

MCA 

57.8 

125.4 

86 

275 

00    137 

Safeway  Stores 

79.2 

-8.2 

159 

140 

260 

300 

Raytheon 

57.8 

25.1 

94 

253 

1  Not  on  500  list  in  1973.        NC— Not  comparable. 
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The  Forbes  Profits  5( 


Net     %  Change 

Cash 

Net     %  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1974  1973 

Company 

($000,000) 

1973    ($000,000)  1974 

1974 

1973 

Company 

($000,000) 

1973    ($000,000)  1974 

261     205 

Mellon  National  Corp 

57.7 

-11.1 

63 

344 

321 

264 

Loews 

45.3 

-11.7 

56 

377 

262     185 

American  General  Ins 

57.5 

-16.0 

64 

340 

322 

413 

Kroger 

45.2 

51.2 

88 

270 

263     243 

Genl  Amer  Transportn 

57.4 

5.3 

94 

258 

323 

427 

Allegheny  Ludlum  Ind 

45.1 

56.7 

64 

341* 

264    472 

Intl  Minerals  &  Chem 

57.4 

125.2 

81 

286 

324 

233 

U  S  Fidelity  &  Gty 

45.0 

-19.7 

47 

413 

265     194 

Louisiana-Pacific 

56.6 

-14.8 

102 

243 

325 

361 

Comsat 

44.9 

23.7 

75 

304 

266    214 

Continental  Tel 

56.3 

-8.3 

150 

151 

326 

289 

< 

Illinois  Power 

44.7 

-5.4 

84 

281 

267     260 

First  Bank  System 

56.2 

8.6 

62 

352 

327 

341 

Natl  Detroit  Corp 

44.6 

11.2 

48 

409 

268      ■ 

Crane 

56.1 

172.8 

91 

264 

328 

346 

Texas  Gas  Transmn 

44.6 

12.2 

104 

235 

269     279 

Standard  Brands 

55.9 

14.6 

77 

300 

329 

380 

Black  &  Decker 

44.6 

33.9 

60 

3591 

270    441 

Amfac 

55.9 

107.0 

78 

295 

330 

405 

Miss  River  Corp 

44.5 

44.7 

78 

296 

271     218 

Security  Pacific 

55.9 

-6.6 

69 

322 

331 

498 

Digital  Equipment 

44.4 

88.9 

57 

374 

272     295 

H  J  Heinz 

55.5 

19.3 

78 

298 

332 

■ 

NVF 

44.1 

263.2 

58 

367 

273     350 

Coastal  States  Gas 

55.1 

44.4 

121 

197 

333 

365 

First  Charter  Finl 

43.9 

22.1 

45 

424 

274    303 

Abbott  Laboratories 

55.0 

19.6 

73 

306 

334 

363 

First  Intl  Bshs 

43.7 

20.6 

48 

411 

275     333 

Lone  Star  Gas 

54.5 

30.1 

94 

254 

335 

355 

Chesebrough-Pond's 

43.6 

16.7 

51 

396 

276    245 

Pacific  Pwr  &  Lt 

54.1 

1.1 

85 

279 

336 

339 

Otis  Elevator 

43.5 

7.9 

58 

369. 

277    329 

Heublein 

54.1 

27.5 

70 

317 

337 

■ 

Belco  Petroleum 

43.2 

187.1 

63 

343 

278     319 

Cyprus  Mines 

54.0 

23.2 

87 

274 

338 

461 

Houston  Natural  Gas 

43.2 

65.7 

72 

309 

279     292 

Interco 

53.6 

13.9 

67 

333 

339 

447 

Castle  &  Cooke 

42.7 

58.7 

59 

362 

280     261 

First  Natl  Boston 

53.4 

3.4 

71 

313 

340 

187 

City  Investing 

42.6 

-37.5 

67 

332 

281     248 

Timken  Company 

52.9 

-0.2 

81 

288 

341 

302 

So  New  England  Tel 

42.4 

-7.9 

105 

232 

282    287 

Public  Service  Ind 

52.4 

10.4 

82 

285 

342 

306 

Pacific  Lighting 

42.4 

-7.1 

87 

273. 

283     232 

B  F  Goodrich 

52.0 

-7.2 

116 

206 

343 

337 

No  Illinois  Gas 

42.2 

3.2 

71 

312 

284    340 

General  Dynamics 

51.6 

28.1 

102 

246 

344 

■ 

Eastern  Gas  ft  Fuel 

42.0 

142.5 

65 

337 

285    328 

Winn-Dixie  Stores 

51.5 

20.6 

82 

284 

345 

317 

Florida  Power 

41.8 

-5.2 

70 

316 

286    315 

Diamond  Intl 

51.3 

15.9 

75 

303 

346 

347 

American  Standard 

41.8 

5.7 

80 

290 

287     177 

Borg-Warner 

50.8 

-28.7 

102 

247 

347 

360 

Central  Tel  ft  Utils 

41.7 

14.8 

90 

265 

288     236 

Johns-Manville 

50.6 

-9.3 

79 

292 

348 

392 

Lucky  Stores 

41.4 

28.1 

64 

342 

289    358 

Lubrizol 

50.5 

37.3 

61 

353 

349 

359 

Pullman 

41.3 

13.2 

54 

386 

290     307 

Northwest  Bancorp 

50.4 

10.4 

59 

365 

350 

■ 

Mapco 

41.3 

110.7 

56 

379, 

291     274 

Time  Inc 

50.2 

0.6 

73 

307 

351 

351 

Liberty  Natl  Life 

40.6 

6.5 

43 

438 

292     239 

Clark  Equipment 

50.1 

-9.4 

69 

323 

352 

■ 

Charter  Company 

40.3 

96.5 

49 

402 

293     293 

Amer  Broadcasting 

49.9 

6.6 

62 

351 

353 

325 

Combustion  Engineerg 

40.2 

-6.8 

67 

334 

294    271 

Gulf  States  Utils 

49.9 

-0.7 

95 

252 

354 

304 

Marine  Midland  Banks 

40.2 

-12.3 

52 

392 

295    322 

Revlon 

49.8 

14.6 

60 

360 

355 

353 

Walter  Kidde 

39.9 

5.8 

55 

380 

296     240 

Jos  Schlitz  Brewing 

49.0 

-11.3 

71 

315 

356 

330 

Quaker  Oats 

39.9 

-5.3 

66 

335 

297     323 

Capital  Holding  Corp 

48.8 

12.7 

52 

389 

357 

143 

Transamerica 

39.8 

-52.2 

125 

1901 

298    290 

Uniroyal 

48.6 

3.3 

114 

214 

358 

489 

Air  Prods  ft  Chems 

39.7 

65.1 

86 

277 

299     313 

Combined  Insurance 

48.6 

9.2 

50 

398 

359 

370 

Crown  Cork  ft  Seal 

397 

15.7 

65 

338 

300     266 

Warner  Communications 

48.5 

-5.3 

68 

325 

360 

348 

Dun  ft  Br  ad  street  Cos 

39.5 

3.0 

45 

425 

301     285 

Walt  Disney 

48.3 

1.2 

83 

282 

361 

404 

J  P  Stevens 

39.4 

27.7 

71 

310 

302     179 

Corning  Glass  Works 

48.1 

-31.6 

103 

242 

362 

331 

Public  Service  Colo 

39.2 

-6.5 

79 

294 

303    412 

Ark  Louisiana  Gas 

47.9 

59.5 

69 

321 

363 

463 

Del  Monte 

39.1 

50.4 

57 

372 

304    224 

Allegheny  Power 

47.8 

-17.3 

103 

240 

364 

■ 

Interlake 

39.0 

132.4 

55 

382( 

305    416 

Hoppers 

47.8 

61.8 

76 

302 

365 

391 

N  Y  State  Bee  ft  Gas 

38.8 

19.5 

68 

328 

306     282 

Champion  Spark  Plug 

47.4 

-2.2 

57 

370 

366 

227 

St  Paul  Companies 

38.5 

-32.7 

41 

449 

307    321 

Wells  Fargo 

47.4 

9.0 

47 

412 

367 

367 

White  Consolidated 

38.5 

10.4 

56 

375 

308    273 

Wisconsin  Elec  Power 

46.9 

-6.5 

108 

224 

368 

356 

New  England  Electric 

38.4 

3.4 

77 

299 

309     284 

May  Dept  Stores 

46.8 

-2.9 

81 

287 

369 

394 

Charter  New  York 

38.4 

19.2 

44 

431 

310    453 

Ogden 

46.6 

74.7 

71 

314 

370 

381 

CleveTrust  Corp 

38.3 

15.4 

43 

437 

311     335 

Richardson-Merrell 

46.4 

12.0 

57 

373 

371 

435 

San  Diego  Gas  ft  Elec 

37.9 

36.7 

63 

349 

312     342 

Amer  Hospital  Supply 

46.3 

16.2 

60 

354 

372 

■ 

United  States  Sugar 

37.8 

136.2 

41 

445 

313     332 

USLIFE 

46.3 

10.4 

49 

403  . 

373 

237 

Armstrong  Cork 

37.8 

-32.2 

68 

326 

314    308 

AMP 

46.2 

1.7 

63 

350 

374 

368 

Franklin  Life  Ins 

37.7 

8.1 

39 

460 

314    493 

Cook  Industries 

46.2 

94.4 

52 

390 

375 

377 

Merrill  Lynch  ft  Co 

37.5 

11.5 

50 

400 

316     256 

No  Indiana  Pub  Svc 

45.9 

-11.5 

73 

308 

376 

379 

Willamette  Inds 

37.5 

12.6 

53 

38/< 

317     272 

Cincinnati  G  &  E 

45.5 

-9.3 

80 

289 

377 

294 

Associated  Dry  Goods 

37.4 

-19.8 

59 

361 

318     318 

Nabisco 

45.5 

3.4 

77 

301 

378 

362 

Oklahoma  Gas  ft  Elec 

37.2 

2.6 

60 

358 

319      ■ 

Beker  Industries 

45.3 

266.2 

49 

405 

379 

414 

Colonial  Penn  Group 

37.1 

24.5 

38 

467 

320    373 

Potlatch 

45.3 

33.3 

65 

336 

380 

399 

Arizona  Public  Serv 

37.0 

18.2 

63 

346 

■  Not  on  501 

)  list  in  1973. 
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The  American  Boss 


More  than  the  President  of  a  small  business.  Often  the  Treasurer, 
the  Personnel  Manager,  the  Head  Buyer,  the  Marketing  &  Sales 
Manager,  and  the  Vice  President  in  Charge  of  Benefits.  By  taking 
good  care  of  him  and  his  employees,  we  give  The  American  Boss 
one  less  thing  to  worry  about. 

If  any  of  his  people  get  hurt  on  the  job  and  can't  work,  we'll 
pay  them  all  the  benefits  they're  entided  to. 

If  they  need  rehabilitation,  we'll  take  care  of  it. 

And  we'll  work  closely  with  The  American  Boss  to  set  up  a 
good  plan,  so  when  his  people  are  ready  for  the  good  life,  they  11 
have  an  income. 

We're  American  Mutual. 

The  people  who  help  keep  America's  working  force  safe, 
and  sound. 


American 

/V^UtUCll  We  want  to  keep  you  safe,  and  sound. 


INSURANCE  COMPANIES, 
WAKEFIELD,  MASS.  01 880 


The  Forbes  Profits  500 


Net     %  Change 

Cash 

Net     %  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1974  1973 

Company 

($000,000) 

1973    ($000,000)  1974 

1974  1973 
441      ■ 

Company 
Oscar  Mayer 

($000,000) 
29.8 

1973    ($000,000)  1974 
71.4           41       448 

381    345 

Brunswick 

36.9 

-7.1 

59 

363 

382    376 

Square  0 

36.4 

7.9 

44 

434 

442 

500 

Southland  Corp 

29.7 

27.5 

55 

381 

383    375 

Allied  Stores 

36.3 

7.7 

60 

355 

443 

444 

Dayton  Power  &  Light 

29.7 

9.8 

52 

391 

384    432 

Baxter  Laboratories 

36.3 

30.1 

53 

388 

444 

■ 

Olinkraft 

29.5 

46.0 

45 

426 

385      ■ 

Westmoreland  Coal 

36.2 

668.7 

45 

428 

445 

■ 

Archer  Danls  Midland 

< 

29.4 

74.1 

42 

442 

386    324 

First  Penna  Corp 

35.7 

-17.6 

40 

456 

445 

432 

Utah  Power  &  Ught 

29.4 

5.5 

46 

417 

387      ■ 

Hammermill  Paper 

35.5 

109.3 

55 

384 

447 

471 

Seafirst 

29.4 

14.8 

34 

481 

388    390 

Eltra 

35.4 

9.1 

49 

407 

448 

■ 

Grumman 

29.3 

73.1 

46 

420 

389    429 

American  Natl  Finl 

35.3 

25.0 

39 

462 

449 

485 

Sherwin-Williams 

29.3 

19.5 

43 

439 

390    275 

H  F  Ahmanson 

35.2 

-28.8 

41 

443 

450 

378 

North  Amer  Philips 

29.2 

-12.9 

45 

422 

391      ■ 

Republic  of  Texas 

35.0 

63.3 

39 

464 

451 

■ 

Texas  Commerce  Bshs 

28.9 

35.5 

33 

485 

392      ■ 

Knight-Ridder  News 

34.9 

58.3 

49 

404 

452 

■ 

Reliance  Electric 

28.9 

24.7 

38 

466 

393      ■ 

Levi  Strauss 

34.9 

194.1 

46 

418 

453 

401 

R  R  Donnelley  &  Sons 

28.8 

-7.5 

48 

410 

394      ■ 

J  Ray  McDermott 

34.8 

105.8 

63 

347 

454 

467 

ACF  Industries 

28.8 

11.7 

56 

376 

395    301 

Owens-Corning  Fbrgls 

34.7 

-24.8 

68 

327 

455 

417 

Tecumseh  Products 

28.7 

-2.6 

35 

479 

396    411 

Marlennan 

34.6 

13.9 

38 

472 

456 

■ 

Kewanee  Oil 

28.6 

70.5 

42 

441 

397    455 

Northwestern  Steel 

34.2 

28.6 

40 

452 

457 

486 

Becton,  Dickinson 

28.5 

16.7 

40 

450 

398      ■ 

Babcock  &  Wilcox 

34.1 

54.6 

59 

364 

458 

397 

R  H  Macy 

28.5 

-10.6 

51 

397 

399    422 

Bank  of  New  York 

34.1 

16.9 

38 

468 

459 

■ 

Avnet 

28.5 

31.3 

33 

484 

400      ■ 

Homestake  Mining 

34.1 

51.5 

38 

470 

460 

421 

Liggett  &  Myers 

28.5 

-2.5 

40 

453 

401    403 

ARA  Services 

34.1 

10.1 

63 

348 

461 

418 

Chicago  Bridge  &  Iron 

28.5 

-3.2 

40 

454 

402    420 

Trans  Union 

33.7 

15.1 

67 

330 

462 

259 

Polaroid 

28.4 

-45.2 

68 

329 

403    336 

Gt  Western  Financial 

33.5 

-18.4 

37 

474 

463 

477 

Walter  E  Heller  Intl 

28.3 

12.3 

31 

496 

404    458 

Roadway  Express 

33.4 

26.4 

56 

378 

464 

■ 

Pillsbury 

28.3 

37.3 

54 

385 

405    366 

Akzona 

33.4 

-6.5 

63 

345 

465 

55 

Westinghouse  Elec 

28.1 

-82.6 

162 

135 

406      ■ 

Gulf  Resources  &  Chem 

33.4 

432.0 

41 

447 

466 

■ 

UOP 

27.8 

47.7 

40 

457 

407    437 

Hoerner  Waldorf 

33.3 

21.3 

51 

394 

467 

■ 

SCM 

27.6 

51.1 

60 

357 

408      ■ 

Fluor 

33.2 

194.0 

58 

368 

468 

400 

National  Gypsum 

27.6 

-11.7 

47 

416 

409    426 

Gannett 

33.2 

15.4 

43 

435 

469 

312 

American  Motors 

27.5 

-38.1 

69 

319 

410    406 

Oelmarva  Power  &  Lt 

32.9 

7.4 

55 

383 

470 

■ 

Harris  Bankcorp 

27.4 

20.4 

30 

498 

411    454 

Portland  Gent  Bee 

32.9 

23.7 

46 

419 

471 

479 

Nalco  Chemical 

27.1 

8.6 

36 

476 

412    430 

Provident  Life  &  Ace 

32.9 

16.7 

35 

480 

472 

288 

Crum  &  Forster 

27.1 

-42.9 

32 

488 

413      ■ 

Airco 

32.8 

71.7 

78 

297 

473 

■ 

General  Cable 

27.1 

49.3 

35 

478 

414    297 

Holiday  Inns 

32.6 

-29.7 

92 

263 

474 

450 

Fairchild  Camera 

27.0 

1.1 

41 

444 

415    425 

GAF 

32.5 

12.3 

57 

371 

475 

■ 

Atlantic  City  Elec 

27.0 

17.9 

40 

455 

416    343 

Carter  Hawley  Hale 

32.4 

-18.5 

51 

393 

476 

■ 

National  City  Corp 

27.0 

17.7 

29 

500 

417    349 

General  Reinsurance 

32.3 

-15.6 

32 

489 

477 

■ 

Overseas  Shipholding 

27.0 

32.9 

45 

423 

418    443 

Intl  Flavors  &  Frag 

32.0 

18.6 

37 

473 

478 

■ 

Pennwalt 

27.0 

34.2 

45 

429 

419    212 

Libbey-Owens-Ford 

31.7 

-49.0 

64 

339 

479 

■ 

American  Financial 

27.0 

41.2 

38 

469 

420    410 

Foremost-McKesson 

31.6 

4.3 

42 

440 

480 

■ 

Cabot 

27.0 

21.7 

50 

399 

421    464 

Central  Soya 

31.6 

21.4 

43 

436 

481 

476 

A  H  Robins 

26.9 

6.1 

31 

494 

422      ■ 

Amstar 

31.4 

111.3 

44 

433 

482 

■ 

Consol  Freightways 

26.9 

205.2 

50 

401 

423    462 

Sunbeam 

31.4 

20.5 

45 

430 

483 

■ 

Masco 

26.8 

22.0 

34 

482 

424    449 

Zale 

31.3 

16.8 

39 

461 

484 

■ 

MGM 

26.8 

NM 

32 

492 

425    268 

United  States  Gypsum 

31.3 

-38.8 

58 

366 

485 

407 

Melville  Shoe 

26.8 

-12.3 

39 

458 

426    202 

Teledyne 

31.1 

-52.4 

79 

293 

486 

499 

Idaho  Power 

26.8 

14.0 

37 

475 

427      ■ 

United  Merch  &  Mfrs 

30.9 

54.1 

47 

415 

487 

■ 

Inland  Container 

26.8 

76.1 

33 

487 

428    310 

Kaiser  Industries 

30.7 

-31.9 

86 

276 

488 

■ 

Carborundum 

26.7 

29.4 

39 

463 

429      ■ 

National  Airlines 

30.6 

51.4 

74 

305 

489 

374 

Richmond  Corp 

26.7 

-21.1 

30 

497 

430    473 

Ideal  Basic  Inds 

30.5 

19.7 

44 

432 

490 

■ 

Zapata 

26.5 

15.1 

45 

427 

431    491 

Gould 

30.4 

27.6 

46 

421 

491 

■ 

Southwestern  Pub  Svc 

26.5 

20.2 

39 

459 

432    424 

Tarn  pax 

30.4 

5.1 

33 

486 

492 

■ 

Alcoa  Standard 

26.4 

41.0 

35 

477 

433    395 

Wachovia  Corp 

30.4 

-5.7 

34 

483 

493 

475 

Philadelphia  Natl 

26.4 

4.0 

31 

493 

434    408 

Boston  Edison 

30.3 

-0.6 

69 

318 

494 

488 

Rorer-Amchem 

26.3 

8.5 

32 

491 

435    434 

McGraw-Hill 

30.3 

9.2 

38 

471 

495 

■ 

Pittsburgh  National 

26.2 

14.1 

38 

465 

436      ■ 

UV  Industries 

30.3 

37.0 

41 

446 

496 

384 

Govt  Employees  Ins 

26.1 

-17.8 

29 

499 

437    388 

Mason  ite 

30.3 

-7.2 

47 

414 

497 

482 

Chromalloy  American 

26.0 

49 

48 

408 

438    415 

Jewel  Companies 

30.2 

2.2 

67 

331 

498 

452 

So  Carolina  E  &  G 

25.9 

-3.1 

49 

406 

439      ■ 

Vulcan  Materials 

30.0 

29.4 

51 

395 

499 

■ 

Texas  Oil  &  Gas 

259 

56.8 

40 

451 

440    460 

Farmers  Group 

29.9 

13.5 

32 

490 

500 

445 

Briggs  &  Stratton 

25.9 

-4.1 

31 

495 

■  Not  on  500  list  in  1973.          NM-Not 

meaningful. 
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Member  FD I C 


When  the  economy  is  switching  direction,  managing 
your  trust  portfolio  can  be  a  risky  business. 
A  well-thought-out  investment  strategy,  however, 
can  reduce  the  hazard. 

Who  can  help  you  develop  that  strategy? 

Irving  Trust  Company. 

Where  there's  more  to  banking  than  just  money. 


Irving  Trust   A  Charter 
Company       New  York  Bank 


Number  One  Wall  Street 


The  Dimensions  of  American  Business: 


WHERE  THEY  RANK:  1974 

. 

Assets 

Sales 

Market  Value 
of  Common 

/ 

Market 

Net 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

■ 

382 

137 

274 

Abbott  Laboratories  (Dec) 

817,316 

765,415 

691,367 

55,009 

■ 

495 

439 

454 

ACF  Industries  (Dec) 

675,170  < 

535,097 

188,100 

28,776 

■ 

489 

■ 

■ 

Addressograph  Multigraph  (July) 

462,212 

540,833 

27,132 

308 

22 

31 

70 

68 

Aetna  Life  &  Casualty  (Dec) 

13,880,652 

5,172,634 

1,262,606 

151,622 

53 

■ 

485 

390 

H  F  Ahmanson  &  Co  (Dec) 

5,679,415 

499,698 

156,475 

35,234 

■ 

386 

■ 

413 

Airco  (Dec) 

661,147 

760,178 

117,061 

32,820 

■ 

470 

147 

358 

Air  Products  &  Chemicals  (Sept) 

659,145 

562,574 

634,073 

39,722 

■ 

390 

■ 

405 

Akzona  (Dec) 

624,426 

753,861 

127,459 

33,417 

247 

■ 

■ 

■ 

Alabama  Bancorp  (Dec) 

1,718,691 

119,226 

91.740 

15,646 

■ 

283 

■ 

■ 

Albertson's  (Jan) 

172,797 

1,046,105 

79,600 

11,702 

■ 

300 

■ 

492 

Alco  Standard  (Sept) 

401,257 

1,002,776 

73.721 

26,430 

■ 

■ 

491 

218 

Alexander  &  Baldwin  (Dec) 

361,255 

347,664 

154,368 

70.901 

■ 

306 

■ 

323 

Allegheny  Ludlum  Industries  (Dec) 

656,290 

981,924 

98,753 

45,071 

243 

■ 

276 

304 

Allegheny  Power  System  (Dec) 

1,758,437 

500,646 

347,973 

47,799 

207 

113 

118 

69 

Allied  Chemical  (Dec) 

1,968,449 

2,215,946 

787,633 

150,816 

426 

174 

■ 

383 

Allied  Stores  (Jan) 

1,032,896 

1,609,741 

125,780 

36,337 

■ 

290 

■ 

■ 

Allied  Supermarkets  (June) 

175,351 

1,021,074 

11,743 

104 

452 

236 

■ 

■ 

Allis-Chalmers  (Dec) 

981,943 

1,262,330 

68,894 

22,105 

106 

82 

88 

55 

Aluminum  Company  of  America  (Dec) 

3,197,860 

2,727,290 

997,287 

173,110 

239 

252 

126 

70 

1 A  MAX  (Dec) 

1,767,860 

1,163,380 

733,480 

148,430 

172 

52 

273 

47 

Amerada  Hess  (Dec) 

2,255,256 

3,744,521 

349,918 

201,858 

269 

172 

■ 

■ 

American  Airlines  (Dec) 

1,640,691 

1,641,307 

146,314 

20,446 

411 

■ 

■ 

■ 

American  Bank  &  Trust  Pa  (Dec) 

1,067,655 

86,412 

63,371 

9,367 

■ 

330 

■ 

■ 

American  Beef  Packers  (May) 

120,515 

896,904 

5,095 

4,861 

163 

114 

120 

79 

American  Brands  (Dec) 

2,435,256 

2,210,352 

773,765 

136,663 

■ 

304 

386 

293 

American  Broadcasting  Companies  (Dec) 

619,681 

986,040 

227,065 

49,945 

236 

85 

189 

141 

American  Can  (Dec) 

1,786,943 

2,657,948 

514,721 

100,137 

278 

151 

90 

65 

American  Cyanamid  (Dec) 

1,602,879 

1,779,872 

990,667 

154,724 

51 

223 

83 

77 

American  Electric  Power  (Dec) 

5,923,106 

1,316,124 

1,049,375 

145,822 

38 

119 

48 

76 

American  Express  (Dec) 

7,573,640 

2,138,168 

1,848,392 

146,160 

166 

327 

■ 

479 

tfAmerican  Financial  (Dec) 

2,325,000 

904,000 

105,149 

26,973 

174 

■ 

■ 

■ 

American  Fletcher  Corp  (Dec) 

2,239,466 

197,373 

72,324 

14,198 

94 

251 

435 

262 

American  General  Insurance  (Dec) 

3,591,538 

1,168,404 

190,026 

57,474 

354 

126 

12 

41 

American  Home  Products  (Dec) 

1,241,596 

2,048,741 

5,218,155 

225,642 

■ 

307 

97 

312 

American  Hospital  Supply  (Dec) 

640,607 

981,788 

930,760 

46,327 

309 

364 

89 

233 

American  International  Group  (Dec) 

1,456,888 

817,155 

995,212 

65,032 

487 

130 

■ 

469 

American  Motors  (Sept) 

863,315 

2,000,200 

96,213 

27,546   • 

219 

■ 

413 

389 

American  National  Financial  (Dec) 

1,856,711 

363,918 

205,758 

35,300 

165 

354 

144 

156 

American  Natural  Gas  (Dec) 

2,340,526 

845,169 

654,372 

92,225 

■ 

313 

316 

177 

American  Petrofina  (Dec) 

575,025 

952,997 

297,259 

86,683 

360 

■ 

■ 

■ 

American  Security  &  Trust  (Dec) 

1,225,521 

92,583 

60,953 

14,091 

380 

167 

■ 

346 

American  Standard  (Dec) 

1.176,519 

1,676,973 

98,465 

41,776 

■ 

108 

■ 

■ 

American  Stores  (Mar) 

445,284 

2,320,322 

85,695 

18,063 

1 

3 

1 

1 

American  Telephone  &  Telegraph  (Dec) 

74,047,288 

26,174,412 

24.979,156 

3,169,946 

498 

■ 

■ 

■ 

American  Water  Works  (Dec) 

834,244 

160,259 

54,511 

13,225 

■ 

291 

448 

■ 

AMF  (Dec) 

807,703 

1,020,302 

181,204 

22,126 

■ 

254 

461 

270 

Amfac  (Dec) 

749,824 

1,145,362 

171.156 

55,923 

■ 

■ 

103 

314 

AMP  (Dec) 

424,778 

482,107 

883,972 

46,226 

■  Not  on  ! 
All  per-sha 
tt  Figures 

>00  list. 

e  data  adjusted  for  stock  splits  and 

include  unconsolidated  subsidiaries 

1)  Formerly  American  Metal  Climax, 
dividends  through  May  15,  1975. 
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Roster  of  the  U.S/s  Biggest  Corporations 


I  Net  Profits 
After 

Extraordinary 

Cash 

PER  SHARE  DATA:  1974 

His  Total 

Rank 

Officers  &  Directors 
As  a  Group 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration^ 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

72,959 

4.00 

1.29 

503/4 

Edward  J  Ledder 

302,629 

181 

2,611,600 

35 

56,395 

5.07 

2.50 

33 

John  F  Burditt 

225,750 

314 

1,474,038 

25 

16,418 

0.04 

0.30 

3% 

Charles  L  Davis 

202,500 

383 

941.997 

22 

153,800 

165,640 

2.85 

2.89 

1.06 

23% 

John  H  Filer 

244,571 

286 

2,592,522 

37 

41,184 

1.55 

0.20 

6% 

William  H  Ahmanson 

219,690 

338 

926,444 

14 

78,206 

2.92 

0.85 

10% 

George  S  Dillon 

325,000 

135 

1,841,165 

24 

85,563 

2.95 

0.20 

47% 

Edward  Donley 

233,708 

301 

2,175,129 

30 

63,376 

2.68 

1.20 

10% 

Claude  S  Ramsey 

211,660 

359 

1,097,384 

30 

17,128 

2.81 

1.26 

16»/2 

John  W  Woods 

81,319 

782 

864,121 

42 

21,692 

1.85 

0.50 

12»/2 

Robert  D  Bolinder 

146,459 

565 

1.867,763 

37 

35,474 

2.35 

0.42 

7% 

Tinkham  Veale  II 

246,732 

281 

1,501,970 

17 

85,318 

7.70 

2.00 

16% 

Lawrence  S  Pricher 

220,286 

335 

1,590,051 

27 

63,715 

8.15 

1.50 

20% 

#RogerSAhlbrandt 

332,400 

126 

2,123,470 

29 

102,674 

1.78 

1.52 

12% 

Charles  B  Finch 

122,179 

648 

556,387 

19 

266,266 

5.43 

1.53 

28% 

John  T  Connor 

383,000 

64 

2.634,492 

29 

60,143 

4.39 

1.50 

15% 

Thomas  M  Macioce 

275,000* 

220 

2,723,336* 

37 

762 

8,071 

0.02 

0.15 

none 

2% 

Thomas  McMaster 

150,000 

552 

1,034,575 

30 

43,074 

1.77 

0.26 

6>/2 

David  C  Scott 

344,244 

112 

2,159,650 

28 

337,785 

5.14 

1.34 

29% 

#  John  D  Harper 

527,577 

10 

4,627,706 

44 

193,950 

5.82 

1.64 

30% 

Ian  MacGregor 

362,031 

86 

3,053,617 

42 

306,680 

5.32 

0.30 

15% 

Leon  Hess 

200,000 

394 

3,410,098 

48 

• 

141,412 

0.72 

none 

5% 

Albert  V  Casey 

199,763 

399 

2,948,993 

58 

10,620 

2.12 

0.89 

14% 

Ben  T  Craig 

80,304 

785 

586,906 

34 

7,359 

2.50 

none 

2% 

Frank  R  West 

75,000 

795 

416,331 

24 

184,949 

5.16 

2.56 

30% 

Robert  K  Heimann 

513,907 

13 

2,954,423 

20 

62,384 

2.92 

0.80 

13% 

Leonard  H  Goldenson 

583,000 

5 

3,336,986 

37 

95,064 

175,891 

5.48 

5.19 

2.20 

29 

William  F  May 

399,877 

53 

3,512,310 

38 

226,685 

3.24 

1.45 

20% 

Clifford  D  Siverd 

365,500 

77 

1,989,696 

16 

186,945 

272,370 

2.06 

2.64 

1.98 

14% 

Donald  C  Cook 

271,200 

233 

1,181,081 

18 

156,849 

146,160 

2.04 

2.18 

0.58 

26 

Howard  L  Clark 

473,398 

24 

3,901,258 

49 

25,725 

37,819 

1.58 

1.48 

0.04 

8% 

Carl  H  Lindner 

174,095 

465 

1,154,000 

10 

16,552 

3.10 

1.14 

15% 

Frank  E  McKinney  Jr 

120,000 

661 

944,800 

31 

40,964 

64,097 

2.20 

1.43 

0.60 

9 

Benjamin  N  Woodson 

175,268 

458 

2,271,769 

53 

250,909 

1.42 

0.78 

33% 

William  F  Laporte 

599,984 

4 

2,656,486 

22 

60,348 

1.28 

0.30 

25% 

Karl  D  Bays 

258,358 

255 

2,134,216 

34 

56,275 

69,233 

2.58 

2.23 

0.23 

4iy2 

Maurice  R  Greenberg 

162,000 

510 

1,356,560 

39 

69,292 

0.94 

0.20 

3% 

Roy  D  Chapin  Jr 

361,760 

89 

2.896,303 

35 

34,114 

38,747 

1.10 

1.07 

0.41 

6>/2 

Glendon  E  Johnson 

170,716 

478 

693,590 

25 

183,169 

5.00 

2.51 

35>/2 

Wilber  H  Mack 

198,403 

401 

978,951 

16 

117,900 

8.13 

1.75 

27% 

Richard  1  Galland 

139,235 

592 

785,107 

17 

15,056 

5.81 

2.47 

25% 

Robert  C  Baker 

50,692 

822 

556,161 

32 

80,195 

2.40 

0.78 

8% 

William  A  Marquard 

551,908 

8 

2,447,031 

.    33 

40,206 

5.19 

1.40 

24% 

John  R  Park 

132,031 

614 

831,885 

18 

6,860,336 

5.27 

3.16 

44% 

John  D  DeButts 

381,100 

66 

4,148,930 

44 

26,172 

1.64 

0.64 

8% 

John  J  Barr 

115,295 

673 

441,050 

15 

54,206 

1.19 

1.24 

9% 

Rodney  C  Gott 

225,750 

314 

1,802,735 

34 

78,431 

4.86 

0.70 

15% 

Henry  A  Walker  Jr 

204.500 

379 

1,857.539 

33 

63,031 

1.25 

0.33 

23% 

Joseph  D  Brenner 

150,000 

552 

1.396,511 

28 

t  Salary,  bonus 

director's  fees. 

and  deferred  compensation;  excludes  stock  option 

s.                     #  New  CEO  in  1975. 

*  For  fiscal  year  ended  1-31-74. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1974 

Assets 

Sales 

Market  Value 
of  Common 

Net  Profits 

r        ■  ■■' 

Market 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

■ 

282 

■ 

422 

Amstar  (June) 

477,115 

1,046,890 

94,573 

31,411 

210 

168 

313 

123 

Anaconda  (Dec) 

1,931,272 

1,672,724 

298,229 

106,757 

■ 

337 

■ 

■ 

Anderson-Clayton  (June) 

.  393,969 

878,999 

128,526 

24,771 

466 

212 

82 

236 

Anheuser-Busch  (Dec) 

931,374 

1,413,091 

1,081,632 

64,019 

■ 

262 

315 

401 

ARA  Services  (Sept) 

520,731 

1,119,488 

297,278 

34,058 

■ 

184 

311 

445 

Archer  Daniels  Midland  (June) 

439,000 

1,551,289 

298,998 

29,410 

■ 

452 

■ 

■ 

Arden-Mayfair  (Dec) 

107,628 

580,410 

5,636 

1,174 

456 

■ 

■ 

■ 

Arizona  Bank  (Dec) 

966,406 

75,964 

39,237 

5,389 

419 

■ 

450 

380 

Arizona  Public  Service  (Dec) 

1,048,884 

273,599 

180,000 

36,957 

■ 

■ 

415 

303 

Arkansas  Louisiana  Gas  (Dec) 

616,028 

277,875 

204,830 

47,905 

343 

366 

■ 

■ 

Arlen  Realty  &  Development  (Feb) 

1,284,038 

809,232 

32,260 

-9,853 

156 

65 

135 

45 

Armco  Steel  (Dec) 

2,541,699 

3,190,084 

695,234 

204,260 

■ 

333 

161 

373 

Armstrong  Cork  (Dec) 

734,055 

889,309 

598,409 

37,789 

330 

220 

262 

90 

'ASARCO  (Dec) 

1,328,798 

1,344,050 

363,869 

125,805 

249 

64 

242 

HI 

Ashland  Oil  (Sept) 

1,715,761 

3,215,667 

381,711 

113,004 

■ 

226 

374 

377 

Associated  Dry  Goods  (Jan) 

750,730 

1,300,190 

241,313 

37,361 

306 

■ 

■ 

■ 

Atlantic  Bancorp  Jacksonville  (Dec) 

1,464,168 

110,424 

49,856 

9,723 

■ 

■ 

■ 

475 

Atlantic  City  Electric  (Dec) 

580,629 

176,611 

119,559 

27,010 

47 

22 

18 

17 

Atlantic  Richfield  (Dec) 

6,151,608 

6,739,682 

4.267.065 

474,605 

■ 

■ 

463 

■ 

Automatic  Data  Processing  (June) 

79,604 

112,265 

169,984 

10,339 

87 

230 

■ 

■ 

tfAvco  (Nov) 

3,763,746 

1,285,074 

27,267 

-2.402 

■ 

■ 

401 

■ 

Avery  Products  (Nov) 

224,838 

296,348 

214,380 

16,914 

■ 

460 

■ 

459 

Avnet  (June) 

322.934 

571,036 

49,202 

28,521 

■ 

237 

51 

115 

Avon  Products  (Dec) 

749,275 

1,260,292 

1,667,241 

111,755 

415 

233 

474 

398 

Babcock  &  Wilcox  (Dec) 

1,055,974 

1,277,168 

163,431 

34,135 

■ 

■ 

240 

■ 

Baker  Oil  Tools  (Sept) 

221,945 

261,868 

391,155 

17,320 

372 

■ 

■ 

■ 

D  H  Baldwin  (Dec) 

1,198,235 

210,616 

32,879 

9,639 

185 

439 

230 

157 

Baltimore  Gas  &  Electric  (Dec) 

2,117,209 

608,811 

405.435 

92,146 

115 

■ 

■ 

■ 

BanCal  Tri-State  (Dec) 

3,046,642 

263,088 

39,578 

5,251 

427 

■ 

■ 

■ 

Banco  Popular  de  Puerto  Rico  (Dec) 

1,031,171 

94,683 

38,616 

8,663 

120 

■ 

■ 

■ 

BancOhio  Corp  (Dec) 

3,029,145 

224,829 

82,226 

20,993 

■ 

■ 

233 

■ 

Bandag  (Dec) 

91,983, 

131,882 

401,338 

16,978 

2 

67 

41 

39 

BankAmerica  Corp  (Dec) 

60,376,458 

3,134,485 

2,198,769 

256,606 

416 

■ 

■ 

■ 

Bank  of  the  Commonwealth  Detroit  (Dec) 

1,053,639 

84,587 

8,003 

-3,257 

74 

■ 

■ 

399 

Bank  of  New  York  Company  (Dec) 

4,190,564 

358,989 

145,330 

34,101    j 

283 

■ 

■ 

■ 

Bank  of  Virginia  Company  (Dec) 

1,577,283 

167,115 

38,963 

10,394 

10 

146 

287 

220 

Bankers  Trust  New  York  Corp  (Dec) 

20,386,822 

1,822,901 

331,128 

70,686 

171 

■ 

■ 

■ 

Barnett  Banks  of  Florida  (Dec) 

2,285,928 

189,357 

85,060 

16,832 

■ 

■ 

86 

384 

Baxter  Laboratories  (Dec) 

594,932 

466,284 

1,024,966 

36,288 

224 

■ 

■ 

■ 

Baystate  Corp  (Dec) 

1,842,987 

141,196 

73,405 

15,060 

263 

48 

80 

81 

Beatrice  Foods  (Feb) 

1,658,170 

4,191,764 

1,101,183 

134,764 

■ 

■ 

206 

457 

Becton,  Dickinson  (Sept) 

361,430 

408,254 

465,383 

28,549 

■ 

■ 

369 

319 

Beker  Industries  (Dec) 

179,588 

157,149 

246,993 

45,312 

■ 

■ 

■ 

337 

Belco  Petroleum  (Dec) 

378,353 

309,646 

82,500 

43,200 

■ 

437 

■ 

■ 

Bemis  (Dec) 

326,024 

610,774 

60,171 

19,325 

281 

99 

349 

206 

Bendix  (Sept) 

1,579,100 

2,480,900 

261,096 

75,800 

109 

197 

350 

221 

ft  Beneficial  Corp  (Dec) 

3,157,082 

1.491,771 

260.920 

70,368 

65 

27 

81 

23 

Bethlehem  Steel  (Dec) 

4,512.617 

5,380,963 

1,086,192 

342,034 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and 

ft  Figures  include  unconsolidated  subsidiaries 

2)  Former 
dividends  through  May  15,  1975. 

y  American  Smelting 

&  Refining. 
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Roster  of  the  U.S/s  Biggest  Corporations 


Net  Profits 

PER  SHARE  DATA:  1974 

Officers  &  Directors 

After 

Cash 

> 

,   ,, 

His  Total 

Rank 

As  a  Group 

Extraordinary 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration^ 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($> 

Others 

($) 

Group 

43,667 

7.75 

1.85 

253/8 

Robert  T  Quittmeyer 

211,000 

360 

1,371,014 

20 

247,128 

157,473 

4.83 

11.19 

1.00 

131/2 

John  B  M  Place 

344,000 

115 

2,669,361 

33 

31,356 

3.93 

0.85 

203/4 

Thomas  J  Barlow 

228,281 

310 

2,187,741 

37 

109,061 

1.42 

0.60 

24 

August  A  Busch  Jr 

351,797 

102 

1,999,564 

41 

63,057 

5.48 

1.39 

483/4 

#Davre  J  Davidson 

132,500 

612 

2,386,328 

29 

41,833 

1.79 

0.23 

18 

Dwayne  0  Andreas 

163,333 

503 

1,340,883 

23 

2,384 

5,766 

0.21 

0.56 

none 

1% 

Charles  Mathewson 

73,333 

797 

599,087 

14 

7,042 

1.75 

0.55 

123/4 

G  Clarke  Bean 

98,421 

741 

624,530 

28 

63,355 

2.34 

1.36 

12 

Keith  L  Turley 

82,696 

778 

770,027 

35 

68,905 

4.76 

1.60 

203/8 

•ESNelson/DWWeir 

100,000 

728 

802,627 

29 

22,657 

-0.49 

none 

1% 

Arthur  G  Cohen 

150,000 

552 

1,320,839 

18 

306,220 

6.71 

2.00 

233/4 

Calvin  W  Verity  Jr 

370,830 

75 

3,418,470 

35 

68,156 

1.45 

0.90 

23>/4 

James  H  Binns 

250,000 

269 

2,747,479 

39 

160,682 

4.71 

1.43 

13% 

Charles  F  Barber 

249,187 

275 

1,833,283 

27 

195,658 

4.45 

1.40 

16»/2 

Orin  E  Atkins 

303,874 

178 

3,033,563 

33 

59,495 

2.77 

1.40 

17% 

Lewis  P  Seiler 

220,000 

336 

4,333,043 

61 

11,753 

1.84 

0.72 

9»/2 

Edward  W  Lane  Jr 

65,900 

806 

591,318 

22 

39,957 

2.54 

1.50 

12% 

John  D  Feehan 

62,530 

810 

495,526 

19 

909,662 

8.36 

2.25 

903/4 

Robert  0  Anderson 

291,827 

195 

5,055,587 

47 

15,511 

1.64 

0.20 

26% 

Henry  Taub 

92,500 

753 

793,766 

16 

-20,687 

10,022 

-1.64 

-3.23 

none 

2% 

James  R  Kerr 

179,242 

451 

2,198,699 

36 

24,641 

1.76 

0.30 

22>/2 

R  Stanton  Avery 

224,348 

323 

1,570,861 

26 

32,838 

2.06 

0.30 

4»/« 

Simon  Sheib 

339,750 

118 

2,658,312 

32 

128,530 

1.93 

1.48 

283/4 

Fred  G  Fusee 

374,241 

72 

5,597,766 

61 

58,985 

2.82 

0.80 

13»/2 

George  G  Zipf 

291,138 

198 

1,546,536 

25 

28,617 

1.68 

0.38 

36% 

Earnest  H  Clark  Jr 

214,241 

352 

974,118 

17 

11,016 

9,639 

1.56 

1.82 

0.45 

6% 

Lucien  Wulsin 

103,747 

715 

817,410 

21 

132,448 

2.86 

1.96 

15 

C  Edward  Utermohle  Jr 

121,409 

650 

641,276 

27 

8,693 

1.54 

1.34 

HVi 

Charles  De  Bretteville 

130,625 

618 

678.339 

33 

8,663 

3.31 

UO 

143/4 

Rafael  Carrion  Jr 

79,535 

788 

916,446 

33 

27,201 

20,993 

2.87 

3.72 

1.08 

11% 

#PhilipFSearle 

105,000 

712 

1,215,601 

51 

20,010 

1.35 

none 

31% 

Harker  Collins 

121,300 

651 

914,900 

20 

299,716 

3.72 

1.40 

31% 

Alden  W  Clausen 

248,835 

277 

982,042 

24 

-1,551 

-1.10 

none 

l3/4 

Arthur  F  F  Snyder 

86,250 

767 

608,339 

31 

37,924 

5.68 

2.20 

241/4 

Elliott  Averett 

201,096 

391 

1,144,639 

25 

12,401 

2.30 

0.88 

9% 

Frederick  Deane  Jr 

132,551 

611 

2,136,450 

84 

79,213 

6.76 

3.00 

31% 

#  William  H  Moore 

246,400 

282 

1,669,439 

39 

16,852 

k  20,199 

1.98 

1.98 

0.66 

10 

Guy  W  Botts 

146,000 

569 

932,742 

30 

»  53,052 

1.22 

0.18 

34»/4 

William  B  Graham 

173,797 

466 

1,310,542 

23 

17,893 

4.97 

1.96 

24V4 

William  M  Crazier  Jr 

54,841 

818 

481,615 

25 

187,153 

1.71 

0.67 

141/4 

William  G  Karnes 

327,760 

132 

3,054,563 

34 

40,291 

1.69 

0.40 

27i/2 

Wesley  J  Howe 

192,000 

419 

1,718,501 

22 

48,922 

4.02 

0.21 

213/4 

Erol  Beker 

166,320 

489 

921,753 

24 

63,481 

5.76 

0.50 

11 

Arthur  B  Belfer 

53,077 

819 

584,536 

18 

32,694 

3.91 

0.86 

13% 

Judson  Bemis 

192,920 

414 

1,301,705 

21 

127,400 

4.65 

- 

1.80 

211/2 

Werner  M  Blumenthal 

359,400 

94 

3,513,834 

47 

82,477 

84,567 

3.19 

3.82 

1.25 

133/4 

Edgar  T  Higgins 

201,100 

390 

1,496,101 

29 

552,946 

7.85 

2.30 

24% 

Lewis  W  Foy 

262,500 

249 

5,208,910 

49 

%  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 


#  New  CEO  in  1975. 

*  Office  held  jointly;  remuneration  shown  represents  amount  earned  by  each. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK:  1974 


t 

Market 

Net 

Assets 

Sales 

Value 

Profits 

■ 

■ 

382 

■ 

■ 

■ 

361 

■ 

■ 

424 

104 

329 

245 

53 

286 

212 

284 

205 

304 

133 

Market  Value 

Assets 

Sales 

of  Common 

Net  Profits 

ipany  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

Betz  Laboratories  (Dec) 

68,823 

103,010 

234,995 

8,347 

Big  Three  Industries  (Dec) 

211,574 

161,446 

255,172 

19,053 

Black  &  Decker  (Sept) 

589,882  < 

641,971 

872,844 

44,569 

Boeing  (Dec) 

1,746,314 

3,730,667 

333,443 

72,432 

Boise  Cascade  (Dec) 

1,575,697 

1,453,550 

309,614 

103,640 

262 

63 

158 

187 

Borden  (Dec) 

1,659,263 

3,264,502 

606,840 

83,845 

342 

152 

370 

287 

Borg-Warner  (Dec) 

1,284,593 

1,767,801 

246,916 

50,840 

359 

■ 

■ 

434 

Boston  Edison  (Dec) 

1,228,491 

460,743 

146,601 

30,348 

■ 

479 

■ 

■ 

Braniff  International  (Dec) 

497,774 

552,396 

99,765 

24,523 

■ 

■ 

344 

500 

Briggs  &  Stratton  (June) 

155,830 

317,852 

265,776 

25,873 

424 

179 

56 

97 

Bristol-Myers  (Dec) 

1,041,263 

1,590,949 

1,564,700 

120,403 

■ 

401 

■ 

■ 

Brown  Group  (Oct) 

345,184 

719,453 

102,228 

17,662 

■ 

376 

468 

381 

Brunswick  (Dec) 

721,496 

785,569 

168,813 

36,934 

■ 

■ 

308 

■ 

Bucyrus-Erie  (Dec) 

288,850 

261,494 

302,770 

20,539 

■ 

342 

■ 

■ 

Budd (Dec) 

553,559 

862,888 

43,284 

10.912 

268 

107 

226 

142 

Burlington  Industries  (Sept) 

1,644,563 

2,329,971 

409,903 

99,541 

107 

183 

194 

185 

Burlington  Northern  (Dec) 

3,187,647 

1,551,515 

497,080 

84,286 

192 

193 

30 

78 

Burroughs  (Dec) 

2,046,282 

1,510,836 

2,964,130 

142,937 

■ 

■ 

■ 

480 

Cibot  (Sept) 

562,550 

400,617 

84,011 

26.954 

■ 

■ 

358 

■ 

Cameron  Iron  Works  (June) 

285,472 

247,550 

257,620 

24,406 

500 

202 

99 

182 

Campbell  Soup  (July) 

824,321 

1,468,199 

917,070 

85,365 

■ 

444 

■ 

■ 

Campbell  Taggart  (Dec) 

230,445 

590,171 

75,225 

15,406 

■ 

■ 

479 

■ 

Capital  Cities  Communications  (Dec) 

300,880 

138,585 

162,180 

22,025 

274 

■ 

139 

297 

Capital  Holding  Corp  (Dec) 

1,633,542 

352,213 

689,791 

48,838 

■ 

475 

■ 

488 

Carborundum  (Dec) 

416,431 

556,848 

108,668 

26,702 

455 

144 

84 

198 

Carnation  (Dec) 

967,626 

1,886,828 

1,045,359 

79,661 

180 

■ 

362 

214 

Carolina  Power  &  Light  (Dec) 

2,185,067 

460,977 

254,899 

72,271 

■ 

305 

470 

■ 

Carrier  (Oct) 

794,198 

984,631 

167,454 

8,644 

■ 

260 

397 

416 

'Carter  Hawley  Hale  Stores  (Jan) 

671.738 

1,121,794 

218,768 

32,436 

■ 

391 

419 

339 

Castle  &  Cooke  (Dec) 

630,461 

753,131 

202,116 

42,661 

130 

50 

33 

40 

Caterpillar  Tractor  (Dec) 

2,933,940 

4,082,127 

2,774,540 

229,181 

408 

156 

106 

120 

CBS  (Dec) 

1,075,438 

1,751,341 

867,086 

108,557 

214 

■ 

■ 

■ 

CBT  Corp  Hartford  (Dec) 

1,886,450 

165,767 

53,495 

12,202 

216 

142 

267 

143 

Celanese  (Dec) 

1,873,000 

1,928,000 

355,009 

98,000 

234 

442 

136 

164 

Central  &  South  West  (Dec) 

1,788,708 

595,049 

694,991 

90,276 

362 

■ 

■ 

■ 

Central  Bancorporation  Cincinnati  (Dec) 

1,222,042 

93,025 

72,695 

12.394 

464 

■ 

■ 

■ 

Central  Bancshares  of  the  South  (Dec) 

941,782 

73,233 

56,321 

10,090 

■ 

158 

495 

421 

Central  Soya  (Aug) 

436,880 

1,749,304 

153,490 

31,572 

443 

■ 

300 

347 

Central  Telephone  &  Utilities  (Dec) 

1,004,202 

347,234 

318,681 

41,702 

181 

■ 

■ 

■ 

Centran  Corp  (Dec) 

2,157,555 

173,284 

56,596 

14,929 

■ 

388 

■ 

■ 

Cerro  (Dec) 

764,589 

758,330 

92,954 

15,927 

■ 

473 

■ 

■ 

Certain-teed  Products  (Dec) 

391,682 

559,129 

79,467 

-7,422 

209 

93 

318 

139 

Champion  International  (Dec) 

1,935,409 

2,532.269 

293,297 

100,863 

■ 

■ 

285 

306 

Champion  Spark  Plug  (Dec) 

382,203 

435,358 

338,508 

47,406 

■ 

263 

■ 

352 

Charter  Company  (Dec) 

419,877 

1,118,513 

64.076 

40,251 

28 

341 

494 

369 

Charter  New  York  Corp  (Dec) 

11,343,463 

866,373 

153,507 

38,381 

4 

54 

108 

49 

Chase  Manhattan  Corp  (Dec) 

42,532,003 

3,681,804 

865,593 

180,801 

9 

147 

227 

183 

Chemical  New  York  Corp  (Dec) 

22,174,670 

1,805,552 

408,449 

84,665 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1975. 


3)  Formerly  Broadway-Hale. 
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{  Roster  of  the  U.S/s  Biggest  Corporations 


Net  Profits 

PER  SHARE  DATA:  1974 

Officers  &  Directors 

After 

Cash 

a 

His  Total 

Rank 

As  a  Group 

Extraordinary 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before         After 

Price 

Remuneration! 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

10,243 

1.04 

0.21 

29V4 

#John  J  Maguire 

129,685 

619 

1,058,743 

16 

29,982 

2.42 

0.40 

323/8 

Harry  K  Smith 

125,756 

633 

715,109 

20 

59,545 

1.10 

0.40 

21 

# Alonzo  G  Decker  Jr 

206,250 

374 

1,118,616 

24 

136,910 

3.42 

0.75 

153/4 

Thornton  A  Wilson 

251,035 

267 

3,573,740 

50 

104,970 

152,452 

3.51           3.55 

0.38 

10% 

John  B  Fery 

313,243 

156 

3,336,063 

40 

134,082 

2.72 

1.25 

20 

Augustine  R  Marusi 

421,604 

40 

2,654,215 

31 

101,840 

2.66 

1.35 

13% 

James  F  Bere 

312,185 

159 

2,308,357 

35 

69,446 

2.60 

2.44 

15% 

Thomas  J  Galligan  Jr 

125,000 

640 

778,558 

24 

26,137 

61,923 

1.22           1.30 

0.10 

5 

Harding  L  Lawrence 

365,250 

78 

1,149,202 

18 

30,872 

3.58 

1.75 

363/4 

Vincent  R  Shiely 

200,000 

394 

1,686,336 

24 

141,974 

3.76 

1.47 

50 

Richard  L  Gelb 

395,543 

55 

3,817,342 

33 

28,109 

2.42 

1.60 

14 

W  L  Hadley  Griffin 

184,744 

439 

995,109 

19 

59,144 

2.06 

0.32 

9 

John  L  Hanigan 

278,895 

214 

1,332,531 

21 

24,209 

2.31 

1.00 

34 

Eugene  P  Berg 

208,982 

371 

716,061 

11 

31,687 

1.71 

0.80 

7% 

Gilbert  F  Richards 

263,985 

246 

1,495,858 

25 

191,757 

3.65 

1.55 

143/4 

Horace  C  Jones 

307,593 

168 

4,415,089 

43 

164,964 

6.65 

1.60 

40 

Louis  W  Menk 

361,643 

91 

1,509,580 

28 

295,090 

3.66 

0.48 

75y2 

Ray  W  MacDonald 

500,000 

17 

2,839,250 

32 

50,324 

5.05 

0.92 

153/4 

Robert  A  Charpie 

364,425 

79 

2,091,549 

28 

38,105 

10.11 

0.70 

110 

Anthony  J  A  Bryan 

165,000 

496 

604,766 

12 

119,691 

2.56 

1.18 

27y2 

Harold  A  Shaub 

259,605 

254 

2,901,140 

45 

30,767 

3.48 

1.16 

17 

Bill  0  Mead 

156,772 

531 

1,147,746 

25 

• 

25,384 

2.86 

none 

221/2 

Thomas  S  Murphy 

226,758 

311 

3,718,822 

56 

47,156 

52,180 

1.70           1.64 

0.30 

241/4 

Homer  D  Parker 

220,663 

333 

1,868,707 

39 

38,656 

6.88 

1.65 

28 

William  H  Wendel 

309,664 

166 

2,401,975 

29 

106,907 

4.07 

1.10 

56V4 

H  Everett  Olson 

212,500 

357 

1,962,909 

29 

171,662 

2.21 

1.60 

10% 

Shearon  Harris 

126,690 

628 

1,005,112 

31 

29,625 

0.33 

0.52 

6% 

Melvin  C  Holm 

187,116 

434 

1,779,380 

40 

51,497 

1.71 

0.80 

13i/8 

Edward  W  Carter 

225,000 

318 

2,115,700 

25 

59,332 

2.77 

0*72 

131/4 

#  Malcolm  MacNaughton 

278,655 

215 

1,635,267 

31 

354,640 

4.01 

1.65 

48i/2 

#  William  H  Franklin 

296,040 

187 

2,592,343 

31 

139,083 

3.80 

1.46 

30% 

William  S  Paley 

455,149 

27 

3,424,994 

36 

13,993 

6.56 

2.60 

281/2 

James  F  English 

110,511 

689 

843,076 

38 

264,000 

6.78 

2.40 

25% 

John  W  Brooks 

389,500 

58 

4,208,447 

43 

91,575 

152,460 

1.76           1.79 

1.12 

143/4 

Silas  B  Phillips  Jr 

105,653 

707 

621,449 

18 

14,102 

2.98 

1.18 

171/2 

Oliver  W  Birckhead 

102,787* 

720 

435,612* 

23 

11,500 

1.52 

0.40 

81/2 

Harry  B  Brock  Jr 

121,200 

653 

338,700 

16 

1  43,158 

2.06 

0.60 

10 

Dale  W  McMillen  Jr 

231,700 

303 

1,729,816 

27 

"'  89,745 

2.11 

1.08 

I61/2 

Robert  P  Reuss 

136,690 

598 

700,653 

19 

16,462 

3.86 

1.70 

143/4 

John  A  Gelbach 

146,941 

564 

474,052 

23 

24,619 

2.01 

1.05 

H3/4 

#C  Gordon  Murphy 

357,391* 

96 

1,721,761* 

25 

8,842 

-0.70 

0.60 

6% 

Donald  E  Meads 

108,900 

698 

1,371,676 

28 

178,695 

3.24 

0.96 

IOV2 

Andrew  C  Sigler 

198,333 

402 

1,947,573 

30 

57,394 

1.26 

0.56 

9 

Robert  A  Stranahan  Jr 

155,431 

532 

995,319 

19 

49,207 

10.71 

1.35 

I81/4 

Raymond  K  Mason 

132,235 

613 

669,994 

14 

43,702 

4.38 

2.00 

18% 

Gordon  T  Wallis 

244,375 

289 

1,997,791 

34 

209,540 

5.64 

2.20 

27 

David  Rockefeller 

309,010 

167 

6,448,724 

98 

94,163 

6.04 

2.88 

29% 

Donald  C  Platten 

254,012 

262 

1,228,907 

28 

t  Salary,  bonus 

director's  fees 

and  deferred  compensation;  excludes  stock  option 

s.                      #  New  CEO  in  1975. 

*  For  1973. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK:  1974 


Assets 


Market       Net 
Sales      Value      Profits 


Company  (and  fiscal  year  end) 


Assets 
($000) 


Sales 
($000) 


Market  Value 

of  Common 

($000) 


Net  Profits 
($000) 


146 


497 


471 
222 


375 


169  335 

200  163 

142  461 

■  ■ 

■  497 


Chesebrough-Pond's  (Dec)  436,164  561,257  585,464  43,611 

Chessie  System  (Dec)  2,649,363  1,320,943  489,258  90,339 

Chicago  Bridge  &  Iron  (Dec)  438.487'  465,879  657,855  28,459 

Chicago  Milwaukee  Corp  (Dec)  834,788  466,174  13,180  11,274 

Chromalloy  American  (Dec)  549,854  789,043  83,045  26,041 


43 

300 

376 

39 

3 


13 

398 

■ 
238 

33 


216 
239 
341 
152 
23 


317 

180 

29 


Chrysler  (Dec)  6,732,756  10,971,416  429,679  -52,094 

Chubb  (Dec)  1,498,891  722,422  391,808  4,862 

Cincinnati  Gas  &  Electric  (Dec)  1,191,566  416,086  271,150  45,510 

ttCIT  Financial  (Dec)  7,252,756  1.253,787  626,269  86,216 

Citicorp  (Dec)  57,838,735  4,988,287  3,503,376  312,295 


133 

123 

384 

88 

440 


77 


120 
218 


75 

489 


303 


46 


340 
292 


Cities  Service  (Dec)  2,897,900  2,806,300  1,162,820  203,800 

Citizens  &  Southern  Natl  Bank  Atlanta  (Dec)  3,010,717  299,958  154,681  7,989 

Citizens  Fidelity  Corp  Louisville  (Dec)  1,150,240  80,481  37,829  7,297 

City  Investing  (Dec)  3,759,912  2,132,570  93,716  42,585 

Clark  Equipment  (Dec)  1,005,771  1,375,185  312,754  50,064 


326 
85 


455 


492 


417 
298 
436 


■ 

247 
370 


Clark  Oil  &  Refining  (Dec)  301,701  578,857  51,533  -7,123 

Cleveland-Cliffs  Iron  (Dec)  259,051  120,982  202,892  25,796 

Cleveland  Electric  Illuminating  (Dec)  1,354,065  463,937  323,323  60,741 

"CleveTrust  Corp  (Dec)  3,858,696  287,931  189,094  38,275 

Clorox(June)  251,637  537,601  145,347  19,656 


59 
255 
290 
325 


491 

134 

225 

95 

88 


27 
52 


■ 
273 

48 
102 


Cluett  Peabody  (Dec)  321,048  538,078  30,692  -9,406 

ttCNA  Financial  (Dec)  4,826,174  1,984,275  98,155  -207,619 

Coastal  States  Gas  (Dec)  1,696,943  1,305,210  109,487  55,126 

Coca-Cola  (Dec)  1,536,328  2,522,150  3,171,997  195,972 

Colgate-Palmolive  (Dec)  1,357,260  2,615,448  1,657,508  118,698 


135 


319 
256 
231 


234         379 


492 
127 
456 


204 
118 
299 


Colonial  Penn  Group  (Dec)  350,087  292,590  398,500  37,056 

Colonial  Stores  (Dec)  161,611  934,172  58,209  9,672 

Colt  Industries  (Dec)  777,635  1,143,508  154,082  77,303 

Columbia  Gas  System  (Dec)  2,838,138  1,278,603  717,536  110,314 

Combined  Insurance  Co  of  America  (Dec)  541,974  359,234  175,629  48,568 


451 
282 

■ 
55 


208 
■ 

423 
203 
278 


342 

■ 
■ 
77 


353 


50 


327         325 


Combustion  Engineering  (Dec)  982,025  1,428,028  267,881  40,184 

Commerce  Bancshares  Kansas  City  (Dec)  1,578,588  113,907  70,771  12,196 

Commercial  Metals  (Aug)  144,850  643,272  24,763  19,101 

Commonwealth  Edison  (Dec)  5,155,735  1,459,640  1,134,617  180,045 

Commonwealth  Oil  Refining  (Dec)  531,456  1,059,416  78,469  10,726 

Communications  Satellite  (Dec)  430,250  133,470  283,750  44,918 


■ 

429 

■ 

■ 

ConAgra  (June) 

195,500 

633,644 

10,702 

-11,853  . 

35 

86 

111 

88 

Connecticut  General  Insurance  (Dec) 

8,350,230 

2,654,344 

862,192 

125,959 

46 

101 

208 

44 

Consolidated  Edison  (Dec) 

6,285,430 

2,439,471 

461,610 

208,938 

383 

105 

280 

217 

Consolidated  Foods  (June) 

1,160,287 

2,379,862 

341,506 

71,581 

■ 

370 

■ 

482 

Consolidated  Freightways  (Dec) 

346,403 

798,579 

111,919 

26,914 

273 

346 

232 

241 

Consolidated  Natural  Gas  (Dec) 

1,635,751 

861,182 

402,029 

63,029 

105 

270 

355 

246 

Consumers  Power  (Dec) 

3,227,484 

1,105,383 

259,061 

60,833 

397 

■ 

■ 

■ 

Continental  Bank  Norristown  (Dec) 

1,112,783 

95,148 

45,601 

10,216 

204 

69 

124 

100 

Continental  Can  (Dec) 

1,990,791 

3,087,448 

762,242 

119,449 

79 

148 

110 

158 

Continental  Corp  (Dec) 

4,079,257 

1,798,175 

865,028 

91,865 

12 

160 

207 

147 

Continental  Illinois  Corp  (Dec) 

19,798,125 

1,743,965 

462,370 

95,680 

62 

18 

39 

25 

Continental  Oil  (Dec) 

4,673,434 

7,041,423 

2,259,007 

327,609 

■  Not  on  500  list.                                                                                                                                   4)  Formerly  Cleveland  Trust. 
All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1975. 
tt  Figures  include  unconsolidated  subsidiaries. 
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i  Roster  of  the  U.S.'s  Biggest  Corporations 


Net  Profits 
After 

Cash 

PER  SHARE  DATA:  1974 

.A 

His  Total 

Rank 

Officers  &  Directors 
As  a  Group 

Extraordinary 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration^ 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

50,874 

2.75 

1.24 

36% 

Ralph  E  Ward 

311,031 

163 

2,171,423 

24 

95,249 

168,989 

5.06 

5.33 

1.88 

263/4 

Hays  T  Watkins 

337,900 

121 

1,839,910 

23 

40,031 

2.91 

1.20 

67»/2 

Marvin  G  Mitchell 

181,264 

446 

1,594,991 

22 

28,896 

3.62 

none 

53/8 

William  J  Quinn 

182,041 

445 

652,409 

19 

48,417 

2.31 

0.70 

814 

Joseph  Friedman 

262,662 

248 

2,930,362 

28 

271,898 

-0.92 

1.40 

7l/4 

Lynn  A  Townsend 

251,562 

265 

3,762,295 

55 

-17,105 

8,257 

0.40 

-1.39 

1.37 

32 

William  M  Rees 

159,109 

523 

1,258,775 

35 

80,346 

1.91 

1.64 

14V4 

B  John  Yeager 

134,631 

603 

737,419 

25 

101,662 

4.12 

2.20 

30% 

Walter  S  Holmes  Jr 

210,742 

362 

1,525,510 

24 

342,403 

2.54 

0.78 

28% 

Walter  B  Wriston 

425,422 

37 

4,835,088 

60 

408,800 

7.58 

2.27 

43V4 

Robert  V  Sellers 

315,064 

150 

1,973,714 

24 

13,780 

0.32 

0.52 

6»/4 

Richard  L  Kattel 

127,145 

626 

1,354,739 

40 

9,046 

3.65 

1.25 

19 

Maurice  D  S  Johnson 

90,088 

757 

646,685 

31 

34,682 

67,058 

1.29 

0.92 

0.65 

45/8 

George  T  Scharffenberger 

439,654 

32 

2,745,145 

23 

68,716 

3.68 

1.60 

23 

Bert  E  Phillips 

386,647 

61 

3,108,855 

33 

6,118 

-1.00 

0.60 

7>/4 

Owen  L  Hill 

112,457 

681 

949,890 

24 

31,159 

8.35 

2.58 

66»/2 

H  Stuart  Harrison 

299,721 

186 

1,444,131 

20 

92,373 

3.68 

2.40 

23% 

Karl  H  Rudolph 

142,912 

581 

955,031 

25 

43,119 

6.33 

2.16 

31»/4 

M  Brock  Weir 

190,500 

424 

670,751 

31 

25,374 

0.88 

0.52 

6»/2 

Robert  B  Shetterly 

165,100 

495 

965,619 

18 

-2,678 

-1.24 

0.45 

3Vz 

Henry  H  Henley  Jr 

186,458 

435 

719,667 

24 

-216,044 

-199.797 

-6.35 

-6.60 

0.29 

2% 

#  Elmer  L  Nicholson 

175,000 

460 

1,344,916 

28 

120,576 

2.64 

none 

5% 

Oscar  S  Wyatt  Jr 

167,704 

485 

1,511,193 

32 

254,828 

3.28 

2.08 

53 

J  Paul  Austin 

354,253 

101 

3,040,239 

53 

160,980 

1.73 

0.60 

24% 

David  R  Foster 

361,710 

90 

2,523,503 

34 

37,014 

37,933 

2.30 

2.30 

0.30 

243/4 

John  J  MacWilliams  Jr 

140,000 

587 

1,131,486 

21 

19,324 

2.52 

1.14 

15»/« 

Ernest  F  Boyce 

247,000 

280 

1,438,328 

33 

103,804 

10.95 

1.25 

23% 

George  A  Strichman 

432,554 

35 

3,224,357 

30 

231,765 

3.33 

1*8 

22% 

John  W  Partridge 

254,613 

259 

1,137,802 

19 

38,423 

50,357 

1.82 

1.44 

0.53 

65/8 

Clement  Stone 

178,052 

455 

2,137,668 

39 

37,484 

66,946 

3.75 

3.50 

1.66 

26»/« 

Arthur  J  Santry  Jr 

306,493 

171 

2,214,828 

28 

14,017 

2.56 

1.01 

143/4 

James  M  Kemper  Jr 

72,100 

798 

587,596 

23 

21,805 

7.20 

0.47 

11% 

Charles  W  Merritt 

303,334 

179 

2,837,581 

15 

364,105 

2.88 

2.30 

22V« 

Thomas  G  Ayers 

111,000 

686 

815,881 

24 

21,164 

0.60 

none 

5% 

Norman  C  Keith 

182,922 

443 

1,172,987 

26 

74,754 

4.49 

0.90 

283/8 

Joseph  V  Charyk 

135,643 

600 

1,281,369 

34 

-6,998 

-3.88 

none 

3% 

Claude  1  Carter 

102,449 

721 

1,094,879 

27 

77,617 

^146,182 

4.61 

2.84 

0.84 

315/8 

Henry  R  Roberts 

232,962 

302 

5,330,015 

127 

194,505 

353,346 

2.68 

2.44 

0.85 

7% 

Charles  F  Luce 

192,333 

417 

2,082,313 

46 

102,596 

2.41 

1.35 

12>/4 

#  William  A  BuzickJr 

224,712 

322 

3,497,137 

41 

50,018 

2.26 

0.64 

9% 

William  G  White 

219,565 

339 

823,022 

17 

119,696 

3.33 

2.10 

21% 

Robert  E  Seymour 

159,500 

522 

1,021,022 

17 

85,697 

148,197 

1.34 

2.29 

2.00 

9% 

Alphonse  H  Aymond 

173,040 

470 

1,062,362 

30 

11,086 

3.47 

1.66 

151/2 

Roy  T  Peraino 

133,002 

608 

653,162 

33 

228,527 

4.07 

1.65 

26 

Robert  S  Hatfield 

319,200 

141 

3,578,721 

49 

60,360 

103,461 

3.46 

2.21 

2.45 

34 

Nathan  H  Wentworth 

201,313 

387 

1,007,154 

27 

102,929 

5.51 

2.14 

265/s 

Roger  E  Anderson 

243,855 

290 

2,477,951 

44 

611,918 

6.47 

1.70 

44% 

Howard  W  Blauvelt 

378,402 

70 

5,803,517 

57 

t  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 


#  New  CEO  in  1975. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK:  1974 

Assets 

Sales 

Market  Value 
of  Common 

Net  Profits 

r 

Market 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

202 

428 

250 

266 

Continental  Telephone  (Dec) 

2,002,034 

637,352 

375,496 

56,333 

54 

157 

465 

■ 

tfControl  Data  (Dec) 

5,404,741 

1,750,852 

169,501 

2,991 

■ 

■ 

■ 

314 

Cook  Industries  (May) 

519,723  ' 

456,638 

45,225 

46,226 

447 

281 

184 

302 

Corning  Glass  Works  (Dec) 

987,015 

1,050,962 

528,540 

48,125 

327 

92 

119 

166 

CPC  international  (Dec) 

1,351,088 

2,570,273 

782,166 

89,778 

■ 

255 

496 

268 

Crane  (Dec) 

607,947 

1,144,031 

153,427 

56,133 

29 

356 

488 

■ 

Crocker  National  Corp  (Dec) 

10,290.179 

832,611 

154,835 

24,612 

■ 

381 

351 

359 

Crown  Cork  &  Seal  (Dec) 

542,769 

766,158 

260,865 

39,663 

293 

153 

168 

92 

Crown  Zellerbach  (Dec) 

1,526,875 

1,766,190 

586,155 

124,791 

311 

349 

414 

472 

Crum  &  Forster  (Dec) 

1,440,547 

858,524 

204,947 

27,102 

■ 

355 

■ 

■ 

Cummins  Engine  (Dec) 

689,599 

832,977 

109,314 

23,225 

■ 

417 

■ 

■ 

Cyclops  (Dec) 

340,344 

652,919 

39,704 

19,509 

■ 

467 

378 

278 

Cyprus  Mines  (Dec) 

500,489 

564,902 

239,853 

54,038 

■ 

276 

383 

244 

Dana  (Aug) 

753,162 

1,077,632 

233,360 

61,088 

■ 

352 

■ 

■ 

Daniel  International  (Sept) 

208,767 

854,486 

84,396 

13,510 

396 

248 

345 

229 

Dart  Industries  (Dec) 

1,113,565 

1,214,097 

265,511 

67,290 

■ 

472 

■ 

■ 

Daylin  (Aug) 

305,397 

560,195 

5,864 

-28,187 

489 

194 

■ 

■ 

Dayton-Hudson  (Jan) 

856,471 

1,504,469 

114,898 

25,183 

■ 

■ 

469 

443 

Dayton  Power  &  Light  (Dec) 

822,982 

299,950 

168,634 

29,666 

198 

97 

69 

61 

Deere  (Oct) 

2,022,083 

2,495,086 

1,264,641 

164,311 

■ 

■ 

211 

■ 

DEKALB  AgResearch  (Aug) 

256,575 

252,015 

449,607 

23,072 

■ 

284 

365 

363 

Del  Monte  (May) 

636,372 

1,042,608 

249,270 

39,136 

■ 

■ 

498 

410 

Delmarva  Power  &  Lt  (Dec) 

801,946 

261,916 

152,505 

32,941 

374 

244 

170 

161 

Delta  Air  Lines  (June) 

1,195,327 

1,227,127 

581,519 

90,649 

■ 

■ 

324 

■ 

Deluxe  Check  Printers  (Dec) 

103,625 

178,505 

287,557 

15,838 

495 

■ 

■ 

■ 

Deposit  Guaranty  Corp  (Dec) 

843,521 

67,379 

42,368 

6,086 

100 

328 

257 

169 

Detroit  Edison  (Dec) 

3,450,875 

898,459 

365,992 

89,252 

129 

■ 

■ 

■ 

Detroitbank  Corp  (Dec) 

2,984,261 

233,835 

94,843 

25,800 

■ 

378 

331 

286 

Diamond  International  (Dec) 

503,562 

779,286 

282,173 

51,344 

438 

311 

297 

152 

Diamond  Shamrock  (Dec) 

1,006,058 

965,246 

323,597 

94,303 

■ 

■ 

157 

331 

Digital  Equipment  (June) 

440,270 

421,884 

607,376 

44,400 

■ 

380 

■ 

■ 

Dillingham  (Dec) 

600,587 

770,470 

60,525 

17,517 

■ 

374 

■ 

■ 

Dillon  Companies  (June) 

147,831 

790,914 

136,159 

13,708 

■ 

■ 

146 

301 

Walt  Disney  (Sept) 

742,616 

429,889 

636,015 

48,328 

339 

■ 

■ 

■ 

Dominion  Bankshares  Corp  (Dec) 

1,296,404 

98,207 

53,342 

9,388 

■ 

■ 

265 

453 

R  R  Donnelley  &  Sons  (Dec) 

371,500 

453,868 

356,379 

28,778 

56 

36 

13 

14 

Dow  Chemical  (Dec) 

5,114,314 

4,938,483 

5,083,265 

587,386 

■ 

■ 

396 

■ 

Dow  Jones  (Dec) 

156,779 

192,668 

220,335 

21,345 

■ 

490 

■ 

■ 

Dravo  (Dec) 

294,433 

539,592 

59,184 

10,712 

368 

216 

180 

238 

Dresser  Industries  (Oct) 

1,204,835 

1,397,970 

551,075 

63,246 

102 

362 

192 

128 

Duke  Power  (Dec) 

3,412,019 

822,921 

508,258 

105,096 

■ 

■ 

190 

360 

Dun  &  Bradstreet  Companies  (Dec) 

345,035 

504,201 

510,298 

39,507 

50 

19 

17 

20 

E  1  du  Pont  de  Nemours  (Dec) 

5,969,300 

6,950,000 

4,428,185 

403,500 

313 

■ 

335 

251 

Duquesne  Light  (Dec) 

1,436,967 

324,944 

277,875 

59,533 

315 

189 

■ 

■ 

Eastern  Air  Lines  (Dec) 

1,410,717 

1,530,288 

61,890 

7,900 

■ 

487 

405 

344 

Eastern  Gas  &  Fuel  Associates  (Dec) 

630,078 

543,438 

212.249 

42,009 

61 

44 

4 

11 

Eastman  Kodak  (Dec) 

4,695,447 

4,583,629 

10,144,881 

629,519 

332 

155 

288 

165 

Eaton  (Dec) 

1,316,839 

1,759,668 

328,251 

89,857 

■ 

■ 

332 

■ 

Jack  Eckerd  (July) 

185,912 

489,766 

280,785 

22,381 

■  Not  on 
All  per-sha 
tt  Figures 

500  list, 
re  data  a 
include 

ljusted  for  stock  splits  and  dividends  through  May  15,  1975. 
jnconsolidated  subsidiaries. 

I 
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Roster  of  the  U.S/s  Biggest  Corporations 


Wet  Profits 

PER  SHARE  DATA:  1974 

Officers  &  Directors 

After 

Cash 

» 

His  Total 

Rank 

As  a  Group 

rtraordinary 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration} 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

149,653 

1.53 

0.98 

lO'/g 

Charles  Wohlstetter 

175,499 

457 

955,513 

20 

3,725 

111,543 

0.09 

0.13 

none 

io% 

William  C  Norris 

165,720 

494 

1,541,351 

24 

52,043 

10.12 

0.33 

H»/4 

Edward  W  Cook 

483,000 

22 

4,257,000 

34 

102,555 

2.73 

1.40 

30 

Amory  Houghton  Jr 

236,088 

298 

2,332,349 

37 

99,153 

130,854 

3.80 

4.19 

1.90 

33 

James  W  McKee  Jr 

290,689 

199 

2,683,413 

31 

91,013 

10.83 

1.37 

29% 

Thomas  M  Evans 

340,408 

117 

1,883,099 

26 

32,251 

2.40 

1.66 

15»/8 

Thomas  R  Wilcox 

196,300 

407 

2,014,508 

60 

65,188 

2.20 

none 

15 

John  F  Connelly 

57,500 

814 

852,423 

29 

208,561 

5.06 

1.70 

23% 

Charles  R  Dahl 

291,744 

196 

3,378,351 

42 

23,876 

32,359 

2.15 

1.89 

1.40 

16»/2 

B  P  Russell 

223,202 

327 

1,316,212 

24 

24,026 

46,580 

3.24 

3.35 

0.98 

16i/4 

Henry  B  Schacht 

272,000 

229 

2,755,000 

38 

33,241 

8.94 

2.30 

19% 

William  H  Knoell 

170,620 

479 

987.651 

19 

50,017 

86,571 

5.06 

4.68 

1.26 

223/4 

Henry  T  Mudd 

250,058 

268 

1,570,871 

29 

88,741 

4.20 

1.36 

16 

Rene  C  McPherson 

260,000 

253 

1,782,125 

24 

20,460 

1.90 

0.50 

12 

R  Hugh  Daniel 

108,499 

699 

708,134 

12 

111,323 

2.83 

0.44 

12% 

Justin  Dart 

285,000 

205 

2,839,919 

29 

-19,120 

-4.78 

0.14 

1 

#  Amnon  Baraess 

254,427 

260 

1,862,222 

25 

52,099 

1.57 

0.59 

7% 

Kenneth  N  Dayton 

201,883 

385 

2,171,594 

30 

51,858 

1.89 

1.66 

12»/4 

Robert  B  Killen 

109,092 

696 

829,797 

29 

207,117 

5.55 

1.50 

42% 

William  A  Hewitt 

444,960 

31 

4,259,770 

30 

30,966 

1.88 

0.20 

36% 

Thomas  H  Roberts  Jr 

120,791 

656 

900,020 

14 

57,173 

3.26 

1.23 

203/4 

Alfred  WEamesJr 

173.622 

467 

1.976,307 

45 

• 

54,597 

1.73 

1.20 

9% 

Robert  D  Weimer 

82,004 

780 

490,659 

23 

190,525 

4.56 

0.60 

29% 

William  T  Beebe 

196,875 

405 

2,754.958 

54 

21,238 

1.33 

0.47 

24% 

Joseph  L  Rose 

122,513 

647 

936,893 

21 

7,270 

2.30 

0.96 

16 

#Russ  M  Johnson 

80,674 

784 

568,340 

27 

174,137 

1.46 

1.45 

8 

William  G  Meese 

172,500 

474 

1,292,629 

32 

27,643 

7.97 

2.58 

293/4 

C  Boyd  Stockmeyer 

162,540 

506 

643,206 

27 

74,895 

4.41 

2.00 

241/4 

Richard  J  Walters 

358,675 

95 

1,771,179 

30 

141,728 

5.78 

1.23" 

21% 

Claybourne  A  Cash 

279.550 

213 

1,673,173 

21 

56,774 

3.80 

none 

503/4 

Kenneth  H  Olsen 

100,000 

728 

671,337 

16 

19,744 

38,442 

1.30 

1.46 

0.40 

4V« 

Lowell  S  Dillingham 

266,044 

239 

1,620,029 

27 

20.396 

2.30 

0.98 

237, 

Ray  E  Dillon  Jr 

114,173 

676 

655,108 

13 

83,119 

1.60 

0.12 

20% 

Donn  B  Tatum 

122,668 

646 

1,096,190 

27 

10,945 

1.71 

0.61 

93/4 

Edward  H  Ould 

121,138 

654 

634,540 

26 

47,894 

1.52 

0.54 

18% 

Charles  W  Lake  Jr 

271,131 

234 

4,798,884 

61 

557,458 

914,621 

6.35 

6.03 

1.10 

55 

Charles  B  Branch 

498,545 

18 

3,927,146 

21 

27,701 

1.44 

1.00 

15 

#William  F  Kerby 

271,941 

231 

1,695,092 

25 

21,222 

4.67 

1.60 

27 

Robert  Dickey  III 

172,800 

473 

1,579,000 

23 

105,519 

4.60 

1.40 

433/4 

John  V  James 

416,309 

43 

2,005,491 

14 

201,942 

1.80 

1.40 

10% 

Carl  Horn  Jr 

107,346 

704 

1,741,789 

50 

45,303 

1.50 

0.93 

19% 

#Hamilton  B  Mitchell 

235,885 

299 

1,601,749 

28 

909,900 

8.20 

5.50 

92% 

Irving  S  Shapiro 

301,300 

183 

4,992,751 

45 

62,625 

87,368 

2.30 

2.45 

1.72 

11% 

John  M  Arthur 

108,038 

702 

499,410 

15 

10,395 

110,729 

0.37 

0.50 

none 

3% 

Floyd  D  Hall 

252,300 

264 

3,158,713 

75 

65,254 

4.72 

0.45 

23% 

John  N  Philips 

209,808 

367 

1,310,489 

28 

840,743 

3.90 

1.92 

62% 

Walter  A  Fallon 

381,188 

65 

3,467,705 

28 

133,138 

5.19 

1.80 

19% 

EMandelldeWindt 

344,152 

113 

2,775,275 

35 

26.432 

1.20 

0.26 

15 

Stewart  Turley 

105,300 

709 

470,544 

12 

Salary,  bonus,  director's  fees 

and  deferred  compensation 

;  excludes  stock  options. 

#  New  CEO  in  1975. 
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Our  1974  Advertisers... 


AtRUNIS  AND  AIRCRAFT  MANUFACTURERS 

<v*ionvjHco 

Air  Canada 

Alaska  Airtinef 

Alleaber.y  Alrilnes 

Amedcan  Airlines 

Boeing  Commercial  Airplane  Company 

British  A 

CatutluM  &b< tfc  Airlines 

Cath-v.  PacHk  Airways 

Continental  Airflnea 

Delta  Air  Lines 

Hughes  Airwest 

Len-ChBe  Airlines 

Pan  American  WorM  Airways 

Qan t  j s  Airways 

Sabena  Belgian  Work!  Airlines 

SFO  Helicopter  AirSnes 

UTA  Fiench  Airlines 

World  Airways 

AIRLINE  ASSOCIATIONS 

AtrSne  Passengers  Association 

national  Air  Transportation  Associations 

Reuben  H.  Donnelley  (Official  Airline  Guide) 

ALCOHOUC  BEVERAGES 
Beefeater 

Chateau  Souverain 

Christian  Brothers 

Cluny  Scotch 

Coots  Beer 

Dellcato  Wines 

Ha^  &  Hazg  Pinch 

Lauder's  Scotch 

M.  La  Mont  Wine 

OM  Forester 

San  Miguel  Seer 

Sonoma  Vineyards 

Tuaca 

AUTOMOTIVE 

Bradley  Automotive 

C&cte  Porsche  Audi 

Classic  Car  Investments 

Bat 

Jensen  Motors 

Uncom-Mercury 

Lotus 

Maserati-Lany  Reed  Sport  Cars 

Rofts  Royce  Motors 

Saab 

SuK^kie  Datstm 

Volvo 

BUSINESS  EQUIPMENT,  SERVICES  eV  PRODUCTS 

Akai  America 

AlBs -Chalmers 

Apeco 

Arthur  G.  McKee  &  Company 

AT&T  Long  Lines 

Corporate  Productions 

Earl  M.  Joroensen  Steel 

E.B.S.  Data  Processing 

Electronic  Concepts  West 

First  American  OS  Leases 

Garrett  Comtionics 

General  Management  Resources 

General  Tele  phone 

GRT  Corporation 

Robert  Hain  Associates 

Hinda  Distributors 

Jdex  Corporation 

Jones  G  Laughfrn  Steel 


Ufxotttft 

Los  Angeles  Lithograph 
'  Mylee  Digftal  Science* 
FUtionai  Controls 

Nevada  national  leasing  Company 
Pacific  Telephone 
Retail  Mer^hamHsrng  Automation 
Richst d  Salt  Productions 
Time  lift  Rims 
Tymshare 
Vanier  Graphics 
White  Productions 
CAR  RENTALS 
Ajax  Rem  A  Car 
Alia  Rent-A-Car  System 
American  international  Rent- A-Car 
Atlantic  Rent-A-Car 
Avis  Rem  A  Car  System 
Budget  Rent  A  Car 
Dofiar  Rent-A-Car  Systems 
Econo-Car 
Herti  Rem -A -Car 
National  Car  Rental  System 
Payiess  Car  Rental  System 
Ramadacar 

Thrifty  Rem  A  Car  System 
World  Rent-A-Car 

COMMUNICATION  SYSTEMS 

Communications  Consultants 

Crown  Radio 

Diet  ran  International 

Eton-O- Phone 

ITT  Phone  Systems 

Norelco  Telephone  Equipment 

Liver  more  Data  Systems 

Phone -Mate 

Scott  Buttner  Communications 

Stjombefg-Carison  Communications 

TIE/ Comrmmicat  ions 

VoycaH 

Western  Tele-Communications 

CONSUMER  PRODUCTS  eV  SCRVICES 

ATWA  Electronics 

Alo  Cosmetics 

Arthur  Murray  Dance  Studios 

Asahi  Pen  tax 

A.  T.  Cross  Pens 

Audemar  Piguet  Watches 

BtCPens 

Bolex  Cameras 

Bonne  Bell  Ccsmetics 

Evjnrude  Motors 

Fibertorm  Boats 

General  Time 

Hart  Schafmer  &  Marx 

Head-To-Toe  Products 

House  Of  Almonds 

Imperial  Marine  Yacht  Sales 

Minolta  Cameras 

MJB  Coffee 

Phtffip  Morris 

Seiko  Watches 

Sun  Giant  Almonds 

Tele  cake 

Travel  Fare 

Venturi  Pipes 

Vulcain  Watches 

WestsaS 

Wyter  Watches 

CREDIT  CARDS 


A  mem:  an  Express 

Diners  Oub 

Western  States  Banfecard  Association-Master  Charge 

DIRECT  RESPONSE 

AS  American  Time 

AJrscrubber 

Berkey  Photo 

Bio-Dyne  Corporation 

OmorrJ  Goomrk 

Cumberland 

The  EagfeOub 

Enterprise  Publishing 

Foreign  Study  League 

HavemuTs 

Hftchcock  Shoes 

The  Hollander  Gallery  < 

Hubert  Simon      * 

image  Makers 

Incentive  Systems  of  America 

Indian  Arts  Trading  Co. 

Jandy  Products 

Joe  Karbo 

JS&A  flational  Sales  Group 

Kingsbury 

Lambert  Studios 

Mahan  Creations 

Mastertooch 

Methods  Research  Corporation 

Mr.  Coffee 

Package  Exhibit 

Pam  Enterprises 

Paper*  eights 

The  Rosicrucians 

She  piers 

Smoker  Products 

Standard  Hobbies 

Success  Onlimfted 

Swing -Guide 

United  Food  Processors 

WBey  System 

ENTERTAI NMENT/RECREATION/  RESORTS/ 

TOURIST  ATTRACTIONS 
Ahmanson  Theatre 
Aqua  Caiiente 
Bay  Meadows 
The  Big  Mountain 
Busch  Gardens 

Cactus  Pete's  Horseshu  Casino's 
Camp  Murietta 
The  Fort 

Furnace  Creek  Inn  and  Ranch 
The  Gaslight  Clubs 
Heavenly  Reservations 
Hollywood  Indoor  Tennis  Club 
Hotiman  &  Daw 

L-A.  Civic  Light  Opera  Association 
Las  Vegas  Host  Refund 
Konocti  Harbor  Inn 
London  Zoo 
Marine  World 
Pacific  Far  East  line 
Polynesian  Cultural  Center 
Port  O'Call  Resort  Inn 
River  Adventure  West 
Rocky  Mountain  Expeditions 
Rocky  Mountain  West  Vacation  Bureau 
Rossmoor  Leisure  World  Vacation  Funpak 
Rustier  Lodge.  Utah 
San  Francisco  Art  Deco  Exhibitions 
Sea  Pines  Plantation 
Sun  River  Ski  Holiday . 


The  Inn  At  Rancho  Bernardo 
Wagons  Ho 

Western  Standardised  Association 
Woody's  Golden  Trout  Park  Trains 

FINANCIAL 

American  Coin 

American  Plan  Investment  Corporation 

American  SSver  Corporation 

AVCO  Thrift 

Bank  of  flevada 

Benbow  Research  Corporation 

Capital  Liquidity 

Chase  Manhattan  Bank 

Commodity  Management  Systems 

Constitution  Mint 

Continental  Coin  Exchange 

FPC  Financial  Services 

Finance  America  VJP  Service  Corp. 

Financial  Assurance 

Fields,  Grant  C  Co. 

GAC  Executive  Service  Corp. 

General  Business  Services 

Grupc  Proin 

Highland -Dunes  Scotch  Investors 

International  Coin 

International  Monetary  Market  of  the 

Chicago  Mercantile  Exchange 
Kagin's  (Numismatic  Investment  Corporation 
Laneno  Reserves 

Metropolitan  International  Rare  Metals 
Newport  Equity  Funds 
Paramount  International  Com  Corporation 
Postal  Thrift  Loans 
Preferred  Investment  Corporation 

FRANCHISES 

CoRex  Plan 

Culfigan  Franchise  Business 

Genera)  Business  Services 

Harms  Industiies 

Lektro-Guard  International 

McDonalds 

McGraw-Edison 

Western  Auto  Supply 

Wow.  me. 

HOTELS/MOTELS 

Barclays  Hotel 

The  Berkshire  Hotel 

Beverly  HSIcrest  Hotel 

Beverly  Rodeo  Hotel 

Beverty  Wushirc 

Bfttmore  Hotels 

Capital  Hotel 

Carefree  Inn 

Century  Ptaia 

Continental  Hotels 

The  Continental  Plaza 

David's 

Del  Webb's  Hotel  Sahara 

Del  Webb's  Mint 

Desert  Inn  &  Country  Club 

Dorado  del  Mar  Hotel  G  Country  Club 

Fairmont 

Forum  Hotel  Jamaica 

Frontier  Hotel 

Golden  Key  Inn 

The  Greater  Pittsburgh  Airport  Hotel 

Ha  nan's 

Heathrow  Hotel 

The  Hotel  Roosevelt 

Hotel  Utah 

Imperial  Hotel  Tokyo 


talked  to  America's  most  importan 


East/ West  Inflight  magazines  reach  nearly  half  of  the 
18.1  million  people  flying  each  month  in  the  United  States 
and  abroad  on  (IS.  airlines.  Our  magazines  provide 
these  businessmen  with  stimulating,  informative  reading. 

Most  of  these  upper  income  passengers  are 
corporate  business  leaders  who  are  highly  educated  and 
employed  in  professional/managerial  capacities. 
(1974  Erdos  &  Morgan  Inflight  readership  surveys.) 

The  necessity  of  doing  business  face  to  face  means 


that  these  executives  spend  much  of  their  time  in  the  a 
Thus,  they  have  become  the  mainstay  of  the  airline 
industry.  Since  they  are  constantly  on  the  move,  they  a 
one  of  the  most  difficult  audiences  to  reach  through 
subscription  and  newsstand  publications. 

So,  how  do  you  reach  them? 

Our  589  advertisers  in  1974  found  that  the  best  w 
was  through  our  inflight  magazine  network.  And  it 
brought  them  results... exceptional  results. 


■'--■■■-f..->::-  1,'^-;A- 


to  &  Saloon 
I  Inns 


►erica  Wcstgate  Hotel 

lar+n.  Hong  Kong 
M  Hotel  Courts 
■tematfonal  Towers 
dent.  Taipei 
pect  of  Whitby  Hotel 

i bars  Biltmoic 
ts  Drake 
Eh  Inn 
Court 

|  it  Hotel 
y  River  Inn 
I  Ho  Motel  &  Casino 


CHAINS 

ia  Hotels 

i  Hawaii  Hotels 

•nte  Hoteis 

tty 
Hoteis 


I  nt  mental  Hotels 
1  Hotels 

1  Hotels  International 
ins  international 
\  Inns 

J  Inns  of  America 
i  is  of  America 
j    Hotels 

1  d  Motor  Hotels 
Intrniatlonat  Hotels 

llUAl  WEAL  ESTAn/OEV£LOPMtNT 

I  Corporation 

j  development  Council 
Ellis 

Financial  Office  Building 
;  Chamber  of  Commerce 
ta  Industrial  Development  Division 
rtb 

Center 

H»ithwefit  Association 
or  Square  Development  Co. 
>  Development 
Fletcher  Wicol 
'estern 

-amber  oi  Commerce 
usttial  Development  Division 
finia  Department  of  Commerce 
■ena  Leasing  Corporation 
umber  of  Commerce 

INCE 

Ufe  Nebraska 

eld  of  California 

i  Insurance  Management 

stment  Corporation 

rnham  &  Company 


State  Compensation  Insurance  Fun4 
Thompktns  6  Company 

LIMOUSINE  SERVICES 

John  VTait  Ltd- 

London  Town*  Livery  Service 

Orleans  Airport  Umoustne  Service 

Purvis  Car  Hire 

Wafi  Umousine  Service.  Ltd, 

MOVING/SHIFPINC 

American  Red  Ball  Trar>4» 

California  Trucking  Association 

Matson 

Novo  Airfreight 

REA  Air  Express 

Sea  Land  Service 

Ted  Peter  Trucking 

RESIDENTIAL  REAL  ESTATE 

Amelia  Island  Plantation 

AVCO  Community  Developers 

Canyon  Woods  Condominiums 

Cedar  Homes 

CMC  Realtors 

Coastal  Pacific  Realty 

Continental  Associates 

Continental  Development 

Coronado  Cays 

Coronado  Shores 

Cub  Realty 

Dart  Industries 

David  A.  Cardinal!  0  Daughters 

Destination  Resort  Corporation 

DiaWa  Keys  Apt s. 

Dillingham's  Tahoe  Keys 

Dillingham's  Tahoe  Surnmtt 

Donald  L.  Brfl«  Company 

Electronic  ReaHy  Associates 

Sangre  de  Cristo  Ranches 

The  Gallery  of  Homes 

Greenwood 

Heritage  Ranch 

Hallam  Hall 

Hancock  Park  Terrace 

Hoilistei  Ranch 

Incline  Village  Realty 

tnsta-Homes 

Keystone— Suo.  of  Ralston  Purina 

King  Woods  Village 

The  Kona  Bitlfisher 

Lake  Tahoe  Resort  &  Racquet  Club 

La  Posada  Condominium 

The  Larwin  Croup 

Le  Rondeiet 

Utval 

Lomas  Santa  Fe 

Manchester  Plaza  Apartments 

Marina  City  Ckjb 

Mariner's  Bay 

Morrison  Homes 

Mount  La  Jolla 

North  star 

O 'Me  ara- Chandler 

Ortndawoods 

Pacific  Heights  Towers  . 

Pajaro  Dunes 

Palm  Beach  Towers 

Palm  Springs  Btltrnore  Condominiums 

Penta  Pacific  Properties 

Pine  Cobble 

Previews 

Prlntc ville  at  Hanalei 

The  Ranch  at  Roaring  Fork 


Rancho  California 
Ranches  Lake  Conchas 
,REC  Investment  Corporation 
Regency  Towers 
Robtno'Ladd  of  Florida 
Sea&rook  Island  Company 
Solana  Beach  fc  Tennis  Club 
Spring  Valley  Lake 
Summit  House  East 
Sun  Rise  Country  Club 
Sua  Vitoty  Realty 
Tahoe  Dormer 
Three  Fountains  Provo 
Transcontinental  Realty 
Tristar  Western 
Vacation  ConcVs  Maul 
ViHa  Aiejo 
Wflshire  Diversified 
Wolf  Creett  VlHage    . 
Woif  Uurei 
Woodmtnster 

RESTAURANTS 

ASoto'S 

Alpine  Vll lage  Inn 

The  Aspen  Mine  Company 

Bantam  Cock 

Benihana  Of  Tokyo 

Black  Angus 

The  Blue  Fox 

Bratsbeilar 

Brown  Derby 

Cametot  Inns 

Casa  BonHa 

Chads 

Charley  Brown's 

Chez  Bacchus  » 

Chez  Francoise 

Chung's 

Dale's 

David's 

Devre's 

Deianey's 

Donkins  inns 

Dutch  inns 

Fiasco- 

Foumou  Ovens 

Golden  Apple 

The  Greenhouse 

Graf  Zeppelin 

The  Ground  Round 

Harry's  Bar  0  American  GrSI 

Harvey's 

Hungry  Tiger 

Kamehachi 

Kelly's  Prime  Steaks 

King  Arthur's  Pub 

L3  Chcmtnee 

La  Fontaine 

Le  Cote  d'Azur 

Lehr's  Greenhouse 

Le  Versailles 
Lodeon 
Lubach's 
MacArlhur  Park 

Madame  Wu's  Garden 

Magk  Pan 

Manny  Wolfs 

Maxim's 

Montana  Mining  Co. 

The  Original  Bobby  McGee's  Conglomeration 

Nate's  inner  Circle 

Natl's 


O'Hare  International  Tower  Restaurants 

The  Players 

Port  O  Call 

Port  St.  Louis 

The  Presidents 

Prunler 

Raffles 

Rant*  Dazrfc 

Richardson's  Bay  View 

Shelter  Island's  Bail  Hai 

Sky  Chefs 

Sportsmen's  Lodge 

Su  Casa 

The  Last  Moving  Picture  Company 

The  Taberna 

Tail  OThe  Cock 

That  Steak  Joynt 

Thompson's  Sea  Girt  House 

Tom  Ham's  Lighthouse 

The  Tower 

Victoria  Station 

The  Wharf 

The  Windsor 

RtTAIL  STORES 

Afdts  Browne  Fine  Arts.  Ltd. 

Amsterdam  Airport  Shopping  Centre 

Anderson  £.  Sheopard 

Bet-Air  Camera  f>  Hi  Fl 

BouskeH  Spode  Specialists 

Burberry's 

Design  Research 

Dunhitl 

Gary  Evan*  Hawaii  Nursery 

Harris  &  Frank 

Hatreds 

Hawkes  of  Savile  Row 

Heirloom  &  Howard  Limited 

L  Magnin 

Jerry  Magnin 

K.  Miklmoto  &  Co.,  Lt4- 

K-  Llyeda 

LewRfcter 

Lido  Fashions 

The  Knife  Shop 

KutchmSky 

Margaret  Keane  Gallery 

the  Hew  international  Art  Centre 

The  Scotch  House 

Reject  China  Shop 

Shkokiya 

The  Tartan  Gift  Shops 

Wellington  Jewels 

TOURISM 

All  Year  Association  of  Santa  Barbara 

Del  Marco  Charter  Association 

Edinburgh  Festival  Society 

Greyhound  Tours 

Japan  Association  for  the  Internal  Ocean  Exposition 

London  Tourist  Board 

Mission  Bay 

Mississippi's  Agricultural  &  Industrial  Board 

Monterey  Peninsula  Visitors  &  Convention  Bure*t» 

Mew  Zealand  Government  Tourist  Office 

Palm  Springs  Convention  &  Visitors  Bureau 

Rocky  Mountain  West  Vacation  Bureau 

San  Mateo  County  Convention  £  Visitors  Bureau 

Singapore  Tourist  Promotion  Board 

Southern  CaWorni*  Visitors  Council 

Tourism  Bureau — Repuhfic  of  China 

Tourist  Division  (New  Mexico) 

Travet  Development  Division  {Expo  74) 


msinessmen. 


aj  Our  reader  response  service  is  producing  requests 
iformation  frorh  our  advertisers  at  a  rate  of  12,000 

armonth.  Certainly,  proof  that  our  magazines  are  well 
!.  in  fact,  the  1974  Erdos  &  Morgan  readership 
eys  determined  that  78%  of  all  our  passengers  are 
ig  our  magazines... that's  12  million  primary 

«iers  each  month  and  at  a  cost  per  thousand  of  only 
8  per  primary  reader. 
We  have  a  great  many  advertiser  success  stories 


to  talk  about  from  1974,  and  we  expect  many  more  in'75. 
Yours  can  be  one  of  them.  Let's  talk. 

East/ West  Network,  Inc. 

Publishers  of  Airline  Inflight 
&  Hotel  Inroom  Magazines 

for  Allegheny,  Continental,  Delta,  Hughes  Airwest,  Ozark,  Pan  Am,  PSA,  United  and 
Holiday  Inn.  Headquarters:  5900  Wilshire  Blvd.,  Suite  300,  Los  Angeles,  CA 90036 
(213)937-5810.  Offices  in  New  York,  Chicago,  San  Francisco  and  Miami 


o 


The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1974 

,_                                      A 

^■■■■■■■■■Iv 

Assets 

Sales 

Market  Value 
of  Common 

Market 

Net 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

(WOO) 

($000) 

($000) 

($000) 

■ 

■ 

310 

■ 

Economics  Laboratory  (June) 

169,487 

230,755 

299,976 

13,742 

184 

239 

325 

209 

El  Paso  Company  (Dec) 

2.121,616 

1,251.363 

286,272 

74,321 

■ 

■ 

500 

■ 

Electronic  Data  Systems  (June) 

114,849 

118.734 

150,875 

15,349 

■ 

385 

■ 

388 

Ettra(Sept) 

515,119 

763,931 

146,660 

35,397 

■ 

258 

66 

178 

Emerson  Electric  (Sept) 

713,144 

1,137,771 

1,288,455 

86,650 

■ 

■ 

348 

■ 

Emery  Air  Freight  (Dec) 

64,171 

204,041 

261,635 

12,544 

319 

28 

187 

119 

Engelhard  Minerals  &  Chemicals  (Dec) 

1.382,796 

5,376,649 

525,152 

110,164 

164 

■ 

■ 

■ 

Equimark  (Dec) 

2,389,790 

270,041 

34,681 

9,605 

350 

■ 

■ 

■ 

Equitable  Bancorp  Baltimore  (Dec) 

1,249,437 

101,550 

53,714 

9,724 

395 

■ 

■ 

■ 

Equitable  Life  Insurance  Co  of  Iowa  (Dec) 

1,113,828 

151,293 

44,775 

10,074 

346 


41 
292 
267 

1 


289 
393 


227 

210 
■ 
2 
474 


Esmark(Oct)  1,266,143  4,615,715  327,308  68,066 

Ethyl  (Dec)  783,049  1,019,559  221,969  74,297 

Evans  Products  (Dec)  709,105  1,109,982  46,712  -44,414 

Exxon  (Dec)  31,332,440  42.061,336  14,453,058  3,142,192 

FairchiW  Camera  &  Instrument  (Dec)  296,955  392,245  87,754  27,032 


6 
375 
277 
122 


121 


62 


268  440 

105  122 

■  ■ 

76  101 


Farmers  Croup  (Dec)  184,613  97.772  352,845  29,897 

Federal  National  Mortgage  Assoc  (Dec)  29,670,740  2.127,022  868,807  107,358 

Federated  Capital  Corp  (Dec)  1,193,251  87,315  46,773  6,760 

Federated  Department  Stores  (Jan)  1,613,921  3,269,108  1.146,599  119,013 

Fidelcor  (Dec)  3,015,747  279,525  90,188  19,008 


264 
499 
335 
227 
125 
378 


55         123 


66 


Fidelity  Union  Bancorp  Newark  (Dec)  1,656,876  118,937  97,850  18,397 

Fifth  Third  Bancorp  (Dec)  833,795  68,993  53,245  8,915 

Financial  Federation  (Dec)  1,305,556  101,696  28,829  9,127 

Financial  General  Bankshares  (Dec)  1,830.445  136,373  22,712  3,145 

Firestone  Tire  &  Rubber  (Oct)  2,997,938  3,674,890  762,495  154,025 

First  Alabama  Bancshares  (Dec)  1.184,049  96,827  59,988  12,834 


294 
230 
304 

40 
287 

64 


483 


197         267 

■  ■ 

357         333 


First  Amtenn  Corp  Nashville  (Dec)  1,524,914  117,875  45,752  6,022 

First  &  Merchants  Corp  Richmond  (Dec)  1,813,205  154,295  47,691  9,723 

First  Banc  Group  of  Ohio  (Dec)  1,473,900  117,719  96,330  15.815 

First  Bank  System  (Dec)  7,213,785  548.642  491,103  56,218 

First  Boston  Corp  (Dec)  1,561,310  98,590  34,751  7,183 

First  Charter  Financial  (Dec)  4,529,281  335,974  258,162  43,868 


13 

365 
80 
361 
297 
257 


165 


141 


127 


First  Chicago  Corp  (Dec)  19,138,536  1,706,303  679,943  105,301 

First-Citizens  Bank  &  Trust  NC  (Dec)  1.208.971  90,225  25,000  5,032 

First  City  Bancorporation  of  Texas  (Dec)  4,067,035  307,062  147,111  24,419 

First  Commerce  Corp  (Dec)  1,223,305  100,770  17,893  5.745 

First  Commercial  Banks  Albany  (Dec)  1,513,448  101,642  50,079  10,664 

First  Empire  State  Corp  (Dec)  1,690,399  146,390  30,114  4,518 


363 
436 
52 
400 
390 
307 


■ 
195 


334 


First  Financial  Corp  Tampa  (Dec)  1,218,216  87,227  32,633  4,300 

'First  Hawaiian  Inc  (Dec)  1,008,384  78,252  45,660  8,368 

First  International  Bancshares  (Dec)  5,792,112  451,928  493,220  43,669 

•first  Kentucky  National  Corp  (Dec)  1.108,720  90,323  56,574  9,850 

First  Maryland  Bancorp  (Dec)  1,122,460  86,119  39,429  4,147 

First  National  Bancorp  Denver  (Dec)  1,458,283  123,227  44,080  12,770 


34  334  314  280  First  National  Boston  (Dec)  8,713,752  886,003  297,372  53,359 

364  ■  ■  ■  First  National  Charter  Corp  Kansas  CHy  (Dec)  1.217,410  85,794  72,163  10,233 

371  ■  ■  ■  First  National  Cincinnati  Corp  (Dec)  1.198,521  90,943  71,100  13,303 

159  ■  ■  ■  First  National  Holding  Corp  Atlanta  (Dec)  2,469,554  207,955  43,602  9,392 

169  ■  ■  ■  First  National  State  Bancorp  N  J  (Dec)  2.293,094  146,878  78,765  14,021 

■  347  ■  ■  First  National  Stores  (Mar)  134,568  859,598  23,751  -13,466 


■  Not  on  500  list. 

All  per-share  date  adjusted  for  stock  splits  and  dividends  through  May  15.  1975. 


5)  Formerly  First  Hawaiian  Bank. 

6)  Formerly  First  National  Bank  Trustees. 
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Roster  of  the  U.S/s  Biggest  Corporations 


Net  Profits 

PER  SHARE  DATA:  1974 

Officers  &  Directors 

After 
Extraordinary        Cash 

t 

His  Total 

Rank 

As  a  Group 

Earnings 

Market 

Total 

Number 

Items             Flow 

Before         After 

Price 

Remuneration} 

Among  826 

Remuneration 

In 

($000)           ($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

18,593 

1.10 

0.37 

24 

Edward  B  Osborn 

126,732 

627 

1,375,228 

40 

226,333 

2.66 

1.00 

ioy4 

Howard  Boyd 

254,232 

261 

1,301,126 

17 

21,745 

1.28 

0.35 

12i/2 

H  Ross  Perot 

68,000 

803 

431,756 

13 

48,610 

4.70 

1.50 

19»/2 

Joseph  A  Keller 

196,867 

406 

1,129,826 

25 

114,459 

1.66 

0.70 

24»/2 

Charles  F  Knight 

300,000 

184 

2,329,035 

38 

13,573 

1.61 

0.91 

33»/2 

James  J  McNulty 

82,979 

776 

964,647 

25 

128,206 

3.96 

0.69 

173/4 

Milton  F  Rosenthal 

364,425 

79 

3,643,819 

28 

11,181 

2.31 

0.84 

8% 

Marion  A  Cancelliere 

209,239 

369 

654,130 

28 

11,963 

2.75 

0.19 

15'/4 

#John  A  Luetkemeyer 

93,736 

751 

658,557 

33 

10,088           10,491 

2.02           2.02 

0.35 

9 

Kenneth  R  Austin 

84,886 

771 

463,647 

21 

112,952 

5.58 

1.00 

27% 

Robert  W  Reneker 

350,560 

104 

1,817,575 

23 

114,473 

7.41 

1.20 

233/8 

Floyd  D  Gottwald  Jr 

236,840 

297 

2,729,407 

36 

-27,616 

-2.69 

0.45 

2% 

Monford  A  Orloff 

182,125 

444 

1,680,571 

24 

4,406,759 

14.04 

5.00 

645/8 

John  K  Jamieson 

703,767 

2 

9,154,876 

64 

41,124 

5.17 

0.75 

17 

Wilfred  J  Corrigan 

174,384 

463 

1,845,407 

26 

31,875 

3.44 

0.90 

45 

Robert  E  Early 

197,450 

403 

1,551,722 

41 

107,358 

2.30 

0.68 

183/8 

Allan  0  Hunter 

115,257 

674 

824,745 

23 

7,978 

1.33 

0.60 

9 

#Lovett  Baker 

125,000 

640 

641,000 

15 

175,177 

2.69 

1.14 

257s 

Ralph  Lazarus 

300,000 

184 

4,650,744 

44 

22,333 

3.99 

2.20 

183/4 

#  Howard  C  Petersen 

166,271 

490 

829,342 

25 

20,109 

4.66 

2.25 

25 

C  Malcolm  Davis 

169,379 

482 

710,496 

23 

9,549 

3.85 

1.53 

23 

William  S  Rowe 

85,147 

769 

575,827 

32 

9,804 

2.26 

none 

71/* 

Edward  L  Johnson 

146,400 

566 

791,693 

28 

5,557 

0.56 

0.35 

4»/8 

William  J  Schuiling 

101,286 

725 

547,376 

14 

290,139 

2.71 

1.03 

133/g 

Richard  A  Riley 

292,700 

192 

2,325,625 

26 

14,780 

2.67 

0.90 

12»/2 

Frank  A  Plummer 

130,705 

617 

845,364 

46 

7,492 

1.05 

0.74 

8 

Andrew  B  Benedict 

84,112 

774 

571,148 

27 

11,816 

2.96 

1.46 

14'/2 

C  Coleman  McGehee 

94,294 

748 

1,557,343 

71 

17,679 

3.04 

1.10 

18V2 

John  G  McCoy 

194,833 

411 

332,849 

8 

62,285 

3.81 

1.41 

331/4 

Donald  R  Grangaard 

199,013 

400 

1,602,576 

55 

7,748 

2.30 

0.75 

II1/4 

Emil  J  Pattberg  Jr 

250,000 

269 

10,042,889 

167 

45,370 

1.64 

none 

95/s 

S  Mark  Taper 

120,833 

655 

569,385 

23 

116,772 

2.67 

0.88 

171/4 

Gaylord  Freeman 

422,614 

39 

2,369,767 

35 

5,032 

50.31 

2.50 

250 

Lewis  R  Holding 

90,764 

755 

421,256 

26 

27,817 

2.70 

0.90 

I61/4 

James  A  Elkins  Jr 

140,767 

586 

1,037,618 

25 

7,179 

2.73 

1.00 

8»/2 

James  H  Jones 

159,750 

520 

767,725 

32 

12,279 

2.03 

1.00 

95/s 

Victor  J  Riley  Jr 

76,911 

791 

634,226 

20 

6,339 

1.58 

1.50 

IO1/2 

Charles  R  Diebold 

132,811 

609 

552,199 

20 

>  6,771 

0.58 

0.36 

43/8 

Chester  H  Ferguson 

2,400 

826 

494,095 

18 

io,064 

2.75 

1.35 

15 

John  D  Bellinger 

153,725 

539 

636,435 

18 

47,618 

3.10 

1.00 

35 

Robert  H  Stewart  III 

213,500 

356 

1,134,716 

28 

10,712 

3.65 

1.40 

21 

#Hugh  M  Shwab 

112,600 

680 

565,080 

35 

5,450 

1.34 

1.28 

13 

J  Owen  Cole 

87,154 

765 

671,403 

39 

15,338 

5.79 

1.70 

20 

Bruce  D  Alexander 

91,103 

754 

1,002,551 

37 

70,950 

4.42 

1.69 

245/g 

Richard  D  Hill 

189,836 

425 

881,706 

30 

11,106 

5.99 

2.10 

421/4 

Barret  S  Heddens  Jr 

79,984 

786 

581,636 

27 

14,366 

3.70 

1.45 

193/4 

William  N  Liggett 

126,483 

630 

450,934 

20 

12,010 

2.33 

1.16 

103/4 

Edward  D  Smith 

157,456 

528 

1,248,303 

53 

15,910 

3.42 

2.00 

185/8 

Robert  R  Ferguson  Jr 

110,000 

690 

725,316 

40 

-14,858          -6,844 

-9.81       -10.83 

0.50 

21 

Alan  L  Haberman 

100,000 

728 

540,535 

18 

"  Salary,  bonus,  director's  fees 

and  deferred  compensation;  excludes  stock  optior 

is.                     #  New  CEO  in  1975. 

FORBES,   MAY   15,   1975 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1974 

Assets 

Sales 

Market  Value 
of  Common 

Net  Profits 

' 

Market 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

420 

■ 

■ 

■ 

First  Oklahoma  Bancorporation  (Dec) 

1,047,787 

77,663 

52,517 

10,175 

42 

422 

452 

386 

First  Pennsylvania  Corp  (Dec) 

6,883,342 

644.760 

178,719 

35,671 

228 

■ 

■ 

First  Security  Corp  Salt  Lake  City  (Dec) 

1,825,265 

149,114 

137,174 

18,712 

260 

■ 

■ 

First  Tennessee  National  Corp  (Dec) 

1,677,771 

148,827 

58,876 

8,585 

434 

■ 

■ 

First  Texas  Financial  (Dec) 

1,015,745 

78,198 

13,650 

3,873 

482 

■ 

■ 

First  Tulsa  Bancorp  (Dec) 

873,448 

63,944 

48,488 

6.965 

190 

■ 

■ 

'First  Union  Corp  North  Carolina  (Dec) 

2,070,097 

192,194 

47.943 

11.093 

161 

■ 

■ 

First  Union  Inc  St  Louis  (Dec) 

2,442,297 

181,132 

77,341 

15.482 

457 

■ 

■ 

First  United  Bancorp  Fort  Worth  (Dec) 

964,749 

71,990 

29,820 

7,716 

439 

■ 

■ 

First  Virginia  Bankshares  Corp  (Dec) 

1,005,991 

85,748 

43,646 

6,015 

97 

■ 

■ 

'First  Wisconsin  Corp  (Dec) 

3,503,348 

.     305,551 

47,852 

4.306 

■ 

449 

■ 

Fischbach  &  Moore  (Sept) 

227,901 

582,868 

64,252 

10.836 

■ 

259 

■ 

Fisher  Foods  (Dec) 

263,782 

1,124,404 

58,549 

12.581 

246 

■ 

■ 

'Flagship  Banks  Inc  (Dec) 

1,731,937 

136,560 

46,629 

7,950 

■ 

227 

■ 

Fleming  Companies  (Dec) 

130,529 

1,293,124 

62,853 

10,135 

288 

■ 

■ 

Florida  National  Banks  of  Florida  (Dec) 

1,538,762 

103,403 

70,032 

15.664 

310 

■ 

458 

345 

Florida  Power  (Dec) 

1,455,770 

404,993 

173,799 

41,828 

128 

314 

185 

126 

Florida  Power  &  Light  (Dec) 

2,992,430 

951,055 

527,775 

105,474 

■ 

368 

346 

408 

Fluor  (Oct) 

41?,265 

801,322 

265,356 

33,245 

261 

125 

283 

193 

FMC  (Dec) 

1,672,071 

2.074,070 

338,810 

80,887 

■ 

104 

■ 

■ 

Food  Fair  Stores  (July) 

457,750 

2,380,561 

30,818 

8,926 

19 

4 

29 

22 

Ford  Motor  (Dec) 

14,152,700 

23,620,600 

3,110,083 

360,900 

■ 

118 

■ 

420 

Foremost-McKesson  (Mar) 

794,998 

2,146,996 

119,095 

31,638 

■ 

■ 

441 

■ 

Fort  Howard  Paper  (Dec) 

138,812 

156,601 

184,688 

19,492 

■ 

338 

■ 

■ 

Foster  Wheeler  (Dec) 

400,655 

875,704 

55,116 

12,701 

250 

■ 

237 

374 

Franklin  Life  Insurance  (Dec) 

1,712,080 

308,152 

393,825 

37,660 

■ 

■ 

225 

195 

Freeport  Minerals  Company  (Dec) 

418,350 

247,509 

410,167- 

80,245 

430 

224 

472 

■ 

Fruehauf  (Dec) 

1,020,856 

1,314,966 

166,460 

22,730 

■ 

482 

■ 

■ 

Fuqua  Industries  (Dec) 

440,934 

550,719 

27,791 

9,556 

■ 

316 

■ 

415 

GAF(Dec) 

710,460 

948,809 

95.287 

32,493 

■ 

199 

■ 

■ 

Gamble-Skogmo  (Jan) 

649,330 

1,487,455 

109,277 

24,986 

■ 

■ 

198 

409 

Gannett  (Dec) 

308,623 

326,896 

490,319 

33,235 

■ 

■ 

317 

■ 

Gardner-Denver  (Dec) 

319,740 

328,198 

293,834 

23,655 

■ 

■ 

364 

■ 

General  American  Oil  Texas  (June) 

285,020 

82,750 

251,526 

23,994 

369 

■ 

299 

263 

General  American  Transportation  (Dec) 

1,202,515 

512,599 

321,327 

57,441 

■ 

■ 

■ 

473 

General  Cable  (Dec) 

363,014 

518,690 

103,450 

27,068 

377 

137 

422 

284 

General  Dynamics  (Dec) 

1,184,708 

1,968,416 

201,086 

51,623 

32 

11 

9 

13 

General  Electric  (Dec) 

9,369,100 

13,413,100 

6,095.977 

608,100 

220 

74 

102 

99 

General  Foods  (Mar) 

1,855,290 

2,986,692 

889,728 

119,480 

■ 

420 

■ 

■ 

General  Host  (Dec) 

203,064 

645,506 

7,590 

10,839 

394 

131 

92 

207 

General  Mills  (May) 

1,116,899 

2,000,103 

965,561 

75,137 

11 

2 

5 

9 

General  Motors  (Dec) 

20,381,402 

31,549,546 

8,806,616 

950,069 

101 

343 

193 

136 

General  Public  Utilities  (Dec) 

3,424,555 

862,434 

497,259 

101,043 

418 

■ 

96 

417 

General  Reinsurance  (Dec) 

1,048,989 

390,694 

941,985 

32,270 

■ 

■ 

449 

■ 

General  Signal  (Dec) 

351,299 

470,278 

180,904 

20,645 

26 

24 

43 

36 

General  Telephone  &  Electronics  (Dec) 

11,976,756 

5,661,510 

2,133,709 

272,732 

305 

163 

390 

201 

General  Tire  &  Rubber  (Nov) 

1,472,326 

1,726,199 

224,205 

78,113 

■ 

250 

■ 

■ 

Genesco  (July) 

556,238 

1.184,727 

37,452 

17,128 

■ 

457 

254 

■ 

Genuine  Parts  (Dec) 

204,322 

572,833 

372,091 

24,005 

■  Not  on  500  list.                                                                                                                                  7)  Formerly  Cameron  Financial  Corp. 
All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1975.                                 8)  Formerly  First  Wisconsin  Bankshares 

9)  Formerly  United  First  Florida  Banks. 
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jster  of  the  U.S/s  Biggest  Corporations 


1  Profits 

PER  SHARE  DATA:  1974 

Officers  &  Directors 

tfter 

Cash 

A 

His  Total 

Rank 

As  a  Group 

ordinary 

Earnings 

Market 

Total 

Number 

terns 

Flow 

Before 

After 

Price 

Remuneration^ 

Among  826 

Remuneration 

In 

1000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

11,429 

1.04 

none 

53/4 

Charles  A  Vose 

75,600 

792 

470,667 

14 

39,842 

2.73 

1.32 

13% 

John  R  Bunting 

214,031 

353 

1,996,422 

44 

21,697 

3.54 

1.18 

263/4 

George  S  Eccles 

99,695 

738 

640,553 

31 

12,100 

0.97 

0.44 

6% 

Ronald  A  Terry 

89,996 

758 

861,547 

35 

4,698 

2.48 

0.40 

m 

John  L  Ingle 

100,000 

728 

483,361 

16 

8,552 

4.17 

1.61 

29 

John  L  Robertson 

70,550 

800 

414,460 

43 

15,191 

1.82 

0.92 

7% 

C  Clifford  Cameron 

116,050 

670 

534,312 

32 

17,678 

5.13 

2.60 

25»/« 

Edwin  S  Jones 

140,982 

585 

776,846 

24 

8,780 

2.98 

0.60 

llt/2 

Paul  W  Mason 

139,000 

593 

425,716 

14 

7,840 

0.66 

0.45 

4% 

Ralph  A  Beeton 

100,049 

726 

893,876 

45 

9,008 

1.03 

1.76 

11% 

George  F  Hasten 

133,673 

606 

1,071,670 

55 

16,562 

3.31 

1.00 

19% 

Allen  D  Fischbach 

151,319 

548 

1,064,641 

12 

23,272 

2.02 

0.35 

9% 

John  Fazio 

195,000 

410 

1,249,014 

16 

7,950 

1.15 

0.70 

6% 

#C  Howard  McNulty 

67,554 

804 

2,378,171 

118 

14,851 

1.65 

0.65 

10% 

Richard  D  Harrison 

210,768 

361 

986,278 

18 

17,350 

1.59 

0.24 

7»/8 

Chauncey  W  Lever 

56,342 

816 

306,773 

19 

70,406 

2.42 

1.95 

13»/2 

Andrew  H  Hines  Jr 

82,883 

777 

694,629 

25 

180,249 

2.76 

1.33 

15V2 

Marshall  McDonald 

205,379 

376 

1,869,561 

41 

58,029 

2.11 

0.15 

18 

J  Robert  Fluor 

388,011 

60 

2,367,041 

23 

150,719 

2.40 

0.92 

10% 

Robert  H  Malott 

327,646 

133 

2,240,505 

33 

26,082 

1.18 

0.20 

4% 

Jack  M  Friedland 

100,000 

728 

1,094,352 

20 

1,284,400 

3.86 

3.20 

33% 

Henry  Ford  II 

306.247 

173 

6,603,939 

55 

42,272 

2.40 

0.88 

10% 

William  W  Morison 

191,105 

421 

1,773,275 

27 

!0,108 

23,948 

1.47 

1.52 

0.36 

14 

Paul  J  Schierl 

59,215 

813 

671,743 

17 

18,273 

3.47 

0.98 

15% 

Frank  A  Lee 

145,905 

570 

1,796,288 

31 

7,738 

39,166 

1.79 

1.80 

0.69 

183/4 

George  E  Hatmaker 

110,000 

690 

930,489 

24 

93,996 

5.18 

1.20 

26»/2 

Richard  C  Wells 

245,401 

285 

2,466,346 

40 

72,945 

1.91 

1.80 

14 

Robert  D  Rowan 

338,664 

120 

2,413,738 

27 

27.557 

1.07 

none 

3'/4 

John  B  Fuqua 

220,600 

334 

1,141,165 

21 

57,274 

2.13 

0.46     ' 

7>/4 

Jesse  Werner 

400,000 

52 

2,279,097 

37 

35,671 

5.52 

1.40 

193/4 

Berlin  C  Gamble 

162,500 

507 

1,719.877 

33 

43,173 

1.58 

0.38 

23»/4 

Allen  H  Neuharth 

225,000 

318 

1,582,600 

18 

32,682 

1.43 

0.76 

173/4 

Lynn  L  Leigh 

125,639 

635 

935,848 

22 

36,677 

3.70 

0.65 

383/4 

Algur  H  Meadows 

NA 

- 

965,805 

35 

93,889 

4.54 

1.80 

27 

Thomas  M  Thompson 

230,906 

304 

1,637,597 

25 

34,967 

1.90 

0.54 

7»/4 

Robert  P  Jensen 

250,000 

269 

1,962,532 

41 

•2.910 

101,860 

4.94 

5.06 

none 

19'/4 

David  S  Lewis 

330,596 

129 

2,665,169 

29 

984,300 

3.34 

1.60 

33% 

Reginald  H  Jones 

501,200 

16 

17,717,403 

127 

174,54,4 

2.40 

1.40 

17% 

James  L  Ferguson 

270,293 

236 

4,090,265 

49 

6,944 

19,213 

5.87 

9.17 

0.40 

4% 

Harris  J  Ashton 

167,722 

484 

890,953 

19 

111,486 

3.18 

1.11 

40»/2 

James  P  McFarland 

336,000 

124 

2,484,737 

30 

2,655,014 

3.27 

3.40 

303/4 

Thomas  A  Murphy 

286,125 

203 

6,946,134 

69 

0,010 

185,413 

2.25 

2.45 

1.68 

io»/2 

William  G  Kuhns 

194,500 

412 

635,131 

16 

10,579 

32,270 

5.93 

5.62 

0.40 

173 

Harold  J  Hudson  Jr 

158,360 

524 

3,354,804 

80 

29,153 

2.71 

0.70 

233/4 

Nathan  R  Owen 

217,120 

347 

1,167,514 

19 

841,976  • 

2.13 

1.74 

16% 

Leslie  H  Warner 

307,307 

169 

2,282,537 

30 

120,842 

3.60 

1.08 

io>/2 

Michael  G  O'Neil 

222,472 

330 

1,537,559 

17 

33,673 

1.07 

none 

3 

Franklin  M  Jarman 

137,000 

597 

1,645,004 

50 

27,383 

1.53 

0.53 

233/4 

Wilton  D  Looney 

150,000 

552 

1,786,203 

33 

lary,  bonus 

,  director's  fees. 

and  deferred  compensation;  excludes  stock  option 

s.                     #  New  CEO  in  1975. 

NA— Less  than  $40,000 

exact  amount  not  available. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1974 

Assets 

Sales 

Market  Value 
of  Common 

Net  Profits      • 

Market 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($D0D) 

($000) 

175 

102 

60 

60 

Georgia-Pacific  (Dec) 

2,230,670 

2,432,350 

1,433,000 

164,350 

124 

79 

31 

33 

Getty  Oil  (Dec) 

3,003,622 

2,742,269 

2,947,881 

280,973 

■ 

392 

■ 

■ 

Giant  Food  (Feb) 

156,626 

741.043 

26,106 

6,979 

275 

■ 

■ 

■ 

Gibraltar  Financial  California  (Dec) 

1,620,461 

122,837 

31,798 

8,213 

444 

241 

122 

173 

Gillette  (Dec) 

998,490 

1,246,422 

762,696 

87,739 

95 

■ 

■ 

■ 

Girard  (Dec) 

3,541,103 

296,432 

71,456 

14,055 

483 

■ 

■ 

■ 

Golden  West  Financial  (Dec) 

869,750 

69,374 

43,209 

7,836 

267 

138 

429 

283 

B  F  Goodrich  (Dec) 

1,646,862 

1,966,239 

193,091 

52,023 

73 

30 

98 

63 

Goodyear  Tire  &  Rubber  (Dec) 

4,241,626 

5,256,247 

918,232 

157,461 

■ 

394 

■ 

431 

Gould  (June) 

526,382 

739,747 

137,104 

30,439 

■ 

463 

228 

496 

Government  Employees  Insurance  (Dec) 

816,770 

569,018 

407,560 

26,125 

158 

58 

143 

82 

W  R  Grace  (Dec) 

2,476,239 

3,472,291 

657,785 

130,558 

■ 

■ 

389 

■ 

WW  Grainger  (Dec) 

163,231 

315,232 

224,763 

16,753 

■ 

182 

■ 

■ 

Grand  Union  (Feb) 

326.010: 

1,562,736 

49,337 

9,504 

406 

153 

■ 

■ 

W  T  Grant  (Jan) 

1,079,767 

1,766,190 

26,177 

-177,340 

432 

21 

444 

■ 

Great  Atlantic  &  Pacific  Tea  (Feb) 

1,018,599 

6,874,611 

183,461 

-157,071 

■ 

412 

440 

248 

Great  Northern  Nekoosa  (Dec) 

618,788 

673,889 

187,012 

60,332 

57 

■ 

388 

403 

Great  Western  Financial  (Dec) 

5,030,766 

380,546 

225,710 

33,524 

467 

■ 

■ 

■ 

Greater  Jersey  Bancorp  (Dec) 

926,900 

61,413 

26,909 

5,810 

324 

59 

214 

258 

Greyhound  (Dec) 

1,357,328 

3,458,336 

432,581 

57,955 

■ 

264 

■ 

448 

Grumman  (Dec) 

445,384 

1,112,856 

68,860 

29,329 

143 

110 

243 

140 

Gulf  &  Western  Industries  (July) 

2,683,022 

2,295,519 

380,333 

100,646 

473 

■ 

■ 

■ 

Gulf  Life  Holding  (Dec) 

909,483 

243,481 

115,560 

23,609 

25 

8 

25 

5 

Gulf  Oil  (Dec) 

12,503,000 

16,458,000 

3,431,165 

1,065,000 

■ 

■ 

■ 

406 

Gulf  Resources  &  Chemical  (Dec) 

218,408 

244,821 

58,304 

33,367 

334 

■ 

337 

294 

Gulf  States  Utilities  (Dec) 

1,307,460 

369,606 

274,630 

49,853 

285 

68 

36 

75 

Halliburton  (Dec) 

1,563,816 

3,098,385 

2,635,268 

146,210 

386 

■ 

■ 

■ 

Hamilton  Bancshares  Chattanooga  (Dec) 

1,143,367 

104,401 

28,790 

3,926 

■ 

441 

■ 

387 

Hammermill  Paper  (Dec) 

416,851 

607,488 

79,932 

35,482 

■ 

■ 

394 

■ 

Hanna  Mining  (Dec) 

396,751 

272,227 

220,875 

20,503 

76 

■ 

■ 

470 

Harris  Bankcorp  (Dec) 

4,102,424 

345,376 

134,476 

27,370 

199 

■ 

■ 

■ 

Hartford  National  (Dec) 

2,020,337 

147,032 

35,337 

7,813 

402 

■ 

■ 

■ 

Hawaii  Bancorporation  (Dec) 

1,104,556 

89,936 

53,479 

10,266 

446 

207 

174 

272 

H  J  Heinz  (Apr) 

987,381 

1,438,251 

577,231 

55,520 

113 

■ 

302 

463 

Walter  E  Heller  International  (Dec) 

3,102,918 

363,204 

316,407 

28,317 

329 

192 

87 

154 

Hercules  (Dec) 

1,341,724 

1,525,489 

1,003,512 

93,654 

468 

■ 

■ 

■ 

Heritage  Bancorp  Cherry  Hill  N  J  (Dec) 

921,852 

71,925 

40,057 

8,916 

■ 

310 

217 

277 

Heublein  (June) 

674,257 

967,700 

425,020 

54,052. 

■ 

332 

53 

186 

Hewlett-Packard  (Oct) 

654,381 

889,701 

1,641,894 

84,022. 

■ 

■ 

■ 

407 

Hoerner  Waldorf  (Oct) 

324,556 

471,440 

116,292 

33,292 

458 

308 

487 

414 

Holiday  Inns  (Dec) 

961,112 

981,114 

154,964 

32,641 

■ 

■ 

229 

400 

Homestake  Mining  (Dec) 

154,972 

121,821 

406,800 

34,100 

144 

87 

224 

215 

Honeywell  (Dec) 

2,679,385 

2,625,683 

410,193 

72,170 

■ 

317 

■ 

■ 

George  A  Hormel  (Oct) 

193,696 

943,163 

76,848 

17,369 

479 

■ 

■ 

■ 

Hospital  Trust  Corp  (Dec) 

884,083 

74,858 

35,000 

3,923 

91 

78 

201 

116 

tf  Household  Finance  (Dec) 

3,645,349 

2,803,645 

479,136 

111,680 

256 

■ 

196 

223 

Houston  Lighting  &  Power  (Dec) 

1,692,088 

486,837 

492,139 

69,406 

■ 

■ 

209 

338 

Houston  Natural  Gas  (July) 

682,675 

491,525 

458,369 

43,178 

■ 

■ 

475 

■ 

Houston  Oil  &  Minerals  (Dec) 

95,892 

37,040 

163,340 

16,015 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  ?nd  d 

tf  Figures  include  unconsolidated  subsidiaries. 

•  At  2-28-74. 

vidends  through  May  15,  1975. 
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oster  of  the  U.S/s  Biggest  Corporations 


t  Profits 
After 

Cash 

PER  SHARE  DATA:  1974 

A 

His  Total 

Rank 

Officers  &  Directors 
As  a  Group 

aordinary 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration^ 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

287,850 

2.85 

0.76 

25 

Robert  B  Pamplin 

247,500 

279 

2,240,950 

33 

539,464 

15.00 

1.30 

158V4 

J  Paul  Getty 

275,000 

220 

1,771,457 

21 

15,751 

2.10 

0.54 

Vh 

Joseph  B  Danzansky 

118,952 

664 

1,410,025 

23 

9,542 

2.00 

none 

m 

Herbert  J  Young 

128,950 

622 

404,233 

8 

122,200 

2.92 

1.50 

25% 

Vincent  C  Ziegler 

305,156 

174 

3,135,306 

42 

17,200 

5.71 

3.24 

29 

William  B  Eagleson  Jr 

113,958 

677 

691,034 

29 

8,566 

1.70 

none 

9% 

Herbert  M  Sandler 

95,000 

746 

249,140 

12 

116,168 

3.50 

1.12 

13% 

O  Pendleton  Thomas 

414,840 

44 

1,950,089 

24 

329,457 

2.18 

1.03 

12% 

Charles  J  Pilliod 

563,636 

6 

4,408,924 

35 

45,540 

3.51 

1.10 

16 

William  T  Ylvisaker 

268,145 

237 

1,539,200 

33 

25,090 

29,435 

1.48 

1.42 

0.80 

23 

Norman  L  Gidden 

124,188 

643 

2,347,314 

79 

220,640 

4.12 

1.53 

2iy4 

J  Peter  Grace 

417,500 

42 

5,696,219 

66 

20,396 

1.30 

0.29 

17% 

David  W  Grainger 

121,971 

649 

852,596 

20 

NA 

1.51 

0.80 

73/4 

James  Wood 

150,000 

552 

904,660 

27 

-162,753 

-12.74 

0.30 

1% 

James  G  Kendrick 

219,297* 

340 

1,619,062* 

37 

NA 

-6.31 

0.45 

7% 

# William  J  Kane 

160,416 

514 

1,079,319 

21 

92,432 

8.95 

1.49 

28 

Samuel  A  Casey 

316,539 

146 

1,128,800 

19 

55,274 

37,187 

2.25 

2.36 

0.42 

15% 

Stuart  Davis 

164,834 

499 

1,539,627 

36 

6,869 

2.94 

1.31 

13% 

Norman  Brassier 

88,000 

761 

563,807 

28 

103,765 

1.37 

1.09 

10% 

Gerald  H  Trautman 

316,642 

145 

2,667,767 

39 

52,929 

45,638 

4.29 

4.82 

0.45 

10% 

#E  Clinton  Towl 

150,000 

552 

964,002 

19 

161,005 

5.92 

0.76 

25% 

Charles  G  Bluhdorn 

388,477 

59 

3,633,694 

34 

!0,123 

24,863 

1.30 

1.11 

0.43 

6% 

E  Grant  Fitts 

250,000 

269 

1,140,086 

18 

1,674,000 

5.47 

1.58 

17% 

Bob  R  Dorsey 

548,424 

9 

6,523,323 

69 

16,215 

40,817 

5.37 

5.85 

none 

H3/4 

Robert  H  Allen 

205,500 

375 

802,182 

21 

94,538 

1.69 

1.12 

103/4 

Floyd  R  Smith 

111.567 

684 

557,268 

22 

232,784 

7.61 

1.20 

137% 

John  P  Harbin 

333,344 

125 

1,984,350 

23 

5,600 

0.87 

0.48 

6% 

#N  Rountree  Youmans 

115,726 

672 

943,998 

35 

54,541 

5.18 

1.03 

12 

Albert  F  Duval 

139,525 

591 

906,051 

22 

29,959 

2.32 

1.35 

25 

James  N  Purse 

162.447 

508 

1,941,646 

27 

29,707 

9.02 

2.42 

44»/4 

William  F  Murray 

301,331 

182 

1,274,429 

24 

9,486 

2.79 

1.80 

12% 

#  David  C  Hewitt 

117,449 

668 

510,178 

23 

11,836 

1.56 

0.72 

8% 

Clifton  D  Terry 

109,062 

697 

1,030,190 

40 

14,320 

78,055 

3.67 

4.26 

1,11 

38% 

R  Burt  Gookin 

321,266 

140 

1,598,551 

14 

30,854 

2.48 

0.84 

28% 

Franklin  A  Cole 

166,124 

491 

1,147,644 

12 

175,195 

2.21 

0.80 

24 

Werner  C  Brown 

274,723 

223 

2,478,506 

20 

9,997 

2.28 

1.08 

ioy4 

William  H  Bell  Jr 

118,892 

665 

661,991 

28 

69,906 

2.57 

1.00 

20% 

Stuart  D  Watson 

411,200 

47 

3,086,170 

32 

115,541 

3.08 

0.20 

60% 

William  R  Hewlett 

167,483 

486 

1,855,716 

27 

51,028 

2.35 

0.59 

8»/4 

#John  H  Myers 

158,250 

526 

3,400,398 

56 

91,726 

1.06 

0.32 

5V« 

Kemmons  Wilson 

142,373 

582 

2,078,350 

52 

37,664 

3.01 

1.25 

36 

Paul C  Henshaw 

102,900 

718 

608,795 

20 

5,768 

345,679 

3.74 

3.93 

1.40 

21 

Edson  W  Spencer 

172,808 

472 

1,956,819 

28 

25,036 

3.62 

0.84 

16 

Ira  J  Holton 

225,575 

316 

1,409,846 

23 

4,846 

1.96 

1.92 

17% 

Henry  S  Woodbridge  Jr 

84,412 

773 

559,940 

42 

168,975 

2.41 

0.95 

11% 

Gilbert  R  Ellis 

264,347 

245 

1,551,727 

26 

115,109  * 

2.92 

1.50 

22% 

John  G  Reese 

71,136 

799 

876,312 

25 

71,562 

2.49 

0.60 

29% 

Robert  R  Herring 

120,000 

661 

977,648 

29 

19,621 

2.56 

0.40 

26% 

J  C  Walter  Jr 

70,533 

801 

225,183 

10 

iry,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 


•  For  fiscal  year  ended  1/31/74. 

#  New  CEO  in  1975. 
NA— Not  available. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK:  1974 

Assets 

Sales 

Market  Value 
of  Common 

Net  Profits 

f 

Market 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

■ 

■ 

255 

■ 

Hughes  Tool  (Dec) 

288,979 

210,642 

369,620 

22,537 

303 

■ 

■ 

■ 

Huntington  Bancshares  (Dec) 

1,482,999 

110,635 

45,350 

11,127 

449 

■ 

■ 

■ 

Idaho  First  National  Bank  (Dec) 

984,180 

'  69,518 

68,970 

9,698 

■ 

■ 

462 

486 

Idaho  Power  (Dec) 

708,401  * 

100,428 

170,888 

26,795 

■ 

■ 

■ 

430 

Ideal  Basic  Industries  (Dec) 

293,220 

256,036 

141,956 

30,460 

179 

215 

■ 

249 

10lllinois  Central  Industries  (Dec) 

2,198,595 

1,402,870 

139,524 

60,055 

373 

■ 

307 

326 

Illinois  Power  (Dec) 

1,197,360 

329,915 

302,941 

44,650 

■ 

■ 

427 

■ 

Illinois  Tool  Works  (Dec) 

175,419 

224,134 

196,425 

22,181 

127 

■ 

■ 

■ 

Imperial  Corp  of  America  (Dec) 

2,992,457 

229,594 

108,263 

25,094 

84 

112 

128 

196 

INA  (Dec) 

3,859,36.5 

2,246,820 

710,469 

79,813 

183 

■ 

■ 

■ 

Indiana  National  Corp  (Dec) 

2,153,546 

184,968 

49,440 

10,752 

188 

■ 

■ 

■ 

Industrial  National  Corp  (Dec) 

2,092,058 

218,211 

59,536 

4,813 

462 

■ 

■ 

■ 

Industrial  Valley  Bank  &  Trust  (Dec) 

951,184 

90,181 

40,603 

8,010 

321 

211 

79 

135 

Ingersoll-Rand  (Dec) 

1,379,872 

1,414,788 

1,113,343 

101,112 

■ 

■ 

■ 

487 

Inland  Container  (Dec) 

243,889 

332,120 

97,179 

26,758 

242 

100 

171 

71 

Inland  Steel  (Dec) 

1,759,643 

2,450,289 

581,056 

148,009 

■ 

247 

398 

279 

Interco  (Feb) 

573,748 

1,217,895 

217,512 

53,603 

■ 

431 

■ 

364 

Interlake  (Dec) 

496,364 

623,794 

105,981 

38,999 

21 

12 

2 

3 

International  Business  Machines  (Dec) 

14,027,108 

12,675,292 

24,907,512 

1,837,639 

■ 

■ 

100 

418 

International  Flavors  &  Fragrances  (Dec) 

234,360 

222,498 

905,132 

32,037 

103 

35 

181 

103 

International  Harvester  (Oct) 

3,326,962 

4,965,916 

548,991 

117,929 

■ 

350 

153 

264 

International  Minerals  &  Chemical  (June) 

744,461 

858,483 

624,999 

57,401 

■ 

359 

■ 

■ 

International  Multifoods  (Feb) 

295,337 

828,200 

63,242 

14,111 

140 

73 

55 

37 

International  Paper  (Dec) 

2,729,900 

3,042,200 

1,578,041 

262,600 

16 

10 

63 

19 

ft/International  Telephone  &  Telegraph  (Dec) 

15,653,824 

13,789,273 

1,392,312 

429,299 

248 

■ 

■ 

■ 

Investors  Diversified  Services  (Dec) 

1,717,587 

265,283 

102,124 

23,247 

■ 

188 

■ 

■ 

Iowa  Beef  Processors  (Oct) 

189,246 

1,537,198 

31,605 

16,538 

203 

133 

381 

162 

IU  International  (Dec) 

1,998,315 

1,991,323 

236,670 

90,482 

208 

■ 

133 

257 

Jefferson-Pilot  (Dec) 
Jewel  Companies  (Jan) 

1,954,328 

438,145 

700,864 

58,126 

■ 

90 

424 

438 

749,183 

2,598,913 

198,562 

30,230 

349 

228 

301 

237 

Jim  Walter  (Aug) 

1,258,971 

1,291,915 

316,848 

63,330 

448 

265 

258 

288 

Johns-Manville  (Dec) 

986,888 

1,111,867 

364,455 

50,613 

317 

140 

16 

62 

Johnson  &  Johnson  (Dec) 

1,405,677 

1,937,211 

4,673,281 

161,620 

■ 

■ 

387 

■ 

Joy  Manufacturing  (Sept) 

341,030 

396,442 

225,854 

18,330 

191 

161 

373 

132 

Kaiser  Aluminum  &  Chemical  (Dec) 

2,057,351 

1,735,501 

241,946 

104,348 

345 

275 

■ 

428 

Kaiser  Industries  (Dec) 

1,269,397 

1,081,366 

127,127 

30,746 

■ 

414 

■ 

■ 

Kane-Miller  (Dec) 

158,600 

660,901 

23,273 

10,040 

■ 

458 

■ 

■ 

Kayser-Roth  (June) 

432,315 

571,820 

51,947 

10,079 

■ 

297 

78 

216 

Kellogg  (Dec) 

509,518 

1,009,818 

1,122,278 

72,031 

178 

169 

73 

58 

Kennecott  Copper  (Dec) 

2,206,644 

1,664,247 

1,195,268 

168,597 

381 

185 

49 

104 

Kerr-McGee  (Dec) 

1,164,432 

1,550,349 

1,788,930 

116,408 

■ 

■ 

■ 

456 

"Kewanee  Oil  (Dec) 

243,681 

246,479 

114,636 

28,553 

493 

269 

■ 

355 

Walter  Kidde  (Dec) 

853,039 

1,107,167 

88,439 

39,921 

358 

206 

175 

149 

Kimberly-Clark  (Dec) 

1,229,420 

1,439,383 

571,916 

95,252 

■ 

466 

391 

392 

Knight-Ridder  Newspapers  (Dec) 

476,079 

565,151 

223,924 

34,925 

■ 

321 

399 

305 

Koppers  (Dec) 

647,905 

914,185 

217,500 

47,781 

251 

45 

91 

151 

Kraftco  (Dec) 

1,710,438 

4,471,427 

966,665 

94,627 

212 

25 

35 

130 

S  S  Kresge  (Jan) 

1,896,110 

5,612,071 

2,660,244 

104,772 

428 

38 

407 

322 

Kroger  (Dec) 

1,028,597 

4,782,449 

209,049 

45,239 

■   Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  end  c 

tt  Figures  include  unconsolidated  subsidiaries. 

10)  Pla 
lividends  through  May  15,  1975                            11)  Pla 

nning  name  change  to  IC  Industries, 
nning  name  change  to  Kewanee  Industries 
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[oster  of  the  U.S.'s  Biggest  Corporations 


let  Profits 
After 


PER  SHARE  DATA:  1974 


Officers  &  Directors 
As  a  Group 


ktraordinary 

Cash 

Earnings 

Market 

His  Total 

Rank 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration^ 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

30,267 

3.94 

0.45 

73V4 

Raymond  M  Holliday 

351,192 

103 

1,673,995 

13 

12,768 

4.55 

1.64 

18% 

Clair  E  Fultz 

126,650 

629 

781,967 

23 

10,820 

4.04 

1.13 

28% 

Thomas  C  Frye 

102,263 

722 

2,385,555 

HI 

36,542 

3.37 

1.91 

23V4 

Albert  Carlsen 

75,200 

794 

430,298 

25 

43,667 

2.34 

1.00 

ny2 

#Mayfield  R  Shilling 

173,100 

468 

923,866 

25 

105,579 

3.56 

1.30 

11 

William  B  Johnson 

327,500 

134 

1,880,007 

24 

83,932 

2.26 

2.20 

171/s 

Wendell  J  Kelley 

106,250 

705 

563,700 

18 

32,370 

1.91 

0.45 

1678 

Silas  S  Cathcart 

154,137 

536 

1,646,760 

31 

27,006 

1.72 

none 

m 

VLViskas 

126,039 

632 

605,286 

20 

97,418 

92,977 

3.48 

4.24 

2.10 

311/4 

# John  T  Gurash 

200,688 

393 

1,706,840 

37 

13,093 

2.17 

0.96 

10 

J  Fred  Risk 

98,917 

740 

751,822 

41 

6,459 

0.73 

1.20 

9% 

John  J  Cummings  Jr 

170,305 

480 

664,544 

19 

9,414 

3.75 

1.80 

19 

Richard  W  Havens 

153,100 

542 

1,053,635 

37 

142,145 

5.62 

2.32 

66i/2 

William  LWearly 

306,291 

172 

2,719,729 

33 

32,754 

5.98 

1.33 

213/4 

Henry  C  Goodrich 

157,000 

530 

1,460,342 

34 

221,977 

7.96 

2.70 

32 

Frederick  G  Jaicks 

325,000 

135 

2,877,616 

30 

67,008 

4.60 

1.41 

19 

Maurice  R  Chambers 

265,413 

240 

1,452,734 

22 

54,644 

10.45 

2.95 

28% 

Reynold  C  MacDonald 

273,131 

227 

1,547,330 

30 

3,412,639 

12.47 

5.56 

168 

Frank  T  Cary 

511,300 

15 

7,664,432 

60 

37,339 

0.88 

0.26 

243/4 

Henry  G  Walter  Jr 

281,307 

209 

2,020,657 

27 

124,053 

193,444 

4.24 

4.46 

1.60 

193/4 

Brooks  McCormick 

330,614 

128 

2,201,088 

30 

70,401 

80,848 

3.58 

4.44 

0.71 

383/4 

Richard  A  Lenon 

241,016 

294 

1,665,262 

27 

• 

19,568 

3.88 

1.31 

17% 

William  G  Phillips 

249,057 

276 

1,835,464 

34 

397,700 

5.95 

1.75 

353/4 

J  Stanford  Smith 

494,881 

19 

5,182,296 

44 

451,070 

722,493 

3.45 

3.63 

1.43 

143/4 

Harold  S  Geneen 

791,360 

1 

11,750,900 

74 

29,344 

3.19 

1.80 

14% 

Charles  R  Orem 

184,707 

440 

2,600,109 

45 

21,464 

5.94 

none 

I2V4 

J  Fred  Haigler 

103,000 

716 

1,103,221 

18 

162,446 

2.77 

0.80 

8% 

John  M  Seabrook 

380,083 

67 

2,740,814 

37 

58,241 

60,112 

2.41 

2.41 

0.58 

29% 

W  Roger  Soles 

131,667 

615 

723,549 

28 

67,256 

2.65 

1.15- 

17% 

Donald  S  Perkins 

285,200 

204 

2,159,824 

40 

88,994 

3.65 

0.77 

23 

James  W  Walter 

362,748 

85 

2,394,027 

29 

71,883 

78,942 

2.73 

3.88 

1.20 

19V2 

W  Richard  Goodwin 

291,214 

197 

2,931,449 

36 

221,526 

2.80 

0.73 

80% 

Richard  B  Sellars 

344,500 

111 

4,348,379 

21 

25,918 

3.52 

1.45 

43% 

James  W  Wilcock 

178,972 

452 

1,945,285 

41 

157,286 

5.29 

0.88 

12% 

Cornell  C  Maier 

312,360 

158 

3,960,236 

48 

34,993 

85,720 

1.07 

1.22 

0.22 

4% 

William  R  Roesch 

330,000 

130 

3,289,941 

70 

16,534 

4.29 

0.16 

10% 

Daniel  Kane 

221,407 

332 

1,050,316 

17 

18,382 

1.70 

0.60 

9% 

Chester  H  Roth 

180,000 

448 

946,650 

13 

89,345 

0.98 

0.59 

151/4 

Joe  E  Lonning 

213,891 

354 

1,876,008 

28 

210,903 

259,881 

5.08 

6.36 

2.30 

36% 

Frank  R  Milliken 

355,938 

98 

1,711,400 

27 

178,603 

4.64 

0.75 

71V2 

Dean  A  McGee 

350,014 

106 

1,615,012 

38 

41,842 

2.99 

0.58 

12 

Wm  Wikoff  Smith 

181,020 

447 

1,084,445 

21 

55,022 

3.85 

0.65 

9V4 

Fred  R  Sullivan 

364,333 

81 

2,214,322 

26 

142,733 

4.10 

1.44 

24% 

Darwin  E  Smith 

313,837 

153 

2,420,446 

39 

49,030 

2.18 

0.32 

141/2 

Lee  Hills 

185,417 

437 

1,866,488 

26 

75,590 

8.16 

2.14 

37i/2 

Fletcher  L  Byrom 

304,161 

176 

3,168,557 

38 

143,777 

3.41 

1.88 

34% 

William  O  Beers 

323,015 

138 

2,193,110 

37 

144,682 

0.87 

0.22 

22% 

Robert  E  Dewar 

265,000 

241 

2,278,850 

33 

88,205 

3.36 

1.35 

151/2 

James  P  Herring 

262,331 

250 

2,083,167 

28 

Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 


#  New  CEO  in  1975. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1974 

* 

Assets 

Sales 

Market  Value 
of  Common 

r 

Market 

Net 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

477 

■ 

■ 

■ 

Landmark  Banking  Corp  of  Florida  (Dec) 

893,883 

70,717 

38,891 

6,514 

■ 

415 

■ 

■ 

Lear  Siegler  (June) 

394,077 

658,091 

43,222 

20,055 

■ 

416 

497 

419 

libbey-Owens-Ford  (Dec) 

579,839* 

655,303 

152,792 

31,705 

450 

■ 

■ 

■ 

Liberty  National  Corp  (Dec) 

982,961 

58,942 

20,237 

4,348 

323 

■ 

179 

351 

Liberty  National  Life  Insurance  Ala  (Dec) 

1,360,286 

267,367 

553,030 

40,612 

■ 

434 

412 

460 

Liggett  &  Myers  (Dec) 

624,141 

620,113 

206,343 

28,495 

347 

266 

15 

51 

Eli  Lilly  (Dec) 

1,265,055 

1,111,548 

4,694,312 

178,807 

142 

■ 

■ 

■ 

Lincoln  First  Banks  (Dec) 

2,688,721 

199,873 

49,864 

12,350 

71 

234 

199 

205 

Lincoln  National  Corp  (Dec) 

4.298,593 

1,265,121 

490,202 

76,011 

177 

70 

■ 

■ 

Litton  Industries  (July) 

2,214,354 

3,081,978 

97,913 

-39,806 

221 

66 

■ 

■ 

Lockheed  Aircraft  (Dec) 

1,854.525* 

3,171,491** 

41,176 

18,481** 

344 

488 

428 

321 

Loews  (Aug) 

1,273,878 

542,831 

193,770 

45,258 

460 

■ 

238 

275 

Lone  Star  Gas  (Dec) 

954,944 

509,931 

392,201 

54,491 

■ 

419 

■ 

■ 

Lone  Star  Industries  (Dec) 

537,568 

651,707 

103,969 

24,546 

270 

446 

363 

242 

Long  Island  Lighting  (Dec) 

1,640,346 

586,503 

253,662 

62,018 

■ 

■ 

385 

■ 

Longs  Drug  Stores  (Jan) 

82,119 

339,567 

229,424 

12,070 

■ 

■ 

109 

121 

Louisiana  Land  &  Exploration  (Dec) 

533,385 

274,766 

865,445 

107,956 

■ 

■ 

404 

265 

Louisiana-Pacific  (Dec) 

560,430 

460,100 

212,306 

56,600 

■ 

480 

■ 

■ 

M  Lowenstein  &  Sons  (Dec) 

371,015 

551,618 

29,799 

7,765 

■ 

■ 

375 

■ 

Lowe's  Companies  (July) 

150,634 

362,453 

240,898 

14,617 

195 

39 

■ 

181 

LTV  (Dec) 

2.030.722 

4,768,010 

80,887 

85,692 

■ 

■ 

116 

289 

Lubrizol  (Dec) 

291,909 

382,951 

796,540 

50,458 

■ 

84 

329 

348 

Lucky  Stores  (Jan) 

512,738 

2,701,771 

283,520 

41.446 

265 

149 

■ 

96 

Lykes-Youngstown  (Dec) 

1,655,958 

1,793,165 

123,374 

120,954 

■ 

242 

■ 

458 

R  H  Macy  (July) 

714,127 

1.241,501 

118,347 

28,542 

■ 

■ 

339 

■ 

"Mallinckrodt  (Dec) 

154,983 

207,120 

272,414 

16,506 

■ 

402 

■ 

■ 

Malone  &  Hyde  (June) 

110,986 

718,573 

110,349 

9,101 

8 

136 

121 

86 

Manufacturers  Hanover  Corp  (Dec) 

25,753,689 

1,974,682 

764,543 

127,636 

136 

■ 

■ 

■ 

Manufacturers  National  Corp  (Dec) 

2,824,885 

212,674 

62,680 

18,817 

■ 

■ 

188 

350 

Mapco  (Dec) 

373,670 

249,808 

523,292* 

41,295 

231 

76 

85 

57 

Marathon  Oil  (Dec) 

1.799,876 

2,882,174 

1,037,183 

170,493 

108 

40 

218 

105 

Marcor  (Jan) 

3,165,922 

4.667,479 

423,756 

115.724 

437 

■ 

■ 

■ 

Marine  Corp  Milwaukee  (Dec) 

1.007,188 

78.582 

19,325 

5,920 

24 

271 

446 

354 

Marine  Midland  Banks  Buffalo  (Dec) 

12,664,652 

1,104,403 

182,564 

40,172 

■ 

■ 

165 

396 

Martennan  (Dec) 

178,655 

247,966 

590,612 

34,573 

■ 

427 

406 

■ 

Marriott  (July) 

631,501 

640,439 

211,721 

24,745 

352 

■ 

■ 

■ 

Marshall  &  llsley  Corp  (Dec) 

1,245,958 

90,625 

43,095 

9,279 

■ 

485 

■ 

■ 

Marshall  Held  (Jan) 

333,790 

547,600 

148,259 

20,310 

392 

246 

305 

194 

Martin  Marietta  (Dec) 

1,121,174 

1.220,650 

307,926 

80,801 

187 

■ 

■ 

■ 

Maryland  National  (Dec) 

2,100,331 

165,206 

97,070 

18,466 

■ 

■ 

259 

483 

Masco  Corp  (Dec) 

261,629 

255,846 

364,259 

26,848 

■ 

■ 

330 

437 

Masonite  (Aug) 

314,496 

355,495 

282.987 

30,262 

366 

166 

291 

309 

May  Department  Stores  (Jan) 

1,205.616 

1.696,682 

325.576 

46,775 

■ 

309 

■ 

441 

Oscar  Mayer  (Oct) 

301.772 

972,438 

140,110 

29,791 

■ 

■ 

360 

■ 

Maytag  (Dec) 

122,856 

229,325 

255,663 

21,855 

■ 

396 

■ 

■ 

MBPXL  (Oct) 

85,816 

727,051 

10,587 

3,960 

■ 

425 

377 

259 

MCA  (Dec) 

474,695 

641,874 

240,450 

57,768 

■ 

■ 

151 

394 

J  Ray  McDermott  (Mar) 

578,799 

425,756 

626,512 

34.789 

492 

139 

74 

228 

McDonald's  (Dec) 

853,338 

1,943,000 

1,165,894 

67,396 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and 

*  At  12-31-73.  Company  subsequently  had  wr 

**  For  the  twonw  months  ended  9-30-74. 
dividends  through  May  15.  1975.                         12)  Formerly  Mallinckrodt  Chemical  Works, 
te-offs  approximating  $500  million. 
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Net  Profits 

PER  SHARE  DATA:  1974 

Officers  &  Directors 

After 

Cash 

* 

His  Total 

Rank 

As  a  Group 

jttraordinary 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before         After 

Price 

Remuneration^ 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

<S) 

Group 

7,716 

0.94 

0.48 

5% 

Fred  R  Millsaps 

110,690 

688 

576,023 

18 

30,438 

1.17 

0.28 

3l/2 

Robert  T  Campion 

221,667 

331 

1,472,266 

20 

64,183 

2.40 

2.20 

13% 

Robert  G  Wingerter 

205,200 

377 

1,282,667 

29 

4,913 

5.25 

1.60 

24»/2 

J  W  McLean 

77,896 

790 

553,518 

59 

40,591 

42,853 

2.03           2.03 

0.47 

273/4 

Frank  P  Samford  Jr 

117,523 

667 

1,821,313 

42 

40,118 

3.30 

2.50 

25>/4 

Raymond  J  Mulligan 

294,562 

189 

1,727,872 

21 

206,886 

2.59 

0.97 

68 

Richard  D  Wood 

256,859 

257 

2,186,856 

23 

16,331 

3.18 

1.88 

15»/2 

Alexander  D  Hargrave 

125,621 

636 

945,950 

35 

72,261 

82,578 

3.10           2.95 

1.36 

23V, 

Thomas  A  Watson 

170,730 

477 

873,454 

20 

33,002 

-1.26 

none 

3V8 

Charles  B  Thornton 

222,692 

329 

3,124,919 

40 

NA 

1.63** 

none 

35/8 

Daniel  J  Haughton 

169,740 

481 

3,933,899 

82 

45,284 

55,602 

3.50           3.50 

1.20 

15 

Laurence  A  Tisch 

209,200 

370 

1,187,735 

16 

94,213 

3.66 

1.53 

26V4 

William  C  McCord 

153,750 

538 

1,139,941 

30 

45,049 

2.22 

1.00 

95/s 

Robert  WHutton 

164,775 

500 

1,172,993 

19 

99,990 

2.04 

1.46 

10i/8 

John  J  Tuohy 

145,000 

574 

1,355,018 

32 

13,478 

2.30 

0.65 

43% 

Joseph  M  Long 

89,035 

759 

575,653 

14 

148,375 

2.98 

1.06 

23% 

John  G  Phillips 

313,617 

155 

1,720,864 

21 

102,370 

2.16 

0.15 

8i/8 

HarryAMerlo 

165.000 

496 

655,122 

12 

21,448 

2.35 

1.00 

9 

Robert  Bendheim 

160,000 

515 

3,126,422 

57 

18,075 

1.71 

0.13 

273/4 

fPetro  Kulynych  et  al 

142,313 

583 

788,715 

8 

111,692 

178,220 

8.02          10.32 

none 

m 

W  Paul  Thayer 

374,054 

73 

1,279,052 

20 

60,630 

2.49 

0.82 

391/4 

Thomas  W  Mastin 

154,586 

534 

1,305,390 

18 

63,501 

1.17 

0.58 

8 

Wayne  H  Fisher 

315,636 

149 

2,513,407 

32 

189,911 

12.31 

0.25 

13% 

Joseph  T  Lykes  Jr 

218,448 

342 

1,364,548 

22 

50,598 

2.80 

1.10 

12V« 

Donald  B  Smiley 

224,802 

321 

2,166,666 

36 

22,054 

1.87 

0.36 

303/4 

Harold  E  Thayer 

190,626 

422 

1,274,466 

21 

13,325 

1.38 

0.35 

163/4 

Joseph  R  Hyde  III 

102,863 

719 

444,591 

14 

136,274 

4.30 

1.68 

253/4 

Gabriel  Hauge 

311,603 

162 

4,681,250 

78 

21,794 

6.05 

1.9a 

20 

Dean  E  Richardson 

158,082 

527 

805,739 

32 

55,533 

2.21 

0.40 

28 

Robert  E  Thomas 

304,614 

175 

1,587,606 

29 

297,498 

5.70 

1.80 

343/4 

James  C  Donnell  II 

361,900 

88 

2,610,082 

24 

195,705 

3.40 

0.95 

13% 

Leo  H  Schoenhofen 

344,750 

110 

2,101,138 

21 

7,430 

4.83 

1.68 

153/4 

John  C  Geilfuss 

83,782 

775 

584,534 

27 

51,662 

3.20 

1.80 

14% 

Edward  W  Duffy 

168,658 

483 

1,860,865 

54 

37,599 

2.57 

1.45 

44 

John  M  Regan  Jr 

346,620 

108 

2,122,769 

24 

50,785 

0.78 

none 

6% 

J  Willard  Marriott  Jr 

164,174 

501 

2,792,434 

35 

11,814 

5.48 

1.85 

251/2 

John  A  Puelicher 

120,479 

657 

462,355 

14 

27,873 

2.24 

1.24 

16% 

Joseph  A  Burnham 

204,375 

380 

1,017,537 

16 

138,679 

3.58 

1.23 

13% 

J  Donald  Rauth 

216,666 

348 

1,403,115 

24 

21,343 

2.52 

0.68 

131/4 

Robert  D  Harvey 

101,408 

724 

451,931 

31 

34,374 

2.20 

0.29 

293/4 

Richard  A  Manoogian 

209,870 

366 

888,152 

16 

46,829 

1.87 

0.51 

17% 

Samuel  S  Greeley 

147,216 

563 

1,154,683 

23 

80,719 

3.08 

1.60 

213/4 

Stanley  J  Goodman 

309,884 

165 

5,436,375 

62 

40,811 

3.14 

0.77 

I43/4 

P  Goff  Beach 

315,671 

148 

3,960,650 

31 

26,290 

1.63 

1.40 

19% 

Daniel  J  Krumm 

113,355 

678 

632,400 

19 

5,985 

2.20 

0.20 

5% 

David  J  Lafleur 

100,000 

728 

1,068,070 

33 

85,769 

6.85 

0.80 

28% 

Lew  R  Wasserman 

265,000 

241 

2,846,672 

28 

31,766 

63,262 

5.00           4.56 

1.15 

8O1/4 

Charles  L  Graves 

228,885 

308 

1,286,343 

16 

94,059 

1.70 

none 

29% 

Fred  L  Turner 

189,649 

426 

2,757,120 

37 

;  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options 


**  For  the  twelve  months  ended  9-30-74.         NA— Not  available, 
t  Shares   "Office  of  the  President"   with   L.   G.   Herring,  J.  V. 
Strickland  and  J.  A.  Walker. 


Reinhardt,    R.   L. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1974 

Assets 

Sales 

Market  Value 
of  Common 

Market 

Net 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

176 

71 

312 

124 

McDonnell  Douglas  (Dec) 

2,225,702 

3,075,036 

298,947 

106,684 

■ 

324 

442 

■ 

McGraw-Edison  (Dec) 

633,012 

909,598 

184,685 

17,137 

■ 

■ 

■ 

435 

McGraw-Hill  (Dec) 

,445,178 

510,382 

138,594 

30,308 

414 

191 

437 

192 

Mead  (Dec) 

1,061,047 

1,526,022 

188,981 

81,969 

■ 

■ 

451 

■ 

Medtronic  (Apr) 

70,450 

78,178 

178,771 

6,371 

30 

340 

263 

261 

Mellon  National  Corp  (Dec) 

9,918,539 

871,765 

360,113 

57,748 

■ 

383 

484 

485 

Melville  Shoe  (Dec) 

289,683 

765,059 

156,519 

26,835 

137 

■ 

■ 

■ 

Mercantile  Bartcorporation  (Dec) 

2,812,469 

196,217 

123,609 

20,606 

433 

■ 

■ 

■ 

' 'Mercantile  National  Corp  (Dec) 

1,015,942 

69,028 

72,000 

9,379 

■ 

468 

464 

■ 

Mercantile  Stores  (Jan) 

273,873 

563,861 

169,510 

21,034 

435 

■ 

■ 

■ 

Merchants  National  Corp  (Dec) 

1,014,181 

93,782 

23,575 

3,792 

353 

221 

14 

43 

Merck  (Dec) 

1,243,287 

1,329,550 

5,003,082 

210,492 

75 

369 

235 

375 

Merrill  Lynch  &  Co  (Dec) 

4,124,554 

800,629 

395,912 

37,535 

■ 

■ 

306 

■ 

Mesa  Petroleum  (Dec) 

405,054 

51,708 

306,642 

4,984 

■ 

■ 

■ 

484 

Metro-Gold wyrt-Mayer  (Aug) 

329,134 

234,211 

84,616 

26,837 

■ 

494 

■ 

■ 

Fred  Meyer  (Dec) 

159,037 

536,760 

58,717 

8,251 

■ 

■ 

411 

■ 

MGIC  Investment  (Dec) 

792,094 

160,316 

206,447 

-1,956 

116 

■ 

■ 

■ 

Michigan  National  Corp  (Dec) 

3,045,005 

252,759 

75,180 

19,772 

111 

363 

176 

144 

Middle  South  Utilities  (Dec) 

3,124.342 

821,503 

570,092 

97,915 

240 

■ 

■ 

■ 

Midlantic  Banks  (Dec) 

1,767,722 

138,233 

47.961 

13,257 

134 

75 

11 

31 

Minnesota  Mining  &  Manufacturing  (Dec) 

2,841,346 

2,936,959 

5,267,475 

301,739 

296 

286 

499 

330 

Mississippi  River  Corp  (Dec) 

1,516,914 

1,034,078 

152,331 

44,459 

20 

6 

22 

6 

Mobil  Oil  (Dec) 

14,074,290 

18,929,033 

3,666,888 

1,047,446 

■ 

481 

■ 

■ 

Mohasco  (Dec) 

365,813 

551,038 

55,511 

6.161 

131 

57 

64 

26 

Monsanto  (Dec) 

2,933,769 

3,497.900 

1,384,400 

323,200 

■ 

■ 

431 

■ 

Montana  Power  (Dec) 

520,055 

117,762 

192,214 

23,974 

442 

■ 

■ 

■ 

Monumental  Corp  (Dec) 

1,004,329 

180,619 

122,553 

20,005 

7 

129 

47 

59 

J  P  Morgan  &  Co  (Dec) 

25,962,646 

2,010,538 

1,894,464 

166,626 

■ 

411 

■ 

■ 

Morrison-Knudsen  (Dec) 

323,829 

677,947 

35,694 

9,330 

410 

219 

94 

219 

Motorola  (Dec) 

1,072,989 

1,367,171 

961,916 

70,728 

■ 

■ 

486 

■ 

Mountain  Fuel  Supply  (Dec) 

258,099 

113,316 

154,971 

12,100 

423 

344 

416 

230 

Murphy  Oil  (Dec) 

1,041,599 

862,402 

203,580 

66,605 

421 

150 

270 

318 

Nabisco  (Dec) 

1,046,850 

1,793.049 

351,010 

45,458 

■ 

■ 

284 

471 

Nalco  Chemical  (Dec) 

187,009 

277,958 

338,657 

27,106 

■ 

■ 

■ 

429 

National  Airlines  (June) 

541,088 

456,897 

65,240 

30,614 

■ 

404 

■ 

■ 

National  Can  (Dec) 

419,778 

709,766 

58,416 

20,320 

471 

■ 

■ 

■ 

National  Central  Financial  (Dec) 

911,929 

68,739 

41,972 

8,273 

■ 

■ 

266 

■ 

National  Chemsearch  (Apr) 

87,725 

134,195 

355,844 

13,515 

141 

■ 

■ 

476 

National  City  Corp  (Dec) 

2,689,587 

187,657 

149,336 

27,008 

37 

478 

457 

327 

National  Detroit  Corp  (Dec) 

7,586,282 

554,144 

174,008 

44,649 

431 

274 

272 

167 

National  Distillers  &  Chemical  (Dec) 

1,018,604 

1,088,557 

350.393 

89,677 

■ 

448 

■ 

468 

National  Gypsum  (Dec) 

481,145 

584,024 

140.217 

27,601 

■ 

371 

■ 

■ 

National  Industries  (Dec) 

304,531 

797,590 

21,192 

14,093 

■ 

■ 

426 

■ 

National  Starch  &  Chemical  (Dec) 

185,387 

274,717 

196,716 

18,344 

170 

81 

155 

52 

National  Steel  (Dec) 

2,288,473 

2,727.774 

615,813 

175,764 

■ 

214 

■ 

■ 

National  Tea  (Dec) 

242.308 

1,403,815 

22,560 

-2,635 

356 

■ 

■ 

■ 

Nationwide  Corp  (Dec) 

1,233,205 

345,549 

58,823 

19.524 

■ 

■ 

482 

231 

Natomas  Company  (Dec) 

380,255 

251.392 

158,098 

65,900 

83 

■ 

■ 

■ 

NCNB  (Dec) 

3,896,583 

357,814 

126,608 

18,198 

■   Not  on  500  list.                                                                                                                            13)  F 
All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1975. 

ormerly  Mercantile  National  Bank  Dallas. 
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toster  of  the  U.S/s  Biggest  Corporations 


et  Profits 

PER  SHARE  DATA:  1974 

Officers  &  Directors 

After 

Cash 

•. 

His  Total 

Rank 

As  a  Group 

raordinary 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration!; 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

156,398 

2.77 

0.40 

8% 

Sanford  N  McDonnell 

218,069 

343 

3,021,968 

36 

33,737 

1.06 

1.50 

11% 

Edward  J  Williams 

175,182 

459 

1,637,000 

24 

29,848 

37,650 

1.22 

1.20 

0.50 

6 

Shelton  Fisher 

175,000 

460 

1,628,407 

25 

119,985 

4.90 

0.90 

13 

James  W  McSwiney 

312,056 

160 

2,870,256 

38 

7,538 

0.96 

none 

24V« 

Earl  E  Bakken 

92,777 

752 

632,071 

18 

63,414 

5.89 

2.60 

363/4 

James  H  Higgins 

204,167 

381 

1,526,283 

42 

39,391 

1.08 

0.46 

6% 

Francis  C  Rooney  Jr 

128,167 

625 

935,050 

20 

22,808 

3.60 

2.10 

21% 

Donald  E  Lasater 

147,641 

562 

728,035 

27 

11,169 

2.34 

1.14 

18 

Lewis  F  Lyne 

73,825* 

796 

2,020,779* 

149 

31,207 

3.57 

0.80 

283/4 

Leon  F  Winbigler 

262,897 

247 

1,798,460 

17 

4,876 

1.73 

0.68 

103/4 

Otto  N  Frenzel  III 

67,000 

805 

140,975 

13 

256,549 

2.79 

1.40 

66% 

Henry  W  Gadsden 

362,800 

84 

4,541,928 

52 

50,234 

1.04 

0.56 

11 

Donald  T  Regan 

265,000 

241 

1,475,182 

13 

17,741 

0.39 

0.05 

24% 

T  B  Pickens  Jr 

159,778 

519 

637.294 

14 

31,750 

1.83 

none 

6% 

Frank  E  Rosenfelt 

210,017 

364 

1,665,000 

17 

13,387 

122 

22,402 

172,550 

15,134 


1.56 
-0.09 
4.61 
2.21 
4.33 


4.90 


0.31 
0.10 
0.97 
1.22 
2.00 


11% 
9% 

17% 

12% 
173/4 


Fred  G  Meyer  116,494  669  686,243  16 

Max  H  Karl  162,740  505  787,773  22 

Stanford  C  Stoddard  149,636  558  793,082  16 

Floyd  W  Lewis  138,000  596  746,767  15 

TheronL  Marsh  148,008  561  799,110  25 


430,845 

78,311 

1,617,795 

18,321 

495,100 


2.66 
4.92 
10.28 
0.93 
9.25 


1.25 
1.05 
3.20 
1.20 
2.30 


46% 
16% 
36 
8% 
403/4 


#Harry  Heltzer  428,650  36  4,205,133  45 

Downing  B  Jenks  355,304  99  1,090,493  21 

Rawleigh  Warner  Jr  612,160  3  5,935,361  31 

Herbert  L  Shuttleworth  II  160,000  515  1,317,882  24 

JohnWHanley  418,674  41  3,387,743  25 


35,058 

30,510 
174,317 

24,367 
115,048 

23,949 


2.98 
1.39 
4.34 
3.47 
2.52 
2.24 


1.39 


1.80 
0.44 
1.60 
0.83 
0.55 
1.04 


22 
83/4 

513/4 
13% 

34% 
30% 


#GeorgeW  O'Connor  75,570  793  948,716  31 

Frank  Baker  Jr  97,500  743  757,325  21 

Ellmore  C  Patterson  302,925  180  2,137,618  29 

William  H  McMurren  163,333  503  1,016,733  11 

Robert  W  Galvin  125,475  637  3,933,647  51 

Bernard  Z  Hastier  55,575  817  451,775  21 


123,340 
77,088 
35,924 
73,592 
35,321 
9,771 


5.36 
2.85 
1.36 
3.58 
2.58 
2.44 


4.90 


0.60 
2.30 
0.54 
0.48 
0.47 
1.03 


16% 

22 

17 
7% 
9% 

12% 


Charles  H  Murphy  Jr  151,248  549  938,365  19 

Robert  M  Schaeberle  192,950  413  2,681,071  43 

Robert  T  Powers  166,087  492  1,093,248  19 

Lewis  B  Maytag  185,091  438  1,083,764  24 

Frank  W  Considine  229,924  305  1,712,520  27 

#JohnCTuten  111,889  683  382,720  26 


14,942 
28,599 
48,r23 
120,302 
46,743 
29,416 


1.16 
3.91 
7.51 
3.61 
1.69 
1.74 


1.65 


0.27 
1.55 
2.46 
1.03 
1.05 
0.14 


30% 

213/4 

29V4 

14% 

8% 
3% 


Lester  A  Levy  135,267  601  554,645  6 

Claude  M  Blair  192,737  415  364,794  32 

Robert  M  Surdam  201,103  389  1,603,748  40 

Drummond  C  Bell  292,696  193  1,673,934  27 

Colon  Brown  210,355  363  1,006,546  23 

# Stanley  R  Yarmuth  140,000  587  536,130  12 


24,667 
286,434 

10,361 

19,524 
105,091 

21,212 


2.82 
9.44 
-0.34 
1.91 
9.75 
1.08 


1.80 


0.76 
3.00 
none 
0.25 
0.53 
0.52 


30% 

33 
2% 
53/4 

23% 
7% 


Donald  D  Pascal  146,350  567  1,186,272  24 

George  A  Stinson  383,646  63  2,003,121  24 

James  A  Watson  214,650  350  1,482,872  23 

DeanWJeffers  219,000  341  3,772,000  100 

Dorman  L  Commons  178,883  453  1,056,114  20 

Thomas  I  Storrs  153,673  540  1,673,483  80 


ilary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 


#  New  CEO  in  1975. 

•  For  1973. 


RBES,   MAY   15,    1975 


221 


The  Dimensions  of  American  Business:! 


WHERE  THEY  RANK:  1974 

<M$MMM>. 

Assets 

Sales 

Market  Value 
of  Common 

Net  Profits 

Market 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

186 

135 

271 

175 

NCR  (Dec) 

2,110,417 

1,979,003 

350,835 

87,165 

286 

447 

403 

368 

New  England  Electric  System  (Dec) 

1,562,580 

586.205 

213,527 

38,418 

322 

■ 

■ 

■ 

New  England  Merchants  Co  (Dec) 

1,363,680  < 

125,590 

26,983 

6,103 

454 

■ 

■ 

365 

New  York  State  Electric  &  Gas  (Dec) 

976,102  * 

296,004 

150,750 

38,755 

407 

484 

205 

108 

Newmont  Mining  (Dec) 

1,076,728 

547,738 

466,583 

113,606 

153 

357 

275 

179 

Niagara  Mohawk  Power  (Dec) 

2,575,570 

830,810 

348,408 

86,507 

425 

178 

336 

202 

NL  Industries  (Dec) 

1,033,480 

1,597,474 

277,426 

77,921 

147 

■ 

203 

197 

NLT  (Dec) 

2,642,953 

470,288 

475,163 

79,722 

157 

280 

150 

110 

Norfolk  &  Western  Railway  System  (Dec) 

2,502,461 

1,052,479 

626,841 

113,211 

490 

302 

■ 

450 

North  American  Philips  (Dec) 

856,060 

994,579 

134,245 

29,206 

155 

403 

296 

232 

Northeast  Utilities  (Dec) 

2,551,482 

712,770 

324,341 

65,077 

445 

■ 

372 

343 

Northern  Illinois  Gas  (Dec) 

996,830 

•   516,259 

242,498 

42,218 

338 

■ 

328 

316 

Northern  Indiana  Public  Service  (Dec) 

1,299,660 

448,715 

283,588 

45,900 

252 

295 

173 

98 

Northern  Natural  Gas  (Dec) 

1,704,802 

1,013,357 

579,774 

120,249 

336 

■ 

■ 

■ 

Northern  States  Bancorp  Detroit  (Dec) 

1,302,228 

109,860 

17,017 

3,475 

194 

486 

231 

226 

Northern  States  Power  (Dec) 

2,032,459 

544,837 

405,072 

68,909 

■ 

353 

■ 

■ 

Northrop  (Dec) 

424,029 

853,293 

86,642 

18,136 

■ 

■ 

395 

■ 

Northrup,  King  (Sept) 

97,926 

153,610 

220,415 

14,221 

393 

387 

354 

235 

Northwest  Airlines  (Dec) 

1,121,153 

758,991 

259,248 

64.748 

41 

493 

236 

290 

Northwest  Bancorporation  (Dec) 

7,055,891 

537,239 

395,803 

50,385 

405 

273 

■ 

191 

Northwest  Industries  (Dec) 

1,088,500 

1,103,700 

115,144 

82,068 

379 

■ 

■ 

■ 

Northwestern  Financial  (Dec) 

1,179,373 

113,214 

28,525 

3,122 

■ 

■ 

359 

397 

Northwestern  Steel  &  Wire  (July) 

239,960 

308,469 

256,142 

34,159 

■ 

474 

■ 

■ 

Norton  (Dec) 

428,887 

558,332 

108,783 

25,118 

370 

176 

210 

213 

Norton  Simon  (June) 

1,198,699 

1,599,831 

453,477 

72,327 

86 

■ 

481 

■ 

Nortrust  Corporation  (Dec) 

3,789,230 

316,365 

160,000 

22,158 

■ 

496 

■ 

332 

NVF (Dec) 

352,538 

533,352 

27,356 

44,067 

104 

26 

129 

34 

Occidental  Petroleum  (Dec) 

3,325,471 

5,537,505 

709,933 

280,677 

481 

145 

■ 

310 

Ogden  (Dec) 

875,400 

1,858,119 

129,256 

46,623 

■ 

■ 

466 

■ 

Ohio  Casualty  (Dec) 

475,070 

316,216 

169,153 

22,416 

226 

■ 

249 

240 

Ohio  Edison  (Dec) 

1,835,267 

498,355 

376,378 

63,194 

■ 

■ 

295 

378 

Oklahoma  Gas  &  Electric  (Dec) 

799,851 

226,954 

324,347 

37,205 

429 

■ 

■ 

■ 

Old  Kent  Financial  (Dec) 

1,021,938 

78,330 

61,440 

10,797 

461 

240 

460 

252 

Olin  Corp  (Dec) 

953,323 

1,249,391 

171,698 

59,480 

■ 

■ 

■ 

444 

Olinkraft  (Dec) 

259,601 

291,800 

114,101 

29,454 

■ 

272 

423 

336 

Otis  Elevator  (Dec) 

764,209 

1,104,171 

200,435 

43.529 

■ 

■ 

■ 

477 

Overseas  Shipholding  Group  (Dec) 

416,225 

154,712 

87,750 

26,991 

■ 

358 

246 

395 

Owens-Corning  Fiberglas  (Dec) 

653,588 

828,482 

377,580 

34,671 

222 

122 

204 

188 

Owens-Illinois  (Dec) 

1,845,283 

2,116,436 

468,281 

83,472 

■ 

326 

■ 

■ 

PACCAR  (Dec) 

406,774 

907,987 

125,736 

23,340 

49 

162 

61 

38 

Pacific  Gas  &  Electric  (Dec) 

6,019,481 

1,726,755 

1,430,525 

261,237 

279 

339 

366 

342 

Pacific  Lighting  (Dec) 

1,598,297 

875,241 

248,673 

42,414 

■ 

■ 

480 

■ 

Pacific  Lumber  (Dec) 

118,463 

126,067 

160,080 

20,770 

280 

■ 

294 

276 

Pacific  Power  &  Light  (Dec) 

1,588,430 

246,979 

324,590 

54,129 

272 

190 

■ 

■ 

Pan  American  World  Airways  (Dec) 

1,637,261 

1,527,962 

81,742 

-81,774 

295 

469 

221 

225 

Panhandle  Eastern  Pipe  Line  (Dec) 

1,517,635 

563,588 

418,659 

68,969 

72 

111 

■ 

■ 

Penn  Central  (Dec) 

4,271,429 

2,247,261 

24,114 

-195,034 

139 

20 

44 

91 

J  C  Penney  (Jan) 

2,745,176 

6,935,710 

2,127,854 

125,067 

205 

■ 

264 

189 

Pennsylvania  Power  &  Light  (Dec) 

1,985,428 

472,036 

357,484 

83,317 

■  Not  on 

All  per  sha 

500  list, 
re  data  adj 

usted  for  stock  splits  and  d 

vidends  through  May  15,  1975. 

• 
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oster  of  the  U.S/s  Biggest  Corporations 


t  Profits 

PER  SHARE  DATA:  1974 

Officers  &  Directors 

After 
aordinary 

Cash 

* 

His  Total 

Rank 

As  a  Group 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration^ 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

<$) 

Group 

232,137 

3.67 

0.72 

15 

William  S  Anderson 

275,000 

220 

'  2,511,053 

43 

77,198 

2.27 

1.78 

12% 

Guy  W  Nichols 

125,019 

638 

616,144 

22 

7,688 

2.49 

1.40 

11 

Mark  C  Wheeler 

129,254 

621 

509,275 

23 

68,103 

3.35 

2.20 

163/4 

William  A  Lyons 

135,000 

602 

785,725 

25 

147,990 

4.55 

1.55 

19 

Plato  Malozemoff 

273,172 

226 

1,387,600 

24 

95,913 

149,562 

1.70 

1.92 

1.18 

8 

John  G  Haehl  Jr 

105,223 

711 

1,155,226 

34 

111,454 

3.23 

1.00 

11% 

Ray  C  Adam 

248,188 

278 

2,193,915 

30 

79,518 

121,076 

2.33 

2.32 

0.40 

13% 

William  C  Weaver  Jr 

171,092 

476 

722,319 

17 

182,167 

10.84 

5.00 

60% 

John  P  Fishwick 

273,999 

225 

1,599,737 

30 

29,741 

45,485 

2.78 

2.83 

1.15 

12% 

Pieter  C  Vink 

217,604 

345 

1,872,783 

28 

87,229 

133,060 

1.38 

1.85 

1.02 

6% 

Lelan  F  Sillin  Jr 

151,875 

545 

750,260 

31 

70,984 

2.80 

1.92 

17% 

Clarence  J  Gauthier 

133,845 

605 

799,642 

22 

72,640 

1.92 

1.36 

14% 

Dean  H  Mitchell 

100,000 

728 

546,305 

19 

208,817 

10.61 

3.10 

52% 

Willis  A  Strauss 

246,085 

283 

1,664,674 

20 

4,439 

1.16 

1.00 

6% 

Benjamin  H  Paddock  III 

79,788 

787 

357,703 

13 

138,834 

2.40 

1.84 

16 

David  F  McElroy 

108,333 

700 

1,356,108 

38 

31,050 

4.86 

1.36 

2378 

Thomas  V  Jones 

362,004 

87 

3,332,036 

41 

16,150 

1.42 

0.08 

21  % 

D  Kenneth  Christensen 

81,500 

781 

817,982 

21 

160,961 

3.00 

0.45 

12 

Donald  W  Nyrop 

274,167 

224 

1,231,591 

27 

58,726 

4.26 

1.60 

33i/2 

Henry  T  Rutledge 

153,869 

537 

1,443,317 

49 

42,068 

111,368 

9.56 

18.56 

0.94 

183/4 

Ben  W  Heineman 

412,500 

46 

1,718,200 

22 

7,208 

4,653 

0.68 

1.58 

0.30 

6% 

Edwin  Duncan  Jr 

48,637 

823 

349,088 

24 

40,176 

4.55 

2.32 

34% 

W  Martin  Dillon 

99,900 

737 

616,825 

11 

• 

37,741 

4.68 

1.58 

2OV4 

Robert  Cushman 

217,176 

346 

1,813,970 

29 

103,935 

1.59 

0.29 

10% 

David  J  Mahoney 

405,000 

49 

2,077,464 

26 

26,449 

4.43 

1.34 

32 

Edward  B  Smith 

281,250 

210 

2,901,735 

47 

58,262 

14.37 

none 

14V4 

Victor  Posner 

474,150 

23 

2,140,977 

22 

410,180 

4.74 

none 

123/4 

Armand  Hammer 

317,500 

142 

2,760,700 

25 

70,676 

4.52 

0.80 

133/8 

Ralph  E  Ablon 

452,525 

28 

2,925,262 

33 

24,134 

3.91 

1.16 

291/2 

Howard  L  Sloneker  Jr 

109,847 

694 

456,802 

11 

55,781 

106,843 

1.71 

1.80 

1.65      * 

H% 

#D  Bruce  Mansfield 

161,525 

511 

618,464 

20 

59,784 

1.94 

1.36 

18% 

Donald  S  Kennedy 

87,330 

764 

539,155 

24 

11,765 

2.64 

0.66 

15 

Richard  M  Giliett 

111,040 

685 

314,835 

19 

33,913 

113,592 

5.07 

7.15 

0.80 

14% 

James  F  Towey 

354,725 

100 

3,328,010 

40 

45,183 

3.70 

1.00 

14»/2 

Marjen  H  Collet 

213,808 

355 

1,035,226 

22 

58,003 

5.43 

2.20 

241/2 

Ralph  A  Weller 

224,141 

326 

2,136,186 

36 

45,471 

2.77 

0.15 

9 

Morton  P  Hyman 

60,000 

812 

339,632 

15 

68,109 

2.33 

0.88 

253/8 

William  W  Boeschenstein 

154,500 

535 

1,937,763 

44 

157,656 

5.74 

1.57 

333/4 

Edwin  D  Dodd 

390,167 

57 

3,958,796 

43 

29,855 

2.83 

1.30 

151/4 

Charles  M  Pigott 

225,830 

313 

1,302.156 

20 

427,842 

3.27 

1.86 

20% 

Shermer  L  Sibley 

190,550 

423 

1,769,710 

40 

86,967 

2.11 

1.68 

14% 

Paul  A  Miller 

178,439 

454 

921,348 

19 

24,106 

5.19 

2.48 

40 

Edward  M  Carpenter 

126,223 

631 

808,544 

13 

85,030 

2.03 

1.60 

14 

Don  C  Frisbee 

110,000 

690 

892,606 

32 

42,575 

-2.00 

none 

2 

William  T  Seawell 

187,990 

429 

2,235,576 

50 

139,421 

4.59 

2.00 

28% 

Richard  L  0'Shields 

167,391 

487 

1,565,065 

30 

-107,360  • 

-8.09 

none 

1 

Archibald  D  Johnson 

25,000 

825 

55,000 

7 

195,967 

2.12 

1.15 

35% 

Donald  V  Seibert 

153,649 

541 

3,491,701 

48 

17,479 

135,716 

2.88 

3.07 

1.74 

15% 

Jack  K  Busby 

101,973 

723 

1,144,270 

39 

"-" 

director's  fees, 

and  deferred  compensation;  excludes  stock  option 

s.                      #  New  CEO  in  1975. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK:  1974 

Assets 

Sales 

Market  Value 
of  Common 

Market 

Net 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

■ 

426 

■ 

478 

Pennwalt  (Dec) 

519,194 

641,002 

137,436 

26,983 

232 

318 

163 

87 

Pennzoil  (Dec) 

1,797,902 

939,585 

593,721 

127,450 

206 

372 

178 

176 

Peoples  Gas  (Sept) 

1,983,480 

795,776 

554,864 

86,765 

320 

124 

93 

174 

PepsiCo  (Dec) 

1,380,02§ 

2,080,759 

963,747 

87,419 

■ 

■ 

320 

■ 

Perkin-Elmer  (July) 

219,851 

272,042 

292,941 

17,159 

■ 

336 

■ 

■ 

Pet  (Mar) 

466,502 

883,238 

106,013 

20,577 

■ 

■ 

376 

■ 

Petrie  Stores  (Jan) 

104,913 

225,997 

240,778 

20,347 

■ 

■ 

453 

■ 

Petrolite  (Oct) 

61,213 

92,187 

178,294 

8,514 

259 

187 

38 

80 

Pfizer  (Dec) 

1,683,094 

1,541,673 

2,305,622 

135,267 

301 

288 

160 

113 

Phelps  Dodge  (Dec) 

1,492,897 

1,026,091 

601,643 

112,526 

90 

296 

172 

85 

Philadelphia  Electric  (Dec) 

3,668,026 

1,011,726 

579,964 

129,097 

68 

■ 

■ 

493 

Philadelphia  National  Corp  (Dec) 

4,342,922 

389,717 

120,120 

26,388 

145 

127 

34 

53 

Philip  Morris  (Dec) 

2,653,263 

2,042,094 

2,748,720 

175,516 

82 

34 

26 

18 

Phillips  Petroleum  (Dec) 

4,028,112 

4,980,704 

3,291,412 

429,777 

■ 

299 

420 

464 

Pillsbury  (May) 

650,159 

1,004,231 

201,996 

28,309 

■ 

■ 

326 

■ 

Pioneer  Hi-Bred  International  (Aug) 

112,367 

145,594 

284,899 

19,106 

126 

■ 

■ 

495 

Pittsburgh  National  Corp  (Dec) 

2,993,943 

229,068 

137,236 

26,223 

■ 

253 

145 

107 

Pittston  (Dec) 

687,657 

1,145,729 

645,512 

113,636 

■ 

389 

156 

462 

Polaroid  (Dec) 

768,358 

757,296 

611,924 

28,387 

494 

■ 

459 

411 

Portland  General  Electric  (Dec) 

850,952 

146,001 

172,125 

32,918 

■ 

■ 

454 

320 

Potlatch  (Dec) 

433,351 

487,868 

177,889 

45,289 

253 

■ 

292 

243 

Potomac  Electric  Power  (Dec) 

1,700,984 

441,855 

325,352 

61,236 

258 

159 

191 

153 

PPG  Industries  (Dec) 

1,686,040 

1,744,003 

509,429 

93,728 

■ 

■ 

445 

■ 

Prentice-Hall  (Dec) 

136,012 

176,077 

183,199 

18,840 

114 

37 

7 

28 

Procter  &  Gamble  (June) 

3,071,322 

4,912,279 

6,713,563 

316,695 

385 

406 

410 

412 

Provident  Life  &  Accident  (Dec) 

1,147,348 

699,605 

206,724 

32,904 

237 

■ 

■ 

■ 

Provident  National  Corp  Philadelphia  (Dec) 

1,784,549 

163,793 

60,016 

13,619 

357 

■ 

380 

362 

Public  Service  Company  of  Colorado  (Dec) 

1,232,906 

363,703 

237,735 

39,232 

404 

■ 

248 

282 

Public  Service  Company  of  Indiana  (Dec) 

1,096,129 

260,862 

376,919 

52,436 

69 

204 

159 

67 

Public  Service  Electric  &  Gas  N  J  (Dec) 

4,331,261 

1,455,873 

604,107 

153,840 

■ 

445 

■ 

■ 

Pueblo  International  (Jan) 

121,709 

589,432 

11,277 

1,937 

■ 

213 

333 

349 

Pullman  (Dec) 

806,711 

1,411,411 

280,688 

41,332 

■ 

243 

340 

356 

Quaker  Oats  (June) 

776,389 

1,227,345 

272,337 

39,878 

■ 

■ 

371 

■ 

Quaker  State  Oil  Refining  (Dec) 

194,196 

267,305 

244,766 

24,107 

150 

■ 

■ 

■ 

"Rainier  Bancorporation  (Dec) 

2,623,697 

214,233 

52,038 

13,932 

328 

72 

65 

160 

Ralston  Purina  (Sept) 

1,349,687 

3,073.210 

1,321,928 

90,691 

238 

115 

■ 

■ 

Rapid-American  (Jan) 

1,775,000? 

2,210,000? 

33,635 

-43,465 

■ 

■ 

421 

■ 

Raychem  (June) 

117,720 

118.538 

201,955 

8,437 

469 

141 

244 

260 

Raytheon  (Dec) 

917,761 

1.928,855 

379,129 

57,751 

92 

43 

115 

109 

RCA  (Dec) 

3,642,200 

4,594,300 

800,703 

113,300 

■ 

453 

■ 

452 

Reliance  Electric  (Oct) 

375,702 

579,982 

92,917 

28,904 

312 

377 

■ 

■ 

Reliance  Group  (Dec) 

1,439,763 

784,285 

27,797 

-13,929 

387 

■ 

■ 

■ 

1  'Republic  New  York  Corp  (Dec) 

1,141,459 

95.387 

53,464 

13,711 

67 

■ 

476 

391 

Republic  of  Texas  Corp  (Dec) 

4,381,983 

378,245 

163,328 

34,966 

193 

80 

261 

56 

Republic  Steel  (Dec) 

2,041,590 

2,741,370 

363,960 

170,706 

■ 

399 

■ 

■ 

Reserve  Oil  &  Gas  (Dec) 

241,242 

720,844 

52,169 

13,677 

■ 

438 

148 

295 

Revlon  (Dec) 

589,781 

609,234 

631,984 

49,804 

110 

61 

40 

30 

R  J  Reynolds  Industries  (Dec) 

3,126,074 

3,299,668 

2,223,162 

310,698 

167 

132 

367 

117 

Reynolds  Metals  (Dec) 

2,323,728 

1,993,189 

247,883 

111,132 

■   Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and 

P— Preliminary. 

14)  Ft 
dividends  through  May  15,  1975.                           15)  F 

>rmerly  Marine  Bancorp. 

irmerly  Republic  National  Bank  of  New  York. 

224 


FORBES,    MAY    15,    19; 


toster  of  the  U.S.'s  Biggest  Corporations 


Net  Profits 

PER  SHARE  DATA:  1974 

Officers  &  Directors 

After 

Cash 

,    ..■' 

i 

His  Total 

Rank 

As  a  Group 

traordinary 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration!; 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

44,715 

2.81 

1.24 

17% 

William  P  Drake 

288,333 

201 

1,670,162 

26 

218,057 

3.67 

1.05 

18»/2 

J  Hugh  Liedtke 

245,574 

284 

2,851,160 

40 

162,397 

4.80 

2.36 

30% 

Robert  M  Drevs 

183,750 

441 

1,029,683 

17 

135,420 

3.69 

1.30 

40% 

Donald  M  Kendall 

377,837 

71 

2,667,066 

25 

22,025 

0.98 

0.23 

163/4 

Chester  W  Nimitz  Jr 

174,533 

462 

1,507,158 

29 

35,352 

2.93 

1.38 

16»/2 

Boyd  F  Schenk 

187,500 

431 

1,900,925 

38 

21,734 

2.89 

0.77 

341/4 

Milton  J  Petrie 

85,800 

768 

706,188 

21 

11,356 

2.90 

1.10 

60>/2 

Ellis  L  Brown 

112,800 

679 

498,337 

16 

178,967 

1.93 

0.79 

32% 

Edmund  T  Pratt  Jr 

316,775 

144 

2,194,574 

22 

121,676 

149,064 

5.47 

5.92 

2.20 

29i/« 

George  B  Munroe 

293,300 

191 

1,541,555 

23 

206,899 

1.81 

1.64 

10% 

Robert  F  Gilkeson 

159,526 

521 

1,004,537 

26 

31,377 

4.53 

2.00 

20% 

G  Morris  Dorrance  Jr 

138,437 

594 

1,452,846 

44 

215,374 

3.15 

0.75 

48 

Joseph  F  Cullman  3rd 

368,997 

76 

4,524.005 

44 

402,138 

703,321 

5.66 

5.30 

1.45 

431/4 

William  F  Martin 

328,006 

131 

2,989,912 

30 

54,119 

5.04 

1.68 

36 

William  H  Spoor 

203,000 

382 

3,396,883 

61 

21,849 

1.86 

0.40 

27V4 

R  Wayne  Skidmore 

116,043 

671 

679,318 

12 

38,161 

4.38 

1.59 

22 

Merle  E  Gilliand 

162,264 

509 

775,459 

33 

107,446 

146,068 

6.17 

5.83 

0.58 

36% 

Nicholas  T  Camicia 

179,294 

450 

652,550 

22 

68,001 

0.86 

0.32 

18% 

Edwin  H  Land 

212,278 

358 

1,728,157 

29 

45,833 

2.17 

1.51 

123/4 

Frank  M  Warren 

105,000 

712 

669,693 

27 

65,404 

6.20 

1.25 

24% 

Richard  B  Madden 

191,335 

420 

1,766,901 

37 

101,579 

1.63 

1.16 

9% 

W  Reid  Thompson 

149,400 

559 

876,624 

25 

• 

165,426 

4.51 

1.70 

24i/2 

Robinson  F  Barker 

356,943 

97 

3,827,942 

55 

20,189 

1.88 

0.94 

18% 

Frank  J  Dunnigan 

152,295 

544 

820,716 

16 

404,129 

3.85 

1.80 

81 1/2 

Edward  G  Harness 

434,233 

34 

5,066,331 

38 

33,957 

34,689 

3.34 

3.45 

0.54 

21 

Henry  C  Unruh 

114,900 

675 

1,102,349 

32 

15,079 

3.31 

1.78 

16 

Roger  S  Hillas 

100,000 

728 

595,134 

20 

78,612 

1.68 

1.20 

12% 

Robert  T  Person 

125,010 

639 

684,383 

23 

81,745 

3.79 

2.49 

29% 

Carroll  H  Blanchar 

130,834 

616 

890,573 

30 

270,800 

2.35 

1.72  • 

II1/2 

Edward  R  Eberle 

160,000 

515 

1,448,355 

39 

8,683 

0.43 

0.31 

2% 

Harold  Toppel 

157,257 

529 

748,046 

17 

53,714 

5.69 

1.55 

38% 

Samuel  B  Casey  Jr 

214,720 

349 

1,559,425 

25 

66,048 

1.91 

0.77 

13 

Robert  D  Stuart  Jr 

249,496 

274 

3,080,231 

40 

36,463 

1.68 

0.61 

17 

Thomas  A  Anderson 

94,081 

750 

564,459 

16 

17,313 

3.75 

0.91 

14 

G  Robert  Truex  Jr 

144,090 

576 

626,313 

34 

131,063 

2.56 

0.80 

371/4 

R  Hal  Dean 

315,000 

151 

1,796,464 

26 

NA 

-6.65 

1.00 

5 

Meshulam  Riklis 

425,000* 

38 

NA 

NA 

14,304 

7.18 

none 

169 

Paul  M  Cook 

105,610 

708 

452,408 

10 

94,444 

3.85 

0.75 

25i/« 

Thomas  L  Phillips 

277,886 

216 

3,194,204 

45 

373400 

1.45 

1.00 

103/4 

Robert  W  Sarnoff 

483,500 

21 

4,767.887 

41 

37,935 

2.67 

0.80 

10% 

Hugh  D  Luke 

293,332 

190 

1,435,200 

23 

-41,590 

45,542 

-2.99 

-6.60 

0.40 

43/4 

Saul  Steinberg 

225,000 

318 

2,176,000 

41 

14,184 

5.08 

none 

17% 

Peter  White 

82,122 

779 

1,115,725 

30 

38,564 

3.75 

1.08 

I71/2 

James  W  Aston 

201,948 

384 

925,214 

42 

264,892 

10.55 

2.80 

22% 

William  J  DeLancey 

242,084 

292 

1,605,915 

25 

21,165 

1.08 

0.10 

4i/4 

John  R  McMillan 

106,004 

706 

696,424 

15 

59,544 

3.76 

1.14 

47% 

Charles  Revson 

380,000 

68 

3,825,681 

25 

427,603 

6.99 

2.73 

52% 

Colin  Stokes 

363,227 

83 

2,619,313 

22 

187,940 

6.23 

1.00 

14% 

Richard  S  Reynolds  Jr 

261,921 

252 

3,207,399 

33 

alary,   bonus, 

director's  lees, 

and  deferred  compensati 

on;  excludes  stock  option 

s.         •   Estimated;  represents  minimum  payable  under  err 

ployment  contract.         NA  Not  available. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1974 

Assets 

Sales 

Market  Value 
of  Common 

Market 

Net 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

■ 

456 

247 

311 

Richardson-Merrell  (June) 

485,867 

576,441 

377,244 

46,362 

337 

■ 

■ 

489 

Richmond  Corp  (Dec) 

1,301,568 

•   328,166 

139,922 

26,674 

271 

■ 

■ 

■ 

Riggs  National  Bank  Washington  D  C  (Dec) 

1,637,444 

117,855 

81,897 

18,207 

■ 

■ 

183 

404 

Roadway  Express  (Dec) 

244,111 

514,476 

535,844 

33,420 

■ 

■ 

278 

481 

A  H  Robins  (Dec) 

190,263 

210,713 

346,183 

26,917 

117 

47 

162 

84 

Rockwell  International  (Sept) 

3,043,000 

4,408,500 

597,525 

130,300 

441 

289 

164 

208 

Rohm  &  Haas  (Dec) 

1,005,527 

1,021,736 

590,751 

74,390 

■ 

■ 

356 

494 

Rorer-Amchem  (Dec) 

183,579 

230,067 

258,242 

26,334 

355 

436 

256 

■ 

Safeco  (Dec) 

1,241,162 

615,161 

369,312 

14,830 
79,205 

302 

16 

101 

200 

Safeway  Stores  (Dec) 

1,490,166 

8,185,190 

891,998 

■ 

409 

279 

171 

St  Joe  Minerals  (Dec) 

496,152 

687,655 

341,861 

88,551 

217 

335 

166 

366 

St  Paul  Companies  (Dec) 

1,868,344 

885,780 

587,132 

38,496 

333 

201 

222 

129 

St  Regis  Paper  (Dec) 

1,307,498 

1,470,762 

418,495 

105,020 

478 

■ 

483 

371 

San  Diego  Gas  &  Electric  (Dec) 

891,447 

289,758 

156,938 

37,856 

148 

209 

132 

134 

Santa  Fe  Industries  (Dec) 

2,640,199 

1,423,079 

703,973 

102,051 

■ 

■ 

392 

■ 

Santa  Fe  International  (Dec) 

357,531 

255,912 

222,624 

22,522 

■ 

405 

32 

93 

Schering-Plough  (Dec) 

658,905 

703,797 

2,830,328 

123,978 

■ 

365 

213 

296 

Jos  Schlitz  Brewing  (Dec) 

565,528 

814,524 

435,840 

48,982 

331 

257 

20 

73 

Schlumberger  Limited  (Dec) 

1,327,588 

1,143,440 

3,962,842 

147,630 

■ 

249 

■ 

467 

SCM  (June) 

646,683 

1,202,248 

83,549 

27,646 

■ 

407 

■ 

■ 

Scot  Lad  Foods  (June) 

107,350 

699,538 

17,285 

5,460 

401 

268 

212 

222 

Scott  Paper  (Dec) 

1,108,488 

1,109,517 

436,484 

69,435 

■ 

418 

■ 

■ 

Scovill  Manufacturing  (Dec) 

369,600 

652,301 

58,146 

14,878 

152 

210 

223 

145 

Seaboard  Coast  Line  Industries  (Dec) 

2,594,389 

1,420,900 

414,732 

97,873 

63 

■ 

■ 

447 

Seafirst  (Dec) 

4,624,890 

375,765 

137,250 

29,350 

■ 

433 

131 

159 

G  D  Searte  (Dec) 

733,609 

621,310 

705,911 

90,864 

18 

9 

6 

16 

ffSears,  Roebuck  and  Co  (Jan) 

15,216,330 

16,078,324 

7,615,153 

500,561 

484 

■ 

■ 

■ 

Security  New  York  State  Corp  (Dec) 

868,875 

71,594 

16,819 

4,807 

17 

232 

322 

271 

Security  Pacific  Corp  (Dec) 

15,487,169 

1,278,401 

289,044 

55,888 

■ 

■ 

319 

■ 

Sedco  (June) 

383,055 

169,715 

293,193 

24,444 

■ 

■ 

490 

■ 

Seven-Up  (Dec) 

103,682 

190,880 

154,462 

16,588 

_ 1 

168 

■ 

■ 

■ 

"ShawmutCorp  (Dec) 

2,300,901 

185,493 

46,283 

9,633 

48 

17 

28 

12 

Shell  Oil  (Dec) 

6,128,884 

7,633,455 

3,157,916 

620,539 

■ 

367 

433 

449 

Sherwin-Williams  (Aug) 

515,563 

802,266 

190,742 

29,279 

291 

171 

338 

54 

Signal  Companies  (Dec) 

1,532,912 

1,645,003 

272,417 

174,601 

■ 

■ 

432 

■ 

Signode  (Dec) 

279,229 

404,795 

191,807 

23,939 

200 

91 

434 

■ 

Singer  (Dec) 

2,016,100 

2,587,000 

190,164 

-10,100 

■ 

■ 

443 

■ 

Skyline  Corp  (May) 

97,952 

300,499 

183,760 

8,851 

■ 

465 

■ 

■ 

A  0  Smith  (Dec) 

361,178 

567.741 

35,489 

482 

■ 

■ 

140 

256 

SmithKline  Corp  (Dec) 

511,337 

518,143 

681,290 

58,131 

■ 

■ 

408 

■ 

Snap-On  Tools  (Dec) 

120,246 

152,984 

208,400 

11,670 

235 

■ 

■ 

■ 

Society  Corp  (Dec) 

1,788,117 

133,535 

27,183 

9,183 

475 

■ 

■ 

498 

South  Carolina  Electric  &  Gas  (Dec) 

902,316 

279,630 

137,022 

25,888 

422 

■ 

■ 

■ 

South  Carolina  National  Corp  (Dec) 

1,045,053 

87,286 

48,045 

10,904 

118 

■ 

■ 

■ 

Southeast  Banking  Corporation  (Dec) 

3,042,087 

256,353 

99,003 

18,896 

399 

■ 

■ 

■ 

''Southern  Bancorporation  of  Alabama  (Dec) 

1,111,928 

85,543 

48,230 

8,801  I 

66 

200 

114 

42 

Southern  California  Edison  (Dec) 

4,403,944 

1,483,432 

830,988 

218,298 

480 

■ 

■ 

■ 

Southern  Cal  First  National  Corp  (Dec) 

880,833 

82,067 

26,709 

4,189 

44 

198 

112 

95 

Southern  Company  (Dec) 

6,574,744 

1,488,995 

851,719 

122.866 

■   Not  on  500  list.                                                                                                                             16)  Fo 
Ail  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1975.                           17)  Fo 
ft  Figures  include  unconsolidated  subsidiaries 

rmerly  Shawmut  Association. 
rmerly  Alabama  Financial  Group. 
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[oster  of  the  U.S.'s  Biggest  Corporations 


et  Profits 
After 

Cash 

PER  SHARE  DATA:  1974 

* 

His  Total 

Rank 

Officers  &  Directors 
As  a  Group 

raordinary 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration?. 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

56,930 

1.96 

0.61 

16»/4 

H  Robert  Marschalk 

266,793 

238 

2,078,051 

24 

24,682 

30,109 

2.93 

1.88 

0.70 

103/4 

Warren  M  Pace 

140,000 

587 

1,230,000 

36 

19,085 

6.39 

1.88 

28V4 

John  M  Christie 

112,345 

682 

965,716 

36 

55,583 

1.70 

0.24 

27V4 

John  L  Tormey 

522,782 

12 

4,395,522 

26 

31,249 

1.03 

0.26 

13V« 

E  Claiborne  Robins 

125,714 

634 

1,421,122 

21 

230,200 

4.14 

2.00 

19% 

Robert  Anderson 

512,288 

14 

4,257,599 

39 

133,775 

5.83 

1.16 

46'/« 

Vincent  L  Gregory  Jr 

292,397 

194 

2,643,191 

27 

31,771 

1.89 

0.83 

18>/2 

John  W  Eckman 

133,600 

607 

470,978 

15 

16,515 

22,806 

1.13 

1.26 

1.00 

28i/4 

Gordon  H  Sweany 

138,299 

595 

571,132 

20 

159,355 

3.07 

1.70 

34i/2 

William  S  Mitchell 

179,904 

449 

4,354,654 

59 

114,412 

8.94 

1.95 

341/2 

John  C  Duncan 

257,416 

256 

1,556,965 

25 

-28,195 

40,768 

1.84 

-1.34 

0.72 

28 

Carl  B  Drake  Jr 

146,259 

568 

1,438,271 

43 

153,824 

4.76 

1.25 

19V4 

George  J  Kneeland 

316,320 

147 

3,426,509 

42 

63,031 

2.09 

1.20 

101/g 

Walter  A  Zitlau 

104,227 

714 

762,421 

27 

183,315 

4.67 

1.80 

271/2 

John  S  Reed 

189,583 

427 

735,742 

17 

58,009 

2.40 

0.23 

233/8 

Edfred  L  Shannon  Jr 

281,041 

211 

1,335,237 

22 

138,645 

2.30 

0.76 

521/2 

Willibald  H  Conzen 

401,000 

51 

1,828,073 

22 

70,674 

1.69 

0.66 

15 

Robert  A  Uihlein  Jr 

225,167 

317 

1,974,920 

43 

218,318 

2.68 

0.46 

71% 

Jean  Riboud 

360,500 

93 

2,385,308 

26 

59,842 

3.02 

0.45 

9V8 

Paul  H  Elicker 

295,038 

188 

1,861,081 

21 

10,348 

2.55 

0.58 

8% 

Walter  RSchaub 

96,744 

744 

566,994 

21 

• 

123,605 

2.00 

0.62 

12% 

Charles  D  Dickey  Jr 

209,630 

368 

1,965,644 

33 

32,088 

1.77 

1.00 

8V4 

Malcolm  Baldrige 

208,959 

372 

1,009,662 

17 

154,553 

6.73 

1.70 

28i/2 

W  Thomas  Rice 

228,841 

309 

1,350,223 

41 

17,596 

34,430 

3.26 

1.96 

1.00 

151/4 

William  M  Jenkins 

174,299 

464 

1,063,932 

35 

106,477 

1.41 

0.46 

133/4 

Daniel  C  Searle 

200,739 

392 

2,105,313 

28 

511,391 

649,516 

3.18 

3.25 

1.85 

48i/« 

Arthur  M  Wood 

344,140 

114 

4,475,162 

39 

4,984 

5,922 

2.24 

2.36 

1.08 

IVA 

J  Wallace  Ely 

97,959 

742 

957,750 

42 

68,773 

2.73 

1.40    - 

14 

Frederick  G  Larkin  Jr 

217,755 

344 

1,267,294 

30 

49,631 

2.41 

0.10 

283/4 

B  Gill  Clements 

61,468 

811 

606,624 

15 

18,936 

1.54 

0.61 

143/4 

Ben  H  Wells 

152,357 

543 

780,076 

17 

11,805 

5.08 

3.00 

243/4 

D  Thomas  Trigg 

100,026 

727 

779,952 

34 

1,123,390 

9.21 

2.45 

463/4 

Harold  N  Bridges 

437,000 

33 

3,907,560 

45 

42,834 

5.24 

2.05 

351/2 

Walter  0  Spencer 

276,902 

219 

1,830,351 

27 

.76,066 

199,156 

7.83 

7.89 

0.73 

Hi/4 

Forrest  N  Shumway 

238,250 

296 

1,950,092 

27 

38,925 

3.31 

0.93 

261/2 

#John  H  Leslie 

128,814 

623 

1,321,135 

26 

78,700 

-0.89 

2.45 

II1/2 

Donald  P  Kircher 

200,000 

394 

2,652,185 

42 

11,794 

0.79 

0.24 

16% 

Arthur  J  Decio 

NA 

— 

773,483 

14 

13,089 

0.10 

0.78 

7i/4 

Lloyd  B  Smith 

187,200 

433 

1,673,740 

30 

68,635 

3.91 

2.00 

45% 

Robert  F  Dee 

234,482 

300 

1,807,648 

26 

14,707 

1.21 

0.49 

211/2 

Robert  L  Grower 

176,806 

456 

1,085,484 

22 

11,444 

4.78 

1.34 

17 

Walter  F  Uneberger  Jr 

120,000 

661 

857,064 

36 

48,643 

1.58 

1.47 

9% 

Arthur  M  Williams  Jr 

118,180 

666 

943,717 

38 

10,766 

12,405 

3.01 

2.97 

0.83 

131/4 

John  H  Lumpkin 

110,888 

687 

515,687 

9 

22,823 

1.77 

0.79 

9V4 

Harry  H  Bassett 

151,772 

547 

1,196,685 

23 

10,568 

2.41 

0.97 

131/4 

Guy  H  Caffey  Jr 

102,978 

717 

565,446 

26 

334,487 

4.10 

1.65 

I71/2 

Jack  K  Horton 

195,029 

409 

1,373,843 

32 

6,117 

1.14 

0.70 

7i/4 

Richard  T  Silberman 

52,884 

820 

661,100 

39 

283,323 

1.41 

1.40 

8% 

Alvin  W  Vogtle  Jr 

164,887 

498 

810,494 

21 

ilary,  bonus 

.  director's  fees, 

and  deferred  compensation;  excludes  stock  optio 

ns.                      #  New  CEO  in  1975. 
NA-Less  than  $40,000 

;  exact  amount  not 

available. 
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The  Dimensions  of  American  Busines 


WHERE  THEY  RANK:  1974 


Assets      Sales 


Market      Net 
Value      Profits 


Company  (and  fiscal  year  end) 


Assets 
($000) 


Sales 
($000) 


Market  Value 

of  Common 

(SOW) 


Net  Profits 
($000) 


413 

391 

93 

197 


498 
■ 

164 
325 
175 


215 
323 
134 
154 
334 


253 
341 
114 
172 
442 


Southern  Natural  Resources  (Dec)  1,066,276  523,358  429,937  59,211 

Southern  New  England  Telephone  (Dec)  1,121,889  434,696  288,792  42,433 

Southern  Pacific  (Dec)  3,614,268  1,712,797  695,604  111,911 

Southern  Railway  (Dec)  2,023,698  909,325  618,892  88,106 

Southland  Corp  (Dec)  485,985  1,609,257  278,848  29,736 


211 
314 


450 


379 

■ 

347 
455 


491 


Southland  Royalty  (Dec)  62,971  36,751  239,072  14,439 

Southwest  Bancshares  Houston  (Dec)  1,911,438  137,759  73,200  14,578 

Southwestern  Life  Corp  (Dec)  1,411,367  276,259  263,441  25,406 

Southwestern  Public  Service  (Aug)  464,783  137,387  177,837  26,499 

Sperry  1  Hutchinson  (Dec)  628,693  581,777  63,327  13,895 


182 


409 


89 
477 

■ 

298 
432 


95 
■ 

281 
67 


112 

■ 

382 
170 


Sperry  Rand  (Mar)  2,155,410  2.613,486  943,616  112,558 

Springs  Mills  (Dec)  436,959  555,860  77,958  13,590 

Square  D  (Dec)  308,663  461,721  340,112  36,354 

Squibb  Corp  (Dec)  1,074,727  1,004,646  1,282,796  88,936 

A  E  Stale*  Manufacturing  (Sept)  284,502  621,386  117,239  15,048 


463 

170 

125 

269 

■ 

■ 

493 

■ 

27 

7 

21 

8 

33 

15 

8 

7 

151 

117 

42 

89 

Standard  Brands  (Dec) 

950,080 

1,647,938 

740,400 

55,932 

indard  Brands  Paint  (Sept) 

54,822 

96,202 

153,867 

7,651 

Standard  Oil  Calif  (Dec) 

11,634,193 

17,191,186 

3,774,802 

970,018 

Standard  Oil  Indiana  (Dec) 

8,915,190 

9,085,415 

6,392,978 

970,266 

Standard  Oil  Ohio  (Dec) 

2,621,484 

2,166,177 

2,173,740 

125,911 

218 

■ 

■ 

■ 

State  Street  Boston  Financial  Corp  (Dec) 

1,858.154 

170,264 

50,600 

11,393 

■ 

348 

219 

203 

Stauffer  Chemical  (Dec) 

749,726 

859,097 

419,634 

77,751 

■ 

331 

62 

199 

Sterling  Drug  (Dec) 

673,025 

890,491 

1,408,816 

79.367 

■ 

235 

■ 

361 

J  P  Stevens  (Oct) 

750,479 

1,264,104 

136,711 

39,386 

■ 

245 

■ 

■ 

Stop  &  Shop  Companies  (Jan) 

261,990 

1,223,791 

31,146 

10,106 

■ 

329 

■ 

393 

Levi  Strauss  (Nov) 

470,362 

897,696 

142,800 

34,869 

403 

229 

■ 

■ 

Studebaker-Worthington  (Dec) 

1,104,492 

1,290,376 

61,332 

9,747 

476 

■ 

■ 

■ 

Suburban  Bancorp  (Dec) 

896,660 

70,589 

111,080 

10,816 

241 

■ 

■ 

■ 

Sun  Banks  of  Florida  (Dec) 

1,759,942 

133,498 

73,380 

11,742 

81 

51 

59 

21 

Sun  Oil  (Dec) 

4,063,278 

3,799,581 

1,489,078 

377,727 

■ 

393 

471 

423 

Sunbeam  (Mar) 

527,983 

739,879 

167,003 

31,365 

186 

■ 
195 

■ 

454 
461 


138 

■ 
274 


245 

■ 
432 

■ 
455 


Super  Valu  Stores  (Feb)  192,923  1,542,515  56,625  11,061 

Superior  Oil  (Dec)  822,136  332,651  690,924  60,997 

Supermarkets  General  (Jan)  309,273  1,498,475  24,345  2,673 

Tampax(Dec)  120,587  126,448  349,773  30,423 

Tandy  (Juno)  392,602  579,082  104,915  20,446 

Tecumseh  Products  (Dec)  223,726  571,001  112,135  28.738 


173 
45 

348 
■ 
15 


103 
32 

■ 


467 

438 

50 


10 


426 
27 

■ 

254 
4 


Tektronix  (May)  251,061  271,428  169,046  21,353 

TtTeledyne  (Dec)  2,249,635  2,432,305  188,601  31,137 

Tenneco(Dec)  6,401,557  5.001,470  1.720,741  321,468 

Tennessee  Valley  Bancorp  (Dec)  1,262,190  104,824  50.427  7,326 

Tesoro  Petroleum  (Sept)  350,954  510,765  147,175  58,715 

Texaco  (Dec)  17,176,121  23,255,497  5,671,821  1,586,441 


289 

■ 

■ 

■ 

89 

■ 

321 

451 

162 

277 

130 

150 

486 

408 

418 

328 

459 

180 

57 

168 

■ 

■ 

293 

499 

"Texas  American  Bancshares  (Doc) 

1,537,343 

116,548 

52,224 

Texas  Commerce  Bancshares  (Dec) 

3,683,659 

272,435 

292,824 

'•Texas  Eastern  (Dec) 

2,438,409 

1.064,946 

707,513 

Texas  Gas  Transmission  (Dec) 

863,891 

692,556 

202,717 

Texas  Instruments  (Dec) 

960,429 

1,572,487 

1,549,443 

Texas  Oil  A  Gas  (Aug) 

318,754 

167,104 

325,087 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15.  1975. 

tt  Figures  include  unconsolidated  subsidiaries. 


18)  Formerly  Fort  Worth  National  Corp. 

19)  Formerly  Texas  Eastern  Transmission 


11,956 
28,909 
95,100 
44,572 
89,621 
25,881 
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poster  of  the  U.S.'s  Biggest  Corporations 


let  Profits 
After 

Cash 

PER  SHARE  DATA:  1974 

His  Total 

Rank 

Officers  &  Directors 
As  a  Group 

inordinary 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration:}: 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

116,888 

5.82 

1.58 

423/4 

John  S  Shaw  Jr 

372,563 

74 

1,405,026 

18 

104,937 

3.78 

2.84 

28 

Alfred  W  Van  Sinderen 

120,360 

659 

947,502 

26 

229,182 

4.20 

2.20 

26% 

Benjamin  F  Biaggini 

255,325 

258 

1,072,843 

22 

148,056 

5.83 

2.02 

423/4 

W  Graham  Claytor  Jr 

229,140 

307 

2,184,347 

33 

54,986 

1.75 

0.34 

16 

John  P  Thompson 

262,307 

251 

1,520,505 

17 

19,827 

2.45 

0.70 

4oy2 

1  Jon  Brumley 

57,291 

815 

444,854 

19 

16,585 

2.39 

0.96 

12 

Aylmer  G  McNeese  Jr 

187,714 

430 

751,125 

15 

25,544 

25,639 

2.46 

2.47 

0.83 

251/2 

William  H  Seay 

143,349 

579 

449,504 

20 

39,287 

1.22 

0.84 

9% 

Roy  Tolk 

87,400 

763 

523,067 

23 

26,078 

1.35 

1.00 

7% 

William  S  Beinecke 

200,000 

394 

2,634,839 

45 

262,351 

3.27 

0.71 

273/8 

J  Paul  Lyet 

339,529 

119 

1,359,448 

18 

35,659 

1.56 

0.71 

9 

H  William  Close 

241,407 

293 

3,477,261 

49 

43,599 

1.55 

1.10 

14% 

Mitchell  P  Kartalia 

251,171 

266 

1,205,887 

22 

111,461 

1.98 

0.83 

283/4 

Richard  M  Furlaud 

364,016 

82 

2,508,795 

30 

25,568 

5.69 

1.45 

443/8 

Donald  E  Nordlund 

210,000 

365 

1,426,709 

25 

77,114 

4.05 

1.87 

53% 

Henry  Weigl 

304,000 

177 

1,706,255 

20 

9,117 

1.45 

0.27 

29% 

John  DeGregory 

65,000 

807 

338,633 

12 

1,480,370 

5.71 

1.93 

22% 

Harold  J  Haynes 

412,975 

45 

4,309,634 

33 

1,532,277 

6.86 

1.65 

43% 

John  E  Swearingen 

487,894 

20 

3,761,466 

26 

147,511 

194,345 

3.44 

4.03 

1.36 

60 

Charles  E  Spahr 

394,654 

56 

2,605,952 

31 

14,713 

4.95 

2.40 

22 

George  B  Rockwell 

158,252 

525 

814,201 

30 

• 

108,678 

7.87 

2.10 

423/4 

H  Barclay  Morley 

219,800 

337 

2,297,972 

36 

92,398 

1.35 

0.68 

23% 

W  Clarke  Wescoe 

204,719 

378 

2,172,952 

28 

71,139 

3.39 

1.10 

11% 

James  D  Finley 

360,511 

92 

3,651,005 

33 

11,992 

25,110 

3.20 

3.80 

0.95 

97/8 

Sidney  R  Rabb 

183,625 

442 

950,542 

20 

46,289 

3.20 

0.48 

13% 

Walter  A  Haas  Jr 

173,070 

469 

1,610,510 

25 

39,407 

1.92 

1.32 

18% 

Derald  H  Ruttenberg 

317,198 

143 

2,405,149 

27 

12,062 

1.73 

1.20 

17% 

Robert  F  Tardio 

51,231 

821 

480,995 

16 

13,923 

1.20 

0.57     • 

7% 

Richard  F  Livingston 

80,925 

783 

1,065,730 

40 

597,150 

8.31 

0.91 

36% 

H  Robert  Sharbaugh 

280,497 

212 

2,114,998 

26 

44,707 

2.25 

0.95 

11% 

Robert  P  Gwinn 

200,000 

394 

1,455,498 

26 

18,188 

2.88 

0.83 

143/4 

Jack  J  Crocker 

122,749 

645 

1,344,934 

24 

67,997 

100,258 

15.15 

16.89 

1.40 

172 

Howard  B  Keck 

406,952 

48 

1,417,257 

17 

14,855 

0.32 

0.20 

3 

Milton  Perlmutter 

108,000 

703 

1,222,520 

22 

32,783 

2.70 

1.60 

31 

Thomas  F  Casey 

120,425 

658 

779,688 

24 

28,574 

1.92 

none 

U% 

Charles  D  Tandy 

283,920 

207 

1,710,485 

21 

34,960 

5.25 

1.85 

20% 

Kenneth  G  Herrick 

95,000 

746 

671,160 

19 

29,462 

2.47 

0.20 

19% 

Earl  Wantland 

87,603 

762 

809,244 

20 

78,655 

1.29 

none 

9% 

Henry  E  Singleton 

350,000 

107 

1,490,629 

17 

632,143 

4.08 

1.52 

23% 

Wilton  E  Scott 

449,540 

29 

4,056,353 

35 

8,575 

1.90 

0.74 

13 

William  F  Earthman 

144,427 

575 

1,111,525 

34 

50,949 

71,059 

5.55 

5.76 

0.18 

14% 

Robert  V  West  Jr 

151,827 

546 

1,534,755 

28 

2,231,959 

5.84 

2.10 

20ft 

Maurice  F  Granville 

559,917 

7 

5,230,602 

56 

14,303 

2.92 

0.68 

12% 

Lewis  H  Bond 

108,091 

701 

725,791 

38 

32,802  • 

2.71 

0.80 

28 

Ben  F  Love 

192,050 

418 

1,275,371 

47 

189,864 

3.71 

1.67 

29 

George  F  Kirby 

222,816 

328 

1,919,127 

27 

103,932 

4.58 

1.73 

23% 

William  M  Elmer 

201,278 

388 

1,621,928 

31 

176,879 

3.92 

0.92 

673/4 

Mark  Shepherd  Jr 

379,210 

69 

4,774,053 

54 

40,234 

1.32 

0.01 

16% 

Louis  A  Beecherl  Jr 

109,999 

693 

783,195 

19 

iry.  bonu; 

,  director's  fees. 

and  deferred  compensation;  excludes  stock  option 

s. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1974 


Assets      Sales 


Market       Net 
Value       Profits 


Company  (and  fiscal  year  end) 


Market  Value 

Assets 

Sales 

of  Common 

Net  Profits 

($000) 

($000) 

($000) 

($000) 

138 

397 

68 

94 

Texas  Utilities  (Dec) 

2,769,066 

726,597 

1,282,500 

123,107 

453 

464 

117 

74 

Texasgulf  (Dec) 

976,937 

568,526 

790,455 

147,442 

308 

123 

260 

125 

Textron  (Dec) 

1,457,90* 

2,113,754 

364,119 

105,904 

318 

■ 

■ 

■ 

Third  National  Corp  (Dec) 

1,387,361 

111,820 

39,369 

7,367 

■ 

■ 

425 

■ 

Thomas  &  Betts  (Dec) 

98,473 

119,107 

196,885 

15,225 

398 

■ 

■ 

■ 

"Tiger  International  (Dec) 

1,112,575 

337,953 

90,125 

15,021 

■ 

360 

368 

291 

Time  Inc  (Dec) 

745,296 

825,569 

247,755 

50,224 

■ 

395 

277 

255 

Times  Mirror  (Dec) 

585,359 

735,364 

347,635 

58,521 

■ 

413 

353 

281 

Timken  Company  (Dec) 

541,491 

665,492 

259,999 

52,932 

367 

■ 

290 

402 

Trans  Union  Corp  (Dec) 

1,205,111 

490,298 

326,976 

33,700 

201 

96 

■ 

■ 

Trans  World  Airlines  (Dec) 

2,007,864 

2,515,135 

67,830 

-23,574 

60 

116 

251 

357 

Transamerica  (Dec) 

4,727,649 

2,202,161 

373,434 

39,826 

292 

500 

■ 

■ 

Transco  Companies  (Dec) 

1,531,983 

520,276 

114,190 

12,244 

■ 

443 

■ 

■ 

"Transway  International  (Dec) 

187,961 

592,121 

84,318 

18,558 

31 

42 

113 

72 

Travelers  (Dec) 

9,841,531 

4,604,926 

848,124 

147,900 

244 

■ 

■ 

■ 

Trust  Company  of  Georgia  (Dec) 

1,756,755 

155,473 

95,040 

12,553 

254 

98 

252 

138 

TRW  (Dec) 

1,698,372 

2,486,022 

372,358 

100,930 

■ 

421 

■ 

■ 

Turner  Construction  (Dec) 

107,126 

644,817 

11,441 

3,124 

149 

106 

282 

137 

UAL  (Dec) 

2,628,867 

2,365,067 

339,318 

101,002 

78 

■ 

■ 

■ 

Union  Bancorp  (Dec) 

4,084,194 

354,801 

78,482 

17,021 

■ 

323 

167 

155 

Union  Camp  (Dec) 

799,173 

910,308 

586,935 

92,496 

58 

29 

37 

15 

Union  Carbide  (Dec) 

4,882,800 

5,320,100 

2,524,537 

530,100 

233 

■ 

■ 

■ 

Union  Commerce  Corp  (Dec) 

1,797,049 

141,245 

30,122 

6,731 

196 

■ 

269 

250 

Union  Electric  (Dec) 

2,030,103 

468,656 

351,633 

59,786 

472 

■ 

■ 

■ 

Union  National  Bank  Pittsburgh  (Dec) 

910,613 

64,159 

54,000 

9,442 

98 

46 

72 

32 

Union  Oil  Company  of  California  (Dec) 

3,458,650 

4,419,049 

1,218,984 

288,003 

121 

177 

54 

83 

Union  Pacific  Corp  (Dec) 

3,027,823 

1,599,416 

1,580,631 

130,373 

389 

■ 

■ 

■ 

Union  Planters  Corp  (Dec) 

1,123,666 

100,288 

23,033 

-16,753 

488 

■ 

■ 

■ 

Union  Trust  Bancorp  (Dec) 

856,914 

59,045 

36,780 

8,507 

266 

109 

473 

298 

Uniroyal  (Dec) 

1,647,060 

2,300,533 

166,006 

48,630 

316 

■ 

■ 

■ 

United  Bank  Corp  of  New  York  (Dec) 

1,409,387 

95,767 

76,822 

15,090 

351 

■ 

■ 

■ 

United  Banks  of  Colorado  (Dec) 

1,246,147 

107,996 

39,200 

7,612 

382 

128 

■ 

■ 

United  Brands  (Dec) 

1,161,082 

2,020,526 

35,022 

-46,838 

298 

■ 

■ 

■ 

United  Financial  Corp  of  California  (Dec) 

1,502,783 

116,180 

29,235 

8,017 

■ 

440 

■ 

■ 

United  Gas  Pipe  Line  (Dec) 

565,037 

607,711 

64,908 

20,205 

223 

■ 

■ 

■ 

United  Jersey  Banks  (Dec) 

1,844,791 

138,718 

51,034 

7,637 

412 

294 

■ 

427 

United  Merchants  &  Manufacturers  (June) 

1,066,720 

1,015,819 

72,888 

30,900 

465 

■ 

■ 

■ 

United  Missouri  Bancshares  (Dec) 

938,532 

64,003 

37.417 

7,924 

132 

■ 

■ 

■ 

U  S  Bancorp  (Dec) 

2,902,990 

207,338 

128.603 

23,174 

215 

315 

220 

324 

U  S  Fidelity  &  Guaranty  (Dec) 

1,874,253 

950,163 

419,236 

45,000 

■ 

345 

384 

425 

United  States  Gypsum  (Dec) 

744,814 

862,310 

232,330 

31,277 

417 

181 

■ 

■ 

U  S  Industries  (Dec) 

1,049,041 

1,566,679 

78,450 

18,171 

36 

14 

45 

10 

United  States  Steel  (Dec) 

7,717,493 

9,186,403 

2,058,422 

634,858 

■ 

■ 

■ 

372 

United  States  Sugar  (Oct) 

145,601 

134,610 

121,325 

37,847 

229 

60 

241 

131 

"United  Technologies  (Dec) 

1,820,112 

3,321,106 

383,279 

104,705 

160 

312 

177 

190 

United  Telecommunications  (Dec) 

2,460,537 

954,840 

569,804 

83,292 

154 

■ 

■ 

■ 

United  Virginia  Bankshares  (Dec) 

2,557,954 

202,604 

65,538 

12,999 

■ 

499 

■ 

■ 

Univar  (Feb) 

153,499 

522,050 

39,097 

15,544 

■ 

430 

■ 

■ 

Universal  Leaf  Tobacco  (June) 

212,855 

626,124 

59,262 

11,398 

■   Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1975. 


20)  Formerly  Flying  Tiger. 

21)  Formerly  United  States  Freight. 

22)  Formerly  United  Aircraft. 
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FORBES,    MAY    15,    197 


Roster  of  the  U.S.'s  Biggest  Corporations 


Net  Profits 
After 

itraordinary 

Cash 

PER  SHARE  DATA:  1974 

.     A. 

His  Total 

Rank 

Officers  &  Directors 
As  a  Group 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration!; 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

202,100 

2.18 

1.09 

21% 

T  Louis  Austin  Jr 

145,771 

571 

849,990 

15 

188,412 

4.84 

0.98 

25% 

Charles  F  Fogarty 

311,514 

161 

2,164,913 

31 

151,543 

2.83 

1.08 

12V& 

G  William  Miller 

307,079 

170 

2,176,143 

41 

9,134 

3.09 

1.00 

16y2 

John  W  Clay 

84,935 

770 

528,177 

19 

18,651 

1.99 

0.66 

253/4 

J  David  Parkinson 

123,764 

644 

698,691 

18 

51,804 

1.20 

0.40 

7V4 

Wayne  M  Hoffman 

226,346 

312 

762,628 

17 

72,704 

5.01 

2.00 

24% 

Andrew  Heiskell 

284,623 

206 

4,606,154 

48 

88,871 

1.73 

0.45 

10% 

Franklin  D  Murphy 

322,674 

139 

2,573,700 

30 

80,650 

5.01 

2.00 

243/4 

Herbert  E  Markley 

336,942 

123 

1,911,443 

16 

67,331 

3.30 

1.50 

32 

Jerome  W  Van  Gorkom 

282,000 

208 

1,190,000 

14 

98,628 

-2.01 

none 

5'/4 

Charles  C  Tillinghast  Jr 

166,557 

488 

2,111,192 

39 

40,079 

125,203 

0.61 

0.61 

0.59 

53/4 

John  R  Beckett 

271,650 

232 

1,722,657 

34 

87,165 

0.55 

1.12 

5y8 

William  J  Bowen 

173,000 

471 

805,382 

24 

19,533 

25,993 

2.86 

3.01 

1.40 

13 

G  Russell  Moir 

244,418 

287 

1,149,905 

18 

108,500 

147,900 

3.33 

2.43 

1.06 

193/4 

Morrison  H  Beach 

290,487 

200 

2,164,818 

35 

15,820 

2.91 

1.12 

22 

Augustus  H  Sterne 

124,920 

642 

880,337 

29 

167,275 

3.05 

1.12 

14 

Horace  A  Shepard 

350,200 

105 

4,860,025 

51 

3,430 

2.97 

1.20 

10% 

Howard  S  Turner 

201,667 

386 

1,868,077 

31 

291,801 

4.04 

0.65 

14 

Edward  E  Carlson 

272,959 

228 

1,360,801 

22 

18,548 

1.45 

0.61 

63/4 

Harry  J  Volk 

188,370 

428 

679,093 

22 

125,574 

6.13 

1.65 

38% 

Alexander  Calder  Jr 

287,500 

202 

2,743,083 

36 

778,400 

8.69 

2.18 

41% 

F  Perry  Wilson 

449,138 

30 

4,102,073 

35 

8,113 

1.53 

1.33 

7% 

Joseph  C  Coakley 

139,600 

590 

878,367 

20 

112,802 

1.37 

1.28 

9V2 

Charles  J  Dougherty 

160,000 

515 

910,250 

21 

10,527 

3.15 

1.20 

18 

Richard  D  Edwards 

62,733 

809 

466,557 

32 

724,535 

8.92 

1.91 

39% 

Fred  L  Hartley 

458,214 

26 

1,968,722 

24 

220,552 

5.69 

2.60 

683/4 

Frank  E  Barnett 

345,150 

109 

2,019,018 

31 

-15,222 

-5.46 

0.69 

7Vz 

William  M  Matthews  Jr 

63,300 

808 

323,668 

16 

9,593 

3.47 

1.34    _ 

15 

J  Stevenson  Peck 

78,909 

789 

320,606 

30 

113,583 

1.65 

0.70 

6V4 

#George  R  Vila 

311,025 

164 

1,620,649 

26 

16,042 

2.80 

1.37 

14V* 

Peter  D  Kiernan 

70,067 

802 

626,724 

20 

9,679 

2.43 

1.20 

i2y2 

Neil  F  Roberts 

109,517 

695 

755,908 

24 

43,607 

-14,961 

-4.55 

-4.25 

none 

3% 

fEli  M  Black 

NA 

- 

NA 

NA 

9,165 

1.27 

0.20 

4% 

Anthony  M  Frank 

120,266 

660 

667,017 

21 

52,663 

1.29 

0.30 

63/4 

J  Hugh  Roff  Jr 

105,300 

709 

1,008,208 

29 

9,771 

1.42 

1.04 

9V2 

Edward  A  Jesser  Jr 

134,512 

604 

1,183,705 

44 

46,791 

5.18 

1.40 

1274 

Martin  J  Schwab 

150,200 

551 

3,687,000 

43 

8,958 

3.60 

1.05 

17 

R  Crosby  Kemper 

90,262 

756 

504,851 

12 

26,213 

2.86 

0.97 

15% 

John  A  Elorriaga 

143,902 

578 

1,274,917 

43 

36,453 

47,287 

2.88 

2.24 

2.46 

253/4 

Williford  Gragg 

125,000 

640 

884,168 

37 

58,428 

1.70 

1.60 

14 

Graham  J  Morgan 

252,475 

263 

1,471,787 

26 

44,566 

0.44 

0.56 

2»/2 

1  John  Billera 

206,540 

373 

1,677,909 

31 

1,020,547 

11.72 

2.20 

38 

Edgar  B  Speei 

396,834 

54 

6,288,667 

69 

41,103 

15.44 

2.80 

49V2 

John  B  Boy 

161,400 

512 

866,718 

24 

183,173 

6.62 

1.95 

32% 

Harry  J  Gray 

466,563 

25 

3,536,900 

38 

203,964* 

1.62 

1.06 

12% 

Paul  H  Henson 

166,000 

493 

1,391,981 

31 

16,178 

2.49 

1.12 

I21/2 

Kenneth  A  Randall 

145,439 

572 

1,126,087 

41 

19,523 

6.79 

0.64 

19'/4 

James  H  Wiborg 

144,039 

577 

992,176 

23 

15,506 

4.80 

1.82 

25V4 

Gordon  L  Crenshaw 

148,588 

560 

1,345,210 

23 

lary,  bonus 

director's  fees 

and  deferred  compensat 

on;  excludes  stock  options. 

#  New  CEO  in  1975. 
t  Deceased;  successor 
NA  Not  available. 

not  yet  named. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1974 


Assets      Sales 


Market       Net 
Value      Profits 


Company  (and  fiscal  year  end) 


Assets 
($000) 


Sales 
($000) 


Market  Value 

of  Common 

($000) 


Net  Profits 
($000) 


■ 

■ 
225 

■ 
474 


361 

373 

■ 

410 


58 
402 

■ 
71 


466 
224 
313 

■ 
146 


"UOP(Dec)  443,084  825,093  112,275  27,752 

Upjohn  (Dec)  718,818  -    794,575  1,497,893  69,105 

USLIFE(Dec)  1,837,249  450,271  214,090  46,265 

USM(Feb)  604,317  686,044  50,234  20,984 

Utah  International  (Oct)  908,670  501,227  1,245,870  96,941 


119 

■ 
96 


384 


447 


409 
202 


445 
436 


106 


Utah  Power  &  Light  (Dec)  798,954  152,585  182,479  29,410 

UV  Industries  (Dec)  449,780  472,115  69,700  30,285 

Valley  National  Bank  Arizona  (Dec)  3,033,125  242,916  104,681  16,499 

Vetco  Offshore  Industries  (Apr)  84,690  66,817  207,452  7,723 

Virginia  Electric  &  Power  (Dec)  3,530,012  764,012  476,660  114,809 


213 


99 


320 


462 


439 
433 


Virginia  National  Bankshares  (Dec)  1,895,423  159,555  58,565  13,114 

Vornado  (Jan)  376,303  927,447  22,583  2,451 

Vulcan  Materials  (Dec)  276,504  431,026  129,942  29,972 

Wachovia  Corp  (Dec)  3,451,250  283,193  137,647  30,362 

Waldbaum  (Dec)  78,824  570,320  9,323  3,425 


470 

276 

491 

23 


301 
400 
143 
■ 
287 


46 

■ 
352 


300 
64 

■ 
307 


Walgreen  (Sept)  283,142  996,616  65,950  7,569 

Warner  Communications  (Dec)  914,680  720,076  132,466  48,470 

Warner-Lambert  (Dec)  1,618,270  1,911,046  2,040,324  155,323 

Washington  National  Corp  (Dec)  855,347  350,117  58,460  18,222 

Wells  Fargo  (Dec)  12,675,123  1,030,162  260,130  47,369 


14 

299 

70 


451 

196 

497 

23 


245 

■ 
107 


184 
■ 

465 
385 


West  Point-Pepperell  (Aug)  356,806  580,762  89,100  24,725 

Western  Bancorporation  (Dec)  18,727,125  1,497,743  378,651  84,320 

Western  Union  (Dec)  1,502,348  532,144  125,595  5,564 

Westinghouse  Electric  (Dec)  4,301,804  5,798,513  866,660  28,132 

Westmoreland  Coal  (Dec)  154,486  420,017  119,776  36,153 


112 


351 
435 
83 
285 
173 
293 


400 

■ 

24 

■ 
182 


239 

■ 

35 
211 

■ 
367 


Westvaco  (Oct)  661,695  856,465  215,218  63,245 

Wetterau  (Mar)  108,784  618,446  54,970  7,198 

ttWeyerhaeuser  (Dec)  3,122,183  2,705,109  3,469,644  276,197 

Wheeling-Pittsburgh  Steel  (Dec)  722,361  1,037,182  65,018  73,418 

Whirlpool  (Dec)  745,156  1,619,969  536,214  24,946 

White  Consolidated  Industries  (Dec)  733,185  1,016,621  96,871  38,477 


496 
340 


341 


217 

■ 

379 
261 

■ 
303 


477 
149 


376 
148 


White  Motor  (Dec)  839,959  1,389,806  61,883  22,564 

Whitney  Holding  Corp  (Dec)  1,287,127  81,051  92,055  11,991 

Whittaker  (Oct)  563,415  778,246  28,320  9,861 

Wickes(Jan)  489,010  1,120,781  76,348  14,890 

Willamette  Industries  (Dec)  362,090  388,712  162,519  37,516 

Williams  Companies  (Dec)  1,285,898  993,408  629,663  95,629 


485 


Wilmington  Trust  Delaware  (Dec) 


■ 

94 

186 

285 

Winn-Dixie  Stores  (June) 

376,945 

2,528,014 

525,195 

51,500 

388 

■ 

253 

308 

Wisconsin  Electric  Power  (Dec) 

1,136,307 

431,580 

372,204 

46,921 

■ 

476 

■ 

■ 

Witco  Chemical  (Dec) 

310,670 

556,792 

90,680 

23,694 

189 

49 

343 

234 

F  W  Woolworth  (Jan) 

2,077,541 

4,177,104 

267,094 

64,820 

■ 

■ 

478 

■ 

WmWrigleyJr(Dec) 

194,530 

271,724 

162,401 

18,156 

77 

56 

19 

24 

Xerox  (Dec) 

4,090,055 

3,576,442 

4,080,963 

331,083 

■ 

■ 

309 

■ 

Yellow  Freight  System  (Dec) 

206,149 

393,508 

302,111 

23,997 

■ 

459 

■ 

424 

Zale  (Mar) 

434,056 

571,145 

120,042 

31,310 

■ 

■ 

■ 

490 

Zapata  (Sept) 

585,365 

322,237 

74,095 

26,526 

■ 

279 

■ 

■ 

Zayre  (Jan) 

345,442 

1,052,841 

13,379 

832 

■ 

322 

430 

■ 

Zenith  Radio  (Dec) 

530,195 

910,525 

192,669 

11.955 

■   Not  on 

All  per  sha 
tt  Figures 

500  list.                                                                                                                      23)  Formerly  Universal  Oil  Products, 
re  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1975. 
include  unconsolidated  subsidiaries. 
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:oster  of  the  U.S.'s  Biggest  Corporations 


Net  Profits 

PER  SHARE  DATA:  1974 

Officers  &  Directors 

After 

litraordinary 

Cash 

* 

His  Total 

Rank 

As  a  Group 

Earnings 

Market 

Total 

Number 

Items 

Flow 

Before 

After 

Price 

Remuneration^ 

Among  826 

Remuneration 

In 

($000) 

($000) 

Extraordinary  Items 

Dividends 

(Dec  31) 

Chief  Executive 

($) 

Others 

($) 

Group 

39,618 

2.78 

0.70 

IVA 

John  0  Logan 

277,092 

218 

1,593,003 

22 

87,943 

2.34 

0.94 

50% 

Ray  T  Parfet  Jr 

277,401 

217 

2,697,615 

27 

46,074 

49,137 

2.07 

2.06 

0.29 

10 

Gordon  E  Crosby  Jr 

214,614 

351 

961,249 

30 

25,205 

43,802 

4.62 

5.64 

0.95 

12% 

William  S  Brewster 

172,084 

475 

1,112,678 

26 

134,817 

3.08 

0.71 

39% 

Edmund  W  Littlefield 

337,615 

122 

2,029,075 

28 

46,310 

3.40 

2.33 

23% 

E  Allan  Hunter 

84,457 

772 

469,550 

24 

40,980 

7.19 

0.92 

17 

Martin  Horwitz 

250,000 

269 

1,004,044 

26 

21,767 

1.85 

0.81 

11% 

James  B  Mayer 

129,266 

620 

1,048,289 

41 

10,657 

1.19 

none 

31 

Fritz  R  Huntsinger 

47,100 

824 

403,589 

12 

127,162 

192,566 

1.62 

1.86 

1.18 

Wa 

John  M  McGurn 

128,238 

624 

1,153,242 

34 

15,828 

2.91 

1.12 

13 

W  Wright  Harrison 

154,697 

533 

812,211 

34 

15,351 

0.41 

none 

33/4 

Frederick  Zissu 

161,311 

513 

678,012 

15 

50,951 

5.30 

1.60 

233/8 

Bernard  A  Monaghan 

239,224 

295 

1,469,162 

23 

34,092 

2.06 

0.76 

123/8 

John  F  Watlington  Jr 

270,497 

235 

1,133,551 

29 

8,092 

1.61 

none 

43/8 

Ira  Waldbaum 

132,600 

610 

545,600 

14 

14,891 

1.15 

1.00 

10 

Charles  R  Walgreen  III 

135,971 

599 

1,125,224 

21 

68,326 

2.54 

0.40 

83/4 

Steven  J  Ross 

385,008 

62 

2,837,593 

28 

192,199 

1.98 

0.81 

26 

E  Burke  Giblin 

341,250 

116 

3,179,802 

34 

18,272 

21,593 

2.64 

2.65 

0.70 

9% 

G  Preston  Kendall  Sr 

98,980 

739 

768,847 

17 

47,369 

2.39 

0.96 

13 

Richard  P  Cooley 

224,183 

325 

3,196,661 

77 

37,968 

5.20 

2.00 

183/4 

John  P  Howland 

244,413 

288 

1,217,189 

24 

102,253 

3.54 

1.40 

15% 

Ralph  J  Voss 

195,950 

408 

1,698,741 

51 

104,944 

0.25 

1.40 

9 

Russell  W  McFall 

186,117 

436 

678,963 

16 

161,793 

0.31 

0.97 

10 

#  Donald  C  Burn  ham 

265,000 

241 

5,508,553 

74 

45,122 

10.60 

1.00 

35% 

E  B  Leisenring  Jr 

94,240 

749 

592,754 

17 

104,781 

5.70 

1.18 

193/8 

David  L  Luke  III 

197,000 

404 

1,674,348 

31 

10,724 

1.35 

0.46 

10 

Ted  C  Wetterau 

86,410 

766 

689,921 

24 

446,867 

2.17 

0.80 

273/8 

George  H  Weyerhaeuser 

315,000 

151 

2,911,366 

33 

101,879 

19.23 

0.35 

173/4 

Robert  E  Lauterbach 

313,016 

157 

1,420,056 

22 

66,262 

0.69 

0.80. 

14% 

John  H  Platts 

229,876 

306 

1,462,944 

25 

56,409 

3.09 

0.70 

83/4 

Edward  S  Reddig 

403,333 

50 

2,530,628 

31 

32,966 

2.60 

0.40 

7% 

Semon  E  Knudsen 

324,333 

137 

1,778,023 

29 

11,991 

10.94 

4.50 

85 

William  A  Carpenter 

143,000 

580 

652,479 

29 

23,615 

0.44 

none 

13/8 

Joseph  F  Alibrandi 

192,472 

416 

1,438,202 

29 

11,906 

27,262 

1.54 

1.23 

1.00 

m 

E  L  McNeely 

224,210 

324 

2,689,386 

34 

53,160 

3.15 

0.66 

13% 

Gene  D  Knudson 

96,535 

745 

979,546 

19 

124,288 

4.07 

0.25 

32% 

John  H  Williams 

313,686 

154 

1,992,425 

23 

9,688 

4.22 

2.95 

26 

William  W  Geddes 

88,572 

760 

454,691 

27 

47,623 

81,979 

2.52 

2.33 

1.29 

27% 

Bert  L  Thomas 

272,000 

229 

',758,750 

26 

108*77 

2.57 

1.81 

22% 

John  G  Quale 

121,255 

652 

733,070 

20 

36,125 

4.44 

1.12 

17% 

William  Wishnick 

142,058 

584 

2,107,343 

44 

127,795 

2.14 

1.20 

9% 

Lester  A  Burcham 

331,017 

127 

3,113,550 

38 

27,001 

4.61 

3.00 

41»/4 

William  Wrigley 

150,414 

550 

1,137,168 

24 

830,132 

4.18 

1.00 

51% 

C  Peter  McColough 

527,556 

11 

5,089,992 

35 

41,705 

1.69 

0.33 

21>/4 

George  E  Powell  Jr 

163,635 

502 

1,537,838 

30 

38,951 

2.40 

0.74 

93/4 

Donald  Zale 

145,022 

573 

1,854,313 

33 

45,183 

6.30 

0.40 

25% 

William  H  Flynn 

242,969 

291 

1,012,556 

17 

13,485 

0.14 

none 

23/4 

Stanley  H  Feldberg 

100,000 

728 

1,789,000 

41 

13,195 

27,900 

0.63 

0.70 

1.39 

lOV* 

Joseph  S  Wright 

187,500 

431 

1,853,711 

29 

ilary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options.  #  New  CEO  in  1975. 

wal  Notes:  1)  The  sales  figures  exclude  excise  taxes  for  oil,  tobacco  and  liquor  companies.  2)  The  total  common  market  value  is  derived  by  multiplying  the  Dec  31  1974  common 
<  price  by  the  number  of  shares  outstanding.  3)  Cash  flow  is  the  sum  of  net  profits  and  depreciation,  depletion  and  amortization  charges  Some  financial  institutions  do  not  report 
1  charges.  In  those  cases  the  profit  figure  and  the  cash  flow  figure  will  be  identical.  4)  1975  figures  were  used  for  those  February  companies  for  which  they  were  available  at  press 
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A  Roster  of  830  Chief  Executives 


Who  Gets  The  Most  Pay 

Not  necessarily  the  men  who  run  the  biggest  companies 
— or  do  the  best  jobs. 


Whatever  the  muckrakers  may  say, 
executive  salaries  ain't  what  they 
used  to  be.  For  example,  in  1929 
Bethlehem  Steel's  Eugene  Grace  paid 
himself  $1.6  million— and  income  taxes 
were  tiny.  His  successors  must  put  up 
with  smaller  checks  and  higher  taxes: 
Last  year  Bethlehem's  Lewis  Foy 
made  $263,000  before  taxes;  after 
taxes,  less  than  a  tenth  of  Gene 
Grace's  take-home  pay. 

By  the  standards  of  movie  actors, 
rock  singers  or  top-notch  negligence 
lawyers,  the  men  who  move  and 
shake  American  industry  are  fairly 
modestly  compensated.  A  few  years 
ago,  ITT's  Harold  Geneen  speculated 
to  Forbes  that  in  terms  of  the  wealth 
he  was  creating  for  stockholders,  he 
might  be  worth  $5  million  a  year  in- 
stead of  just  short  of  $800,000.  When 
we  asked  him  this  year  why  he  hadn't 


raised  his  salary,  he  replied:  "No  one  < 
moved  up  there,  and  I  didn't  dare  do 
it  alone.  I  still  feel  underpaid."  How 
times  have  changed!  Would  Gene 
Grace  have  cared  what  the  newspa- 
pers (or  the  small  stockholders)  said? 

Things  have  changed  to  the  ex- 
tent that  a  good  many  top  executives 
took  big  cuts  last  year,  especially 
where  bonuses  and  profit  sharing 
were  involved.  The  chief  executives  of 
the  Big  Three  automakers  in  1973 
ranked  first,  second  and  fourth  in 
terms  of  salaries  on  the  Forbes  list. 
Last  year  they  dropped  to  203rd, 
173rd  and  265th.  They  were  replaced 
in  their  top  spots  by  ITT's  Geneen, 
John  Jamieson  of  Exxon  and  William 
Laporte  of  American  Home  Products. 

In  a  way,  the  whole  system  makes 
no  sense.  The  bosses  of  two  relatively 
small    companies,    Boadway    Express 


and  Cook  Industries, 
earned  a  total  of 
$523,000  and  $483,000, 
respectively.  But  John 
deButts,  head  of  AT&T, 
earned  only  $381,000  and  the  head 
man  of  UAL,  Edward  Carlson,  only 
$273,000.  George  Scharffenberger  at 
ailing  City  Investing  had  himself  paid 
$440,000,  Meshulam  Biklis  at  fouled- 
up  Bapid-American  $425,000.  But  the 
bosses  at  highly  successful  S.S.  Kresge 
and  BankAmerica  got  only  $265,000 
and  $249,000,  respectively. 

Included  in  an  executive's  total 
compensation  is  salary,  bonus,  direc- 
tor's fee  and  deferred  compensation 
such  as  profit  sharing  and  thrift  plans. 
This  year,  unlike  last,  incentive  com- 
pensation whose  actual  payout  de- 
pends on  future  corporate  perfor- 
mance is  not  included.   ■ 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration! 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

1 

Intl  Tel  &  Tel 

409.0 

Harold  S  Geneen 

789 

791 

65 

15 

15 

Administration 

2 

Exxon 

133.0 

John  K  Jamieson 

452 

704 

64 

26 

5 

Technical 

3 

Mobil  Oil 

73.1 

Rawleigh  Warner  Jr 

596 

612 

54 

21 

5 

Administration 

4 

Amer  Home  Products 

45.7 

William  F  Laporte 

300 

600 

61 

37 

10 

Administration 

5 

Amer  Broadcasting 

12.5 

Leonard  H  Goldenson 

582 

583 

69 

41 

3 

Legal 

6 

Goodyear 

154.2 

Charles  J  Pilliod 

419 

564 

56 

34 

1 

Sales 

7 

Texaco 

76.4 

Maurice  F  Granville 

453 

560 

59 

36 

3 

Technical 

8 

American  Standard 

57.7 

William  A  Marquard 

259 

552 

55 

23 

3 

Administration 

9 

Gulf  Oil 

52.7 

Bob  R  Dorsey 

544 

548 

62 

34 

3 

Administration 

10 

Alcoa 

50.2 

'John  D  Harper 

516 

528 

65 

42 

10 

Production 

11 

Xerox 

101.4 

C  Peter  McColough 

449 

528 

52 

20 

6 

Sales 

12 

Roadway  Express 

15.2 

John  L  Tormey 

249 

523 

62 

25 

1 

Finance 

13 

American  Brands 

55.0 

Robert  K  Heimann 

474 

514 

56 

21 

2 

Marketing 

14 

Rockwell  Intl 

137.5 

Robert  Anderson 

498 

512 

54 

7 

1 

Technical 

15 

IBM 

292.4 

Frank  T  Cary 

250 

511 

54 

27 

2 

Marketing 

16 

General  Electric 

404.0 

Reginald  H  Jones 

501 

501 

57 

36 

2 

Finance 

17 

Burroughs 

51.6 

Ray  W  MacDonald 

350 

500 

62 

39 

8 

Sales 

18 

Dow  Chemical 

53.3 

Charles  B  Branch 

410 

499 

59 

37 

4 

Technical 

19 

International  Paper 

52.7 

J  Stanford  Smith 

492 

495 

60 

2 

1 

Administration 

20 

Standard  Oil  Ind 

47.2 

John  E  Swearingen 

476 

488 

56 

35 

14 

Production 

21 

RCA 

116.0 

Robert  W  Sarnoff 

379 

484 

56 

27 

7 

Administration 

22 

Cook  Industries 

6.2 

Edward  W  Cook 

483 

483 

52 

27 

7 

Administration 

23 

NVF 

7.1 

Victor  Posner 

342 

474 

57 

9 

8 

Administration 

24 

American  Express 

32.0 

Howard  L  Clark 

464 

473 

59 

30 

15 

Administration 

25 

United  Technologies 

95.0 

Harry  J  Gray 

467 

467 

55 

3 

2 

Administration 

26 

Union  Oil  California 

15.4 

Fred  L  Hartley 

305 

458 

58 

35 

10 

Administration 

27 

CBS 

30.0 

William  S  Paley 

433 

455 

73 

46 

46 

Administration 

28 

Ogden 

35.0 

Ralph  E  Ablon 

394 

453 

59 

20 

13 

Administration 

29 

Tenneco 

81.0 

Wilton  E  Scott 

265 

450 

62 

20 

1 

Technical 

X  Salary. 

bonus,  director's  fees,  and  deferred  compensation; 

excludes  stock  options. 

1)  Succeeded  by  W.  H.  Krome  George, 

3/1/75. 
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International  Paper  explodes  a  myth 
about  International  Paper. 


Because  of  our  name,  some 
people  think  all  we  do  with 
our  forests  is  make  paper. 

Far  from  it. 

We  make  a  lot  of  other 
products.  Long-Bell"  kitchen 
cabinets  (like  those  in  the 
picture).  Lumber.  Plywood. 
Utility  poles.  Pulp.  Corrugated 
containers.  Milk  cartons. 
Hundreds  of  different  products. 

We're  even  taking  steps 
to  develop  our  petroleum  and 
mineral  potential. 

But  we  also  use  our  forests 
for  things  that  money  can't  buy. 

A  home  for  wild  animals 

In  1957  we  started  a  wild- 
.life  program  to  make  sure  our 
forests  would  make  the  best 
possible  home  for  wild  animals. 
Here  are  some  of  the  ways  we 
help  Mother  Nature. 

We  thin  the  woods  to  en- 
courage the  growth  of  tender 
shoots,  twigs  and  leaves  that 
animals  love  to  munch  on. 

We  plant  rye,  chufa  nuts, 
and  wheat. 

In  some  places  we  even 
cut  down  tall  grasses  which, 
oddly  enough,  increases  the 
number  of  insects  for  young 
quail  and  tilrkeys  to  gobble  up. 

We  usually  harvest  with  an 
irregular  border  to  give  animals 
more  enticing  areas  for  brows- 
ing and  better  cover. 

We'll  spare  the  nesting 
tree  of  a  red-cockaded  wood- 
pecker. We've  restocked  alliga- 
tors (an  endangered  species) 
in  the  swamps  of  Arkansas.  We 
saved  500  deer  from  starving 
during  the  '73  Mississippi  flood. 

We're  rewarded.  There  are 


now  more  deer,  quail  and 
rabbits  in  our  managed  forests 
than  there  were  100  years  ago. 

A  haven  for  Man. 

We  believe  our  forests 
should  also  be  used  for  Man's 
enjoyment.  Last  year,  over 
2,000,000  people  enjoyed  some 
form  of  recreation  on  our  lands. 

We  allow  hunting  and 
fishing  on  just  about  all  of  our 
timberlands. 

We  open  our  woods  to 
everyone  whenever  we  can  — 
hikers,  campers,  bike  riders. 
We  even  have  areas  with  boat- 
launching  ramps,  picnic  sites, 
and,  in  some  cases,  nature  trails. 

More  water,  better  air 

Forests  help  conserve 
water.  In  fact,  three-fourths  of 
America's  freshwater  supply 
comes  from  a  third  of  her  land 
—  the  forest  lands. 

Tree  limbs,  leaves  and 


mulch  help  save  water  by 
slowing  down  the  runoff  of 
rain.  This  also  checks  erosion. 

Another  good  thing  about 
trees.  They  increase  the  supply 
of  available  oxygen  —  if  they're 
growing  trees.  (Old  trees  actu- 
ally use  up  as  much  oxygen  as 
they  give  off.)  The  fact  is,  an 
average  acre  of  vigorously 
growing  trees  can  breathe  in 
5  to  6  tons  of  carbon  dioxide 
and  breathe  out  4  tons  of  fresh 
oxygen  every  year. 

Take  a  deep  breath.  Today, 
International  Paper  is  reforest- 
ing its  lands  with  five  trees  for 
every  one  it  harvests. 

Getting  the  greatest  use 
from  our  forests.  Another 
example  of  International 
Paper's  responsiveness  to  a 
fast-changing  world. 
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Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration!; 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

30 

Union  Carbide 

109.6 

F  Perry  Wilson 

443 

449 

60 

34 

4 

Sales 

31 

Deere 

56.0 

William  A  Hewitt 

445 

445 

60 

26 

19 

Marketing 

32 

City  Investing 

36.4 

George  T  Scharff enberger 

403 

440 

55 

9 

9 

Operations 

33 

Shell  Oil 

32.3 

Harold  N  Bridges 

410 

437 

59 

38 

3 

Production 

34 

Procter  &  Gamble 

50.8 

Edward  G  Harness 

383 

434 

56 

34 

1 

Marketing 

35 

Colt  Industries 

23.7 

George  A  Strichman 

426 

433 

58 

12 

12 

Administration 

36 

Minn  Mining  &  Mfg 

83.6 

'Harry  Heltzer 

429 

429 

63 

41 

4 

Production 

37 

Citicorp 

45.0 

Walter  B  Wriston 

311 

425 

55 

28 

5 

Finance 

38 

Rapid-American 

70.0 

Meshulam  Riklis 

375s 

425s 

51 

20 

20 

Finance 

39 

First  Chicago  Corp 

7.5 

Gaylord  Freeman 

389 

423 

65 

40 

6 

Finance 

40 

Borden 

46.7 

Augustine  R  Marusi 

226 

422 

61 

35 

7 

Sales 

41 

Monsanto 

60.9 

John  W  Hanley 

419 

419 

53 

2 

2 

Marketing 

42 

W  R  Grace 

74.8 

J  Peter  Grace 

418 

418 

61 

38 

29 

Finance 

43 

Dresser  Industries 

50.0 

John  V  James 

124 

416 

56 

17 

4 

Finance 

44 

B  F  Goodrich 

48.9 

O  Pendleton  Thomas 

404 

415 

60 

3 

3 

Finance 

45 

Standard  Oil  Calif 

39.5 

Harold  J  Haynes 

308 

413 

49 

27 

1 

Production 

46 

Northwest  Industries 

30.0 

Ben  W  Heineman 

413 

413 

61 

19 

19 

Legal 

47 

Heublein 

18.1 

Stuart  D  Watson 

397 

411 

58 

8 

7 

Marketing 

48 

Superior  Oil 

3.3 

Howard  B  Keck 

401 

407 

62 

41 

22 

Administration 

49 

Norton  Simon 

28.0 

David  J  Mahoney 

375 

405 

51 

8 

5 

Administration 

50 

White  Consolidated 

24.9 

Edward  S  Reddig 

403 

403 

70 

19 

19 

Finance 

51 

Schering-Plough 

15.6 

Willibald  H  Conzen 

191 

401 

61 

44 

4 

Marketing 

52 

GAF 

22.2 

Jesse  Werner 

400 

400 

58 

36 

13 

Technical 

53 

American  Can 

47.4 

William  F  May 

394 

400 

59 

36 

9 

Operations 

54 

United  States  Steel 

187.5 

Edgar  B  Speer 

385 

397 

58 

36 

2 

Production 

55 

Bristol-Myers 

29.7 

Richard  L  Gelb 

389 

396 

50 

24 

3 

Administration 

56 

Standard  Oil  Ohio 

20.3 

Charles  E  Spahr 

322 

395 

61 

35 

16 

Transportation 

57 

Owens-Illinois 

66.8 

Edwin  D  Dodd 

389 

390 

56 

28 

2 

Production 

58 

Celanese 

38.0 

John  W  Brooks 

367 

390 

57 

20 

7 

Marketing 

59 

Gulf  &  Western  Inds 

75.0 

Charles  G  Bluhdorn 

303 

388 

48 

19 

19 

Foundei 

60 

Fluor 

13.6 

J  Robert  Fluor 

352 

388 

53 

29 

7 

Finance 

61 

Clark  Equipment 

32.8 

Bert  E  Phillips 

253 

387 

56 

27 

2 

Marketing 

62 

Warner  Communications 

5.4 

Steven  J  Ross 

385 

385 

47 

13 

13 

Finance 

63 

National  Steel 

37.8 

George  A  Stinson 

371 

384 

60 

13 

9 

Legal 

64 

Allied  Chemical 

32.2 

John  T  Connor 

380 

383 

60 

8 

6 

Legal 

65 

Eastman  Kodak 

124.1 

Walter  A  Fallon 

341 

381 

56 

33 

2 

Production 

66 

American  Tel  &  Tel 

999.8 

John  D  DeButts 

381 

381 

60 

38 

3 

Operations 

67 

IU  International 

40.7 

John  M  Seabrook 

332 

380 

58 

15 

8 

Technical 

68 

Revlon 

18.0 

Charles  Revson 

380 

380 

68 

43 

40 

Founder 

69 

Texas  Instruments 

65.5 

Mark  Shepherd  Jr 

216 

379 

52 

27 

6 

Technical 

70 

Continental  Oil 

41.2 

Howard  W  Blauvelt 

370 

378 

58 

22 

1 

Finance 

71 

PepsiCo 

49.0 

Donald  M  Kendall 

378 

378 

54 

28 

12 

Legal 

72 

Avon  Products 

26.9 

Fred  G  Fusee 

374 

374 

57 

29 

3 

Production 

73 

LTV 

66.0 

W  Paul  Thayer 

374 

374 

55 

26 

4 

Sales 

74 

So  Natural  Resources 

5.2 

John  S  Shaw  Jr 

209 

373 

59 

14 

7 

Finance 

75 

Armco  Steel 

52.1 

Calvin  W  Verity  Jr 

337 

371 

58 

34 

9 

Administration 

76 

Philip  Morris 

38.0 

Joseph  F  Cullman  3rd 

300 

369 

63 

29 

17 

Marketing 

77 

American  Cyanamid 

38.0 

Clifford  D  Siverd 

366 

366 

62 

39 

7 

Administration 

78 

Braniff  Intl 

10.7 

Harding  L  Lawrence 

365 

365 

54 

10 

10 

Legal 

79 

Engelhard  Min  &  Chem 

10.9 

Milton  F  Rosenthal 

344 

364 

61 

10 

4 

Administration 

t  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options 
*   Estimated;  represents  minimum  payable  under  employment  contract 

2)  Succeeded  by  Raymond  H.  Herzog. 
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FORBES,    MAY    15.    1975 


Man's  needs  are  many. 

We've  been  finding  answers 
to  his  needs  for  144  years. 

And  we're  still  at  it. 


FOOD.  Last  year,  we  supplied 
farmers  with  a  billion  and  a  half 
dollars  worth  of  modern  food  and 
fiber-producing  agricultural  equip- 
ment. More  than  80  different  ma- 
chines to  help  in  every  stage  of 
production  of  nearly  every  crop 
grown. 

SHELTER.  We  presently  build 
more  types  of  construction  equip- 


ment than  anyone  else  in  the 
world.  Machines  for  land  clear- 
ing, dam  and  road  building,  con- 
struction of  housing,  mining  and 
pipeline  work. 

TRANSPORTATION.  One  out 

of  every  four  heavy-duty  trucks  on 
the  highway  is  made  by  Interna- 
tional Harvester.  We  also  build 
vehicles   for   recreation,   delivery, 


construction,  plus  rugged  off- 
highway  haulers  for  mining,  pit 
and  quarry,  and  logging  operations. 

ENERGY.  Our  Solar  Gas  Tur- 
bines are  primary  sources  for  the 
transmission  of  power  and  energy 
all  over  the  world.  Solar  turbine 
sets  provide  primary  power  for  off- 
shore rigs,  stand-by  power  for  high- 
rise  buildings  and  hospitals. 


INTERNATIONAL  HARVESTER 


Quality  is  the  foundation  of  our  business. 


Who  Gets  the  Most  Pay 


Rank 

Company 

Number  of 
Employees 
(thousands) 

Chief  Executive 

Compensation 
Salary  &          Total 
Bonus     Remuneration!; 
($000)           ($000) 

Age 

Years  Served 

With          As 

Company    Chief 

Business 
Background 

79 

Cabot 

6.4 

Robert  A  Charpie 

340 

364 

49 

5 

5 

Technical 

81 

Walter  Kidde 

37.0 

Fred  R  Sullivan 

255 

364 

60 

11 

11 

Finance 

82 

Squibb 

34.0 

Richard  M  Furlaud 

360 

364 

52 

19 

9 

Legal 

83 

R  J  Reynolds  Inds 

32.5 

Colin  Stokes 

362 

363 

61 

40 

2 

Production 

84 

Merck 

27.0 

Henry  W  Gadsen 

363 

363 

64 

37 

10 

Operations 

85 

Jim  Walter 

26.4 

James  W  Walter 

340 

363 

52 

29 

29 

Founder 

86 

AMAX 

12.4 

Ian  MacGregor 

356 

362 

62 

17 

8 

Administration 

87 

Northrop 

26.2 

Thomas  V  Jones 

354 

362 

54 

21 

15 

Administration 

88 

Marathon  Oil 

9.5 

James  C  Donnell  II 

353 

362 

64 

42 

26 

Production 

89 

American  Motors 

33.1 

Roy  D  Chapin  Jr 

210 

362 

59 

37 

8 

Technical 

90 

Colgate-Palmolive 

43.6 

David  R  Foster 

272 

362 

54 

29 

4 

Marketing 

91 
92 

Burlington  Northern 
J  P  Stevens 

49.4 
47.1 

Louis  W  Menk 
James  D  Finley 

362 
350 

362 
361 

57 
59 

9 

30 

4 
6 

Operations 
Sales 

93 

Schlumberger 

40.3 

Jean  Riboud 

270 

361 

55 

24 

10 

Legal 

94 

Bendix 

82.1 

Werner  M  Blumenthal 

356 

359 

49 

7 

3 

Administration 

95 

Diamond  Intl 

19.7 

Richard  J  Walters 

349 

359 

45 

26 

4 

Sales 

96 

Cerro 

8.6 

3C  Gordon  Murphy 

357' 

357* 

51 

5 

4 

Technical 

97 

PPG  Industries 

38.0 

Robinson  F  Barker 

348 

357 

61 

39 

7 

Sales 

98 

Kennecott  Copper 

32.3 

Frank  R  Milliken 

302 

356 

61 

22 

14 

Production 

99 

Miss  River  Corp 

24.0 

Downing  B  Jenks 

295 

355 

59 

14 

4 

Operations 

100 
101 

Olin  Corp 
Coca-Cola 

23.0 
31.8 

James  F  Towey 
J  Paul  Austin 

350 
254 

355 

354 

59 
60 

35 
25 

3 

8 

Finance 
Legal 

102 

Anheuser-Busch 

12.2 

August  A  Busch  Jr 

352 

352 

76 

51 

28 

Sales 

103 
104 

Hughes  Tool 
Esmark 

7.3 
33.5 

Raymond  M  Holliday 
Robert  W  Reneker 

278 
350 

351 
351 

60 
62 

37 
41 

3 

7 

Finance 
Sales 

105 

TRW 

88.3 

Horace  A  Shepard 

340 

350 

62 

23 

5 

Administration 

106 

Kerr  McGee 

10.1 

Dean  A  McGee 

213 

350 

71 

38 

21 

Production 

107 
108 

Teledyne 
Marlennan 

50.0 
7.2 

Henry  E  Singleton 
John  M  Regan  Jr 

350 
264 

350 
347 

58 
53 

14 
29 

14 
2 

Founder 
Administration 

109 

Union  Pacific 

30.2 

Frank  E  Barnett 

345 

345 

62 

24 

6 

Legal 

110 

Marcor 

130.0 

Leo  H  Schoenhofen 

345 

345 

59 

34 

13 

Administration 

111 

Johnson  &  Johnson 

54.3 

Richard  B  Sellars 

300 

345 

59 

35 

2 

Sales 

112 

Allis-Chalmers 

27.4 

David  C  Scott 

344 

344 

59 

6 

6 

Technical 

113 

Eaton 

50.2 

E  Mandell  DeWindt 

342 

344 

54 

33 

5 

Sales 

114 

Sears,  Roebuck 

437.0 

Arthur  M  Wood 

343 

344 

62 

29 

2 

Legal 

115 

Anaconda 

24.8 

John  B  M  Place 

335 

344 

49 

3 

3 

Finance 

116 

Warner-Lambert 

58.5 

E  Burke  Giblin 

340 

341 

61 

7 

1 

Administration 

117 

Crane 

24.7 

Thomas  M  Evans 

340 

340 

64 

16 

16 

Finance 

118 

Avnet 

8.5 

Simon  Sheib 

329 

340 

59 

15 

5 

Legal 

119 

Sperry  Rand 

98.8 

J  Paul  Lyet 

329 

340 

58 

31 

2 

Finance 

120 

Fruehauf 

26.4 

Robert  D  Rowan 

213 

339 

53 

20 

1 

Finance 

121 
122 

Chessie  System 
Utah  International 

39.3 
4.6 

Hays  T  Watkins 
Edmund  W  Littlefield 

338 
300 

338 
338 

49 
61 

26 
24 

4 
4 

Finance 
Finance 

123 

124 

Timken  Company 
General  Mills 

22.2 
46.4 

Herbert  E  Markley 
James  P  McFarland 

337 
336 

337 
336 

60 
63 

36 
40 

7 
6 

Legal 
Sales 

125 

Halliburton 

66.6 

John  P  Harbin 

230 

333 

57 

26 

3 

Finance 

126 
127 

Allegheny  Ludlum  Inds 
FWWoolworth 

18.8 
210.0 

4Roger  S  Ahlbrandt 
Lester  A  Burcham 

326 
331 

332 
331 

63 
62 

40 
43 

7 
5 

Sales 
Administration 

128 
129 

Intl  Harvester 
General  Dynamics 

111.0 
63.6 

Brooks  McCormick 
David  S  Lewis 

323 
191 

331 
331 

58 
57 

34 
4 

3 

4 

Production 
Administration 

t  Salary,  bonus,  director's  fees,  and  deferred  compensation; 
•  Tor  1973. 

excludes  stock  options. 

3)  Resigned;  successor  not  yet  named. 

4)  Succeeded  by  Robert  J.  Buckley,  4/75. 
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One  good  banking  idea  in  Canada 
led  us  to  another  in  Frankfurt. 


Over  100  years  ago,  we  saw  Canada's 
need  for  financial  backing  to  develop  her 
rich  natural  resources.  That  was  our  first 
good  idea.  It  led  to  other  good  ideas  in 
Frankfurt  and  in  many  other  places  in 
the  world:  Good  ideas  about  trade, 
investment  and  international  financing. 

Today  we  have  over  1650  branches 
from  the  Atlantic  to  the  Pacific.  Offices  in 
Brussels,  Frankfurt,  London,  Milan,  Paris, 
Zurich,  Hong  Kong,  Tokyo,  Sao  Paulo, 
Sydney-Australia,  Chicago,  Dallas,  Los 
Angeles,  New  York,  Portland-Oregon, 
San  Francisco,  Seattle.  Branches  and 
Trust  services  throughout  the  Caribbean. 
We  are  one  of  the  world's  largest  banks 
with  over  $20  billion  in  assets. 

We  have  seen  a  lot  of  small  businesses 
become  big  businesses  and  a  lot  of  good 
ideas  become  realities. 

If  you  have  a  good  idea  come  and 
talk  to  us.  We  know  what  good  ideas  can 
lead  to.  That's  how  we  became  one  of  the 
world's  largest  banks. 

For  more  information  on  our  inter- 
national banking  services,  contact  our 
representatives  or  write: 
Canadian  Imperial  Bank  of  Commerce 
Head  Office— Commerce  Court 
Toronto,  Canada. 


<]> 


CANADIAN  imperial 

BANK  OF  COMMERCE 


Over  1650  Branches  and  Over  $20  Billion  in  Assets 
New  York  Agency:  22  William  St..  N.Y  10005 
Telephone:  (212)  344-3800 


Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration?. 

With 

As 

Business  • 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

130 

Kaiser  Industries 

23.2 

William  R  Roesch 

330 

330 

49 

1 

1 

Technical 

131 

Phillips  Petroleum 

30.8 

William  F  Martin 

317 

328 

58 

36 

2 

Finance 

132 

Beatrice  Foods 

64.0 

William  G  Karnes 

328 

328 

64 

39 

23 

Legal 

133 

FMC 

48.3 

Robert  H  Malott 

322 

328 

48 

22 

3 

Operations 

134 

III  Central  Inds 

41.5 

William  B  Johnson 

303 

328 

56 

9 

9 

Legal 

135 

Inland  Steel 

34.9 

Frederick  G  Jaicks 

325 

325 

56 

34 

3 

1 
Production 

135 

Airco 

14.0 

George  S  Dillon 

325 

325 

57 

12 

7 

Legal    1' 

137 

White  Motor 

17.9 

Semon  E  Knudsen 

266 

324 

62 

4 

4 

Administration 

138 

Kraftco 

50.4 

William  0  Beers 

323 

323 

60 

37 

3 

Operations 

139 

Times  Mirror 

15.1 

Franklin  D  Murphy 

322 

323 

59 

6 

6 

Administration 

140 

H  J  Heinz 

32.2 

R  Burt  Gookin 

321 

321 

60 

29 

9 

Finance 

141 

Continental  Can 

65.1 

Robert  S  Hatfield 

319 

319 

59 

39 

3 

Sales 

142 

Occidental  Petroleum 

34.4 

Armand  Hammer 

310 

318 

76 

17 

6 

Technical 

143 

Studebaker-Worthington 

29.4 

Derald  H  Ruttenberg 

286 

317 

59 

7 

3 

Finance 

144 

Pfizer 

39.5 

Edmund  T  Pratt  Jr 

316 

317 

48 

10 

2 

Finance 

145 

Greyhound 

54.5 

Gerald  H  Trautman 

265 

317 

62 

29 

9 

Legal 

146 

Gt  Northern  Nekoosa 

10.1 

Samuel  A  Casey 

305 

317 

60 

29 

3 

Legal 

147 

St  Regis  Paper 

30.0 

George  J  Kneeland 

178 

316 

58 

36 

3 

Production 

148 

Oscar  Mayer 

13.3 

P  Goff  Beach 

316 

316 

60 

38 

3 

Operations 

149 

Lucky  Stores 

39.4 

Wayne  H  Fisher 

316 

316 

54 

12 

1 

Administration    1 

150 

Cities  Service 

17.4 

Robert  V  Sellers 

306 

315 

48 

24 

3 

Administration 

151 

Weyerhaeuser 

49.0 

George  H  Weyerhaeuser 

315 

315 

48 

25 

9 

Production   l 

151 

Ralston  Purina 

51.0 

R  Hal  Dean 

315 

315 

58 

36 

7 

Production 

153 

Kimberly-Clark 

34.5 

Darwin  E  Smith 

308 

314 

49 

17 

3 

Legal 

154 

Williams  Companies 

8.9 

John  H  Williams 

257 

314 

56 

34 

24 

Founder 

155 

Louisiana  Land 

0.3 

John  G  Phillips 

282 

314 

52 

24 

2 

Finance 

156 

Boise  Cascade 

27.7 

John  B  Fery 

207 

313 

45 

18 

2 

Production   i 

157 

Wheeling-Pitts  Steel 

18.3 

Robert  E  Lauterbach 

300 

313 

56 

35 

1 

Sales 

158 

Kaiser  Alum  &  Chem 

26.9 

Cornell  C  Maier 

298 

312 

50 

25 

2 

Operations 

159 

Borg-Warner 

44.2 

James  F  Bere 

233 

312 

52 

14 

3 

Production 

160 

Mead 

27.0 

James  W  McSwiney 

312 

312 

59 

40 

6 

Finance 

161 

Texasgulf 

4.3 

Charles  F  Fogarty 

221 

312 

53 

22 

1 

Technical 

162 

Mfrs  Hanover  Corp 

19.9 

Gabriel  Hauge 

262 

311 

61 

16 

4 

Finance 

163 

Chesebrough-Pond's 

15.4 

Ralph  E  Ward 

217 

311 

54 

28 

7 

Marketing 

164 

Uniroyal 

63.8 

sGeorge  R  Vila 

304 

311 

66 

38 

13 

Sales 

165 

May  Dept  Stores 

55.0 

Stanley  J  Goodman 

300 

310 

65 

27 

6 

Retailing 

166 

Carborundum 

17.9 

William  H  Wendel 

160 

310 

61 

28 

13 

Administration 

167 

Chase  Manhattan  Corp 

27.2 

David  Rockefeller 

309 

309 

59 

29 

6 

International 

168 

Burlington  Inds 

81.0 

Horace  C  Jones 

295 

308 

58 

36 

1 

Finance 

169 

General  Tel  &  Elec 

197.7 

Leslie  H  Warner 

307 

307 

64 

37 

8 

Sales 

170 

Textron 

68.0 

G  William  Miller 

302 

307 

50 

19 

7 

Legal 

171 

Combustion  Engineerg 

40.8 

Arthur  J  Santry  Jr 

306 

306 

56 

19 

12 

Legal 

172 

Ingersoll-Rand 

45.6 

William  L  Wearly 

306 

306 

59 

12 

7 

Sales 

173 

Ford  Motor 

464.7 

Henry  Ford  II 

292 

306 

57 

35 

30 

Administration 

174 

Gillette 

33.1 

Vincent  C  Ziegler 

291 

305 

64 

29 

8 

Marketing 

175 

Mapco 

2.0 

Robert  E  Thomas 

296 

305 

60 

15 

15 

Founder 

176 

Koppers 

158 

Fletcher  L  Byrom 

304 

304 

56 

27 

7 

Production  yi 
Legal  f 

177 

Standard  Brands 

21.9 

Henry  Weigl 

213 

304 

62 

31 

11 

178 

Ashland  Oil 

27.0 

Orin  E  Atkins 

296 

304 

50 

25 

10 

len.tl 

179 

Commercial  Metals 

2.5 

Charles  W  Merritt 

250 

303 

59 

38 

5 

Marketing  j 

t  Salary. 

bonus,  director's  fees,  and  deferred  compensation; 

excludes  stock  options. 

5)  Succeeded  by  Oavid  Beretta. 

1/8/75 
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Great  Ideas:  One  of  a  Series 


|CCA| 


Container  Corporation  of  America 
The  Packaging  Side  of  Marcor 


j  greatest  obstacle  to  being  heroic 

he  doubt  whether  one  may  not  be  going  to  prove  one's  self  a  fool; 


Nathaniel  Hawthorne, 

The  Blithedale  Romance, 

1852 

Artist: 

Richard  Hunt 


the  truest  heroism 
is  to  resist  the  doubt; 


and  the  profoundest  wisdom, 

to  know  when  it  ought  to  be  resisted, 

and  when  to  be  obeyed. 


Our  piggy  bank  could 


It's  the  Burn  Treatment  Skin  Bank,  Inc. 
A  subsidiary  of  ours  that  markets 
paper-thin  biological  dressings  of  real 
pig  skin  to  be  used  as  temporary  skin 
grafts  for  severe  burn  cases.  These 
bandages  serve  to  decrease  pain, 
inhibit  infection,  prevent  loss  of  body 
fluids,  and  reduce  loss  of  body  heat. 
And  they  promote  the  recovery 
process,  too. 

The  ready  availability  of  these 
dressings  has  given  doctors  an 
important  new  weapon  in  their  efforts 
to  provide  rapid  and  complete 
recovery  for  their  patients. 

Health  Care— one  of  the  many  ways 
we're  meeting  people's  needs. 


our  skin, 


KEY  SUBSIDIARIES 

OF  THE  GREYHOUND  CORPORATION 

TRANSPORTATION 
Greyhound  Lines 
Greyhound  Lines  of  Canada 
Korea  Greyhound 
Texas,  New  Mexico  &  Oklahoma 

Coaches 
American  Sightseeing  Tours  of  Miami 
Atlanta  Airport  Transportation 
Brewster  Transport 
California  Parlor  Car  Tours 
Carey  Transportation 
Gray  Line  of  New  York 
Gray  Line  of  San  Francisco 
Greyhound  Airport  Services 
Greyhound  World  Tours 
Loyal  Travel  Service 
Motor  Coach  Industries 
New  Mexico  Transportation 
Red  Top  Sedan  Service 
Royal  Hawaiian  Transportation 
Transportation  Manufacturing 

Corporation 
Walters  Transit 

LEASING-FINANCING-COMPUTERS 
Greyhound  Leasing  &  Financial 

Corporation 
Greyhound  Compuier  Corporation 

CONSUMER  PRODUCTS 

AND  PHARMACEUTICALS 

Armour-Dial 

Armour  Pharmaceutical 

Malina  Company 

FOOD 

Armour  Food  Company 

FOODSERVICE 

Greyhound  Food  Management 

Post  Houses 

Prophet  Foods 

Restaura 

SERVICES 

Aircraft  Service  International 
Border  Brokers 
Consultants  &  Designers 
Dispatch  Services 
Exhibitgroup 
Florida  Export  Group 
Freeport  Flight  Service 
General  Fire  &  Casualty 
Global  Productions 
Greyhound  Gift  House 
Greyhound  Rent-a-Car 
Greyhound  Support  Services 
Greyhound  Temporary  Personnel 
Las  Vegas  Convention  Service 
Manncraft  Exhibitors  Service 
Nassau  Air  Dispatch 
Travelers  Express 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


Who  Gets  the  Most  Pay 


Rank 

Company 

Number  of 
Employees 
(thousands) 

Chief  Executive 

Compensation 
Salary  &          Total 
Bonus      Remuneration! 
($000)           ($000) 

Age 

Years  Served 

With          As 

Company    Chief 

Business 
Background 

180 

J  P  Morgan  &  Co 

9.5 

Ellmore  C  Patterson 

275 

303 

61 

39 

3 

Finance 

181 

Abbott  Laboratories 

22.8 

Edward  J  Ledder 

218 

303 

57 

35 

2 

Sales 

182 
183 

Harris  Bankcorp 
E  1  du  Pont 

3.0 
145.3 

William  F  Murray 
Irving  S  Shapiro 

266 
231 

301 
301/ 

62 
59 

40 
24 

4 
1 

Banking 
Legal 

184 

Emerson  Electric 

34.5 

Charles  F  Knight 

300 

300 

39 

2 

1 

Administration 

184 
186 

Federated  Dept  Strs 
Cleveland-Cliffs 

88.7 
6.6 

Ralph  Lazarus 
H  Stuart  Harrison 

300 
199 

300 
300 

61 
65 

40 
37 

8 
13 

Administration 
Finance 

187 

Caterpillar  Tractor 

80.1 

"William  H  Franklin 

287 

296 

66 

34 

2 

Administration 

188 

SCM 

29.6 

Paul  H  Elicker 

292 

295 

52 

18 

3 

Finance 

189 

Liggett  &  Myers 

6.7 

Raymond  J  Mulligan 

281 

295 

53 

11 

1 

Marketing 

190 

Reliance  Electric 

20.0 

Hugh  D  Luke 

213 

293 

63 

21 

9 

Production 

191 
192 

Phelps  Dodge 
Firestone 

14.9 
120.0 

George  B  Munroe 
Richard  A  Riley 

224 
293 

293 
293 

53 
59 

17 
35 

5 
1 

Legal 
Administration 

193 

National  Distillers 

14.3 

Drummond  C  Bell 

222 

293 

59 

18 

4 

Administration 

194 

Rohm  &  Haas 

19.2 

Vincent  L  Gregory  Jr 

290 

292 

51 

25 

4 

Finance 

195 

Atlantic  Richfield 

28.8 

Robert  0  Anderson 

292 

292 

58 

33 

10 

Production 

196 

Crown  Zellerbach 

31.9 

Charles  R  Dahl 

284 

292 

53 

25 

5 

Production 

197 

Johns-Manville 

26.6 

W  Richard  Goodwin 

268 

291 

50 

6 

4 

Operations 

198 

Babcock  &  Wilcox 

40.1 

George  G  Zipf 

291 

291 

54 

32 

6 

Production 

199 

CPC  International 

44.5 

James  W  McKee  Jr 

261 

291 

52 

28 

2 

Finance 

200 

Travelers 

30.2 

Morrison  H  Beach 

245 

290 

58 

36 

2 

Actuary 

201 

Pennwalt 

14.8 

William  P  Drake 

288 

288 

62 

41 

20 

Sales 

202 

Union  Camp 

14.8 

Alexander  Calder  Jr 

227 

288 

58 

34 

15 

Marketing 

203 

General  Motors 

733.9 

Thomas  A  Murphy 

273 

286 

59 

37 

1 

Finance 

204 

Jewel  Companies 

35.3 

Donald  S  Perkins 

239 

285 

48 

21 

4 

Sales 

205 

Dart  Industries 

29.6 

Justin  Dart 

285 

285 

67 

33 

32 

Administration 

206 

Time  Inc 

12.6 

Andrew  Heiskell 

259 

285 

59 

37 

5 

Operations 

207 
208 

Tandy 
Trans  Union 

20.0 
10.0 

Charles  D  Tandy 
Jerome  W  Van  Gorkum 

273 
265 

284 
282 

57 
57 

27 
18 

15 
12 

Administration 
Finance 

209 

Intl  Flavors  &  Frag 

3.1 

Henry  G  Walter  Jr 

158 

281 

64 

12 

12 

Legal 

210 

Nortrust  Corp 

3.1 

Edward  B  Smith 

250 

281 

66 

43 

11 

Finance 

211 

Santa  Fe  Intl 

8.3 

Edfred  L  Shannon  Jr 

240 

281 

48 

21 

12 

Technical 

212 
213 

Sun  Oil 
Diamond  Shamrock 

27.7 
9.8 

H  Robert  Sharbaugh 

Claybourne  A  Cash 

273 
280 

280 
280 

46 
60 

27 
40 

1 
1 

Production 
Production 

214 

Brunswick 

25.8 

John  LHanigan 

209 

279 

63 

11 

9 

Production 

215 

Castle  &  Cooke 

32.7 

'Malcolm  MacNaughton 

267 

279 

65 

33 

12 

Administration 

216 
217 
218 
219 

Raytheon 

Upjohn 

UOP 

Sherwin-Williams 

54.4 
16.6 
11.3 
22.1 

Thomas  L  Phillips 

Ray  T  Parfet  Jr 

John  O  Logan 

Walter  O  Spencer 

278 
227 

255 
273 

278 
277 
277 
277 

51 
52 
64 
48 

26 

27 

8 

26 

6 

14 
3 
3 

Technical 

Finance 

Sales 

Production 

220 

Allied  Stores 

58.5 

Thomas  M  Macioce 

150* 

275" 

56 

15 

3 

Legal 

220 

NCR 

81.0 

William  S  Anderson 

275 

275 

56 

29 

1 

Marketing 

220 
223 

Getty  Oil 
Hercules 

11.4 

25.3 

J  Paul  Getty 
Werner  C  Brown 

275 
272 

275 
275 

82 
56 

27 
32 

27 
4 

Founder 
Sales 

224 

Northwest  Airlines 

11.5 

Donald  W  Nyrop 

274 

274 

63 

20 

20 

Legal 

225 
226 
227 
228 

Norfolk  &  Western  Ry 

Newmont  Mining 

Interlake 

UAL 

30.7 
15.0 
13.4 
59.2 

John  P  Fishwick 

Plato  Malozemoff 

Reynold  C  MacDonald 

Edward  E  Carlson 

256 
273 
263 
233 

274 
273 
273 
273 

58 

65 
56 
63 

29 

29 
8 
4 

5 

21 
6 

4 

Legal 

Technical 

Operations 

Administration 

229 

Cummins  Engine 

20.4 

Henry  B  Schacht 

272 

272 

40 

10 

1 

Administration 

t  Salary,  bonus,  director's  fees,  and  deferred  compensation; 
*  For  fiscal  year  ended  1-31-74. 

excludes  stock  options. 

6)  Succeeded  by  William  L.  Naumann, 

7)  Succeeded  by  Donald  J.  Kirchhoff,  ' 

2/1/78. 

1/1/75. 
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Grace's 

specialty  chemicals 

are  small  but  critical 

ingredients  for 

thousands  of 

different  end 

products.  Our 

customers  can't 

afford  to  do  without 

them— in  good 

times  and  bad. 


At  GRACE,  it  takes  people. 


A  company  with  sales 
o/$3l/2  billion  has  to  be 
doing  something  right! 

One  thing  right  is  the 
people  I  work  with. 


Our  consumer  products 

and  services  bring 
pleasure  into  your  life. 

From  sports  to 
restaurants  to  fashion. 

Grace  helps  you  get 

greater  value  for  every 

dollar. 


At  our  main  research 
center  in  Maryland 
and  in  laboratories 
around  the  world, 
new  products  and 
technologies  are 

born;  and  others  are 

adapted  to  changing 
needs.  Research  is 

our  insurance  for  the 
future. 


At  Grace  Plaza,  our 

New  York  corporate 

headquarters,  we 

monitor  all  results  and 

find  profitable  new 

ventures  for  Grace's 

shareholders. 


In  agricultural  chemicals, 

especially  fertilizers, 

Grace  has  the  raw 

materials  and  plant 

capacity  to  help  farmers 

feed  a  hungry  world  for 

years  to  come. 


way  to  overcome  the 
energy  shortage  is  to 

find  and  develop 
natural  resources  in 
the  U.S.A.  At  Grace, 
we're  doing  just  that. 


Despite  unsettled 

global  economic 

conditions,  Grace's 

international  business 

went  well  in  1974. 


GRACE 


For  more  information  about  the  people  of  Grace,  send  for  our  1974  Annual  Report: 
W.R.  Grace  &  Co.,  1114  Avenue  of  the  Americas,  New  York,  NY.  10036. 


Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  &          Total 

Years  Served 

Employees 

Bonus     Remuneration!; 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000)           ($000) 

Age 

Company 

Chief 

Background 

229 

Winn-Dixie  Stores 

40.0 

Bert  L  Thomas 

272               272 

57 

29 

9 

Production 

231 

Dow  Jones 

3.7 

8William  F  Kerby 

229              272 

66 

42 

9 

Newsman 

232 

Transamerica 

25.3 

John  R  Beckett 

270              272 

57 

14 

9 

Finance 

233 

American  Elec  Power 

17.7 

Donald  C  Cook 

271              271 

66 

21 

13 

Legal 

234 

R  R  Donnelley  &  Sons 

11.6 

Charles  W  Lake  Jr 

194              271 

56 

29 

11 

Administration 

235 

Wachovia  Corp 

8.2 

John  F  Watlington  Jr 

235              270 

64 

41 

19 

Banking 

236 

General  Foods 

47.0 

James  L  Ferguson 

201              270 

49 

11 

1 

Marketing 

237 

Gould 

22.5 

William  T  Ylvisaker 

241              268 

51 

7 

7 

Administration 

238 

Richard  son-Merrell 

14.6 

H  Robert  Marschalk 

255              267 

59 

37 

13 

Sales 

239 

Dillingham 

12.6 

Lowell  S  Dillingham 

237              266 

63 

40 

14 

Administration 

240 

Interco 

39.4 

Maurice  R  Chambers 

136              265 

58 

26 

13 

Sales 

241 

S  S  Kresge 

140.0 

Robert  E  Dewar 

265              265 

52 

26 

3 

Finance 

241 

Westinghouse  Elec 

199.2 

'Donald  C  Burnham 

265              265 

60 

21 

11 

Production 

241 

MCA 

11.0 

Lew  R  Wasserman 

250              265 

62 

38 

28 

Sales 

241 

Merrill  Lynch  &  Co 

18.2 

Donald  T  Regan 

265              265 

56 

29 

4 

Investment 

245 

Household  Finance 

59.0 

Gilbert  R  Ellis 

246              264 

59 

39 

2 

Operations 

246 

Budd 

22.2 

Gilbert  F  Richards 

235              264 

59 

16 

3 

Sales 

247 

Mercantile  Stores 

12.5 

Leon  F  Winbigler 

251              263 

49 

26 

1 

Administration 

248 

Chromalioy  American 

23.0 

Joseph  Friedman 

263              263 

68 

18 

15 

Marketing 

249 

Bethlehem  Steel 

122.0 

Lewis  W  Foy 

263              263 

60 

38 

1 

Administration 

250 

Kroger 

55.5 

James  P  Herring 

262              262 

60 

20 

4 

Marketing 

251 

Southland  Corp 

28.3 

John  P  Thompson 

240              262 

49 

26 

14 

Finance 

252 

Reynolds  Metals 

39.3 

Richard  S  Reynolds  Jr 

262              262 

66 

37 

19 

Finance 

253 

Dana 

24.0 

Rene  C  McPherson 

260              260 

50 

22 

2 

Administration 

254 

Campbell  Soup 

32.9 

Harold  A  Shaub 

224              260 

59 

32 

2 

Production 

255 

Amer  Hospital  Supply 

23.5 

Karl  D  Bays 

245              258 

41 

16 

4 

Sales 

256 

St  Joe  Minerals 

11.9 

John  C  Duncan 

241              257 

54 

4 

3 

Operations 

257 

Eli  Lilly 

24.7 

Richard  D  Wood 

250              257 

48 

25 

2 

Marketing 

258 

Southern  Pacific 

49.3 

Benjamin  F  Biaggini 

255              255 

59 

38 

6 

Technical 

259 

Columbia  Gas  System 

11.1 

John  W  Partridge 

244              255 

64 

43 

3 

Technical 

260 

Daylin 

15.0 

'°Amnon  Barness 

253               254 

50 

15 

14 

Founder 

261 

El  Paso  Company 

11.2 

Howard  Boyd 

225               254 

65 

22 

10 

Legal 

262 

Chemical  New  York 

13.2 

Donald  C  Platten 

240               254 

56 

34 

2 

Administration 

263 

United  States  Gypsum 

19.2 

Graham  J  Morgan 

252              252 

57 

35 

10 

Marketing 

264 

Eastern  Air  Lines 

32.6 

Floyd  D  Hall 

252              252 

59 

11 

11 

Marketing 

265 

Chrysler 

255.9 

Lynn  A  Townsend 

240              252 

56 

18 

9 

Finance 

266 

Square  D 

16.8 

Mitchell  P  Kartalia 

251               251 

62 

34 

7 

Technical 

267 

Boeing 

74.4 

Thornton  A  Wilson 

239              251 

54 

32 

6 

Technical 

268 

Cyprus  Mines 

4.7 

Henry  T  Mudd 

231              250 

61 

29 

10 

Technical 

269 

UV  Industries 

12.6 

Martin  Horwitz 

225              250 

54 

9 

5 

Legal 

269 

First  Boston  Corp 

0.7 

Emil  J  Pattberg  Jr 

240              250 

65 

45 

12 

Finance 

269 

Gulf  Ufe  Holding 

5.6 

E  Grant  Fitts 

200              250 

58 

7 

7 

Legal 

269 

Armstrong  Cork 

24.1 

James  H  Binns 

250              250 

62 

39 

7 

Sales 

269 

General  Cable 

6.7 

Robert  P  Jensen 

250              250 

49 

2 

2 

Technical 

274 

Quaker  Oats 

25.4 

Robert  D  Stuart  Jr 

249               249 

59 

28 

8 

Sales 

275 

ASARCO 

15.3 

Charles  F  Barber 

249              249 

58 

19 

4 

Legal 

276 

Intl  Multifoods 

7.5 

William  G  Phillips 

220              249 

55 

6 

6 

Finance 

277 

BankAmerica  Corp 

62.4 

Alden  W  Clausen 

245               249 

52 

25 

5 

Finance 

278 

NL  Industries 

25.8 

Ray  C  Adam 

238              248 

55 

3 

1 

Administration 

279 

Georgia-Pacific 

34.3 

Robert  B  Pamplin 

225              248 

63 

41 

7 

Finance 

tSala*, 

bonus,  director's  fees,  and  deferred  compensation; 

excludes  stock  options. 

8)  Succeeded  by  Warren  H.  Philips,  3/75. 

9)  Succeeded  by  Robert  E.  Klrby,  2/1/75. 
10)  Succeeded  by  Sanford  C.  Sigoloff,  1/9/75. 
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AMERICAN  AIRLINES 


UniTGD 

UNITED  AIRLINES 


NORTHWEST  ORIENT     TRANS  INTERNATIONAL       KLM-ROYAL  DLTTCH  SCANDINAVIAN 

AIRLINES  AIRLINES  AIRLINES  AIRLINES  SYSTEM  (SAS) 


GAROBA  JAPAN  ATR  LINES 

INDONESIAN  AIRVvAYS 


KOREAN  ATR  LINES 


MALAYSIAN 

AIRLINE  SYSTEM 


For  a  free  luggage  sticker  of  your  favorite  airline  flying  the  DC-10,  send  us  the  name  of  the  airline, 
your  name  and  address.  Write  Box  14526,  St.  Louis,  MO.  63178. 


McDonnell  Douglas  DC-10: 

more  and  more  airlines  like  it  because 

more  and  more  people  like  it. 


[DxnxLD(m[L£\ 


Beatrice  celebrates 

23rd  consecutive  year  of  growth 


Sales  $4.2  Billion:  up  15% 

Earnings  $135  Million:  up  10% 

Earnings  per  share 

$1.71:  up  10% 


*      (T 


^     V 


The  fiscal  year  ended  February  28,  1975,  was  the 
most  successful  in  Beatrice  Foods'  77-year  history. 
Increases  in  virtually  every  phase  of  operations  havejj 
again  enabled  Beatrice  to  attain  all-time  record 
highs  in  sales,  in  earnings,  and  earnings  per  share    I 
for  the  23rd  consecutive  year.  Internal  growth  has 
flourished  from  $93  million  in  fiscal  1971  to  more  than 
$460  million  this  past  fiscal  year.  In  the  last  five 
years,  sales  increased  by  more  than  $1 .35  billion 
through  internal  growth. 

RECORD  SALES 
$4.2  BILLION 
UP  15% 


' 


^    i    %    ■ 


70  71  72  73  74  75 

RECORD  NET  EARNINGS  134  8 

$134.8  MILLION 
UP  10% 


70  71  72  73  74  75 

RECORD  EARNINGS 
PER  SHARE:  $1.71 
UP  10 


96 


I 


JHARE:  $1.71  156        1 71 

mil 


70 


72 


73 


74 


75 


M 


If  you  would  like  to  know  mc 
about  Beatrice  write  for  a 
copy  of  our  77th  annual  rep 
Beatrice  Foods  Co. 
Public  Relations  Departme 
120  South  LaSalle  Street 
Chicago,  Illinois  60603 


1 


Beatrice  Foods 


Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration^ 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

280 

Colonial  Stores 

12.5 

Ernest  F  Boyce 

247 

247 

58 

11 

8 

Administration 

281 

Alco  Standard 

13.3 

Tinkham  Veale  II 

239 

247 

60 

9 

9 

Founder 

282 

Bankers  Trust  N  Y 

13.1 

n  William  H  Moore 

220 

246 

60 

36 

17 

Lending 

283 

Northern  Natural  Gas 

8.5 

Willis  A  Strauss 

241 

246 

53 

26 

8 

Technical 

284 

Pennzoil 

9.5 

J  Hugh  Liedtke 

234 

246 

53 

19 

7 

Legal 

285 

Freeport  Minerals 

3.3 

Richard  C  Wells 

216 

245 

63 

36 

1 

Finance 

286 

Aetna  Life  &  Cas 

35.2 

John  H  Filer 

220 

245 

50 

16 

2 

Legal 

287 

Transway  Intl 

6.8 

G  Russell  Moir 

209 

244 

62 

45 

8 

Sales 

288 

West  Point-Pepperell 

23.2 

John  P  Howland 

194 

244 

64 

6 

4 

Sales 

289 

Charter  New  York 

7.5 

Gordon  T  Wallis 

213 

244 

55 

34 

4 

Finance 

290 

Continental  Illinois 

9.9 

Roger  E  Anderson 

210 

244 

53 

28 

2 

Banking 

291 

Zapata 

5.3 

William  H  Flynn 

230 

243 

48 

9 

6 

Administration 

292 

Republic  Steel 

44.2 

William  J  De  Lancey 

242 

242 

58 

23 

1 

Administration 

293 

Springs  Mills 

19.7 

H  William  Close 

172 

241 

55 

28 

15 

Administration 

294 

Intl  Minerals  &  Chem 

6.6 

Richard  A  Lenon 

205 

241 

54 

19 

3 

Finance 

295 

Vulcan  Materials 

5.9 

Bernard  A  Monaghan 

232 

239 

59 

17 

16 

Legal 

296 

Signal  Companies 

33.5 

Forrest  N  Shumway 

230 

238 

48 

18 

7 

Legal 

297 

Ethyl 

17.5 

Floyd  D  Gottwald  Jr 

139 

237 

52 

31 

5 

Administration 

298 

Corning  Glass  Works 

45.0 

Amory  Houghton  Jr 

231 

236 

48 

22 

11 

Administration 

299 

Dun  &  Bradstreet  Cos 

23.0 

"Hamilton  B  Mitchell 

225 

236 

58 

35 

6 

Sales 

300 

SmithKline  Corp 

13.2 

Robert  F  Dee 

234 

234 

50 

26 

3 

Administration 

301 

Air  Prods  &  Chems 

13.0 

Edward  Donley 

229 

234 

53 

32 

1 

Technical 

302 

Connecticut  General 

12.6 

Henry  R  Roberts 

215 

233 

58 

29 

14 

Administration 

303 

Central  Soya 

9.7 

Dale  W  McMillen  Jr 

232 

232 

61 

38 

4 

Production 

304 

Genl  Amer  Transportn 

11.7 

Thomas  M  Thompson 

229 

231 

57 

35 

14 

Sales 

305 

National  Can 

13.2 

Frank  W  Considine 

218 

230 

53 

14 

2 

Sales 

306 

Whirlpool 

27.0 

John  H  Platts 

200 

230 

57 

34 

3 

Sales 

307 

Southern  Railway 

21.6 

W  Graham  Claytor  Jr 

191 

229 

63 

11 

7 

Legal 

308 

J  Ray  McDermott 

16.2 

Charles  L  Graves 

229 

229 

59 

28 

3 

Technical 

309 

Seaboard  Coast  Line 

41.3 

W  Thomas  Rice 

165 

229 

62 

17 

10 

Technical 

310 

Anderson-Clayton 

20.0       . 

Thomas  J  Barlow 

203 

228 

52 

29 

8 

Administration 

311 

Capital  Cities  Comm 

2.9 

Thomas  S  Murphy 

205 

227 

49 

20 

8 

Administration 

312 

Tiger  International 

4.7 

Wayne  M  Hoffman 

226 

226 

52 

7 

4 

Legal 

313 

PACCAR 

10.7 

Charles  M  Pigott 

223 

226 

46 

18 

7 

Administration 

314 

AMF 

33.6 

Rodney  C  Gott 

226 

226 

63 

29 

7 

Technical 

314 

ACF  Industries 

12.2 

John  F  Burditt 

158 

226 

57 

26 

8 

Finance 

316 

George  A  Hormel 

8.7 

Ira  J  Holton 

226 

226 

55 

28 

3 

Legal 

317 

Jos  Schlitz  Brewing 

6.9 

Robert  A  Uihlein  Jr 

225 

225 

59 

32 

14 

Administration 

318 

Reliance  Group 

8.0 

Saul  Steinberg 

225 

225 

35 

14 

14 

Founder 

318 

Gannett 

13.9 

Allen  H  Neuharth 

225 

225 

*51 

12 

1. 

Newsman 

318 

"■   Carter  Hawley  Hale 

35.0 

Edward  W  Carter 

225 

225 

63 

29 

29 

Administration 

321 

R  H  Macy 

40.0 

Donald  B  Smiley 

150 

225 

60 

29 

3 

Legal 

322 

Consolidated  Foods 

73.0 

1 'William  A  BuzickJr 

225 

225 

54 

14 

5 

Legal 

323 

Avery  Products 

6.6 

R  Stanton  Avery 

215 

224 

68 

39 

39 

Founder 

324 

Wickes 

12.8 

E  L  McNeely 

209 

224 

56 

10 

4 

Marketing 

325 

Wells  Fargo 

12.2 

Richard  P  Cooley 

207 

224 

51 

25 

8 

Finance 

326 

Otis  Elevator 

50.7 

RalphAWeller 

224 

224 

53 

27 

5 

Sales 

327 

Crum  &  Forster 

7.4 

B  P  Russell 

200 

223 

55 

33 

4 

Sales 

328 

Texas  Eastern 

4.9 

George  F  Kirby 

215 

223 

58 

5 

2 

Administration 

329 

Litton  Industries 

106.5 

Charles  B  Thornton 

223 

223 

61 

21 

21 

Founder 

t  Salary, 

bonus,  director's  fees,  and  deferred  compensation; 

excludes  stock  options. 

11)  Succeeded  by  Alfred  Brittain  III,  1/1/75. 

12)  Succeeded  by  Harrington  Drake,  4/75. 

13)  Succeeded  by  John  H.  Bryan  Jr.,  2/12/75. 
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Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration!; 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

330 

Genl  Tire  &  Rubber 

39.0 

Michael  G  O'Neill 

220 

222 

53 

29 

15 

Administration 

331 

Lear  Siegler 

20.8 

Robert  T  Campion 

222 

222 

53- 

17 

4 

Finance 

332 

Kane-Miller 

5.2 

Daniel  Kane 

221 

221       ( 

59 

42 

15 

Sales 

333 

Capital  Holding  Corp 

6.1 

Homer  D  Parker 

195 

ill 

65 

40 

5 

Sales 

334 

Fuqua  Industries 

16.3 

John  B  Fuqua 

220 

221 

56 

9 

9 

Administration 

335 

Alexander  &  Baldwin 

3.4 

Lawrence  S  Pricher 

159 

220 

57 

3 

2 

Finance 

336 

Associated  Dry  Goods 

56.0 

Lewis  P  Seiler 

220 

220 

69 

39 

8 

Sales 

337 

Stauffer  Chemical 

12.5 

H  Barclay  Morley 

220 

220 

46 

13 

1 

Technical 

338 

HFAhmanson 

2.7 

William  H  Ahmanson 

202 

220 

49 

25 

6 

Administration 

339 

Consol  Freightways 

17.4 

William  G  White 

172 

220 

62 

15 

14 

Operations 

340 

WT  Grant 

69.0 

James  G  Kendrick 

219* 

219* 

61 

39 

1 

Sales 

341 

Nationwide  Corp 

1.7 

Dean  W  Jeffers 

217 

219 

58 

35 

3 

Marketing 

342 

Lykes-Youngstown 

30.0 

Joseph  T  Lykes  Jr 

218 

218 

56 

29 

6 

Sales 

343 

McDonnell  Douglas 

70.7 

Sanford  N  McDonnell 

182 

218 

52 

26 

3 

Technical 

344 

Security  Pacific 

17.3 

Frederick  G  Larkin  Jr 

208 

218 

61 

38 

7 

Finance 

345 

North  Amer  Philips 

31.6 

Pieter  C  Vink 

215 

218 

55 

10 

6 

Marketing 

346 

Norton 

20.4 

Robert  Cushman 

212 

217 

59 

30 

4 

Sales 

347 

General  Signal 

14.5 

Nathan  R  Owen 

217 

217 

56 

14 

13 

Technical 

348 

Martin  Marietta 

24.6 

i  Donald  Rauth 

217 

217 

57 

34 

2 

Technical 

349 

Pullman 

25.4 

Samuel  B  Casey  Jr 

210 

215 

47 

4 

4 

Administration 

350 

National  Tea 

20.0 

James  A  Watson 

215 

215 

56 

1 

1 

Administration 

351 

USLIFE 

3.5 

Gordon  E  Crosby  Jr 

215 

215 

54 

16 

9 

Sales 

352 

Baker  Oil  Tools 

7.2 

Earnest  H  Clark  Jr 

214 

214 

48 

28 

10 

Administration 

353 

First  Penna  Corp 

7.0 

John  R  Bunting 

193 

214 

49 

10 

6 

Economist 

354 

Kellogg 

16.8 

Joe  E  Lonning 

183 

214 

59 

34 

3 

Sales 

355 

Olinkraft 

6.1 

Marjen  H  Collet 

211 

214 

62 

19 

8 

Technical 

356 

First  Intl  Bancshares 

3.3 

Robert  H  Stewart  III 

202 

214 

49 

24 

15 

Finance 

357 

Carnation 

21.7 

H  Everett  Olson 

213 

213 

68 

44 

12 

Finance 

358 

Polaroid 

13.0 

Edwin  H  Land 

212 

212 

66 

37 

37 

Founder 

359 

Akzona 

19.5 

Claude  S  Ramsey 

212 

212 

50 

24 

8 

Production 

360 

Amstar 

6.5 

Robert  T  Quittmeyer 

210 

211 

54 

19 

3 

Legal 

361 

Fleming  Companies 

6.2 

Richard  D  Harrison 

196 

211 

51 

22 

9 

Legal 

362 

CIT  Financial 

23.5 

Walter  S  Holmes  Jr 

211 

211 

55 

16 

4 

Finance 

363 

National  Gypsum 

13.6 

Colon  Brown 

210 

210 

65 

37 

10 

Production 

364 

MGM 

6.2 

Frank  E  Rosenfelt 

210t 

210 

53 

20 

1 

Legal 

365 

A  E  Staley  Mfg 

3.8 

Donald  E  Nordlund 

210 

210 

53 

19 

2 

Legal 

366 

Masco 

4.5 

Richard  A  Manoogian 

200 

210 

38 

16 

7 

Administration 

367 

Eastern  Gas  &  Fuel 

10.1 

John  N  Philips 

167 

210 

53 

28 

1 

Finance 

368 

Scott  Paper 

20.4 

Charles  D  Dickey  Jr 

172 

210 

57 

28 

3 

Production 

369 

Equimark 

2.5 

Marion  A  Cancelliere 

155 

209 

64 

40 

22 

Finance 

370 

Loews 

11.7 

Laurence  A  Tisch 

208 

209 

52 

15 

15 

Finance 

371 

Bucyrus-Erie 

5.9 

Eugene  P  Berg 

194 

209 

61 

14 

12 

Production 

372 

Scowill  Mfg 

16.7 

Malcolm  Baldrige 

207 

209 

52 

12 

12 

Administration 

373 

U  S  Industries 

38.8 

1  John  Billera 

.   207 

207 

62 

22 

10 

Finance 

374 

Black  &  Decker 

20.7 

1 4Alonzo  G  Decker  Jr 

206 

206 

67 

44 

10 

Production 

375 

Gulf  Resources  &  Chem 

3.7 

Robert  H  Allen 

206 

206 

46 

18 

15 

Administration 

376 

Florida  Power  &  Lt 

9.8 

Marshall  McDonald 

127 

205 

57 

3 

3 

Finance 

377 

Libbey-Owens-Ford 

18.8 

Robert  G  Wingerter 

205 

205 

58 

8 

8 

Administration 

378 

Sterling  Drug 

27.4 

W  Clarke  Wescoe 

188 

205 

55 

5 

1 

Technical 

379 

Amfac 

23.3 

Henry  A  Walker  Jr 

205 

205 

53 

27 

7 

Production 

t  Salary,  bonus,  director's  fees,  and  deferred  compensation; 
*  For  fiscal  year  ended  1-31-74. 
t  Salary  annualized. 

excludes  stock  options. 

14)  Succeeded  by  Francis  P.  Luciar,  1/27/75. 
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FOLLOW  THIS  NAP  TO 
ANY  DEAN  WITTER 


As  you  can  see,  it's  not  hard 
to  find  us.  Because  Dean  Witter  has  some 
100  offices  that  span  the  entire  continent 
from  California  to  New  York,  and  from 
Alaska  to  Florida.  In  fact,  we  even  stretch 
beyond  the  continent -across  the  Pacific  to 
Hawaii,  across  the  Atlantic  to  London  and 
Dusseldorf. 

In  1924  we  opened  our  first  office, 
in  San  Francisco. Today,  we've  grown  to 
become  one  of  America's  largest  investment 
firms,  with  some  1900  account  executives 
serving  more  than  500,000  clients. 

We  are  also  deeply  involved  with 
institutional  trading.  Orders  are  executed 
expertly  through  our  Block  Department  in 


New  York  and  five  regional  trading  desks, 
each  staffed  by  specialists  in  equity  and  debt 
instruments.  And  we'll  commit  our  own 
capital  to  facilitate  trades. 

We're  also  one  of  America's  largest 
underwriters  and  distributors  of  securities. 
Our  Corporate  Finance  department  is  head- 
quartered in  New  York  and  we  also  main- 
tain fully-staffed  Corporate  Finance  offices 
in  San  Francisco,  Los  Angeles,  Chicago 
and  London. 

If  you're  looking  for  an  investment 
firm  with  local  offices  and  national  scope, 
call  or  stop  by  any  Dean  Witter  office.  Just 
follow  the  handy  map.  We'd  like  the  oppor- 
tunity to  get  acquainted. 


45  Montgomery  Street,  San  Francisco, California  94106 


Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration^ 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

380 

Marshall  Field 

19.6 

Joseph  A  Burnham 

174 

204 

55 

26 

1 

Operations 

381 

Mellon  National  Corp 

5.6 

James  H  Higgins 

171 

204 

59 

24 

1 

Finance 

382 

Pillsbury 

26.3 

William  H  Spoor 

183 

203     < 

52 

26 

2 

Sales 

383 

Adgraph  Multigraph 

22.1 

Charles  L  Davis 

203 

203 

55 

4 

4 

Administration 

384 

Republic  of  Texas 

2.2 

James  W  Aston 

177 

202 

63 

30 

14 

Administration 

385 

Dayton-Hudson 

25.0 

Kenneth  N  Dayton 

197 

202 

52 

28 

5 

Retailing 

386 

Turner  Construction 

1.3 

Howard  S  Turner 

202 

202 

63 

10 

7 

Administration 

387 

Continental  Corp 

19.7 

Nathan  H  Wentworth 

190 

201 

64 

22 

5 

Administration 

388 

Texas  Gas  Transmn 

8.2 

William  M  Elmer 

196 

201 

60 

27 

7 

Finance 

389 

Natl  Detroit  Corp 

5.5 

Robert  M  Surdam 

176 

201 

57 

28 

6 

Finance 

390 

Beneficial  Corp 

29.3 

Edgar  T  Higgins 

201 

201 

69 

42 

4 

Legal 

391 

Bank  of  New  York 

5.5 

Elliott  Averett 

162 

201 

57 

35 

1 

Banking 

392 

G  D  Searle 

18.7 

Daniel  C  Searle 

181 

201 

49 

23 

4 

Administration 

393 

INA 

22.0 

1 5John  T  Gurash 

200 

201 

64 

6 

5 

Administration 

394 

Sunbeam 

26.3 

Robert  P  Gwinn 

200 

200 

67 

39 

19 

Sales 

394 

Amerada  Hess 

5.8 

Leon  Hess 

200 

200 

61 

42 

2 

Founder 

394 

Sperry  &  Hutchinson 

17.0 

William  S  Beinecke 

200 

200 

60 

23 

9 

Legal 

394 

Singer 

111.0 

Donald  P  Kircher 

200 

200 

60 

27 

17 

Legal 

394 

Briggs  &  Stratton 

8.6 

Vincent  R  Shiely 

200 

200 

54 

15 

2 

Administration 

399 

American  Airlines 

35.8 

Albert  V  Casey 

200 

200 

55 

1 

1 

Finance 

400 

First  Bank  System 

7.2 

Donald  R  Grangaard 

185 

199 

56 

36 

6 

Administration 

401 

American  Natural  Gas 

8.4 

Wilber  H  Mack 

191 

198 

64 

22 

2 

Administration 

402 

Champion  Intl 

50.1 

Andrew  C  Sigler 

198 

198 

43 

18 

1 

Marketing 

403 

Farmers  Group 

6.2 

Robert  E  Early 

174 

197 

57 

33 

13 

Operations 

404 

Westvaco 

16.3 

David  L  Luke  III 

197 

197 

51 

23 

11 

Finance 

405 

Delta  Air  Lines 

28.1 

William  T  Beebe 

197 

197 

60 

28 

3 

Administration 

406 

Eltra 

27.4 

Joseph  A  Keller 

187 

197 

56 

19 

17 

Administration 

407 

Crocker  Natl  Corp 

10.4 

Thomas  R  Wilcox 

196 

196 

58 

1 

1 

Finance 

408 

Western  Bancorp 

25.8 

Ralph  J  Voss 

196 

196 

64 

28 

1 

Administration 

409 

So  Calif  Edison 

13.5 

Jack  K  Horton 

180 

195 

58 

16 

10 

Legal 

410 

Fisher  Foods 

20.0 

John  Fazio 

195 

195 

55 

9 

9 

Retailing 

411 

First  Banc  Group 

2.1 

John  G  McCoy 

165 

195 

62 

37 

15 

Finance 

412 

General  Public  Utils 

10.3 

William  G  Kuhns 

195 

195 

53 

19 

8 

Administration 

413 

Nabisco 

47.0 

Robert  M  Schaeberle 

178 

193 

52 

28 

1 

Finance 

414 

Bemis 

14.2 

Judson  Bemis 

193 

193 

61 

38 

15 

Administration 

415 

National  City  Corp 

1.6 

Claude  M  Blair 

139 

193 

62 

8 

3 

Legal 

416 

Whittaker 

14.6 

Joseph  F  Alibrandi 

188 

192 

46 

4 

4 

Administration 

417 

Consolidated  Edison 

24.8 

Charles  F  Luce 

147 

192 

57 

7 

7 

Administration 

418 

Texas  Commerce  Bshs 

2.9 

Ben  F  Love 

188 

192 

50 

8 

2 

Finance 

419 

Becton,  Dickinson 

17.4 

Wesley  J  Howe 

148 

192 

54 

26 

1 

Technical 

420 

Potlatch 

10.2 

Richard  B  Madden 

187 

191 

46 

4 

4 

Finance 

421 

Foremost-McKesson 

17.1 

William  W  Morison 

185 

191 

62 

29 

1 

Marketing 

422 

Mallinckrodt 

3.7 

Harold  E  Thayer 

191 

191 

63 

35 

9 

Administration 

423 

Pacific  G  &  E 

26.3 

Shermer  L  Sibley 

185 

191 

61 

38 

5 

Technical 

424 

CleveTrust  Corp 

3.6 

M  Brock  Weir 

191 

191 

53 

2 

2 

Finance 

425 

First  Natl  Boston 

8.9 

Richard  D  Hill 

190 

190 

55 

29 

3 

Lending 

426 

McDonald's 

56.0 

Fred  L  Turner 

175 

190 

42 

19 

1 

Administration 

427 

Santa  Fe  Industries 

39.4 

John  S  Reed 

190 

190 

57 

35 

2 

Administration 

428 

Union  Bancorp 

3.3 

HarryJVolk 

188 

188 

69 

18 

18 

Administration 

429 

Pan  Am  World  Airways 

31.9 

William  T  Saawell 

184 

188 

57 

3 

3 

Operations 

t  Salary, 

bonus,  director's  fees,  and  deferred  compensation; 

excludes  stock  options. 

15)  Succeeded  by  Ralph  S.  Saul. 

4/75. 
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Resourceful  Williams 

Projects  Growth 

For  1975  and  the  Future 


IN   FERTILIZER. Growth  that  will  increase 
Agrico  Chemical  Company's  1974  production  by  25  percent 
in  1975,  and  by  50  percent  in  1976  to  meet  the  increased 
need  for  fertilizer.  Growth  in  Agrico's  operating  earnings  up 
from  $38,000,000  in  1973  to  $140,000,000  in  1974.  Agrico: 
One  of  the  world's  largest  fertilizer  companies.  And  growing. 

UN   tlAI  d"\\J  Y  •  Growth  through  rapidly  expanding 
Williams  Energy  Company,  a  leading  retailer  of  LP-gas  in  25 
states,  and  a  marketer  of  refined  petroleum  products.  Growth 
through  Williams  Pipe  Line  Company's  8,300  mile  system, 
one  of  the  largest  in  the  world.  Growth  through  Williams 
International  Group  which  has  the  highest  backlog  of  pipeline 
construction  contracts  in  its  history,  and  is  active  in  10  nations. 

UN   £li\l\rN  IrN  vJO.  Growth  in  increased  earnings 
per  share  for  11  consecutive  years.  Growth  to  a  record  1974 
net  income  of  $96,000,000,  up  97  percent  over  1973  on  a 
34  percent  revenue  increase.  Growth  in  fully  diluted  earnings 
per  share  from  $2.13  for  1973  to  $4.04  for  1974,  a  90  percent 
increase.  The  future? 

Earlier  this  year  The  Williams  Companies  predicted  that  its 
1975  earnings  would  be  up  substantially  over  1974.  And  resourceful 
Williams  (WMB-NYSE)  projects  growth  for  future  years. 

Want  to  know  more  about  The  Williams  Companies?  Write 
for  a  copy  of  our  annual  report. 

THE  WILLIAMS  COMPANIES]] J 

National  Bank  of  Tulsa  Building,  Tulsa.  Oklahoma  74103     Mm^Wr 

Major  subsidiaries:  Agrico  Chemical  Company,  Williams  Energy  Company, 
Williams  Pipe  Line  Company,  Williams  International  Group,  Edgcomb  Steel  Company 


Who  Gets  the  Most  Pay 


Rank 

Company 

Number  of 

Employees 

(thousands) 

Chief  Executive 

Compensation 
Salary  &          Total 
Bonus     Remuneration^ 
($000)           ($000) 

Age 

Years  Served 
With          As 
Company    Chief 

Business 
Background 

430 
431 

Southwest  Bancshares 
Pet 

1.9 
17.7 

Aylmer  G  McNeese  Jr 
Boyd  F  Schenk 

170 
188 

188 
188 

63 

52 

19 

27 

8 
6 

Legal 
Production 

431 

Zenith  Radio 

27.8 

Joseph  S  Wright 

188 

188 

64 

23 

11 

Legal 

433 

A  0  Smith 

16.1 

Lloyd  B  Smith 

187 

,187    < 

54 

33 

8 

Administration 

434 

Carrier 

27.1 

Melvin  C  Holm 

187 

187 

58 

38 

7 

Finance 

435 
436 

Cluett,  Peabody 
Western  Union 

26.7 
15.0 

Henry  H  Henley  Jr 
Russell  W  McFall 

176 
186 

186 
186 

53 

53 

8 

11 

5 
9 

Sales 
Technical 

437 
438 

Knight-Ridder  News 
National  Airlines 

14.2 
8.1 

Lee  Hills 
Lewis  B  Maytag 

185 
185 

185 
185 

68 
48 

32 
13 

1 
13 

Legal 
Technical 

439 

Brown  Group 

27.6 

W  L  Hadley  Griffin 

170 

185 

56 

28 

6 

Legal 

440 

Investors  Div  Svcs 

3.0 

Charles  R  Orem 

161 

185 

58 

3 

3 

Finance 

441 

Peoples  Gas 

6.5 

Robert  M  Drevs 

184 

184 

62 

41 

2 

Finance 

442 
443 

Stop  &  Shop 
Commonwealth  Oil  Rfg 

23.0 
2.4 

Sidney  R  Rabb 
Norman  C  Keith 

184 
183 

184 
183 

74 
62 

57 
5 

46 
4 

Administration 
Marketing 

444 

Evans  Products 

15.3 

Monford  A  Orloff 

182 

182 

61 

14 

1 

Administration 

445 

446 

Chicago  Milwaukee 
Chicago  Bridge  &  Iron 

15.2 
12.0 

William  J  Quinn 
Marvin  G  Mitchell 

182 
167 

182 
181 

64 
58 

21 

35 

5 
5 

Legal 
Sales 

447 

Kewanee  Oil 

2.9 

Wm  Wikoff  Smith 

181 

181 

56 

29 

3 

Administration 

448 

Kayser-Roth 

27.0 

Chester  H  Roth 

180 

180 

73 

47 

47 

Founder 

449 

Safeway  Stores 

121.4 

William  S  Mitchell 

180 

180 

60 

38 

1 

Administration 

450 

Pittston 

17.1 

Nicholas  T  Camicia 

147 

179 

59 

6 

5 

Operations 

451 

Avco 

27.0 

James  R  Kerr 

179 

179 

57 

20 

6 

Administration 

452 
453 

Joy  Manufacturing 
Natomas 

11.2 
0.7 

James  W  Wilcock 
Dorman  L  Commons 

153 
169 

179 
179 

57 
57 

9 
1 

7 
1 

Marketing 
Administration 

454 

Pacific  Lighting 

9.2 

Paul  A  Miller 

173 

178 

50 

26 

6 

Finance 

455 

Combined  Insurance 

3.0 

Clement  Stone 

148 

178 

46 

23 

1 

Administration 

456 

Snap-On  Tools 

4.3 

Robert  L  Grover 

177 

177 

64 

32 

9 

Legal 

457 

Continental  Tel 

19.0 

Charles  Wohlstetter 

175 

175 

65 

14 

3 

Finance 

458 

American  General  Ins 

9.0 

Benjamin  N  Woodson 

169 

175 

66 

21 

2 

Sales 

459 

McGraw-Edison 

26.0 

Edward  J  Williams 

169 

175 

52 

3 

2 

Finance 

460 

McGraw-Hill 

12.3 

Shelton  Fisher 

175 

175 

64 

35 

7 

Marketing 

460 

CNA  Financial 

20.0 

"Elmer  L  Nicholson 

175 

175 

56 

3 

3 

Sales 

462 

Perkin-Elmer 

8.6 

Chester  W  Nimitz  Jr 

117 

175 

60 

13 

10 

Administration 

463 

Fairchild  Camera 

18.1 

Wilfred  J  Corrigan 

174 

174 

37 

6 

1 

Technical 

464 

Seafirst 

5.3 

William  M  Jenkins 

166 

174 

56 

29 

12 

Finance 

465 

American  Financial 

7.0 

Carl  H  Lindner 

174 

174 

56 

21 

21 

Founder 

466 

Baxter  Laboratories 

19.7 

William  B  Graham 

159 

174 

63 

30 

22 

Legal 

467 

Del  Monte 

32.1 

Alfred  W  Eames  Jr 

170 

174 

60 

40 

6 

Production 

468 
469 

Ideal  Basic  Inds 
Levi  Strauss 

4.0 
30.1 

"Mayfield  R  Shilling 
Walter  A  Haas  Jr 

173 
165 

173 
173 

56 
59 

24 
36 

4 
17 

Sales 
Administration 

470 

Consumers  Power 

10.8 

Alphonse  H  Aymond 

168 

173 

60 

28 

15 

Legal 

471 

Transco  Companies 

1.9 

William  J  Bowen 

173f 

173 

53 

1 

1 

Technical 

472 
473 
474 

Honeywell 

Dravo 

Detroit  Edison 

92.2 

12.2 

7.2 

Edson  W  Spencer 
Robert  Dickey  III 
William  G  Meese 

173 
173 
150 

173 
173 
173 

48 
57 
58 

21 
27 
33 

1 
9 
3 

Administration 

Sales 

Technical 

475 

USM 

24.9 

William  S  Brewster 

172 

172 

58 

35 

11 

International 

476 

NLT 

10.2 

William  C  Weaver  Jr 

169 

171 

62 

34 

2 

Finance 

477 
478 

Lincoln  Natl  Corp 
American  Natl  Finl 

12.5 
11.5 

Thomas  A  Watson 
Glendon  E  Johnson 

167 
171 

171 
171 

57 
51 

29 

4 

3 
4 

Marketing 
Legal 

479 

Cyclops 

10.2 

William  H  Knoell 

152 

171 

50 

8 

2 

Legal 

t  Salary,  bonus,  director's  fees,  and  deferred  compensation; 
t  Salary  annualized. 

excludes  stock  options. 

16)  Resigned  December  11,  1974 

17)  Succeeded  by  John  A.  Love,  1 

;  successor  not  yet  i 
/1/75. 

limed. 
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WHEN  CORPORATE  EXECUTIVES 
STOPPEDTALKINGTOTHEMSELVES 


GUIDE 


IRIANCiePUBUCAllONS.INC 


It  used  to  be  that  corporate 
advertising  ran  in  maga- 
zines for  executives.  It  was 


the  advertising  equivalent  of  the 


after-dinner  speech,  received  with 
polite  applause. 

Consumerism  changed  that, 
impolitely.  Corporations  saw  the 
need  for  ads  that  give  specific  answers 
to  questions  raised  by  the  public. 
And  because  tney  wanted 
those  answers  to  be  seen  outside 
executive  suites,  they  began  buying 
ad  space  in  magazines  with  wide 
readership. 

Its  hard  to  find  one  that 
delivers  a  message  to  more  people 
faster  than  TV  Guide. 

TV  Guide  reaches  42.5 
million  adult  readers,  every 
week.  Involved  readers,  who 
share  our  concern  about 
the  television  medium 
and  its  ability  to 
influence  our  lives. 
That's  why  we  believe 
our  pages  provide  a  com- 
patible atmosphere  for  corporate 
campaigns. 

Involved,  interested  readers 
make  good  listeners.  And  if  you 
watch  our  pages, 
you'll  find  that  a 
number  of  corporate 


TV 

GUIDE 


campaigners  agree. 


TRIANGLE  PUBLICATIONS.  INC 


BIGGEST  SELLING 
MAGAZINE. 


Source:  Simmons 


Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration!; 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

480 

Industrial  National 

3.1 

John  J  Cummings  Jr 

150 

170 

51 

28 

3 

Finance 

481 

Lockheed  Aircraft 

61.0 

Daniel  J  Haughton 

164 

170 

63 

35 

8 

Production 

482 

Fidelity  Union  Bancorp 

2.0 

C  Malcolm  Davis 

154 

169 
< 

56 

19 

15 

Finance 

483 

Marine  Midland  Banks 

11.5 

Edward  W  Duffy 

160 

169 

49 

19 

1 

Banking 

484 

General  Host 

9.9 

Harris  J  Ashton 

168 

168 

42 

9 

5 

Legal 

485 

Coastal  States  Gas 

4.4 

Oscar  S  Wyatt  Jr 

168 

168 

50 

19 

19 

Administration 

486 

Hewlett-Packard 

28.9 

William  R  Hewlett 

156 

167 

61 

36 

6 

Founder 

487 

Panhandle  Eastern 

3.8 

Richard  L  O'Shields 

162 

167 

48 

15 

5 

Production 

488 

Trans  World  Airlines 

75.7 

Charles  C  Tillinghast  Jr 

138 

167 

64 

14 

14 

Legal 

489 

Beker  Industries 

0.9 

Erol  Beker 

166 

166 

57 

3 

3 

Founder 

490 

Fidelcor 

3.9 

18  Howard  C  Petersen 

166 

166 

65 

27 

24 

Legal 

491 

Walter  E  Heller  Intl 

5.2 

Franklin  A  Cole 

165 

166 

48 

12 

4 

Legal 

492 

Nalco  Chemical 

3.4 

Robert  T  Powers 

156 

166 

54 

29 

3 

Sales 

493 

United  Telecom 

29.8 

Paul  H  Henson 

166 

166 

49 

16 

10 

Technical 

494 

Control  Data 

45.3 

William  C  Norris 

166 

166 

63 

17 

17 

Founder 

495 

Clorox 

6.4 

Robert  B  Shetteriy 

150 

165 

59 

39 

7 

Administration 

496 

Cameron  Iron  Works 

7.3 

Anthony  J  A  Bryan 

165 

165 

52 

2 

2 

Marketing 

496 

Louisiana-Pacific 

9.4 

Harry  A  Merlo 

150 

165 

48 

8 

1 

Marketing 

498 

Southern  Company 

21.1 

Alvin  W  Vogtle  Jr 

165 

165 

56 

33 

4 

Legal 

499 

Gt  Western  Financial 

1.5 

Stuart  Davis 

161 

165 

59 

36 

10 

Finance 

500 

Lone  Star  Industries 

13.3 

Robert  W  Hutton 

165 

165 

54 

10 

1 

Production 

501 

Marriott 

43.4 

J  Willard  Marriott  Jr 

146 

164 

43 

18 

2 

Administration 

502 

Yellow  Freight  System 

11.8 

George  E  Powell  Jr 

145 

164 

48 

23 

6 

Administration 

503 

Archer  Danls  Midland 

4.1 

Dwayne  0  Andreas 

163 

163 

57 

4 

4 

Finance 

503 

Morrison-Knudsen 

20.9 

William  H  McMurren 

147 

163 

47 

20 

2 

Technical 

505 

MGIC  Investment 

1.1 

Max  H  Karl 

158 

163 

65 

18 

18 

Founder 

506 

Detroitbank  Corp 

2.9 

C  Boyd  Stockmeyer 

163 

163 

62 

34 

4 

Finance 

507 

Gamble-Skogmo 

18.8 

Berlin  C  Gamble 

163 

163 

77 

55 

25 

Founder 

508 

Hanna  Mining 

3.3 

James  N  Purse 

157 

162 

51 

19 

1 

Sales 

509 

Pittsburgh  National 

3.0 

Merle  E  Gilliand 

150 

162 

53 

22 

5 

Finance 

510 

American  Intl  Group 

10.1 

Maurice  R  Greenberg 

162 

162 

50 

14 

7 

Administration 

511 

Ohio  Edison 

6.2 

"D  Bruce  Mansfield 

127 

162 

65 

26 

10 

Legal 

512 

United  States  Sugar 

2.1 

John  B  Boy 

161 

161 

58 

29 

4 

Production 

513 

Vornado 

20.0 

Frederick  Zissu 

161 

161 

61 

38 

11 

Legal 

514 

Great  Atl  &  Pac  Tea 

113.8 

"William  J  Kane 

146 

160 

62 

40 

4 

Operations 

515 

Pub  Svc  Elec  &  Gas 

14.0 

Edward  R  Eberle 

160 

160 

65 

41 

4 

Operations 

515 

Mohasco 

16.4 

Herbert  L  Shuttle  worth  II 

160 

160 

61 

37 

23 

Administration 

515 

Union  Electric 

6.2 

Charles  J  Dougherty 

160 

160 

56 

33 

7 

Legal 

515 

M  Lowenstein  &  Sons 

16.0 

Robert  Bendheim 

160 

160 

58 

37 

4 

Production 

519 

Mesa  Petroleum 

0.3 

T  B  Pickens  Jr 

135 

160 

46 

18 

11 

Founder 

520 

First  Commerce  Corp 

1.2 

James  H  Jones 

160 

160 

44 

5 

5 

Banking 

521 

Phila  Electric 

10.1 

Robert  F  Gilkeson 

95 

160 

57 

35 

5 

Operations 

522 

Consol  Natural  Gas 

7.9 

Robert  E  Seymour 

145 

160 

59 

36 

1 

Finance 

523 

Chubb 

7.2 

William  M  Rees 

159 

159 

59 

37 

5 

Operations 

524 

General  Reinsurance 

0.6 

Harold  J  Hudson  Jr 

152 

158 

51 

19 

3 

Legal 

525 

State  Street  Boston 

3.1 

George  B  Rockwell 

153 

158 

49 

12 

3 

Sales 

526 

Hoerner  Waldorf 

9.4 

John  H  Myers 

150 

158 

65 

37 

9 

Marketing 

527 

Mfrs  National  Corp 

2.9 

Dean  E  Richardson 

146 

158 

47 

21 

2 

Legal 

528 

First  Natl  Atlanta 

2.9 

Edward  D  Smith 

148 

157 

63 

21 

7 

Legal 

529 

Pueblo  International 

10.0 

Harold  Toppel 

150 

157 

50 

20 

20 

Founder 

t  Salary, 

bonus,  director's  fees,  and  deferred  compensation; 

excludes  stock  options. 

18)  Succeeded  by  Samuel  H.  Ballam  Jr.,  4/18/75. 

19)  Succeeded  by  John  R.  White.  2/1/75. 

20)  Succeeded  by  Jonathan  L.  Scott,  2/1/75. 
*  Succeeded  by  John  F.  Allen,  4/75. 
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When  Peoples  Gas  spends  over  $100  million  just  for  the  pipeline 

you  know  there's  something  big  at  the  end* 


About  1.3  trillion  cubic  feet  big. 

That's  the  total  natural  gas  reserves 
ve  have  rights  to  in  just  one  1 1 -tract 
irea  off  Louisiana's  coast  in  the 
julf  of  Mexico. 

Reserves  we're  tapping  right  now 
vith  Stingray.  A  giant  300-mile  long 
mderwater  natural  gas  pipeline 


that  we're  a  joint  venture  partner  in. 

Stingray  has  the  capacity  to  bring 
225  million  cubic  feet  a  day  into  our 
mid-America  markets  this  winter.  And 
"400  million  cubic  feet  a  day  by  next 
winter. 

Yet  the  Gulf  is  just  the  beginning. 

By  the  winter  of  1975-76  we'll  be 
involved  in  synthetic  natural  gas 


production.  And  for  future  needs  we're 
investing  in  coal  gasification,  a  pipelin 
from  the  Arctic  areas  of  Alaska  and 
Canada,  and  a  worldwide  search  for 
new  sources  of  liquefied  natural  gas. 

At  Peoples  Gas  we've  always 
planned  for  the  future.  And  our 
planning  pays  off  in  new  supply. 


PEOPLES  GAS  COMPANY 

An  Integrated  Natural  Gas  Network:  Natural  Gas  Pipeline  Company  of  America. 

The  Peoples  Gas  Light  and  Coke  Company.  North  Shore  Gas  Company.  Harper  Oil  Company. 

Write  for  1974  Annual  Report:  122  S.  Michigan  Ave.,  Chicago,  11. 60603 


Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration^: 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

530 

Inland  Container 

4.7 

Henry  C  Goodrich 

151 

157 

55 

7 

5 

Technical 

531 

Campbell  Taggart 

15.5 

Bill  0  Mead 

157 

157 

55  • 

15 

5 

Sales 

532 

Champion  Spark  Plug 

13.8 

Robert  A  Stranahan  Jr 

155 

155        < 

60 

39 

20 

Administration 

533 

Virginia  Natl  Bshs 

3.8 

W  Wright  Harrison 

146 

155 

59 

33 

5 

Credit 

534 

Lubrizol 

3.5 

Thomas  W  Mastin 

143 

155 

61 

32 

3 

Administration 

535 

Owens-Corning  Fbrgls 

19.6 

William  W  Boeschenstein 

150 

155 

49 

25 

2 

Administration 

536 

Illinois  Tool  Works 

6.8 

Silas  S  Cathcart 

151 

154 

49 

26 

4 

Marketing 

537 

Northwest  Bancorp 

9.0 

Henry  T  Rutledge 

144 

154 

62 

46 

9 

Finance 

538 

Lone  Star  Gas 

6.8 

William  C  McCord 

150 

154 

47 

25 

4 

Technical 

539 

First  Hawaiian  Inc 

1.6 

John  D  Bellinger 

111 

154 

52 

33 

6 

Operations 

540 

NCNB 

4.4 

Thomas  1  Storrs 

154 

154 

56 

14 

1 

Finance 

541 

J  C  Penney 

193.0 

Donald  V  Seibert 

151 

154 

51 

27 

1 

Marketing 

542 

Indust  Valley  Bank 

1.6 

Richard  W  Havens 

152 

153 

54 

21 

21 

Finance 

543 

Seven-Up 

1.6 

Ben  H  Wells 

135 

152 

68 

36 

10 

Sales 

544 

Prentice-Hall 

4.5 

Frank  J  Dunnigan 

129 

152 

60 

38 

4 

Finance 

545 

Northeast  Utilities 

7.8 

Lelan  F  Sillin  Jr 

152 

152 

57 

7 

5 

Legal 

546 

Tesoro  Petroleum 

2.5 

Robert  V  West  Jr 

152 

152 

54 

18 

10 

Founder 

547 

Southeast  Banking 

4.7 

Harry  H  Bassett 

144 

152 

58 

28 

9 

Finance 

548 

Fischbach  &  Moore 

12.0 

Allen  D  Fischbach 

151 

151 

57 

36 

8 

Administration 

549 

Murphy  Oil 

3.8 

Charles  H  Murphy  Jr 

117 

151 

55 

24 

24 

Founder 

550 

WmWrigleyJr 

5.2 

William  Wrigley 

150 

150 

42 

18 

14 

Marketing 

551 

United  Merch  &  Mfrs 

36.0 

Martin  J  Schwab 

150 

150 

53 

29 

1 

Finance 

552 

Grand  Union 

22.0 

James  Wood 

150t 

150 

45 

1 

1 

Marketing 

552 

Grumman 

29.7 

21 E  Clinton  Towl 

150 

150 

69 

45 

8 

Founder 

552 

Arlen  Realty  &  Dvpt 

19.3 

Arthur  G  Cohen 

150 

150 

45 

4 

4 

Founder 

552 

AMP 

13.5 

Joseph  D  Brenner 

150 

150 

58 

28 

3 

Production 

552 

Allied  Supermarkets 

13.7 

Thomas  McMaster 

150 

150 

66 

4 

4 

Sales 

552 

Genuine  Parts 

8.5 

Wilton  D  Looney 

126 

150 

56 

36 

13 

Operations 

558 

Michigan  National 

4.4 

Stanford  C  Stoddard 

133 

150 

44 

21 

3 

Finance 

559 

Potomac  Elec  Power 

4.6 

W  Reid  Thompson 

149 

149 

50 

4 

4 

Legal 

560 

Universal  Leaf 

12.2 

Gordon  L  Crenshaw 

143 

149 

53 

28 

9 

Sales 

561 

Midlantic  Banks 

2.8 

Theron  L  Marsh 

137 

148 

63 

41 

1 

Finance 

562 

Mercantile  Bancorp 

2.9 

Donald  E  Lasater 

138 

148 

49 

16 

4 

Legal 

563 

Masonite 

8.4 

Samuel  S  Greeley 

140 

147 

60 

23 

3 

Legal 

564 

Centran  Corp 

2.6 

John  A  Gelbach 

147 

147 

57 

19 

4 

Finance 

565 

Albertson's 

16.5 

Robert  D  Bolinder 

118 

146 

44 

10 

1 

Administration 

566 

Financial  Federation 

0.4 

Edward  L  Johnson 

146 

146 

65 

15 

15 

Finance 

567 

Natl  Starch  &  Chem 

3.5 

Donald  D  Pascal 

no 

146 

67 

46 

11 

Technical 

568 

St  Paul  Companies 

7.7 

Carl  B  Drake  Jr 

146 

146 

55 

33 

2 

Administration 

569 

Barnett  Banks  Fla 

4.1 

Guy  W  Botts 

146 

146 

60 

11 

11 

Legal 

570 

Foster  Wheeler 

17.5 

Frank  A  Lee 

80 

146 

50 

15 

4 

Technical 

571 

Texas  Utilities 

9.8 

T  Louis  Austin  Jr 

142 

146 

56 

22 

1 

Production 

572 

United  Va  Bankshares 

4.8 

Kenneth  A  Randall 

133 

145 

47 

5 

4 

Finance 

573 

Zale 

18.7 

Donald  Zale 

135 

145 

42 

21 

4 

Finance 

574 

Long  Island  Lighting 

5.4 

John  J  Tuohy 

145 

145 

58 

29 

15 

Administration 

575 

Tenn  Valley  Bancorp 

1.5 

William  F  Earthman 

139 

144 

49 

21 

3 

Finance 

576 

Rainier  Bancorp 

4.0 

G  Robert  Truex  Jr 

144 

144 

50 

1 

1 

Administration 

577 

Unfair 

3.6 

James  H  Wiborg 

138 

144 

50 

15 

9 

Administration 

578 

U  S  Bancorp 

4.7 

John  A  Elorriaga 

104 

144 

51 

13 

1 

Administration 

579 

Southwestern  Life 

1.2 

William  H  Seay 

133 

143 

55 

6 

6 

Finance 

$  Salary, 

bonus,  director's  fess,  and  deferred  compensation 

excludes  stock  options.              21) 

Succeeded  by  John  C.  Bierwirth,  1/1/75 

t  Salary 

annualized. 
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"We've  flown  people  in 
from  Houston,  from  the 
West  Coast,  to  work  with 
us  in  Wilmington  on  tough 
insurance  problems. 
With  125  chemical  plants 
insured,  J&H  has  chemical 
expertise  in  many  different 
offices.  And  we  share  it. 
"We  may  be  one  of  the 
smaller  J&H  offices.  But 
we  have  specialties  of 
our  own  to  share.  We'll 
make  your  insurance 
work  for  you,  too." 

W.  Mitchell  LaMotte,  Manager 
Wilmington  office 

Johnson 
&  Higgins 

the 

chemical  industry's 

insurance  broker 


Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration;. 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

580 

Whitney  Holding  Corp 

0.7 

William  A  Carpenter 

143 

143 

50 

20 

6 

Administration 

581 

Cleveland  Elec  Ilium 

5.0 

Karl  H  Rudolph 

139 

143 

61 

33 

8 

Finance 

582 

Holiday  Inns 

45.0 

Kemmons  Wilson 

140 

142 

<       62 

23 

23 

Founder 

583 

Lowe's  Companies 

3.6 

fPetro  Kulynych  et  al 

124 

142 

53 

28 

4 

Administration 

584 

Witco  Chemical 

5.2 

William  Wishnick 

142 

142 

50 

25 

3 

Administration 

585 

First  Union  St  Louis 

2.4 

Edwin  S  Jones 

132 

141 

59 

29 

3 

Finance 

586 

First  City  Bancorp 

3.2 

James  A  Elkins  Jr 

137 

141 

56 

33 

12 

Administration 

587 

National  Industries 

7.5 

"Stanley  R  Yarmuth 

140 

140 

49 

12 

12 

Founder 

587 

Colonial  Penn  Group 

2.1 

John  J  MacWilliams  Jr 

140 

140 

46 

6 

5 

Administration 

587 

Richmond  Corp 

6.5 

Warren  M  Pace 

140 

140 

55 

14 

7 

Marketing 

590 

Union  Commerce  Corp 

1.3 

Joseph  C  Coakley 

140 

140 

46 

6 

4 

Legal 

591 

Hammermill  Paper 

10.1 

Albert  F  Duval 

140 

140 

54 

14 

4 

Marketing 

592 

American  Petrofina 

3.0 

Richard  1  Galland 

136 

139 

58 

17 

6 

Legal 

593 

First  United  Bancorp 

1.0 

Paul  W  Mason 

133 

139 

54 

13 

5 

Lending 

594 

Philadelphia  Natl 

4.3 

G  Morris  Dorrance  Jr 

138 

138 

52 

23 

6 

Finance 

595 

Safeco 

8.0 

Gordon  H  Sweany 

134 

138 

62 

40 

5 

Legal 

596 

Middle  South  Utils 

10.5 

Floyd  W  Lewis 

138 

138 

49 

25 

2 

Legal 

597 

Genesco 

60.8 

Franklin  M  Jarman 

137 

137 

43 

17 

2 

Finance 

598 

Central  Tel  &  Utils 

10.5 

Robert  P  Reuss 

134 

137 

57 

2 

2 

Operations 

599 

Walgreen 

29.0 

Charles  R  Walgreen  III 

128 

136 

39 

22 

4 

Operations 

600 

Comsat 

1.3 

Joseph  V  Charyk 

132 

136 

54 

12 

5 

Technical 

601 

National  Chemsearch 

4.0 

Lester  A  Levy 

116 

135 

52 

29 

29 

Sales 

602 

NY  State  Elec  &  Gas 

4.2 

William  A  Lyons 

135 

135 

66 

45 

6 

Finance 

603 

Cincinnati  G  &  E 

4.6 

B  John  Yeager 

133 

135 

64 

44 

5 

Production 

604 

United  Jersey  Banks 

2.6 

Edward  A  Jesser  Jr 

129 

135 

58 

15 

4 

Finance 

605 

No  Illinois  Gas 

2.9 

Clarence  J  Gauthier 

115 

134 

53 

29 

3 

Technical 

606 

First  Wisconsin  Corp 

4.5 

George  F  Hasten 

134 

134 

63 

40 

6 

Banking 

607 

Rorer-Amchem 

4.4 

John  W  Eckman 

134 

134 

55 

12 

3 

Marketing 

608 

Continental  Bank 

1.6 

Roy  T  Peraino 

119 

133 

47 

17 

5 

Finance 

609 

First  Empire  State 

2.3 

Charles  R  Diebold 

133 

133 

63 

5 

5 

Finance 

610 

Waldbaum 

6.2 

Ira  Waldbaum 

133 

133 

46 

28 

26 

Sales 

611 

Bank  of  Virginia 

3.6 

Frederick  Deane  Jr 

124 

133 

48 

21 

1 

Finance 

612 

ARA  Services 

66.4 

"Davre  J  Davidson 

133 

133 

63 

38 

38 

Founder 

613 

Charter  Company 

4.0 

Raymond  K  Mason 

129 

132 

48 

22 

11 

Founder 

614 

American  Stores 

37.5 

John  R  Park 

132 

132 

59 

36 

7 

Administration 

615 

Jefferson-Pilot 

4.2 

W  Roger  Soles 

132 

132 

54 

28 

7 

Investment 

616 

Public  Service  Ind 

3.4 

Carroll  H  Blanchar 

112 

131 

63 

14 

13 

Finance 

617 

First  Alabama  Bshs 

2.2 

Frank  A  Plummer 

96 

131 

62 

22 

4 

Engineering 

618 

Bancal  Tri-State 

4.1 

Charles  DeBretteville 

125 

131 

61 

12 

11 

Administration 

619 

Betz  Laboratories 

2.1 

"John  J  Maguire 

122 

130 

62 

40 

6 

Technical 

620 

Valley  Natl  Bk  Ariz 

4.9 

James  B  Mayer 

87 

129 

61 

3 

1 

Administration 

621 

New  England  Merchnts 

2.2 

Mark  C  Wheeler 

125 

129 

61 

22 

5 

Finance 

622 

Gibraltar  Financial 

0.6 

Herbert  J  Young 

129 

129 

43 

22 

6 

Lending 

623 

Signode 

6.5 

•John  H  Leslie 

-      117 

129 

60 

29 

26 

Technical 

624 

Va  Electric  &  Power 

7.4 

John  M  McGurn 

125 

128 

61 

40 

8 

Technical 

625 

Melville  Shoe 

26.2 

Francis  C  Rooney  Jr 

128 

128 

53 

22 

11 

Sales 

626 

Citizens  &  Southern 

5.3 

Richard  L  Kartel 

121 

127 

38 

16 

3 

Finance 

627 

Economics  Laboratory 

4.9 

Edward  B  Osborn 

127 

127 

68 

46 

23 

Sales 

628 

Carolina  Pwr  &  Lt 

4.7 

Shearon  Harris 

123 

127 

57 

17 

6 

Legal 

629 

Huntington  Bshs 

2.1 

Clair  EFultz 

127 

127 

63 

8 

8 

Founder 

i  Salary,  bonus,  director'!  fata,  and  deferred  compensation; 
t  Sharea    'Office  of  the  President''  with  L.  6.  Herring,  J.  V 
land  and  J.  A.  Walker. 

excludes  stock  options. 
.  Reinhardt,  R.  L.  Strick- 

22)  Succeeded  by  Joseph  A. 

23)  Succeeded  by  William  S 

24)  Succeeded  by  Robert  B. 
*  Succeeded  by  J.  Thomas  ! 

Gommon,  3/24/75. 
.  Fiahman.  2/20/75. 
Marsh.  4/10/75. 
ichanck.  4/75. 
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If  you  just  got  out  of  jail,  with  no  education, 
no  fob,  no  food,  no  prospects 
and  just  $1  in  your  pocket,  what  would  you 


We'll  tell  you  what  you  might  do. 

Like  7  out  of  10  ex-offenders  you  could 
wind  up  back  in  jail. 

But  now,  instead,  you  might  be  fortunate 
enough  to  go  to  Independence  House. 

Independence  House  is  in  New  York,  and 
is  a  voluntary  residence  for  young  (17-21)  ex- 
offenders.  And  as  the  name  suggests,  it 
teaches  them  independence. 

Independence  with  the  responsibility  of 
having  their  own  rooms  (for  most  it's  the  first 
room  or  responsibility  they've  ever  had) . 

Independence  with  a  paying  job  that  can 
help  train  them  for  a  trade  or  profession. 

Independence  with  their  own  bank  account. 


Independence  with  the  help  of  specially 
trained  social  workers  and  counselors— many 
are  ex-offenders  themselves.  So  they  relate  to 
the  new  ex-offenders  especially  well. 

And  Independence  House  really  works:  8 
out  of  every  10  who  complete  the  program 
stay  straight.  It's  a  much  better  prospect  than 
having  no  prospects  at  all. 

We  think  Independence  House  is  a  great 
idea.  And  that's  why  we're  helping  it  by  giv- 
ing our  financial  support. 

The  best  ideas  are  the    I  I  ■  II  ■  I 


ideas  that  help  people.. 


International  Telephone  and  Telegraph  Corporation.  320  Park  Avenue.  New  York.  N  Y  10022 


Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration*; 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

630 

First  Natl  Cine  Corp 

1.0 

William  N  Liggett 

126 

126 

58 

26 

3 

Finance 

631 

Pacific  Lumber 

2.7 

Edward  M  Carpenter 

92 

126 

64 

41 

2 

Production 

632 

Imperial  Corp  of  Am 

1.1 

V  L  Viskas 

126 

126 

48 

15 

2 

Finance 

633 

Big  Three  Industries 

2.4 

Harry  K  Smith 

126 

,  126  < 

63 

49 

19 

Sales 

634 

A  H  Robins 

4.5 

E  Claiborne  Robins 

123 

126 

64 

41 

38 

Sales 

635 

Gardner-Denver 

10.9 

Lynn  L  Leigh 

118 

126 

49 

8 

2 

Marketing 

636 

Lincoln  First  Banks 

3.4 

Alexander  D  Hargrave 

120 

126 

55 

12 

1 

Legal 

637 

Motorola 

51.0 

Robert  W  Galvin 

125 

125 

52 

30 

10 

Administration 

638 

New  England  Electric 

6.3 

Guy  W  Nichols 

125 

125 

49 

27 

3 

Administration 

639 

Public  Service  Colo 

5.6 

Robert  T  Person 

125 

125 

60 

38 

16 

Sales 

640 

U  S  Fidelity  &  Gty 

8.0 

Williford  Gragg 

125 

125 

60 

37 

2 

Legal 

640 

Boston  Edison 

4.0 

Thomas  J  Galligan  Jr 

125 

125 

55 

21 

4 

Finance 

640 

Federated  Capital  Corp 

1.3 

iLovett  Baker 

125 

125 

44 

10 

10 

Banking 

642 

Trust  Co  Georgia 

3.0 

Augustus  H  Sterne 

110 

125 

62 

38 

3 

Finance 

643 

Govt  Employees  Ins 

8.5 

Norman  LGidden 

120 

124 

58 

28 

1 

Administration 

644 

Thomas  &  Betts 

2.4 

J  David  Parkinson 

124 

124 

45 

21 

1 

Marketing 

645 

Super  Valu  Stores 

9.3 

Jack  J  Crocker 

123 

123 

51 

3 

2 

Administration 

646 

Walt  Disney 

14.0 

Donn  B  Tatum 

123 

123 

62 

19 

3 

Finance 

647 

Deluxe  Check  Printers 

6.7 

Joseph  L  Rose 

107 

123 

63 

45 

12 

Production 

648 

Allegheny  Power 

5.5 

Charles  B  Finch 

120 

122 

55 

21 

3 

Legal 

649 

W  W  Grainger 

3.9 

David  W  Grainger 

98 

122 

47 

24 

1 

Administration 

650 

Baltimore  Gas  &  Elec 

7.9 

C  Edward  Utermohle  Jr 

121 

121 

60 

41 

5 

Technical 

651 

Bandag 

2.0 

Harker  Collins 

121 

121 

50 

2 

1 

Administration 

652 

Wisconsin  Elec  Power 

4.3 

John  G  Quale 

121 

121 

50 

25 

6 

Legal 

653 

Central  Bancshares 

1.9 

Harry  B  Brock  Jr 

121 

121 

49 

4 

4 

Founder 

654 

Dominion  Bankshares 

2.1 

Edward  H  Ould 

107 

121 

67 

39 

18 

Finance 

655 

First  Charter  Finl 

1.5 

S  Mark  Taper 

121 

121 

73 

20 

20 

Founder 

656 

DEKALB  Ag  Re  search 

2.0 

Thomas  H  Roberts  Jr 

100 

121 

50 

25 

13 

Marketing 

657 

Marshall  &  llsley 

1.6 

John  A  Puelicher 

120 

120 

54 

37 

17 

Finance 

658 

Tarn  pax 

2.6 

Thomas  F  Casey 

120 

120 

67 

39 

19 

Finance 

659 

So  New  England  Tel 

13.6 

Alfred  W  Van  Sinderen 

120 

120 

50 

27 

7 

Operations 

660 

United  Financial  Cat 

0.6 

Anthony  M  Frank 

120 

120 

43 

3 

2 

Finance 

661 

Houston  Natural  Gas 

7.3 

Robert  R  Herring 

120 

120 

54 

11 

7 

Technical 

661 

Society  Corp 

2.0 

Walter  F  Lineberger  Jr 

120 

120 

62 

11 

5 

Finance 

661 

Amer  Fletcher 

2.6 

Frank  E  McKinney  Jr 

120 

120 

36 

7 

1 

Finance 

664 

Giant  Food 

11.8 

Joseph  B  Danzansky 

115 

119 

60 

10 

10 

Legal 

665 

Heritage  Bancorp 

1.3 

William  H  Bell  Jr 

112 

119 

56 

22 

3 

Finance 

666 

So  Carolina  E  &  G 

2.6 

Arthur  M  Williams  Jr 

103 

118 

60 

30 

7 

Legal 

667 

Liberty  Natl  Ufe 

4.3 

Frank  P  Samford  Jr 

110 

118 

54 

27 

8 

Legal 

668 

Hartford  Natl 

2.7 

"David  C  Hewitt 

116 

117 

64 

41 

7 

Finance 

669 

Fred  Meyer 

8.0 

Fred  G  Meyer 

HI 

116 

90 

52 

52 

Founder 

670 

First  Union  Corp  NC 

4.0 

C  Clifford  Cameron 

116 

116 

55 

11 

8 

Finance 

671 

Pioneer  Hi-Bred  Intl 

1.4 

R  Wayne  Skidmore 

116 

116 

64 

41 

5 

Sales 

672 

Hamilton  Bancshares 

1.8 

26N  Rountree  Youmans 

108 

116 

56 

3 

2 

Finance 

673 

Amer  Water  Works 

3.4 

John  J  Barr 

115 

115 

62 

43 

20 

Administration 

674 

Fedl  Natl  Mortgage 

1.2 

Allan  O  Hunter 

HI 

115 

58 

5 

5 

Legal 

675 

Provident  Life  &  Ace 

2.6 

Henry  C  Unruh 

115 

115 

61 

29 

3 

Actuary 

676 

Dillon  Companies 

12.5 

Ray  E  Dillon  Jr 

110 

114 

51 

28 

12 

Administration 

677 

Girard 

3.5 

William  B  Eagleson  Jr 

104 

114 

49 

23 

1 

Finance 

678 

Maytag 

4.1 

Daniel  J  Krumm 

113 

113 

48 

22 

1 

Marketing 

679 

Petrolite 

1.3 

Ellis  L  Brown 

112 

113 

59 

18 

9 

Production 

i  Salary, 

bonus,  director's  fees,  and  deferred  compensation; 

excludes  stock  options. 

*   Succeeded  by  Nelson  Works,  3/1/75. 

25)  Succeeded  by  Charles  E.  Lord,  3/31/75. 

26)  Succeeded  by  J.  E.  Whitaker,  3/10/75. 
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TENNECO'S  GROWTH  IN  THE  70's. 


Tenneco  reports  1974  revenues  over 

$5  billion,  earnings  per  share  up  43%  to  $4.08. 


SUMMARY  1974                               1973 

REVENUES-  (Thousands) 
Manufacturing: 

J  I  Case $1,088,399  $   919,198 

Newport  News  Shipbuilding 490,352                         477,875 

Walker  Manufacturing 230,187                         206,469 

Natural  gas  pipelines 929,927                         708,558 

Oil  production,  refining,  marketing 1,455,711                         827,346 

Chemicals 378,444                         302,084 

Packaging 364,898                         310,749 

Agriculture,  land  development 203,068                         226,608 

Investments 18,507                           23,950 

Intergroup  sales (95,889)                         (62,676) 

Total $5,063,604  $3,940,161 

NET  INCOME $   321,468  $   230,211 

PREFERRED  AND  PREFERENCE  STOCK  DIVIDENDS .  . .  35,549                            36,789 

NET  INCOME  TO  COMMON  STOCK $   285,919  $   193,422 

EARNINGS  PER  SHARE  OF  COMMON  STOCK: 

Average  shares  outstanding $         4.08  $         2.86 

Fully  diluted 3.43                              2.46 

Average  number  of  shares  outstanding 70,079,891  67,697,658 


Tenneco  had  its  best  year  ever  in  1974, 
with  revenues  up  29%,  net  income  up  40%, 
and  common  share  earnings  up  43%,   as 
shown  above  by  the  1974-73  comparisons 
from  our  Annual  Report. 

Looked  at  from  another  perspective, 
1974  climaxed  one  of  the  most  outstanding 
five-year  growth  periods  in  the  Company's 
history.  In  the  years  1970  through  1974,  sub- 
stantial gains  were  recorded  in  a  progression 
of  peak  achievements.  Since  1970: 
—Consolidated  operating  revenues  rose  96% 
to  more  than  $5  billion. 
—Net  income  rose  103%  to  $321.5  million. 
—Earnings  per  share  rose  94%  to  $4.08,  even 
though  the  average  common  shares  outstand- 


ing went  from  58.4  million  in  1970  to  70.1  mil- 
lion in  1974,  an  increase  of  20%. 
—Assets  grew  48%  and  cash  flow,  103%. 
—The  common  stock  dividend  rate  is  up  21  % , 
having  been  increased  on  three  occasions  to 
the  current  annual  rate  of  $1 .60  per  share. 

Now,  as  we  move  into  the  last  half  of  the 
decade,  Tenneco  is  in  its  strongest  position 
ever,  according  to  Chairman  N.  W.  Freeman 
and  President  Wilton  E.  Scott— a  company 
well  prepared  to  meet  the  challenges  and  op- 
portunities ahead. 

For  more  facts  and  figures  about  Tenneco's 
record-breaking  performance  in  1974,  write: 
Tenneco  Annual  Report,  Section  T,  P.O.  Box 
2511,  Houston,  Texas  77001. 


TENNECO  CHEMICALS  O  TENNESSEE  GAS  TRANSMISSION  O  TENNECO  OIL  O  PACKAGING  CORP   OF  AMERICA  O 
TENNECO  REALTY      O        J  I  CASE      O        WALKER  MANUFACTURING        O        NEWPORT  NEWS  SHIPBUILDING  O 


Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration^ 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

680 

First  Kentucky  Natl 

1.7 

"Hugh  M  Shwab 

108 

113 

65 

41 

4 

Banking 

681 

Clark  Oil  &  Refining 

4.3 

Owen  L  Hill 

109 

112 

57 

15 

1 

Finance 

682 

Riggs  Natl  Bank 

1.9 

John  M  Christie 

112 

112 

64 

39 

2 

Finance 

683 

National  Central 

1.4 

28John  C  Tuten 

103 

.    112  * 

64 

20 

13 

Finance 

684 

Gulf  States  Utils 

3.1 

Floyd  R  Smith 

108 

112 

61 

39 

5 

Technical 

685 

Old  Kent  Financial 

1.3 

Richard  M  Gillett 

108 

111 

51 

17 

11 

Administration 

686 

Commonwealth  Edison 

15.0 

Thomas  G  Ayers 

111 

111 

60 

37 

2 

Administration 

687 

South  Carolina  Natl 

2.7 

John  H  Lumpkin 

101 

111 

59 

10 

6 

Legal 

688 

Landmark  Banking  Fla 

1.2 

Fred  R  Millsaps 

111 

111 

46 

5 

4 

Finance 

689 

CBT  Corp  Hartford 

3.2 

James  F  English 

108 

111 

48 

23 

5 

Finance 

690 

First  Natl  State  N  J 

2.8 

Robert  R  Ferguson  Jr 

110 

110 

51 

25 

2 

Finance 

690 

Franklin  Life  Ins 

2.4 

George  E  Hatmaker 

110 

110 

64 

46 

6 

Administration 

690 

Pacific  Pwr  &  Lt 

4.1 

Don  C  Frisbee 

110 

no 

51 

21 

9 

Finance 

693 

Texas  Oil  &  Gas 

0.9 

Louis  A  Beecherl  Jr 

110 

no 

49 

18 

18 

Technical 

694 

Ohio  Casualty 

3.4 

Howard  L  Sloneker  Jr 

106 

110 

56 

29 

10 

Administration 

695 

United  Banks  of  Colo 

2.2 

Neil  F  Roberts 

103 

110 

61 

38 

1 

Administration 

696 

Dayton  Power  &  Light 

3.1 

Robert  B  Killen 

109 

109 

61 

43 

4 

Technical 

697 

Hawaii  Bancorp 

2.0 

Clifton  D  Terry 

102 

109 

63 

15 

8 

Finance 

698 

Certain-teed  Prods 

8.3 

Donald  E  Meads 

109 

109 

54 

1 

1 

Finance 

699 

Daniel  International 

39.0 

R  Hugh  Daniel 

103 

108 

68 

45 

10 

Founder 

700 

No  States  Power 

6.4 

David  F  McElroy 

108 

108 

62 

28 

1 

Technical 

701 

Texas  American  Bshs 

1.6 

Lewis  H  Bond 

104 

108 

53 

22 

10 

Finance 

702 

Duquesne  Light 

4.2 

John  M  Arthur 

108 

108 

52 

30 

6 

Operations 

703 

Supermarkets  General 

27.0 

Milton  Perlmutter 

108 

108 

47 

18 

11 

Founder 

704 

Duke  Power 

12.3 

Carl  Horn  Jr 

105 

107 

53 

21 

4 

Legal 

705 

Illinois  Power 

3.4 

Wendell  J  Kelley 

106 

106 

49 

25 

8 

Administration 

706 

Reserve  Oil  &  Gas 

1.0 

John  R  McMillan 

90 

106 

65 

11 

11 

Technical 

707 

Central  &  South  West 

5.9 

Silas  B  Phillips  Jr 

101 

106 

60 

35 

9 

Administration 

708 

Raychem 

4.2 

Paul  M  Cook 

104 

106 

51 

18 

18 

Founder 

709 

Jack  Eckerd 

11.2 

Stewart  Turley 

100 

105 

40 

8 

1 

Administration 

709 

United  Gas  Pipe  Line 

2.0 

J  Hugh  Roff  Jr 

101 

105 

43 

1 

1 

Legal 

711 

Niagara  Mohawk  Power 

9.8 

John  G  Haehl  Jr 

102 

105 

52 

13 

2 

Finance 

712 

BancOhio  Corp 

4.8 

"Philip  F  Searle 

105 

105 

50 

5 

5 

Administration 

712 

Portland  Genl  Elec 

2.0 

Frank  M  Warren 

105 

105 

59 

37 

20 

Technical 

714 

San  Diego  Gas  &  Elec 

4.0 

Walter  A  Zitlau 

101 

104 

62 

33 

4 

Technical 

715 

D  H  Baldwin 

4.8 

Lucien  Wulsin 

100 

104 

58 

36 

13 

Legal 

716 

Iowa  Beef  Processors 

5.8 

J  Fred  Haigler 

100 

103 

63 

13 

3 

Marketing 

717 

Southern  Bancorp  Ala 

1.9 

Guy  H  Caffey  Jr 

91 

103 

49 

23 

2 

Finance 

718 

Homestake  Mining 

2.0 

Paul C  Henshaw 

103 

103 

61 

22 

5 

Technical 

719 

Malone  &  Hyde 

4.7 

Joseph  R  Hyde  III 

103 

103 

32 

9 

6 

Administration 

720 

Central  Bancorp 

1.7 

Oliver  W  Birckhead 

90* 

103° 

52 

24 

3 

Administration 

721 

ConAgra 

5.5 

Claude  1  Carter 

102 

102 

55 

34 

1 

Administration 

722 

Idaho  First  Natl  Bk 

1.6 

Thomas  C  Frye 

102 

102 

56 

38 

5 

Administration 

723 

Pa  Power  &  Light 

6.9 

Jack  K  Busby 

102 

102 

57 

23 

11 

Legal 

724 

Maryland  National 

3.3 

Robert  D  Harvey 

100 

101 

54 

28 

11 

Finance 

725 

Financial  General 

3.3 

William  J  Schuiling 

98 

101 

63 

12 

1 

Finance 

726 

First  Virginia  Bshs 

2.3 

Ralph  A  Beeton 

100 

100 

47 

15 

8 

Legal 

727 

Shawmut  Corp 

3.7 

D  Thomas  Trigg 

93 

100 

59 

38 

2 

Finance 

728 

MBPXL 

2.5 

David  J  Lafleur 

60f 

100 

43 

6 

3 

Production 

728 

Provident  Natl  Corp 

3.5 

Roger  S  Hillas 

100 

100 

48 

24 

1 

Finance 

t  Salary,  bonus,  director's  fees,  and  deferred  compensation; 

•  For  1973. 

t  Salary  annualized. 

excludes  stock  options. 

27)  Succeeded  by  A.  Stevens  Miles,  1/1/75. 

28)  Succeeded  by  Wilson  D.  McElhinny,  4/22/75. 

29)  Succeeded  by  John  L.  Burgoon,  3/19/75. 
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FORBES,    MAY    15,    1975 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


4,000,000  Shares 

Philadelphia  Electric  Company 


Common  Stock 

(without  par  value) 


Price  $12.75  a  Share 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  &  Co.  The  First  Boston  Corporation 

INCORPORATED 

Blyth  Eastman  Dillon  &  Co.  Dillon,  Read  &  Co.  Inc.  Goldman,  Sachs  &  Co. 

INCORPORATED 

Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 

AFFILIATE  OF  BACHE  &  CO.  INCORPORATED  INCORPORATED 

E.  F*  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co.  Kuhn,  Loeb  &  Co. 

INCORPORATED 

Lazard  Freres  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

INCORPORATED 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Curtis 

INCORPORATED  INCORPORATED 

Reynolds  Securities  Inc.  Salomon  Brothers  Smith,  Barney  &  Co. 

INCORPORATED 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co. 

INCORPORATED 

Dean  Witter  &  Co.  Shearson  Hayden  Stone  Inc. 

INCORPORATED 
April  23,  1975 


Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration^ 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

680 

First  Kentucky  Natl 

1.7 

"Hugh  M  Shwab 

108 

113 

65 

41 

4 

Banking 

681 

Clark  Oil  &  Refining 

4.3 

Owen  L  Hill 

109 

112 

57 

15 

1 

Finance 

682 

Riggs  Natl  Bank 

1.9 

John  M  Christie 

112 

112 

64 

39 

2 

Finance 

683 

National  Central 

1.4 

"John  C  Tuten 

103 

112* 

64 

20 

13 

Finance 

684 

Gulf  States  Utils 

3.1 

Floyd  R  Smith 

108 

112 

61 

39 

5 

Technical 

685 

Old  Kent  Financial 

1.3 

Richard  M  Gillett 

108 

111 

51 

17 

11 

Administration 

686 

Commonwealth  Edison 

15.0 

Thomas  G  Ayers 

111 

HI 

60 

37 

2 

Administration 

687 

South  Carolina  Natl 

2.7 

John  H  Lumpkin 

101 

111 

59 

10 

6 

Legal 

688 

Landmark  Banking  Fla 

1.2 

Fred  R  Millsaps 

111 

111 

46 

5 

4 

Finance 

689 

CBT  Corp  Hartford 

3.2 

James  F  English 

108 

111 

48 

23 

5 

Finance 

690 

First  Natl  State  N  J 

2.8 

Robert  R  Ferguson  Jr 

110 

110 

51 

25 

2 

Finance 

690 

Franklin  Life  Ins 

2.4 

George  E  Hatmaker 

110 

110 

64 

46 

6 

Administration 

690 

Pacific  Pwr  &  Lt 

4.1 

Don  C  Frisbee 

110 

110 

51 

21 

9 

Finance 

693 

Texas  Oil  &  Gas 

0.9 

Louis  A  Beecherl  Jr 

110 

110 

49 

18 

18 

Technical 

694 

Ohio  Casualty 

3.4 

Howard  L  Sloneker  Jr 

106 

110 

56 

29 

10 

Administration 

695 

United  Banks  of  Colo 

2.2 

Neil  F  Roberts 

103 

110 

61 

38 

1 

Administration 

696 

Dayton  Power  &  Light 

3.1 

Robert  B  Killen 

109 

109 

61 

43 

4 

Technical 

697 

Hawaii  Bancorp 

2.0 

Clifton  D  Terry 

102 

109 

63 

15 

8 

Finance 

698 

Certain-teed  Prods 

8.3 

Donald  E  Meads 

109 

109 

54 

1 

1 

Finance 

699 

Daniel  International 

39.0 

R  Hugh  Daniel 

103 

108 

68 

45 

10 

Founder 

700 

No  States  Power 

6.4 

David  F  McElroy 

108 

108 

62 

28 

1 

Technical 

701 

Texas  American  Bshs 

1.6 

Lewis  H  Bond 

104 

108 

53 

22 

10 

Finance 

702 

Duquesne  Light 

4.2 

John  M  Arthur 

108 

108 

52 

30 

6 

Operations 

703 

Supermarkets  General 

27.0 

Milton  Perlmutter 

108 

108 

47 

18 

11 

Founder 

704 

Duke  Power 

12.3 

Carl  Horn  Jr 

105 

107 

53 

21 

4 

Legal 

705 

Illinois  Power 

3.4 

Wendell  J  Kelley 

106 

106 

49 

25 

8 

Administration 

706 

Reserve  Oil  &  Gas 

1.0 

John  R  McMillan 

90 

106 

65 

11 

11 

Technical 

707 

Central  &  South  West 

5.9 

Silas  B  Phillips  Jr 

101 

106 

60 

35 

9 

Administration 

708 

Raychem 

4.2 

Paul  M  Cook 

104 

106 

51 

18 

18 

Founder 

709 

Jack  Eckerd 

11.2 

Stewart  Turley 

100 

105 

40 

8 

1 

Administration 

709 

United  Gas  Pipe  Line 

2.0 

J  Hugh  Roff  Jr 

101 

105 

43 

1 

1 

Legal 

711 

Niagara  Mohawk  Power 

9.8 

John  G  Haehl  Jr 

102 

105 

52 

13 

2 

Finance 

712 

BancOhio  Corp 

4.8 

"Philip  F  Searle 

105 

105 

50 

5 

5 

Administration 

712 

Portland  Genl  Elec 

2.0 

Frank  M  Warren 

105 

105 

59 

37 

20 

Technical 

714 

San  Diego  Gas  &  Elec 

4.0 

Walter  A  Zitlau 

101 

104 

62 

33 

4 

Technical 

715 

D  H  Baldwin 

4.8 

Lucien  Wulsin 

100 

104 

58 

36 

13 

Legal 

716 

Iowa  Beef  Processors 

5.8 

J  Fred  Haigler 

100 

103 

63 

13 

3 

Marketing 

717 

Southern  Bancorp  Ala 

1.9 

Guy  H  Caffey  Jr 

91 

103 

49 

23 

2 

Finance 

718 

Homestake  Mining 

2.0 

Paul C  Henshaw 

103 

103 

61 

22 

5 

Technical 

719 

Malone  &  Hyde 

4.7 

Joseph  R  Hyde  III 

103 

103 

32 

9 

6 

Administration 

720 

Central  Bancorp 

1.7 

Oliver  W  Birckhead 

90* 

103° 

52 

24 

3 

Administration 

721 

ConAgra 

5.5 

Claude  1  Carter 

102 

102 

55 

34 

1 

Administration 

722 

Idaho  First  Natl  Bk 

1.6 

Thomas  C  Frye 

102 

102 

56 

38 

5 

Administration 

723 

Pa  Power  &  Light 

6.9 

Jack  K  Busby 

102 

102 

57 

23 

11 

Legal 

724 

Maryland  National 

3.3 

Robert  D  Harvey 

100 

101 

54 

28 

11 

Finance 

725 

Financial  General 

3.3 

William  J  Schuiling 

98 

101 

63 

12 

1 

Finance 

726 

First  Virginia  Bshs 

2.3 

Ralph  A  Beeton 

100 

100 

47 

15 

8 

Legal 

727 

Shawm  ut  Corp 

3.7 

D  Thomas  Trigg 

93 

100 

59 

38 

2 

Finance 

728 

MBPXL 

2.5 

David  J  Lafleur 

60t 

100 

43 

6 

3 

Production 

728 

Provident  Natl  Corp 

3.5 

Roger  S  Hillas 

100 

100 

48 

24 

1 

Finance 

t  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 

•  For  1973. 

t  Salary  annualized. 


27)  Succeeded  by  A.  Stevens  Miles,  1/1/75. 

28)  Succeeded  by  Wilson  D.  McElhinny.  4/22/75. 

29)  Succeeded  by  John  L.  Burgoon,  3/19/75. 
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FORBES,   MAY   15.    1975 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


4,000,000  Shares 

Philadelphia  Electric  Company 


Common  Stock 

(without  par  value) 


Price  $12.75  a  Share 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  &  Co.  The  First  Boston  Corporation 

INCORPORATED 

Blyth  Eastman  Dillon  &  Co.  Dillon,  Read  &  Co.  Inc.  Goldman,  Sachs  &  Co. 

INCORPORATED 

Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 

AFFILIATE  OF  BACHE  &  CO.  INCORPORATED  INCORPORATED 

E.  F,  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co.  Kuhn,  Loeb  &  Co. 

INCORPORATED 

Lazard  Freres  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

INCORPORATED 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Curtis 

INCORPORATED  INCORPORATED 

Reynolds  Securities  Inc.  Salomon  Brothers  Smith,  Barney  &  Co. 

INCORPORATED 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co. 

INCORPORATED 

Dean  Witter  &  Co.  Shearson  Hayden  Stone  Inc. 

INCORPORATED 
April  23,  1975 


Who  Gets  the  Most  Pay 


Compensation 

Number  of 

Salary  & 

Total 

Years  Served 

Employees 

Bonus 

Remuneration; 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

728 

Ark  Louisiana  Gas 

4.5 

fE  S  Nelson/D  W  Weir 

100 

100 

34/61 

11/39 

2/2  Sales/Administration 

728 

First  Nat!  Stores 

17.0 

Alan  L  Haberman 

100 

100 

45 

8 

2 

Administration 

728 

Food  Fair  Stores 

30.0 

Jack  M  Friedland 

100 

100 

50 

28 

4 

Administration 

728 

First  Texas  Finl 

0.7 

John  L  Ingle 

100 

100  * 

54 

26 

13 

Finance 

728 

No  Indiana  Pub  Svc 

5.5 

Dean  H  Mitchell 

100 

100 

80 

51 

8 

Administration 

728 

Digital  Equipment 

19.2 

Kenneth  H  Olsen 

100 

100 

49 

17 

17 

Founder 

728 

Zayre 

28.0 

Stanley  H  Feldberg 

100 

100 

50 

26 

19 

Sales 

737 

Northwestern  Steel 

4.4 

W  Martin  Dillon 

100 

100 

65 

45 

23 

Production 

738 

First  Security  Salt  Lake 

3.2 

George  S  Eccles 

100 

100 

75 

52 

29 

Administration 

739 

Washington  Natl  Corp 

3.9 

G  Preston  Kendall  Sr 

98 

99 

65 

43 

9 

Finance 

740 

Indiana  National 

2.4 

J  Fred  Risk 

99 

99 

46 

19 

3 

Finance 

741 

Arizona  Bank 

1.7 

G  Clarke  Bean 

95 

98 

57 

22 

5 

Finance 

742 

Security  N  Y  State 

1.6 

J  Wallace  Ely 

98 

98 

65 

39 

15 

Finance 

743 

Monumental  Corp 

2.7 

Frank  Baker  Jr 

98 

98 

62 

43 

7 

Finance 

744 

Scot  Lad  Foods 

5.4 

Walter  R  Schaub 

97 

97 

64 

42 

14 

Founder 

745 

Willamette  Inds 

6.9 

Gene  D  Knudson 

94 

97 

58 

25 

1 

Production 

746 

Tecumseh  Products 

9.2 

Kenneth  G  Herrick 

95 

95 

54 

34 

4 

Production 

746 

Golden  West  Finl 

0.4 

Herbert  M  Sandler 

95 

95 

43 

12 

12 

Founder 

748 

First  &  Merchants 

3.2 

C  Coleman  McGehee 

90 

94 

50 

26 

1 

Finance 

749 

Westmoreland  Coal 

4.5 

E  8  Leisenring  Jr 

90 

94 

49 

18 

16 

Administration 

750 

Quaker  State  Oil 

2.5 

Thomas  A  Anderson 

89 

94 

64 

42 

2 

Production 

751 

Equitable  Bancorp 

2.6 

"John  A  Luetkemeyer 

88 

94 

65 

40 

11 

Finance 

752 

Medtronic 

2.2 

Earl  E  Bakken 

87 

93 

51 

26 

26 

Founder 

753 

Auto  Data  Processing 

4.7 

Henry  Taub 

93 

93 

47 

25 

25 

Founder 

754 

First  Natl  Bancorp 

2.3 

Bruce  D  Alexander 

86 

91 

53 

25 

5 

Lending 

755 

First-Citizens  N  C 

NA 

Lewis  R  Holding 

91 

91 

48 

26 

19 

Finance 

756 

United  Missouri  Bshs 

1.4 

R  Crosby  Kemper 

83 

90 

48 

25 

5 

Founder 

757 

Citizens  Fidelity 

1.5 

Maurice  D  S  Johnson 

85 

90 

63 

8 

4 

Administration 

758 

First  Tennessee  Natl 

3.2 

Ronald  A  Terry 

88 

90 

44 

17 

1 

Administration 

759 

Longs  Drug  Stores 

3.5 

Joseph  M  Long 

86 

89 

63 

37 

28 

Founder 

760 

Wilmington  Trust  Del 

1.2 

William  W  Geddes 

89 

89 

55 

33 

4 

Trust 

761 

Greater  Jersey  Bncp 

1.2 

Norman  Brassier 

88 

88 

63 

35 

6 

Finance 

762 

Tektronix 

12.7 

Earl  Wantland 

77 

88 

44 

20 

1 

Production 

763 

Southwestern  Pub  Svc 

1.9 

Roy  Tolk 

87 

87 

59 

36 

3 

Technical 

764 

Oklahoma  Gas  &  Elec 

3.1 

Donald  S  Kennedy 

87 

87 

73 

51 

25 

Finance 

765 

First  Maryland  Bncp 

1.6 

J  Owen  Cole 

87 

87 

45 

18 

1 

Administration 

766 

Wetterau 

3.3 

Ted  C  Wetterau 

86 

86 

47 

23 

4 

Marketing 

767 

Bank  of  Commonwealth 

1.5 

Arthur  F  F  Snyder 

86 

86 

56 

2 

2 

Finance 

768 

Petrie  Stores 

5.0 

Milton  J  Petrie 

86 

86 

72 

43 

43 

Founder 

769 

Fifth  Third  Bancorp 

1.2 

William  S  Rowe 

76 

85 

58 

35 

11 

Finance 

770 

Third  National  Corp 

1.8 

John  W  Clay 

80 

85 

61 

37 

2 

Administration 

771 

Equitable  Life  Iowa 

1.4 

Kenneth  R  Austin 

85 

85 

55 

27 

5 

Administration 

772 

Utah  Power  &  Light 

2.5 

E  Allan  Hunter 

81 

84 

60 

37 

6 

Technical 

773 

Hospital  Trust  Corp 

1.5 

Henry  S  Woodbridge  Jr 

81 

84 

46 

19 

1 

Finance 

774 

First  Amtenn  Corp 

2.0 

Andrew  B  Benedict 

82 

84 

60 

39 

5 

Finance 

775 

Marine  Corp  Wise 

1.4 

John  C  Geilfuss 

84 

84 

61 

27 

10 

Trust 

776 

Emery  Air  Freight 

3.0 

James  J  McNulty 

80 

83 

62 

28 

6 

Finance 

777 

Florida  Power 

3.5 

Andrew  H  Hines  Jr 

80 

83 

52 

23 

2 

Technical 

778 

Arizona  Public  Serv 

3.9 

Keith  L  Turley 

83 

83 

51 

23 

1 

Administration 

779 

Republic  New  York 

0.7 

Peter  White 

82 

82 

72 

9 

9 

Finance 

I  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 
t  Office  held  jointly;  remuneration  shown  represents  amount  earned  by  each. 
NA-Not  available. 

30)  Succeeded  by  Owen  Oaly  II, 

3/1/75. 
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FORBES.    MAY    15,    1975 


—  --'  Alexander,  a^^VneBsOk. 
\downs.  R-  ^*  ^  aaies  Rector  oid  ann 
W  adverttsjsj  J^    t  "we're  ^         \  ab0P 

-  Unt^1^Vtor   compares  or  &re  c, 

-  \%2*m   ^JtoOO  envP^f  ^  total1 

W  more  tt*»  j^,.  rather  tn 

^managers  anft     . 


We  thank  you,  Business  Week,  for  saying  that  so  beautifully  in  the  March  10  issue 
of  The  Wall  Street  Journal.  Because  you  have  been  so  thoughtful  in  providing  ranking 
information  on  which  magazines  are  the  best  buy  for  reaching  business  readers,  we  thought 
you'd  appreciate  our  presenting  the  following  1974/75  Simmons  Study  data  in  that  area 
that  interests  you  most;  plus  a  few  others: 


Management  Readers  Ranked 

By  Readers  Per  Dollar-lx  B&W 

Page 

Managers  5  Administrators 
in  companies  with  1,000 
or  more  employees  having 
individual  employment 
incomes  of: 

Business 
Week 

FORBES       Fortune 

Newsweek 

Sports 
Illustrated 

Time 

as. 

Mews 

...$1 5,000  &  over 

2 

1 

7 

3 

4 

5 

6 

. . .  $20,000  &  over 

2 

1 

3 

4 

5 

7 

6 

. . .  $25,000  &  over 

2 

1 

3 

4 

7 

6 

5 

. . .  $50,000  &  over** 

2 

1 

3 

6 

7 

5 

4 

:           Source  1974/75  Simmons 

♦  ♦Unreliable 

We  agree  with  Business  Week  that  in  times  like  these  cost  and  efficiency  are 
more  important  than  ever.  And  when  it  comes  to  reaching  management 
readers  in  big  business,  Forbes  not  only  has  the  lowest  page  rates  among 
the  publications  listed  above,  its  efficiency  is  the  greatest. 

FORBES:  CAPITALIST  TOOL 


Who  Gets  the  Most  Pay 


Compensation 

Number  of 
Employees 

Salary  & 
Bonus 

Total 
Remuneration^ 

Years  Served 

With 

As 

Business 

Rank 

Company 

(thousands) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

780 

Delmarva  Power  &  Lt 

2.4 

Robert  D  Weimer 

80 

82 

53 

27 

1 

Technical 

781 

Northrup,  King 

2.8 

D  Kenneth  Christensen 

72 

82 

60 

42 

12 

Production 

782 

Alabama  Bancorp 

2.4 

John  W  Woods 

81 

81 

43 

5 

3 

Banking 

783 

Sun  Banks  of  Florida 

3.2 

Richard  F  Livingston 

79 

81 

55 

34 

1 

Finance 

784 

Deposit  Guaranty 

1.2 

31  RussM  Johnson 

79 

81* 

66 

42 

6 

Finance 

785 

American  B  &  T  Pa 

1.5 

Ben  T  Craig 

72 

80 

42 

2 

2 

Finance 

786 

First  Natl  Charter 

1.5 

Barret  S  Heddens  Jr 

78 

80 

50 

23 

6 

Finance 

787 

No  States  Bancorp 

1.7 

Benjamin  H  Paddock  III 

71 

80 

47 

9 

2 

Administration 

788 

Banco  Popular  P  R 

2.1 

Rafael  Carrion  Jr 

68 

80 

60 

42 

18 

Finance 

789 

Union  Trust  Bancorp 

1.5 

J  Stevenson  Peck 

79 

79 

52 

27 

3 

Administration 

790 

Liberty  Natl  Corp 

0.7 

J  W  McLean 

78 

78 

53 

7 

7 

Finance 

791 

First  Commercial  Bnk 

2.4 

Victor  J  Riley  Jr 

71 

77 

43 

11 

1 

Finance 

792 

First  Oklahoma  Bncp 

1.1 

Charles  A  Vose 

72 

76 

74 

54 

16 

Finance 

793 

Montana  Power 

1.5 

"George  W  O'Connor 

54 

76 

65 

18 

2 

Administration 

794 

Idaho  Power 

1.4 

Albert  Carlsen 

75 

75 

64 

8 

4 

Administration 

795 

Amer  Beef  Packers 

3.1 

Frank  R  West 

75 

75 

56 

9 

9 

Founder 

796 

Mercantile  National 

0.7 

Lewis  F  Lyne 

65* 

74» 

54 

22 

1 

Finance 

797 

Arden-Mayfair 

7.1 

Charles  Mathewson 

73 

73 

47 

5 

2 

Finance 

798 

Commerce  Bancshares 

2.4 

James  M  Kemper  Jr 

70 

72 

53 

28 

8 

Finance 

799 

Houston  Ltg  &  Power 

6.4 

John  G  Reese 

69 

71 

65 

47 

1 

Finance 

800 

First  Tulsa  Bancorp 

0.9 

John  L  Robertson 

67 

71 

55 

22 

1 

Finance 

801 

Houston  Oil  &  Min 

0.1 

J  C  Walter  Jr 

62 

71 

47 

11 

11 

Technical 

802 

United  Bank  Corp  N  Y 

1.7 

Peter  D  Kiernan 

70 

70 

51 

1 

1 

Administration 

803 

Electronic  Data  Systems 

3.5 

H  Ross  Perot 

68 

68 

44 

12 

12 

Founder 

804 

Flagship  Banks  Inc 

2.8 

"C  Howard  McNulty 

68 

68 

40 

1 

1 

Banking 

805 

Merchants  National 

1.3 

Otto  N  Frenzel  III 

67 

67 

44 

18 

2 

Finance 

806 

Atlantic  Bancorp 

2.9 

Edward  W  Lane  Jr 

66 

66 

64 

14 

14 

Legal 

807 

Standard  Brands  Paint 

2.1 

John  DeGregory 

65 

65 

61 

35 

4 

Sales 

808 

Union  Planters  Corp 

1.9 

William  M  Matthews  Jr 

63 

63 

43 

1 

1 

Banking 

809 

Union  Natl  Bank  Pitt 

1.6 

Richard  D  Edwards 

59 

63 

56 

17 

2 

Administration 

810 

Atlantic  City  Elec 

1.8 

John  D  Feehan 

63 

63 

45 

22 

2 

Technical 

811 

Sedco 

6.5 

B  Gill  Clements 

55 

61 

33 

6 

2 

Finance 

812 

Overseas  Shipholding 

1.5 

Morton  P  Hyman 

60 

60 

39 

5 

3 

Legal 

813 

Fort  Howard  Paper 

2.6 

Paul  J  Schierl 

55 

59 

40 

11 

1 

Legal 

814 

Crown  Cork  &  Seal 

16.3 

John  F  Connelly 

58 

58 

70 

19 

18 

Sales 

815 

Southland  Royalty 

0.1 

1  Jon  Bromley 

52 

57 

36 

8 

1 

Administration 

816 

Florida  Natl  Banks 

2.3 

Chauncey  W  Lever 

56 

56 

49 

10 

3 

Administration 

817 

Mountain  Fuel  Supply 

1.8 

Bernard  Z  Kastler 

54 

56 

54 

23 

1 

Legal 

818 

Baystate 

3.8 

William  M  Crozier  Jr 

50 

55 

42 

11 

1 

Finance 

819 

Belco  Petroleum 

1.4 

Arthur  B  Belfer 

53 

53 

68 

22 

22 

Founder 

820 

So  Calif  First  Natl 

2.3 

Richard  T  Silberman 

53 

53 

46 

7 

1 

Finance 

821 

Suburban  Bancorp 

1.5 

Robert  T  Tardio 

51 

51 

46 

1 

1 

Finance 

822 

Amer  Scty  &  Trust 

1.2 

Robert  C  Baker 

51 

51 

72 

28 

1 

Finance 

823 

Northwestern  Finl 

2.9 

Edwin  Duncan  Jr 

49 

49 

47 

18 

1 

Finance 

824 

Vetco  Offshore  Inds 

2.0 

Fritz  R  Huntsinger 

47 

47 

40 

14 

2 

Marketing 

825 

Penn  Central 

78.8 

Archibald  D  Johnson 

25 

25 

76 

4 

4 

Finance 

826 

First  Financial  Corp 

1.7 

Chester  H  Ferguson 

2t 

2t 

66 

3 

3 

Legal 

- 

General  American  Oil 

1.5 

Algur  H  Meadows 

NA 

NA 

76 

38 

38 

Founder 

- 

Skyline 

4.0 

Arthur  J  Decio 

NA 

NA 

44 

22 

19 

Administration 

- 

United  Brands 

50.0 

"Eli  M  Black 

- 

- 

54 

21 

21 

Finance 

t  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 
•  For  1973. 

t  Director's  fees  only;  excludes  fees  paid  to  law  firm  of  which  Mr.  Ferguson  is  a  partner. 
NA— Less  than  $40,000;  exact  amount  not  available. 


31)  Succeeded  by  J.  Herman  Hines,  1/1/75. 

32)  Succeeded  by  Joseph  McElwain,  3/1/75. 

33)  Succeeded  by  Philip  F.  Searle,  3/23/75. 

34)  Deceased,  successor  not  yet  named.  Remuneration  data  not  available 
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The  Funds 


Is  The  Ride  Over? 


Has  the  era  of  money  market  funds 
come  and  gone?  The  pioneering  Re- 
serve Fund  was  formed  in  1971,  but 
most  of  these  funds  are  scarcely  a 
year  old.  They  were  lusty  infants. 
There  are  already  34  funds  in  being 
or  registration  and  more  are  on  the 
drawing  board.  Their  assets  total  more 
than  $3  billion— up  from  a  few  million 
in  two  years  or  so.  They  have  been 
garnering  nearly  70%  of  the  sales  of 
all  the  433  mutual  funds  that  are 
members  of  the  Investment  Company 
Institute. 

Money  market  funds  became  giants 
overnight  when  tight  money  and  high 
short-term  rates  created  yields  of  11% 
and  12%.  Now  that  short-term  rates 
are  roughly  half  as  high,  the  money 
market  funds  are  shaking  in  their 
boots.  Two  of  the  biggest,  Dreyfus 
Liquid  Assets  (assets:  $957  million), 
and  Fidelity  Daily  Income  Trust  (as- 
sets: $802  million),  have  been  report- 
ing net  redemptions  during  the  past 
few  weeks. 


Little  wonder.  Funds  that  returned 
9%  and  more  to  investors  last  year- 
after  management  fees— now  yield  only 
5.5%  to  7.5%.  Current  yields  are  not 
much,  if  any,  better  than  the  more  fa- 
miliar and  accessible  savings  banks 
offer.  "They  really  aren't  competitive 
with  the  savings  banks  anymore,"  says 
Richard  A.  Ollen,  president  of  the 
Massachusetts  Co.,  a  distributor  of 
five  mutual  funds,  including  the  Massa- 
chusetts Fund.  "We've  been  consid- 
ering starting  one  of  our  own,  but 
we're  not  convinced  yet  that  they  are 
a  proper  vehicle  for  the  long-term 
individual  investor." 

Well  Be  Around 

But  money  market  managers  insist 
that  they  aren't  dead,  or  doomed. 
"We're  going  to  be  around  for  a  long 
time,"  says  William  Berkowitz,  presi- 
dent of  Dreyfus  Liquid  Assets.  "Sure, 
sales  are  leveling  off,  redemptions  are 
up.  But  because  of  the  way  we  are 
built,  we  matured  much  faster  than 
conventional  equity  mutual  funds. 
They  grew  up  with  the  stock  market 
from  the  late  1940s  on.  We  are  tied 


to  the  money  market  cycle." 

The  disaffection  with  money  mar- 
ket funds  has  not  yet  turned  into  a 
rout— at  least  for  now.  Most  funds 
claim  they  are  holding  their  own,  es- 
pecially with  the  small  (at  least 
$1,000)  investor.  They  say  most  re- 
demptions have  come  from  brokers, 
investment  advisers  and  bank  trust  de- 
partments, which  used  the  funds  as  a 
parking  place  for  their  cash  when 
short-term  rates  were  high. 

It  goes  without  saying  that  the 
future  depends  heavily  on  what  hap- 
pens to  interest  rates.  If  short-term 
interest  rates  reverse  themselves  and 
start  climbing  again,  investors  may 
again  pull  out  of  stocks  and  savings 
banks  and  troop  to  the  money  market 
funds  as  a  means  of  cashing  in  on  the 
high  yields.  If  short-term  interest  rates 
stay  low,  investors  will  have  little  in- 
centive to  pay  a  management  charge 
to  invest  money  that  can  be  more 
profitably  employed  in  an  ordinary 
savings  account. 

But  if,  as  is  quite  likely,  interest 
rates  continue  on  a  cyclical  seesaw 
for  many  years  to  come,  then  the  mon- 
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If  these  six  people  don't  impress  you, 
maybe  the  companies  who  hired  them  will. 


r: 


These  people  aren't  actors.  They 
are  real  people  doing  real  jobs  for 
real  companies. 

Take  Joseph  Minikovsky,  for 
example  (top  left),  an  electronic 
maintenance  engineer.  He  has 
learned  to  use  one  hand  the  way 
most  people  in  his  field  have  to  use 
two.  As  quickly,  as  efficiently,  as 
accurately.  He's  a  cracker  jack 
technician  and  the  National  Broad- 
casting Company  knows  it.  Yes,  he 
works  for  NBC. 

Robert  Thompson  (top  center) 
is  a  mechanical  engineer.  At  Syska 
&  Hennessy  in  New  York. 

Frank  Gaal  (top  right),  a  ma- 
chine operator  for  Con  Edison. 

James  Withers  (bottom  left), 
an  administrative  assistant  with 


Control  Data  Corporation. 

Mildred  Hudson  (bottom  cen- 
ter), a  coding  and  terminations 
clerk  for  Standard  Security  Life 
Insurance. 

And  Thomas  Clancy  (bottom 
right)  is  one  of  the  best  computer 
programmers  New  York  Univer- 
sity ever  had. 

They're  all  working.  At  jobs 
they  enjoy.  For  companies  who  are 
very  grateful  to  have  them. 

You  see,  despite  their  obvious 
disabilities,  these  people  are 
skilled,  hard-working  men  and 
women.  And  traits  like  that  are 
hard  to  come  by  these  days.  (Ms. 
Hudson's  supervisor  told  us  she 
was  one  of  only  three  people  in 
their  company  who  made  it  to  work 


during  a  heavy  snowstorm.) 

It  takes  a  lot  of  determination 
and  many  months  of  rehabilita- 
tion to  get  where  these  people  are. 

But  it  takes  very  little  more 
than  a  letter  to  find  people  like 
them  and  hire  them. 

The  Director  of  Vocational  Re- 
habilitation in  your  state  has  a  file 
of  skilled,  trained,  rehabilitated 
people  in  every  field.  Ready,  will- 
ing and  able  to  work. 

Write  to  him,  next  time  you 
have  an  opening.  His  office  is  in 
your  state  capital. 

And  join  the  impressive  ranks 
of  Con  Edison.  And  NBC.  And 
Syska  &  Hennessy.  And  Control 
Data.  And  Standard  Security  Life. 
And  NYU. 


Write  the  Director  of  Vocational  Rehabilitation  in  your  State  Capital. 


W  The  U.S.  Department  of  Health,  Education,  and  Welfare. 


A  Public  Service  of  This  Magazine  &  The  Advertising  Council 


he  Funds 


\y  market  funds  will  almost  certainly 
jrvive,  waning  and  waxing  with  in- 
vest rates. 

Come  what  may,  sophisticated  in- 
estors  are  already  realizing  that  the 
loney  funds  will  not  wax  and  wane 
1  unison.  They  go  to  the  same 
hurch,  but  sit  in  different  pews. 

For  example,  Scudder  Managed 
ieserves  has  35%  of  its  assets  in  com- 
lercial  paper,  which  earns  a  better 
stum  than  bank  certificates  of  de- 
posit but  is  usually  considered  more 
isky.  About  50%  of  the  fund  is  in  CDs 
pread  among  banks  across  the  coun- 
ry.  Dreyfus,  on  the  other  hand,  is 
bout  55%  in  CDs-and  that  largely 
a  CDs  of  the  eight  biggest  U.S. 
•anks.  Dreyfus  feels  that  the  money 
enter  banks  will  always  give  them 
nstant  liquidity  (investors  can  call 
unds  within  24  hours),  but  Scudder 
eels  there  is  inherently  more  security 
o  be  found  in  diversity. 

tisk  vs.  Yield 

The  Reserve  Fund  (assets:  $503 
nillion)  is  heavily  invested  in  bank 
etters  of  credit.  These  bring  a  slight- 
y  higher  yield  than  CDs,  and  their 
naturity  lengths  tend  to  be  shorter. 
Reserve  buys  them  from  a  widespread 
(roup  of  banks  ranging  from  Manu- 
acturers  National  in  Detroit  to  Banco 
>edito  in  Puerto  Rico  and  the  Seattle 
rirst  National  Bank.  "We  steer  clear 
»f  commercial  paper,"  says  Bruce  R. 
tent,  vice  president  and  treasurer. 
'We  feel  that  it's  unregulated  paper 
hat's  not  looked  over  by  any  agency." 
■b  the  other  hand,  other  fund  man- 
lgers  say  that  letters  of  credit  could 
?arry  some  risks,  too.  They  are  is- 
>ued  by  corporations  and  depend  upon 
i  bank's  guarantee  to  come  up  with 
.he  funds  if  they  can't  be  refinanced 
it  the  maturity  date. 

The  Money  Market  Management 
:'und,  which  was  about  $3  million  in 
issets  when  Forbes  looked  at  it  on 
Feb.  15,  1974  and  has  since  grown  to 
$394  million,  relies  on  bank  CDs  only. 
'We  stick  to  the  top  50  banks  and 
then  take  a  close  look  at  their  loan 
hposit  ratios,  whether  they  are  too 
heavy  in  real  estate  investment  trusts, 

reign  exchange,  other  risky  areas.  So 
far  only  33  of  the  top  50  have  made 
our  list,"  says  President  Glen  Johnson. 

When  you  get  right  down  to  it, 
i  iost  money  market  mutual  funds  are 
•.imply  middlemen  between  banks  and 
prospective  depositors.  If  the  banks 
(need  money  badly  and  can  pay  for  it, 
jthen  the  money  market  funds  will  do 
a  ell.    At   other   times,   they   won't.   ■ 
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"Savor  it  in  sips... 

it  provides  brighteners 

for  many  a  day." 

R.  H.  Herzog 
President,  3M  Company 
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Practical  tactics 
for  investors  tired  of  sitting 

on  the  sidelines. 


Investments 
for  a  Changing 

Economy 


May  1975 


3  techniques  to  trim  your  tax  bite. 

Municipal  bonds,  for  investors 
who  want  high-yield,  tax-free  income. 
Keogh  Retirement  Plans,  for  self-em- 
ployed people  to  shelter  15%  of  gross 
income  (up  to  $7,500)  a  year.  Two-way 
exchanges,  for  investors  who  need  a 
tax  loss  —  or  gain  —  this  year. 

Investments  for  a  bull  market. 

A  top  professional  makes  sense 
of  the  topsy-turvy  economic  forces  at 
work  today.  Strategies  investors  and 
speculators  can  use  against  inflation. 

Uncommon  values  in  stocks. 

6  companies  for  high  yields  now. 
Plus  6  blue  chips  we  think  are  particu- 
larly good  long  term. 

Opportunities  in  Treasury  notes 
and  bonds. 

How  to  get  from  6%  to  more 
than  8%  on  your  money  —  government 
guaranteed. 

Plus  a  close  look  at  money  mar- 
ket instruments,  corporate  bonds,  cur- 
rent economic  climate,  and  more.  Mail 
for  free  copy. 


Mail  today  for  free  report!  "Investments  For  a  Changing  Economy" 

Mail  to:  Merrill  Lynch  Service  Center,  Box  700,  Nevada,  Iowa  50201 


Just  published! 

16-page  May  edition  maps  out 

what's  going  on.  Suggests  what  to  do. 

And  what  not  to  do. 


Name. 


Yes,  please  send  your  latest  report.  I  need  facts, 
not  theories,  to  cope  with  today's  changing  economy. 

Home  Phone 


FOR515 


Address. 
City 


.Business  Phone. 


.State. 


.Zip. 


Merrill  Lynch  customers,  please  give  name  and  office  address  of  Account  Executive: 


■  \^m  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc.  = 
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64    1%5      1966      1967 

Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of   Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


1968   1969   1970   1971   1972   1973   1974 


1975 


JUNE  125.1 

JULY  126.0 

AUG 126.1 

SEPT.  124.4 

OCT 122.7 

NOV 119.2 

DEC 115.7 

JAN.  113.6 

FEB.  112.6 

MAR.  (Prel.)      111.1 


Census  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services'  (U.S.  Deot.  of  Labor 


Market  Comment 


A  Flight  From  Cash 


By  L  O.  Hooper 


You  have  to  go  back  to  the  spring  of 
1933  to  find  a  market  much  like  the 
one  we  have  been  experiencing  in 
this  46%  rise  in  prices  since  last  De- 
cember. The  early  1933  stock  mar- 
ket, which  went  up  over  100%  in  4M 
months  following  the  bank  holiday, 
resulted  from  a  highly  unusual  quest 
for  liquidity.  This  1975  rise  has  been 
caused  by  a  flight  from  cash. 

During^  the  late  1974  quest  for 
liquidity,  v-the  market  anticipated  de- 
pression and  deflation.  It  was  assumed 
that  cash,  or  cash  equivalents  such 
as  certificates  of  deposit,  short-term 
governments,  bankers'  acceptances 
and  commercial  paper,  which  pro- 
vided fantastic  yields,  was  more  de- 
sirable than  anything  else.  Much  as 
in  1931  and  in  1932-but  for  slight- 
ly different  reasons— everyone  was 
scared.  The  quest  for  liquidity  in  the 
second  half  of  1974  was  just  as  badly 
overdone  as  was  the  quest  for 
"emerging    new    growth    companies" 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


'in   the   late    1960s   and   early    1970s. 

When  everyone  moves  in  the  same 
direction  in  the  financial  markets  it  is 
psychologically  difficult  to  go  against 
the  crowd;  but  it  is  usually  profitable. 
The  mob  was  wrong  in  the  new-is- 
sue craze,  and  it  was  just  as  wrong 
in  the  late  1974  liquidity  craze. 

It  is  now  clearly  evident  to  any 
fair-minded  person  that  the  welfare 
state  is  not  about  to  be  liquidated, 
and  that  a  deep  depression  like  that 
of  the  1930s  is  most  improbable.  It 
should  be  equally  clear  that  you  can't 
have  a  welfare  state  without  having 
ever-growing  transfer  payments,  and 
that  transfer  payments  increase  the 
public's  buying  power  without  adding 
much  to  the  supply  of  goods  and  ser- 
vices. So  the  law  of  supply  and  de- 
mand goes  to  work,  and  prices  rise. 

We  must  have  more  inflation  rather 
than  deflation,  even  though  at  the 
moment  there  is  a  very  mild  defla- 
tion. Prices  of  goods  and  services  are 
going  down  a  little,  but  that  won't 
last  long.  It's  a  contratrend  economic 


service  price  index  related  to  the  consumer 
price  index ) 

Income 

•  How  much  are  workers  earning?  (Dept  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  clair 


development  for  inflation  to  ease  from 
12%  to  around  7%.  The  main  trend  is 
toward  a  faster  pace  of  inflation. 

True  to  form,  the  stock  market  has 
begun  to  recognize  all  this.  It  senses, 
way  ahead  of  the  public,  that  in  the 
long  run  property  (things)  is  more 
desirable  than  cold  cash,  which  tends 
slowly  to  depreciate  in  buying  power. 
Most  people,  of  course,  don't  reason 
quite  as  sharply  as  this.  They  go 
along  with  the  crowd;  at  first  re- 
luctantly, and  eventually  with  greater 
enthusiasm. 

If  it  were  possible  to  do  so  with 
any  degree  of  mathematical  accuracy, 
it  would  be  helpful  to  determine  what 
percentage  of  the  rise  in  stock  prices 
since  last  December  is  1)  a  mere  cor- 
rection   of    excessive    undervaluation, 

2)  the  result  of  the  flight  from  cash, 

3)  a  discounting  of  an  expectation  of 
better    business    and    earnings,    and 

4)  a  preparation  for  more  inflation. 
Just  as  a  matter  of  opinion,  I  would 
guess  that  90%  of  the  rise  to  date 
stems  from  a  correction  of  the  bearish 
excesses  of  undervaluation  and  the 
transfer  of  funds  from  high-yielding 
money  instruments  to  equities. 

Buy  U.S. 

For  the  past  month  or  so,  however, 
there  has  been  a  new  and  different 
bullish  factor;  again,  probably  more 
related  to  a  flight  from  cash  than 
anything  else.  There  has  been  a 
marked  increase  in  overseas  buying  of 
American    common    stocks,    most    of 
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DIVISIONS:  U  S  INDUSTRIAL  CHEMICALS  CO 
NATIONAL  DISTILLERS  PRODUCTS  CO 
BRIDGEPORT  BRASS  CO 
ALMAOEN  VINEYARDS.  INC 
TEXTILE 
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QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  30C  per  share 
on  the  outstanding  Common  Stock, 
payable  on  June  2,  1975  to  stock- 
holders of  record  on  May  12,  1975 
The  transfer  books  will  not  close. 

April  24,  1975 

RAMSEY    E.  JOSLIN, 
Vice  President-Financial 


C  Money 
Grows 
Faster 
in  Mexico 

For  information  on  Mexican 
bank  deposits  offering  high 
interest  rates  with  complete 
security,  please  write: 

Eugene  F.  Latham 
Mexletter  Investment  Counsel 
Hamburgo  159 
Mexico  6,  D.F.,  Mexico 


which  has  been  arranged  through  the 
banks.  The  reasoning  here  seems  to 
be  that  American  common  stocks  are 
fundamentally  cheaper,  even  now, 
than  Japanese,  German,  British, 
French  and  Italian  shares;  that 
American  shares  can  be  bought  with 
dollars  which  are  plentiful  abroad  but 
probably  fundamentally  cheaper  than 
any  other  currency,  and  that  cash  can 
be  transferred  into  physical  assets  in 
this  country  to  better  advantage,  than* 
anywhere  else.  As  everyone  knows, 
the  Arabs  have  had  a  tremendous 
dollar  inflow  from  high  oil  prices;  and 
the  dollar  surplus  all  over  Europe  has 
been  rising  for  years,  long  before  the 
Arabs  raised  oil  prices. 

To  apply  this  reasoning  to  some 
specific  securities:  U.S.  Steel  (64) 
has  a  book  value  of  about  $82.  It  is 
common  knowledge,  however,  that 
this  is  a  highly  conservative  figure, 
even  on  the  basis  of  the  costs  at  which 
the  company's  assets  were  acquired 
and  improved.  If  you  started  out  to 
build  a  new  company  exactly  like 
U.S.  Steel,  at  today's  inflated  prices 
it  would  cost  several  times  the  stock's 
present  book  value.  In  other  words, 
U.S.  Steel  common  stock  is  a  bargain 
in  assets,  in  material  things. 

The  same  type  of  reasoning  applies 
to  such  stocks  as  General  Motors, 
Ford  Motor,  du  Pont,  Freeport  Min- 
erals, Union  Carbide,  Kennecott, 
Newmont  Mining  and  a  host  of  other 
large  as  well  as  much  smaller  com- 
panies. The  overseas  experts  in  Ameri- 
can securities  are  well  informed  about 
all  this.  If  you  don't  believe  it,  take  a 
trip  to  Europe  and  talk  to  them.  I  do 
that  every  now  and  then,  and  I  am 
always  impressed  by  the  investment 
intelligence  I  find. 

I  am  convinced  that  this  foreign 
buying  of  American  shares  is  the 
frosting  on  the  cake  so  far  as  this 
first  leg  of  the  new  bull  market  is 
concerned.  It  is  their  buying  of  con- 
ventional stocks  (they  are  not  as  in- 
terested in  glamours  as  are  some  of 
our  institutions)  that  has  permitted 
the  market  to  act  so  well  in  the  800- 
plus  area  in  the  Dow.  And  that  800- 
plus  area  in  the  Dow,  we  should  re- 
member, simply  takes  values  back  to 
where  they  were  in  the  first  seven 
months  of  1974. 

One  of  the  things  that  always  an- 
noys me  is  the  average  reader's  re- 
sponse to  what  I  write.  Nine  times 
out  of  ten,  the  reader  will  remark, 
"He's  bullish"  or  "He's  bearish."  What 
I  try  to  do  is  to  present  explanations 
and  theories  and  let  the  reader  de- 
velop his  own  bullish,  bearish  or  neu- 
tral conclusions.  Not  every  column  is 
bullish,  especially  in  its  near-term  (a 
few  weeks  or  a  few  months)  implica- 
tions. To  be  specific  now,  I  am  bullish 


so  far  as  the  long  pull  is  concerned, 
and  unbearish  rather  than  bullish 
about  the  shorter  term. 

After  so  large  a  rise  in  so  short  a 
time,  consolidation  of  the  advance  is 
in  order;  in  some  stocks,  perhaps  a 
pullback  of  10%  or  so.  It  is  important, 
however,  to  recognize  that,  in  many 
respects,  this  recent  large  advance 
has  been  different  from  other  similar 
advances.  This  one  has  been  based  on 
buying  with  cash  rather  than  buying 
on  margin.  It  has  been  almost  as 
much  of  a  snapback  from  absurd  un- 
dervaluation as  an  early  discounting 
of  things  to  come. 

A  Mild  Consolidation 

The  atmosphere  has  changed  from 
anticipation  of  deflation  and  depres- 
sion to  at  least  partial  realization  of 
the  implications  of  a  welfare  state, 
most  of  which  can  neither  be  changed 
nor  repealed.  It  is  being  helped  along 
by  delayed  overseas  buying.  It  has 
been  a  flight  from  cash.  There  has 
been  none  of  that  old  pie-in-the-sky 
stuff  associated  with  new  stock  is- 
sues. Most  of  the  people  who  have 
been  buying  are  not  in-and-out,  small- 
time speculators  but  experienced  in- 
vestors who  act  slowly  and  do  not 
scare  easily.  All  this  makes  me  con- 
clude that  the  consolidation  ahead 
will  be  mild  rather  than  drastic. 

The  recovery  in  the  economy 
should  be  much  more  evident  from 
here  out,  partly  because  of  the  tax 
refunds  and  the  extra  dividend  of 
$50  per  person  shortly  coming  to  so- 
cial security  beneficiaries.  It  probably 
will  be  more  pronounced  in  the  con- 
sumer area  than  elsewhere.  There  has 
been  a  tremendous  liquidation  of  in- 
ventories, probably  a  much  bigger 
liquidation  than  the  statistics  indicate. 
This  promises  to  be  a  much  better 
summer  for  the  domestic  vacation 
business,  since  fewer  people  will  go 
abroad  and  fewer  vacationists  will 
worry  about  the  available  supply  of 
gasoline. 

It  is  definitely  my  opinion  that  the 
recovery  in  residential  building  will 
be  slower  than  most  people  expeet.  • 
The  inventory  of  unsold  houses  and 
especially  condominiums  is  Luge, 
and  there  is  hardly  reason  to  axpi 
much  building  of  office  space,  which 
is  overplentiful  in  practically  every 
city.  The  only  good  aspect  is  that 
mortgage  money  will  be  more  plenti- 
ful and  probably  a  shade  cheaper, 
The  public  has  become  more  thrifty, 
as  indicated  by  a  much  higher  rate 
of  personal  savings  through  laving! 
banks,  commercial  hanks  and  savings 
&  loan  companies. 

All  in  all,  this  is  not  a  comfortable 
time  for  the  cult  of  disaster.  Even  the 
price  of  gold  is  coming  down.  ■ 
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After  having  run  very  fast  and  hav- 
ing come  a  long  distance,  even  a 
strong,  young  bull  has  to  take  a 
breather  once  in  a  while.  Our  bull 
market  has  come  a  long  way  indeed, 
some  40%,  and  it  has  done  so  in  a 
remarkably  short  period  of  time— just 
four  months,  if  one  uses  DJI  bear- 
market  lows  of  last  December;  or  six 
months,  if  one  takes  the  broadly 
based  S&P  500. 

Granted,  the  market  started  from 
a  very  depressed  base;  that  made  it 
easier,  of  course,  to  score  high  per- 
centage gains.  Some  stocks,  Tropicana 
for  instance,  already  had  more  than 
doubled  by  year-end.  But  what  is  so 
remarkable,  and  what  has  puzzled  and 
inhibited  so  many  individuals  as  well 
as  professional  investors,  is  that  this 
tremendous  advance  took  place  de- 
spite a  constant  flow  of  the  worst 
news  imaginable. 

From  a  technician's  viewpoint,  how- 
ever, the  hurdles  that  had  to  be  over- 
come were  not  nearly  as  great  as  they 
seemed  to  those  who  think  that  it  is 
current  events  which  exert  the  domi- 
nating influence  on  the  market.  That 
just  isn't  so.  As  I  have  pointed  out 
numerous  times  in  previous  columns, 
the  stock  market  has  a  way  of  fol- 
lowing its  own  course.  It  is  the  com- 
mentators who  always  have  to  find  a 
reason,  feeling  compelled  to  interpret 
the  day's  news  to  explain  why  prices 
are  moving  up  or  down. 

In  a  most  valuable  study,  Anthony 
W.  Tabell  (of  Delafield,  Harvey,  Ta- 
bell  in  Princeton,  N.J. )  provides  a  con- 
vincing explanation  of  why  the  stock 
market  was  able  to  move  up  so  far 
so  fast.  Tony— I  have  the  greatest  re- 
spect for  his  ability  as  a  technical 
stock  market  analyst— points  out  that 
the  market  encountered  comparative- 
ly little  resistance  on  the  upside,  par- 
ticularly in  the  680-to-780  range  of 
the  industrial  average,  because  there 
were  only  24  days  during  the  1973-74 
bear  market  on  which  the  Dow  trad- 
ed in  that  area,  and  less  than  300 
million  shares  changed  hands  within 
that  price  range. 

By  contrast,  however,  as  Tony  Ta- 
bell's  study  shows,  the  resistance  to  be 
overcome  in  the  800-to-860  range  will 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 
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Time  for  a  Pause 

By  Heinz  H.  Biel 


be  far  greater.  There  were  as  many 
as  123  trading  days  on  which  the 
Dow  closed  within  that  range,  and 
the  total  volume  for  those  trading  days 
was  a  staggering  1.7  billion(!)  shares. 
The  heaviest  trading  was  between 
850  and  860,  where  almost  a  half- 
billion  shares  changed  hands  during 
33  trading  days. 

Even  if  one  is  a  skeptic  as  far  as 
technical  stock  market  analysis  is  con- 
cerned, it  is  important  just  to  keep 
the  figures  in  the  back  of  one's  mind. 
Right  now  the  Dow  is  within  that 
800-to-860  range.  Seen  in  this  per- 
spective, the  hurdles  ahead  loom  rath- 
er formidable,  and  anyone  who  be- 
lieves that  the  stock  market  can  dup- 
licate the  40%  gain  of  the  past  six 
months  in  a  similar  span  of  time  this 
year  suffers  from  an  acute  case  of 
overoptimism.  It  will  take  much, 
much  longer. 

Cheap  Money 

The  monetary  source  of  this  bull 
market  was,  of  course,  cheap  money, 
courtesy  of  the  Federal  Reserve  and 
abetted  by  the  slump  in  business. 
However,  it  is  one  thing  to  drive  down 
short-term  money  rates.  It  is  far  more 
difficult,  if  not  almost  impossible,  to 
.control  long-term  interest  rates.  In  re- 
cent weeks  the  spread  between  short- 
and  long-term  interest  rates  has  wid- 
ened gready.  Three-month  Treasury 
bills  pay  about  5/2%,  but  a  15-year 
Treasury  bond  yields  over  8.3%.  I  wish 
one  could  force  some  members  of 
Congress  to  go  back  to  school  and 
take  a  course  in  basic  economics.  One 
cannot  legislate,  at  least  not  in  a  so- 
called  free  economy,  at  what  price 
people  should  lend  money— to  govern- 
ment, to  business  or  on  home  mort- 
gages. And  if  you  wreck  your  credit 
by  running  irresponsible  deficits,  there 
will  come  the  inevitable  day  of  reck- 
oning. Just  ask  Mayor  Beame  of  New 
York  City.  So  far  we  have  only  seen 
the  beginning  of  what  the  financing 
of  the  mammoth  federal  deficits  will 
do  to  the  bond  market. 

Equally  astounding  is  the  widen- 
ing spread  in  yields  between  high- 
grade  and  upper-medium-grade  cor- 
porate bonds.  General  Motors,  with 
its  triple-A  rating,  was  able  a  short 
while   ago   to   sell   ten-year  notes   at 


8.05%  and  long-term  bonds  at  8.6%. 
Philadelphia  Electric,  once  prime  but 
now  reduced  to  single-A  status,  could 
sell  its  25-year  bonds  only  for  a  lofty 
11.5%.  And  when  the  rating  falls  be- 
low A,  the  poor  utilities,  which  are 
in  such  desperate  need  of  long-term 
capital,  will  have  to  pay  13%  and 
more.  This  is  not  healthy,  but  it  is  the 
dictate  of  the  marketplace. 

While  pension  funds  and  the  like 
can,  and  maybe  should,  invest  in 
long-term  bonds  and  mortgages,  the 
individual  investor  had  better  stick  to 
short-term  obligations.  I  know  it  in- 
volves a  sacrifice  in  yield,  but  this  is 
better  than  suffering  a  capital  loss,  if, 
as  I  expect,  interest  rates  go  even 
higher  with  bond  prices  coming  down 
correspondingly. 

Earnings  Reports 

This  is  the  time  when  we  are  be- 
ing flooded  with  first-quarter  earn- 
ings reports.  It  is  impossible  fully  to 
digest  them  when  they  come  in  en 
masse.  It  can  be  quite  misleading  just 
to  compare  this  year's  first  quarter 
with  the  corresponding  period  a  year 
ago.  Unless  you  are  very  familiar  with 
a  situation  or  have  a  superb  memory, 
there  is  a  danger  of  deluding  your- 
self when  you  see  that  a  company  has 
greatly  increased  its  profits. 

Take  Republic  Steel,  for  example, 
which  reported  $2.08  a  share  for  the 
three  months  ended  March  1975,  up 
from  $1.38  a  share  a  year  ago.  Splen- 
did performance,  you  may  think. 
What  you  don't  see  is  that  this  is  the 
second  consecutive  decline  in  both 
sales  and  earnings,  and  that  the  first 
quarter  of  last  year  was  distorted  by 
price  controls  still  in  effect.  I  relate 
this  as  a  warning  to  investors  against 
drawing  premature  and  superficial 
conclusions. 

I  have  to  assume  that  readers  of 
this  column  who  pay  any  attention  to 
its  content  have  more  or  less  com- 
pleted their  reinvestment  programs.  I 
would  go  easy  from  here  on,  partly 
because  I  think  the  market  may  be 
ready  for  a  breather  (as  discussed 
above)  and  partly  because  I'd  like 
to  see  some  more  evidence  that  the 
recession  is  really  bottoming  out  in- 
stead of  just  "the  business  decline  los- 
ing momentum,"  as  Business  Week 
puts  it. 

There  are  some  very  tempting  prof- 
its to  be  taken  and,  where  the  result- 
ing capital  gain  can  be  applied 
against  a  loss  carried  over  from  last 
year,  I  could  be  persuaded  to  yield 
to  temptation.  This  does  not  imply  a 
change  in  my  basically  bullish  stance, 
but  when  a  stock  begins  to  look  too 
rich  to  be  bought,  it  is  only  logical 
to  consider  that  it  may  be  a  poten- 
tial sale.  ■ 
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Technician's  Perspective 

Postmortem  for  a 
Power  Rally 

By  John  W.  Schulz 


Back  on  Mar.  18,  when  the  Dqw  hif 
an  intraday  high  of  796.63,  I  thought 
the  stock  market's  initial  recovery 
from  1974's  bear-market  lows  had 
gone  about  as  far  as  could  be  rea- 
sonably expected,  with  something  to 
spare.  Sure  enough,  the  Dow  prompt- 
ly dropped  to  an  intraday  low  of 
731.46  for  an  8%  reaction  that,  it 
seemed  to  me,  "quite  probably 
marked  a  first  slowdown  in  the  bull 
market's  momentum"  (Forbes,  Apr. 
15).  Luckily,  I  also  wrote  that  "this 
setback  did  not  necessarily  preclude 
a  further  advance  (above  Dow 
800)";  and,  sure  enough  again,  the 
Dow  staged  an  eight-day,  100-point 
rally  to  a  new  intraday  high  at  835.18 
on  Apr.  17,  only  to  fall  back  into  the 
high  700s  by  month-end. 

On  the  face  of  it,  this  performance 
showed  no  signs  of  decelerating  bull- 
market  momentum.  But,  below  the 
surface,  technical  analysts  could  ob- 
serve some  discordant  notes.  Item: 
While  daily  share  turnover  on  the 
New  York  Stock  Exchange  expanded 
as  prices  rose,  it  failed  to  match  the 
peak  volume  reached  on  the  way  to 
the  Mar.  18  high.  Item:  The  number 
of  NYSE  stocks  posting  daily  new 
1975  highs  failed  to  reach  the  March 
totals.  Item:  Strength  in  "breadth"  at 
no  time  approached  typical  buying- 
stampede  proportions,  and  gains  for 
the  bulk  of  the  stock  list  were  de- 
cidedly less  spectacular  than  for  the 
Dow.  As  a  result,  the  Value  Line's 
unweighted  composite  pries  index 
barely  managed  to  better  its  mid- 
March  high;  and  the  daily  advance- 
decline  line,  a  technician's  index  of 
majority  stock  price  behavior,  did  not 
make  a  new  high  at  all. 

So,  while  the  Dow  was  literally 
roaring  ahead,  there  ivas  evidence 
that  in  the  market  at  large  the  up- 
trend had  slowed  or  even  come  to  a 
halt.  Or  to  put  it  differently,  you  could 
argue  that  the  Dow  had  staged  a 
"false  breakout"  into  the  800s,  false 
in  the  sense  "that  it  was  not  properly 
confirmed  by  a  majority  of  stocks. 

It's  this  sort  of  unconfirmed  new 
DJI  high  that  has  often  foreshadowed 
intermediate-trend  reactions  in  past 
bull   markets.  Last  month's  case  may 
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prove  to  be  no  exception,  especially 
if  the  advance/decline  line  stubborn- 
ly keeps  refusing  to  confirm  new  DJI 
recovery  highs  such  as  the  ones  hit 
this  month.  If  so,  we  may  have  to  ex- 
pect a  retreat  toward  the  mid  or  low 
700s  of  the  Dow  sooner  or  later. 
(Conversely,  bull  markets  have  tend- 
ed to  survive  several  such  noncon- 
firmations  before  giving  up  altogeth- 
er. So  it  ought  to  be  premature  to 
write  off  this  bull  market,  although  I 
still  doubt  it  can  develop  the  sus- 
tained rate  of  climb  that  marked  th? 
long  uptrends  of  the  1949-68  period.) 

Capitulation  Rally 

Apart  from  the  quite  conventional 
technical  factors  cited  above,  the 
Dow's  100-point  rally  last  month  had 
some  peculiarly  fascinating  aspects. 
Before  it  materialized,  most  com- 
mentators and  investors  were  expect- 
ing a  sizable  reaction,  soberly  but  al- 
so hopefully,  as  a  second  chance  to 
get  aboard  the  bull  market.  After  the 
power  rally  got  going,  the  tunc 
changed  and  the  consensus  seemed 
to  be  that  it  doesn't  pay  to  play  the 
reactions  in  a  bull  market  Only  six 
months  old.  True  as  that  may  be,  it 
was  also  an  eas\  excuse  lor  main  in- 
vestors who  had  held  out  for  that 
second  buying  opportunity  to  sur- 
render to  the  bull  market.  Thus,  the 
power  rally  had  overtones  ol  a  capit- 
ulation phase,  and  capitulation 
phases— especially  those  that  fail  to 
carry  the  bulk  of  the  stock  list -can 
be  short-lived  and  treacherous. 

Much  ot  this  "surrender"  demand 
seemed  to  concentrate  with  special 
insistence  on  stocks  for  which  call 
options  are  traded  on  the  Chicago' 
Board  Options  Exchange  and  on  the 
American  Stock  Exchange.  Indeed, 
these    issues    often    appeared    to    lead 

1 1 ic  1  sustain  the  advance  (though,  as 

noted,  at  the  expense  of  the  majority 
stock  population)-  To  be  sure,  the  list 
of  such  stocks  includes  some  of  the 
Ingest  and  most  popular  issues, 
which  could  in  any  case  be  expected 
to  provide  leadership  for  the  real  ol 
the  pack.  But  buying  on  tins  gectoi 
last  month  was  so  conspicuously  ag 
gressive  that  sonic  observers  began  to 
suspect  it  was  causally  related  to  deal 
ings  in  the  options  themsel-,  es. 
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To  understand  this,  it's  necessary  to 
ealize  that  option  traders  often  are, 
n  effect,  short  sellers  on  balance.  For 
sxample,  a  trader  might  own  100 
hares  of  stock  and  sell  call  options 
>otentially  obligating  him  to  sell  200 
or  more)  shares  of  the  same  under- 
ying  stock.  If  the  stock's  price  ad- 
ances  toward  or  beyond  the  level 
vhere  this  obligation  becomes  real, 
his  trader  might  either  buy  enough 
>ptions  or  enough  additional  shares 
o  protect  his  gain  or  limit  his  loss. 
To  the  extent  that  he  buys  stock, 
his  sort  of  short-covering  demand 
pills  over  from  the  option  markets 
nto  the  stock  market. 

tunning  Out  Of  Fuel 

Just  such  a  spillover  may  have 
lelped  power  last  month's  capitula- 
ion  rally  in  the  Dow.  Apr.  28  was 
he  expiration  date  for  a  lot  of  call 
)ptions,  and  a  lot  of  them  seemed 
ikely  to  be  exercised  when  the  stock 
narket  refused  to  decline  in  early 
\pril.  So,  presumably,  many  traders 
vho  had  sold  more  options  than  they 
vere  long  of  the  underlying  shares 
yielded  to  the  urge  to  cover  their  po- 
ential  short  positions  by  buying  stock, 
[f  so,  last  month's  power  rally  was 
ilso  something  of  a  short-covering 
ally  that  would  run  out  of  fuel  from 
:his  source  when,  or  not  long  after, 
the  April  options  expired. 

I  know  this  is  a  crass  oversimplifica- 
:ion  of  what  can  go  on  in  the  option 
narket,  an  area  with  many  and  com- 
Diicated  ramifications.  But  I  think  it's 
air  to  say  that  the  option  market 
;an  often  hold  a  large  component  of 
*vhat  amounts  to  a  latent  short  inter- 
;st  in  the  underlying  stocks.  Just  how 
arge  this  potential  short  position  may 
be  at  any  given  time  is  not  known. 

There  are,  however,  official  statis- 
ics  for  the  total  of  all  option  con- 
Tacts  outstanding.  On  Apr.  4,  just 
efore  the  Dow's  power  rally  started, 
bis  "open  interest"  amounted  to 
ibout  668,000  contracts,  i.e.,  call  op- 
ions  on  some  66,800,000  shares  of 
mderlying  stock.  Almost  half  of  this 
ipparently  represented  options  that 
vould  expire  on  Apr.  28.  By  Apr.  18, 
he  day  after  the  rally  ended,  the 
>pen  interest  was  up  to  691,000  con- 
racts,  but  now  only  about  one-third 
was  in  Apr.  28  expirations. 

This  suggests  that,  in  those  two 
veeks,  option  holders  exercised  their 
ight  to  buy  nearly  10  million  shares 
)f  underlying  stock.  No  one  knows 
low  many  shares  had  to  be  bought 
jy  option  sellers  to  meet  this  obliga- 
ion,  but  any  significant  fraction  of  the 
otal,  plus  precautionary  short-cover- 
ng  purchases  by  other  option  sellers, 
x>uld  have  made  a  major  contribu- 
ion  to  last  month's  rally.  ■ 
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457th  Dividend 

PULLMAN 

INCORPORATED 

. . .  has  not  missed 

paying  a  regular 

quarterly  cash 

dividend  since  its 

founding  in  1867. 

*    *    * 

A  quarterly  dividend  of 
42V2  0  a  share  will  be 
paid  June  13,  1975,  to 
stockholders  of  record 
May  9,  1975. 

This  107-year  record  is 
unmatched  by  any  other 
industrial  firm  listed  on 
the  New  York  Stock  Ex- 
change. 

Roger  A.  Noback 
Secretary 


PULLMAN 

INCORPORATED 


200  South  Michigan  Avenue 
Chicago,  Illinois  60604 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 
Common  Stock  Dividend  No.  8 

A  regular  quarterly  dividend  of  41  V« 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Resources,  Inc.,  payable 
June  13,  1975  to  stockholders  of 
record  at  the  close  of  business  on 
May  30, 1975. 


RONALD  L  KUEHN,  JR. 
Secretary 


Dated:  April  25,  1975 
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Overseas  Commentary 

Greater  Risk, 
Greater  Rewards 

By  Walter  Oechsle 


Last  month  I  reiterated  my  strong 
belief  that  we  are  witnessing  the  very 
beginning  of  a  new  worldwide  bull 
market.  Little  has  happened  in  the 
meantime  to  change  my  opinion.  Nev- 
ertheless, I  have  also  repeatedly  voiced 
my  concern  that  an  early  resumption 
in  the  rate  of  inflation  might  abort 
the  whole  thing  long  before  anyone 
has  greatly  benefitted  from  it.  In  turn, 
as  I  have  also  pointed  out  in  the  past, 
this  has  made  me  somewhat  unhappy 
with  my  stock  selections.  In  most 
markets  I  have  been  very  conserva- 
tive, which  has  meant  emphasizing  the 
highest  quality  companies.  In  other 
words,  I  am  afraid  there  is  a  certain 
degree  of  inconsistency  in  the  invest- 
ment philosophy  expounded  in  this 
column  in  recent  months.  How  is  my 
all-out  bullish  stance  compatible  with 
my  recommendations  of  the  bluest  of 
the  blue  chips  in  virtually  all  mar- 
kets? Even  more  importantly,  how  can 
I  be  bullish  at  all  if  I  see  the  specter 
of  renewed  inflation  in  the  not-too- 
distant  future? 

I  addressed  this  latter  problem  rath- 
er extensively  last  month  and  will  give 
only  a  brief  resume  here:  I  do  not 
really  believe  that  a  resumption  of 
rampant  inflation  is  right  around  the 
corner.  In  fact,  inflation  will  recede 
more  and  more  into  the  background 
as  a  cause  of  concern  in  coming 
months.  Obviously,  there  is  widely  di- 
vergent opinion  on  this  question  and 
I  have  to  admit  that  my  belief  is 
based  mostly  on  feel.  On  the  other 
hand,  there  is  also  strong  support  for 
this  view  in  an  extrapolation  of  the 
records  of  some  of  my  favorite  econo- 
mists whose  chief  distinction  is  that 
they  are  wrong  virtually  all  the  time. 

There  is  one  additional  and  per- 
haps not  insignificant  point  I'd  like  to 
add  on  the  subject  of  inflation:  Ev- 
eryone is  now  convinced  that  inflation 
is  poison  for  stock  prices,  just  as  a  few 
years  ago  everyone  was  convinced  that 
stocks  were  the  only  true  hedge 
against  inflation.  Admittedly  my  views 
in  this  respect  are  far  from  clearly 
defined  at  this  time.  But  the  tempta- 
tion does  exist  to  suspect  that  stocks 
will  not  necessarily  be  devastated  by 
whatever  the  inflation  rate  will  be  in 
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1976  and  beyond.  There  is  little  evi- 
dence that  economists  and  stock 
market  analysts  are  any  different  from 
generals.  They  are  always  perfectly 
prepared  to  fight  the  last  bear  market 
just  as  generals  are  in  preparing  for 
the  last  war. 

There  is  of  course  more  than  these 
facetious  considerations  on  my  mind: 
Investors  in  a  number  of  countries 
with  high  rates  of  inflation,  notably 
Brazil  and  Japan,  have  fared  rather 
well  over  extended  periods  of  rela- 
tively high  inflation.  Enough  on  this 
subject.  It  is  premature  to  worry  now 
and  it  just  might  turn  out  to  be  su- 
perfluous to  worry  about  it  at  all! 

Not  For  Widows  &  Orphans 

What  about  my  other  major  con- 
cern, selecting  the  right  stocks  in  the 
right  economies?  Remember,  we  are  in 
a  new  major  bull  market.  If  I  haven't 
convinced  you  in  the  past  few  months, 
the  market  action  all  around  the 
world  certainly  should  have  made  the 
point.  Some  of  the  largest,  safest, 
highest  quality  stocks  have  had  very 
strong  rebounds;  so  have  many  sec- 
ondary and  tertiary  companies,  in 
many  instances  even  stronger.  But 
where  is  the  action  going  to  be  from 
here  on? 

I'm  not  about  to  recommend  that 
you  get  rid  of  all  the  high-quality 
names  recommended  in  these  columns 
over  the  years.  Yet  given  my  very 
positive  attitude  for  the  world's  ma- 
jor markets,  I  am  suggesting,  for  the 
first  time  in  several  years,  going  some- 
what further  afield.  Incidentally,  this 
is  not  advice  for  widows  and  orphans; 
they  are  better  advised  staying  with 
the  virtually  sure  stocks  recommended 
in  the  past.  It  hardly  needs  emphasiz- 
ing that  obviously  the  chances  of 
striking  out  are  greater  when  you  aim 
for  the  fences;  conversely,  you  won't 
hit  any  home  runs  when  you  are  try- 
ing for  a  bunt. 

Given  the  current  worldwide  eco- 
nomic environment,  what  does  an  ag- 
gressive portfolio  look  like?  What  are 
the  criteria  for  stock  selections? 

Obviously,    quality    names    should 
still  form  the  backbone  of  a  good  poi  I 
folio.  A  quality  company  to  me  is  one 
that  has  come  through  the  economi< 
wringer  of  the  past  two   years   rela- 
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Ay  unscathed  and  has  good  pros- 
es of  maintaining  that  record  in 
;  future.  Many  companies  of  this 
>e  have  been  recommended  here 
the  past.  They  include  Marui  and 
iseido  in  Japan,  Fisons  and  Beech- 

in  Great  Britain,  Siemens  in  Ger- 
ny,  to  name  a  few.  Applying  Amer- 
n  standards  of  valuation,  you  would 
ject  these  stocks  to  be  selling  at  20 

30  times  earnings;  in  fact,  they 
nmand  only  half  these  multiples. 

ilosive  Earnings 

Phis  still  leaves  the  question  of 
teria  for  more  aggressive  selections. 
;re  are  some  suggestions: 

•  The  earnings  have  been  beaten 

0  the  ground  or  have  all  but  dis- 
peared.  Yet,  obviously,  there  should 

no  question  as  to  the  long-term 
ibility  of  a  company's  operation. 

•  There  has  to  be  financial  leverage, 
is    now    probably   much    too    late 

look  only  for  sound  balance  sheets, 
well-run  company  with  a  healthy 
>portion  of  debt  will  obviously  ben- 
:  from  reducing  its  debt  as  inven- 
ies  are  run  down  and  from  lower 
erest  rates. 
A  great  many  Japanese  companies 

1  into  this  category,  including  Hi- 
^hi,  Toshiba  and  Nippon  Steel. 
■ase  note  that  they  are  not  exactly 
by-night  outfits.  The  same  holds 
e  of  a  Mannesmann  and  even 
E.G.  in  Germany,  Philips  Lamp  in 

Hand  and  Rank  Organisation  and 
11  in  Great  Britain.  The  chances 
any  of  these  companies  going  un- 
r  are  virtually  nil,  and  earnings 
jlosions  in  an  up-phase  in  the  re- 
active economies  are  a  very  good 
ssibility. 

•  There  should  be  operating  lever- 
i.  Here  again  Japanese  companies 
nd  out.  Their  costs,  including  la- 
r  in  many  instances,  are  largely 
id.  There  are  Japanese  companies 
crating  at  the  lowest  rate  of  ca- 
nity in  more  than  a  decade.  As  ca- 
nity utilizations  increase,  a  great 
>portion  of  added  revenues  flows 
ht  through  to  net  income. 
Combine  financial  and  operating 
erage  and  you  have  a  truly  explo- 
e  earnings  situation.  Apart  from  the 
npanies  mentioned  above,  some 
ithetic  fiber  producers  such  as 
echst  and  Bayer  in  Germany,  To- 
r  in  Japan,  and  Akzo  in  Holland 
:ally  combine  these  ingredients. 
While  the  new  names  mentioned  in 

column  obviously  incorporate 
ne  risk,  the  potential  rewards  are 
>portionately  greater  than  in  many 
cks  recommended  here  in  the  past. 
m  fact  my  worldwide  economic  sce- 
■io  proves  to  be  correct,  I've  given 
1  some  fairly  reasonable  clues  as 
low  to  catch  fish  in  a  barrel.   ■ 
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Selection  of  these  carefully  chosen  24  funds  is  based  on  UMFS 
opinion  of  portfolio  quality,  make-up,  and  attractiveness,  the  fund's 
stated  policies  and  objectives,  performance  record,  sponsorship,  and 
management.  These  funds  are  grouped  by  objective:  Income, 
Growth,  or  Speculation. 
Plus  a  2-issue  Subscription  to  United  Mutual  Fund  Selector 
This  package  of  Mutual  Fund  information . . .  only  $2 

Save  with  this  combination  offer:  Both  packages. . .  I  only  S3 1 

FILL  OUT  COUPON  AND  MAIL  TODAY 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  Vi  to  ^  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  Catalog! 

EMPIRE  DIAMOND  CORP.,  Depf.  46,"o6fn 7T ~ 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

Name 

■    Address Zip 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  April  17,  1975, 
declared  a  regular  quarterly  divi- 
dend of  twenty-nine  cents  (29<?) 
per  share  on  the  Corporation's 
Common  Stock.  This  dividend  is 
payable  May  30,  1975,  to  stock- 
holders of  record  April  30,  1975. 

LEROY  J.  SCHEUERMAN 

Secretary  and  Treasurer 

Central  and  South  West 
corporation 

Wilmington,  Delaware  19899 


Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

Pipe  Line  Company 

Quarterly  Dividend 
500  per  Common  Share 

Payable  June  15,1975 
Record  May  16, 1975 
Declared  April  23, 1975 

Cyril  J.  Smith 
Secretary 


Houston,  Texas 


Wall  Street  View 


More  Tools  of  the  Trade 


By  Robert  Stovall 


April  was  a  cool  month  but  it  was 
not  cruel  to  anyone  but  the  bears. 
When  stock  markets  show  consistent 
strength,  and  it  looks  as  though  a 
long  uptrend  may  be  developing,  it 
is  only  human  to  wish  there  were 
more  money  in  the  family  exchequer 
for  purposes  of  investment.  Brokers 
are  willing  and  able  to  lend  up  to  50% 
of  the  purchase  price  of  an  acceptable 
equity  security,  and  more  on  bonds. 
The  use  of  margin  gives  the  investor 
leverage,  but  not  everyone  likes  the 
exposure,  and  the  cost  of  renting  mon- 
ey is  still  rather  high. 

The  listed  options  market  has  been 
providing  some  outstanding  oppor- 
tunities for  perceptive  stock  market 
participants  with  short-term  horizons. 
About  as  close  as  you  are  likely  to 
come  to  a  "free  lunch"  on  Wall  Street 
are  the  so-called  deep-in-the-money 
call  options,  which  carry  little  or  no 
time  premium  above  the  intrinsic  val- 
ue of  the  option. 

For  example,  in  the  table  below, 
Burroughs  was  recently  selling  at 
975s;  the  recent  option  price  was  28, 
with  an  exercise  price  of  70  through 
July,  which  adds  up  to  98.  Thus,  in  a 
rising  market,  the  option  buyer  pre- 
sumably has  a  fairly  good  chance  to 
earn  as  much  through  his  option  pur- 
chase as  would  a  buyer  of  100  shares 
of  the  underlying  stock.  Options  on 
stocks  that  give  the  option  buyer  five 
points  or  more  above  the  strike  price 

Mr.  Stovall  is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 


(the  price  where  you  begin  to  makei 
money)  are  the  so-called  deep-in-the- 
money  options. 

Risks  vs.  Rewards 

Listed  below  are  ten   deep-in-the- 
money  calls  selected  from  the  option , 
tables  in  the  daily  newspapers  of  late, 
April.  These  are  simply  recent  exam- 
ples; they  are  not  necessarily  recom-' 
mendations.     If    you    are    optimistic 
about  the  price  potential  of  any  of 
these    stocks— or   ones    you    pick   out 
yourself  from  the  American  Exchange 
or   the   Chicago   Board   Options   Ex- 
change listings  in  the  papers— consid- 
er the  risks  and  possible  rewards  of 
using  these  virtually  premiumless  op-j 
tions,    i.e.,    call   options    representing! 
the  right  to  acquire  round  lots  of  the 
underlying  stock.  The  basic  rule  re- 
garding   such    options    is    that    their: 
use    lessens    the    potential    downside 
risk  to  the  total  amount  of  the  option 
price  without  diminishing  the  upside  I 
potential. 

If,  for  example,  a  trader  had  an 
urge  to  buy  Eastman  Kodak  to  par- 
ticipate in  any  early  summer  rally' 
(currently  call-option-contract  months 
end  the  last  business  Monday  of  the 
month),  he  might  prefer  to  buy  deep- 
in-the-money  calls  for  $2,275  (plus 
commission )  and  take  his  chances 
through  July  28. 

If  the  price  of  Eastman  Kodak 
stock  is  not  going  his  way,  the  trader 
can  sell  the  call  before  expiration  date. 
His  cash  outlay  is  little  more  than  one- 


Ten  Typical  Deep-ln-The-Money  Options 


Issue 


Recent  Stock  Contract  Month  &  Recent  Option 

Price  Exercise  Price  Per  Share     Price  Per  Share 


American  Cyanamid* 

277/a 

July-$20 

7V4 

Burroughs41 

97% 

July-  70 

28 

Du  Pont* 

122 

July-  90 

32 1/2 

U.S.  Steel* 

62  y2 

July-  45 

17% 

Alcoat 

46% 

July-  30 

16% 

Avont 

38  y2 

July-  30 

9Va 

Dow  Chemicalt 

81% 

July-  60 

22  V2 

Eastman  Kodakt 

102% 

July-  80 

22% 

Kresget 

27% 

July-  20 

7% 

Minn.  Mining  &  Mfg.t 

57 

July-  45 

12V2 

•American  Exchange  Options  Quotations.     fChlcago  Board  Options  Exchonge. 
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fifth  of  the  102%  per  share  or  the 
$10,237  (plus  commissions  and 
charges)  required  to  purchase  100 
shares  of  Eastman  Kodak  outright. 
The  buying  of  100  shares  of  Kodak  on 
margin  would  require  about  half  of 
that  amount  in  cash,  and  it  would  in- 
cur a  liability  on  which  interest  would 
be  paid. 

If  Eastman  Kodak  fails  to  go  up 
between  May  and  late  July,  the  op- 
tion buyer  stands  to  lose  his  entire 
purchase  price  if  he  holds  on  to  the 
bitter  end.  Holders  of  the  underlying 
shares  have  a  considerably  deeper 
market  risk:  After  all,  Eastman  Kodak 
made  a  low  of  57%  in  1974  and  has 
sold  as  low  as  63  this  year. 

To  sum  up,  in  buying  such  deep- 
in-the-money  calls,  the  trader  gets  the 
same  upside  potential  as  would  exist 
with  a  100-share  stock  position,  but 
with  far  less  capital  investment.  Com- 
pared with  buying  on  margin,  the  op- 
tion buyer  obtains  leverage  without 
incurring  a  debit  balance,  as  would 
be  the  case  in  purchasing  a  100  lot 
on  50%  margin.  Further,  there  is  no 
margin  call  for  additional  money,  nor 
is  there  any  interest  as  no  debt  is 
incurred. 

Lots  of  people  have  been  using  op- 
tions this  year.  A  study  of  first-quarter 
statistics    shows   that   trading   on   the 


New  York  Stock  Exchange  increased 
45.2%,  while  on  the  American  Stock 
Exchange  and  in  the  over-the-coun- 
ter market  via  NASDAQ,  activity  was 
up  only  4.9%  and  4.2%,  respectively. 
What  does  that  mean?  The  more  spec- 
ulative markets  have  languished  com- 
pared with  the  NYSE's  average  daily 
volume  of  21.48  million  shares  during 
the  first  quarter,  perhaps  reflecting  the 
siphoning  of  much  speculative  money 
away  from  the  ASE  and  OTC  markets 
by  the  options  game. 

Speculators'  Choice 

Listed  options  markets  have  exist- 
ed only  since  April  1973,  but  in  the 
first  three  months  of  1975  almost  2.8 
million  contracts  (for  100  shares 
each)  were  written  on  the  CBOE; 
the  Amex,  which  is  just  getting  start- 
ed, saw  approximately  335,000  con- 
tracts traded.  The  current  quarter  will 
probably  show  a  continuation  of  the 
increasing  volume  in  options.  After 
all,  many  speculators  and  short-term 
investors  would  prefer  to  link  their 
possibilities  for  stock  market  success 
with  the  kind  of  corporate  names  ap- 
pearing in  the  accompanying  table 
rather  than  buy  round  lots  of  the  less- 
seasoned  and  generally  smaller  com- 
panies that  constitute  the  bulk  of  the 
Amex  and  over-the-counter  issues. 


Coincidentally  or  not,  the  strong 
and,  in  some  quarters,  unexpected 
April  rally  got  its  start  from  the  open- 
ing gong  on  Apr.  8,  the  morning  after 
the  General  Motors  Bellwether  gave 
its  long  expected  "All  Clear"  signal 
at  the  close  of  business  Monday,  Apr. 
7.  This  was  the  first  trading  day  after 
the  four-month  anniversary  of  GM's 
most  recent  low,  28%,  touched  on  Dec. 
6,  1974,  which,  coincidentally,  was 
the  closing  DJI  low  of  the  1973-74 
bear  market.  From  its  close  of  39%  on 
Apr.  7,  GM  began  forecasting  four 
months  of  clear  sailing  for  the  stock 
market,  a  time  period  which  will  be 
extended  by  four  months  each  time 
the  stock  is  able  to  sell  at  a  higher 
high  in  its  current  upcycle  phase. 
Thus  far,  the  price  of  45/4  touched  on 
May  5  is  the  current  measuring 
point,  meaning  that  General  Motors 
is  giving  its  adherents  a  sign  the  mar- 
ket will  not  be  in  serious  trouble  at 
least  through  Sept.  5. 

Bellwether  fanciers  will  recall  that 
this  usually  accurate  foreteller  of  the 
future  gave  a  particularly  unhelpful 
buy  signal  about  a  year  ago,  which 
was  not  reversed  until  Oct.  11.  It  is 
hoped  that  the  GM  Bellwether  has 
returned  to  its  previous  reliability  as 
one  of  the  best  and  simplest  mechan- 
ical forecasting  tools.   ■ 


The 
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Introduction  to  Option  Trading 
Part  1:  The  Basics 

As  we  announced  last  week,  complete  coverage  of  all  call  options  traded  on  the 
Chicago  Board  Options  Exchange  and  the  American  Stock  Exchange  will  soon  be 
added  to  The  Value  Line  Convertible  Survey.  This  is  the  first  of  a  series  of  feature 
articles  designed  to  help  readers  learn  about  this  exciting  new  field. 

Introduction  to  Option  Trading 
Part  2:  Option  Writing 

V 

Want  to  reduce  the  risk  of  your  portfolio  without  selling  your  current  holdings?  If 
your  stocks  are  well-known  blue  chips,  the  conservative  strategy  of  writing  options 
against  your  portfolio  can  help  you  achieve  this  objective  and  may  produce 
significant  tax  savings  as  well. 

Introduction  to  Option  Trading 
Part  3:  Tax  Considerations 

The  1974  tax  return  is  providing  a  great  many  investors  with  their  first  confronta- 
tion with  the  tax  treatment  of  option  transactions.  With  the  deadline  for  filing 
drawing  near,  this  is  a  good  time  to  outline  the  various  tax  considerations  of  option 
trading  as  well  as  to  discuss  ways  in  which  listed  options  may  be  used  to  ease 
one's  tax  burden  in  future  years. 


Yes,  I  would  like  to  try  The  Value  Line  Con- 
vertible Survey.  As  a  triple  bonus,  at  no  ad- 
ditional cost,  also  send  me  the  complete 
text  of  all  three  of  the  articles  described  to 
the  left,  a  copy  of  your  132-page  book 
'More  Profit  and  Less  Risk  —  Convertible 
Securities  and  Warrants',  and  a  custom 
binder  for  filing  the  service. 

□  3  months  for  $29  (12  issues).  This 
half-price  offer  is  available  only  once  to 
any  household.  Check  or  money  order 
for  $29  must  accompany  order. 

□  1  year  for  $225  (48  issues). 

D  Payment  enclosed. 
D  Bill  me  for  $225. 

N.Y.  residents  please  add  applicable  sales 
tax.  Foreign  rates  available  upon  request. 
Subscription  fees  are  fully  tax  deductible. 
This  agreement  will  not  be  assigned  with- 
out subscriber's  consent. 

Name 

(please  print) 

Address 


City. 


State. 


.Zip. 


Signature 

The  Value  Line  Convertible  Survey 

5  East  44th  St.,  New  York,  N.Y.  10017 
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Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


Please  send  me. 
My  check  for. 


.Forbes  Slip  Cases. 
_is  enclosed. 


Prices:  $4.25  each,  3  for  $12,  6  for 
$22.  (Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case 
for  postage  and  handling. 

Name 


(please  print) 


Address. 
City 


.State. 


.Zip. 


Please  allow  3  to  A  weeks  for  delivery. 
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Pray  for  a  Slow  Recovery 

By  Myron  Simons 


There's  every  reason  to  believe  that 
the  economy  is  close  to  hitting  bot- 
tom. But  the  pace  of  its  climb  back 
to  prosperity  can  make  a  world  of 
difference  to  the  stock  market.  A  slow 
recovery  would  mean  that  we  are 
still  in  an  early  stage  of  a  prolonged 
bull  market.  On  the  other  hand,  if 
the  economy  gets  better  in  a  hurry, 
we  may  be  in  for  a  really  dramatic 
market  advance  that  won't  last  for 
more  than  four  or  five  months.  Either 
way,  the  market  is  likely  to  be  good. 
But  a  premature  resumption  of  pros- 
perity could  be  worse  than  a  slow 
pickup.  While  it's  still  too  soon  to 
get  the  facts  and  figures  to  tell  us 
which  way  it's  going  to  go,  I  get  a 
growing  feeling  that  the  recovery  may 
be  too  fast  for  comfort. 

Our  troubles  can  arise  when  the 
Treasury  goes  about  raising  $50  bil- 
lion between  now  and  the  end  of  the 
year— which  could  easily  turn  out  to 
be  $60  billion  if  Congress  doesn't  con- 
trol its  urge  to  spend.  The  lion's  share 
of  the  Treasury's  money  will  come 
from  the  banks.  That's  okay  in  a  slow 
economy,  where  the  banks  can  pile 
up  money  because  the  consumer  is 
saving  rather  than  spending  and  busi- 
ness is  liquidating  inventory  to  pay 
off  debt.  But  if  business  picks  up  at  a 
rapid  rate,  the  Treasury  is  likely  to  fall 
some  $15  billion  short  of  its  objective 
unless  it  crowds  business  borrowers 
out  of  the  market.  Or  unless  it  gets 
money  from  the  Arab  billionaires, 
which  seems  pretty  touch  and  go  un- 
less peace  is  made  in  the  Middle  East. 

Bad  Record 

So,  if  we  are  to  have  smooth  sail- 
ing with  our  financing  requirements 
this  fall,  it  would  be  better  for  the 
economy  to  make  a  slow  recovery  rath- 
er than  a  rapid  one.  The  Govern- 
ment's economists  don't  look  for  an 
upturn  until  winter.  But  their  record 
has  been  disturbingly  bad  for  several 
years.  The  inaccuracies  have  been 
particularly  glaring  in  the  timing  rath- 
er than  in  the  direction  of  economic 
changes.  That's  tended  to  be  off  by 
four  to  six  months.  For  instance,  last 
fall  when  the  Administration's  econo- 
mists  were   calling   for  tax   increases, 

Mr.   Simons  is  director  of  research  at  the  securities 
firm  of  Weeden  &  Co. 


they  should  have  been  asking  for  tax 
cuts.  That  might  have  helped  to  avoid 
the  deep  recession  which  followed. 
The  time  for  tax  increases  was  dur- 
ing the  spring  of  1973,  six  months 
earlier,  when  such  a  move  might  have 
prevented  the  worst  of  the  inflation. 

It's  hard  to  fault  the  credentials  of 
the  Government's  economists.  The 
problem  is  that  things  move  too  fast 
for  them,  because  both  businessmen 
and  consumers  nowadays  are  capa- 
ble of  anticipating  instead  of  just 
reacting.  For  instance,  after  the  Presi- 
dent's economic  summit  conference  of 
last  summer,  the  one  message  that 
came  through  loud  and  clear  was  that 
the  consumer  should  cut  back  on  his 
new  purchases  as  much  as  possible. 
So  the  public  reacted  with  reasonable 
speed,  and  so  did  businessmen.  The 
result  was  a  sudden  collapse  in  de- 
mand that  surprised  no  one  more  than 
the  very  economists  who  had  been 
asking  for  it. 

Premature  Prosperity 

The  enormous  amount  of  news 
now  available  to  the  consumer  as 
a  result  of  television  and  increased 
reporting  in  the  press  on  economic 
affairs,  and  to  the  businessman  be- 
cause of  the  ability  of  his  computers 
to  collect  vast  amounts  of  information, 
has  shortened  the  time  it  takes  for 
those  two  groups  to  react.  No  wonder 
the  traditional  economists  so  often 
find  themselves  chugging  along  be- 
hind the  trend  instead  of  being  able 
to  lead  it. 

Now,  let's  suppose  that  the  Admin- 
istration is  going  to  make  the  same 
mistake  again  and  be  off  by  four  to 
six  months.  In  that  case,  you  get  the 
upturn  beginning  this  summer— too 
soon  for  the  Treasury's  convenience. 
Premature  prosperity!  Usually  that's 
something  to  cheer  about.  But  this 
time  an  early  recovery  can  wind  us 
up  in  a  peck  of  trouble. 

Some  of  the  figures  I  look  at  sug- 
gest that  the  economy  has  alread) 
leveled  off  sufficiently  so  that  when 
the  enormous  government  spending 
begins  to  have  its  effects  later  this 
month,  a  too-fast  pickup  is  fust  what 
we'll  get.  For  example: 

•  New  claims  for  unemployment 
insurance  have  stopped  Increasing  for 
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over  a  month.  Although  the  rate  of 
unemployment  will  get  a  shock  when 
the  new  graduating  class  is  added  to 
the  out-of-work  rolls,  total  employ- 
ment isn't  decreasing  any  more. 

•  Watch  business  loans  outside  of 
New  York.  At  the  big  multinational 
banks  there  are  a  lot  of  petrodollar 
ebbs  and  flows  that  distort  the  fig- 
ures, but  if  the  nation's  grass  roots 
companies  are  borrowing  again,  it's  a 
sign  that  business  is  picking  up. 

•  Department  store  sales  haven't 
been  setting  the  world  on  fire,  but 
they  have  been  remarkably  level  since 
their  sharp  decline  of  last  winter. 
When  the  tax  rebates  get  mailed  out 
this  month,  department  store  sales 
may  jolt  upwards. 

•  Keep  an  eye  on  sales  of  already 
built  but  unsold  new  homes.  Housing 
starts  should  pick  up  dramatically 
when  the  inventory  is  eaten  away. 

•  Auto  sales  have  finally  stabilized, 
although  they  haven't  been  able  to 
continue  the  pace  of  the  rebate  pe- 
riod. If  they  stay  that  way,  the  indus- 
try will  have  a  chance  to  restructure 
its  inventory  with  a  greater  empha- 
sis on  small  cars. 

Sparked  By  The  Consumer 

If  I  read  these  signs  correctly, 
there  will  be  so  many  borrowers  in 
the  fall  that  the  Federal  Reserve  will 
have  its  hands  full  to  accommodate 
them  all.  But  until  that  happens,  the 
stock  market  should  continue  its  bull- 
ish ways.  The  consumer  will  probably 
be  the  prime  mover  of  the  economic 
recovery,  which  means  that  such 
textile  stocks  as  Burlington  Indus- 
tries (25),  Celanese  (33)  and  Blue 
Bell  ( 28 )  should  be  interesting. 

Auto  companies  are  likely  to  be  in- 
novative in  planning  their  1976  mod- 
els. That's  likely  to  be  of  particular 
benefit  to  such  suppliers  as  Borg- 
Warner  (16)  and  Eaton  Corp.  (25). 
Finally,  the  oils  have  taken  a  lot  of 
punishment  from  Congress,  but  from 
now  on  there  will  have  to  be  an  at- 
tempt to  induce  them  to  increase  do- 
mestic production.  Such  stocks  as  Un- 
ion Oil  of  California  (35)  and  Cit- 
ies Service  (-39)  should  do  well. 

Even  after  the  dramatic  bulge  in 
the  stock  market,  there's  a  lot  of  in- 
vestment money  still  on  the  sidelines. 
The  signs  that  our  economy  is  turn- 
ing up  should  trigger  substantial  buy- 
ing, especially  from  the  billions  of  dol- 
lars of  foreign  money  that  are  looking 
for  the  best  investment  arena.  So  we 
should  get  a  lot  of  pleasure  from  our 
stockholdings  over  the  next  few 
months.  But  don't  make  your  plans 
too  long  term  for  your  new  invest- 
ments until  you've  had  a  chance 
to  see  whether  the  recovery  will  be 
too  fast.    ■ 


Tie. 


279th  COMMON  DIVIDEND 

A  regular  dividend  of  Sixty-seven  Cents  (670 

per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  June  2,  1975,  to 

stockholders  of  record  at  the  close  of  business  May  9,  1975. 

Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  President— Finance 
April  29,  1975 

OPERATING  UNITS 

GALLAHER     LIMITED 

rlluiitfs  l(i.^)camJUtstiilma(fu 
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Master  Lock  Company 

DUFFY -MOTT   COMPANY,  INC. 

The  Andrew  Jergens  Company 


VISIBLE       RECORDS    INC. 


Sunshine  Biscuits,  inc. 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE.  NEW  YORK.  NY.  10017 


HOW'S  YOUR  BUSINESS??  OURS  IS  GREAT!! 
RAPIDLY  EXPANDING  MARKET 

for  pollution  control  equipment  makes  this 
EXCLUSIVE  DISTRIBUTORSHIP 

well  worth  investigating.  We  manufacture  professional  quality  water  purification  systems 
for  the  home.  Recent  news  articles,  magazine  articles,  TV  specials,  etc.  bv  the  news  media 
have  created  a  ready-made  MULTI-MILLION  $$  MARKET  for  our  products.  We  are  seeking 
individuals  capable  of  giving  us  first  class  marketing  representation  on  an  exclusive 
regional  basis.  The  person  or  firm  selected  for  each  area  will  be  provided  with  sales  aids, 
promotional  literature,  direct  mail  pieces,  recruiting  materials,  display  ads  and  plenty  of 
BIG  BUSINESS  KNOW-HOW  to  back  up  his  efforts.  For  an  ambitious,  self-motivated,  sales 
oriented  executive,  this  represents  a  tremendous  opportunity  to 
EARN  BIG  IMPORTANT  MONEY  during  the  troubled  times  ahead! 

DEPRESSION-PROOF 

UNLIMITED  INCOME  POTENTIAL 
ACT  NOW!  Only  one  distributor  will  be  selected  for  your  area. 
Write  or  call  TODAY:  Mr.  Harris  PURIFICATION  SYSTEMS,  INC. 

(304)  472-1989  or  472-6999  83  West  Main  St.,  Dept.  SUG 

M-F  12:00  noon  to  5:00  p.m.  Buckhannon,  W.  Va.  26201 
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STILL 


Leading  Causes  of  Death  United  States:  1972  Estimates 
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Diseases  of  Heart 
and  Blood  Vessels 

1,036,560 

Other  Causes 


925.440 


You  can  help  us  be  number  two, 

or  number  three, 


Give  Heart  Fund 

American  Heart  Associ 


nd(f) 

ation\|/ 


R.JReynolds  Industries,  Inc. 
Common  Stock  Dividend 

A  quarterly  dividend  of  72  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  June  5, 1 975  to  stockholders  of  record  at  the 
close  of  business  May  9, 1 975. 

WILLIAM  R.  LYBROOK 

Senior  Vice  President  and  Secretary 
Winston-Salem.  N  C  .  April  1 7,  1975 

Seventy-Five  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 

Food  Products 

Fruit  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
International  Petroleum 


Trends  &Tangents 


(Continued  from  page  25  I 

near  future,  over  the  long  pull  foreign 
investment  in  this  country  is  not  on  a 
runaway  course.  The  biggest  concen- 
tration of  foreign  investment  seems  to 
be  in  the  energy  field.  Twenty-seven 
foreign  firms  control  about  10%  of  the 
U.S.  petroleum  and  natural  gas  in- 
dustry, and  15  foreign  companies  con- 
trol about  4%  of  U.S.  coal  production. 

Easy  Money? 

You  think  it's  easy  to  make  money 
in  a  rising  stock  market?  Perhaps  it 
is— up  to  a  point.  In  this  year's  first 
quarter  Wertheim  &  Co.'s  yardstick 
of  equity  funds,  made  up  of  $15  bil- 
lion managed  by  92  major  banks,  in- 
surance and  investment  companies, 
rose  by  20.4%.  But  during  the  same 
period  the  Dow  Jones  industrial  av- 
erage chalked  up  a  26.2%  gain  and 
Standard  &  Poor's  composite  stock  in- 
dex rose  by  22.9%.  Query:  If  those 
indexes  represent  average  perfor- 
mance, shouldn't  such  professionals 
be  capable  of  at  least  matching  the 
averages? 

Old  Enough  To  Vote 

"My  biggest  problem  is  mainte- 
nance," says  new  Amtrak  head  Paul 
Reistrup  about  his  rolling  stock.  Am- 
trak's  cars  average  22  years  in  age. 
and  because  most  of  them  have  been 
shifted  from  their  original  roads,  me- 
chanics often  have  difficulty  with  re- 
pairs. A  considerable  amount  of  new 
equipment  is  on  the  way,  including 
235  bi-level  units  ordered  from  Pull- 
man Inc.  for  $147  million  and  200 
Metroliner-type  cars  from  Budd  Co. 
for  $86  million.  "But  for  the  next  ten 
years,"  admits  Reistrup,  "we'll  still  be 
using  a  lot  of  junk." 

Get  Along  Little  Lobster 

California  scientists  are  riding  herd 
on  what  may  prove  to  be  the  answer 
to  a  dependable  supply  of  that  diner's 
delicacy,  the  New  England  lobster. 
While  lower  prices  would  be  too  much 
to  hope  for,  the  program  could  save 
one  of  the  world's  most  rapidly  van- 
ishing seafoods  by  reducing  From  five 
years  to  18  months  the  time  it  takes 
a  lobster  lo  teach  market  si/e.  Spe- 
cially constructed   lobster   pens   have 

been  built  in  the  70-degrec  water  ad 
jacenl  to  the  San  Diego  (las  &  Elec 
trie  nuclear  generating  plant  at  (ails 
bad,    Calif.,    and    in    six    months    the 

maricultured  crustaceans  will   undei 

go  their  first  test:  a  gourmet  ban<|iiel 
to  determine  if  anyone  can  taste  the 

difference  between  the  domesticated 
product  and  the  natural.    ■ 
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Readers  Say 


(Continued  from  page  33) 
services  to  any  or  all  of  the  funds, 
and  to  negotiate  "at  arm's  length" 
with  respect  to  the  cost  of  these  ser- 
vices. In  fact,  we  have  already  re- 
duced fund  expenses  by  very  close  to 
$500,000  per  year. 

—John  C.  Bogle 

President, 

The  Vanguard  Group,  Inc. 

Valley  Forge,  Pa. 

Whole  Life  The  Winner? 

Sir:  Your  comparisons  between 
whole  life  insurance  and  term  (Mar. 
15)  are  earned  only  to  age  65,  but 
the  life  expectancy  of  a  35-year-old  is 
age  71.  If  you  had  carried  your  com- 
parison to  age  70,  you  would  have 
found  a  sharp  increase  in  the  term 
premium  which  would  have  resulted 
in  whole  life  winning. 

— L.  Talbot  Adamson 
Philadelphia,  Pa. 

A  Lot  In  Common? 

Sir:  I  do  not  agree  with  the  de- 
rogatory Reston  quotation  in  Other 
Comments  (Apr.  15)  about  Ronald 
Reagan.  Reagan  has  a  lot  in  common 
with  you  that  I  truly  admire. 

— S.F.  Patterson 
Seattle,  Wash. 

Horatio  Alger  Still  Lives 

Sir:  The  kind  words  about  the 
Rainbow  Room  (Fact  <Lr  Comment, 
Apr.  1 )  were  unwitting  tribute  to  a 
dual  Horatio  Alger  story.  Tony  May 
and  Brian  Daly  are  now  running  the 
Rainbow  Room/Grill  complex.  Tony 
came  from  Italy  as  a  poor  immigrant 
and  climbed  from  captain  to  head 
man  of  the  restaurant  organization. 
Brian  Daly  came  from  Ireland  to 
make  his  fortune  the  same  way. 

—Hal  Davis 

President, 

Grey  &  Davis, 

New  York,  N.Y. 

Domestic  Mogul 

Sir:  You  may  be  pleased,  or  you 
may  be  dismayed,  that  even  house- 
wives read  Forbes.  Of  course,  I  am 
the  CEO  of  my  kitchen. 

—Beverly  Starnes 
Baileys  Harbor,  Wis. 

Fuzzy  Heir? 

Sir:  The  comments  of  Malcolm 
Forbes  have  finally  convinced  me  that 
;his  magazine  is  another  example  of 
.in  enterprise  that  has  been  turned 
over  to  an  heir  who  is  fuzzy-headed. 
Cancel  my  subscription. 

—Fred  T.  Baker  Jr. 
Houston,  Tex. 
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Three  from  Forbes 

A  most  unusual  opportunity  for  collectors  and  enthusiasts  to  obtain 
one  or  more  of  these  limited  edition  catalogues  of  exquisite  and  very 
distinctive  selections  from  the  Forbes  Magazine  Collection. 


The  Royal  Academy  Revisited 

A  fully  illustrated  catalogue  of  the 
collection  of  Victorian  paintings  de- 
scribed by  Connoisseur  Magazine  as  being 
"...  the  finest  outside  the  British  Isles." 
Its  182  pages  include  24  color  plates. 
Catalogue  by  Christopher  Forbes,  with 
introduction  by  Allen  Staley.  $9.50 

Also  available  in  deluxe  hard  cover  edition 
at  $15.00. 


Faberge' 

Here  are  116  pages  devoted  to  to  one  of 
the  largest  collections  of  Faberge 
treasures  outside  the  Soviet  Union.  Fully 
illustrated,  including  32  color  plates. 
Catalogue  by  Hermione  Waterfield,  with 
foreword  by  Malcolm  S.  Forbes  and 
essay  by  Everett  Fahy.  $7.50 


War  A  La  Mode 

The  four  great  French  military  painters  of  the  Belle  Epoque,  J.L.E. 
Meissonier,  J.B.E.  Detaille,  A.M.  de  Neuville,  and  E.P.  Berne-Bellecour, 
devoted  their  careers  to  capturing  the  drama  of  nineteenth-century 

on  canvas.  Presented  here  are  43  of  their 
most  brilliant  efforts  in  this  fully  illus- 
trated catalogue  which  is  a  must  for 
military  enthusiasts.  The  32-page  cata- 
logue is  by  Christopher  Forbes  and 
Margaret  Kelly,  with  foreword  by 
Malcolm  S.  Forbes,  introduction  by 
Frank  Trapp  and  glossary  of  continental 
military  terms  by  Jeffrey  Kleinbardt. 

$3.50 


^a  >hhm: 


Set  of  all  three  catalogues 

For  a  limited  time,  available  at  a  special  combination  price  of  only  $18.00 


The  Forbes  Magazine  Collection 

60  Fifth  Avenue 

New  York,  N.Y.  10011 

Please  ship  postpaid  the  following  catalogue(s)  for  which  payment  in 
full  (check  or  money  order)  is  enclosed: 

Royal  Academy  @  $9.50  each  

Deluxe  Royal  Academy  @  $15.00  each 

Faberge  @  $7.50  each  

War  A  La  Mode  @  $3.50  each  

Set(s)  of  all  three  @  $18.00  per  set         

Total  Amount  Enclosed 

(N.Y.  residents  add  appropriate  tax) 

Name 


Address. 
City 


State 


Zip 
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Advertising 
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KEPNER  TREGOE,    INC.  2 
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Inc. 
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KNIGHT-RIDDER  NEWSPAPERS    INC. 
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MARSHALL  AND   STEVENS, 
INCORPORATED  135 

Agency:   Weinberg  Advertising  Company 

MARYLAND,   STATE   OF- 
DEPARTMENT   OF   ECONOMIC   AND 
COMMUNITY    DEVELOPMENT  25 

Agency:    Rosenbush  Advertising 
Agency  Inc. 

MERCEDES-BENZ  OF    NORTH 

AMERICA,    INC 36 

Agency:    Ogilvy  &  Mather  Inc. 

MERRILL   LYNCH    PIERCE   FENNER 

*.  SMITH   INC 271  &  272 

Agency:   Ogilvy  &  Mather  Inc. 


METROPOLITAN    LIFE   INSURANCE 
COMPANY 

Agency:   Young  &  Rubicam 
International  Inc. 


177 


MEXLETTER 274 

Agency:    McCann  Erickson-Stanton, 
S.A.  de  C.V. 

MIAMI    LAKES    INN   &  COUNTRY 

CLUB  276 

Agency:    Samuel  B.  Crispin  & 
Associates 

MITSUBISHI   AIRCRAFT 

INTERNATIONAL  192 

Agency:   Womack/Claypoole   Advertising 


MONSANTO  COMPANY,   INC. 

Agency:   Advertising  &  Promotion 
Services 


12 


MORGAN   STANLEY   &  CO. 

INCORPORATED 55 

Agency:    Doremus  &  Company 

THE   MUTUAL   BENEFIT    LIFE 

INSURANCE    COMPANY     185 

Agency:    Gaynor  &  Ducas  Advertising 

MUZAK  CORPORATION  58 

Agency:   Angelis  &  Ciofalo  Advertising 

Co.,    Inc.    Division    of    Intercom 
Corp. 

Nl    INDUSTRIES,   INC 189 

Agencys.'  The  Marschalk  Company,  Inc. 

NATIONAL   DISTILLERS   AND 

CHEMICAL    CORPORATION  274 

Agency:    Doremus  &  Company 

NEBRASKA,   STATE  OF- 
DEPARTMENT  OF   ECONOMIC 

DEVELOPMENT     108 

Agency:    Holland  Dreves  Reilly,  Inc. 

NORTHERN    NATURAL  GAS 

COMPANY  139 

Agency:    B.ozell  &  Jacobs,  Inc. 

THE   NORTHERN   TRUST   BANK  10 

Agency:    Clinton  E.  Frank,  Inc., 
Advertising 

OKLAHOMA    INDUSTRIAL 

DEVELOPMENT    DEPARTMENT  16 

Agency:    Martin  Hauan  Agency 

OMAHA  PUBLIC  POWER  DISTRICT  104 

Agency:    Holland  Dreves  Reilly,  Inc. 


□ 


□ 


□ 


□ 


OMNI    AIRCRAFT  278 

Agency:    Michael  Richards  Panich 

OTIS    ELEVATOR   COMPANY  172 

Agency:    Poppe  Tyson, Inc. 

THE   PADDINGTON  CORPORATION 

(J&B  SCOTCH  WHISKY)  138 

Agency:    E.  T.  Howard  Company,  Inc. 

PANHANDLE  EASTERN  PIPE  LINE 

COMPANY    280 

Agency:    Albert  Frank-Guenther  Law, 
Inc. 

PAPERWEIGHTS,    INC 276 

Agency:    Brend  Advertising  Associates 

PARTNERS  FUND,   INC 274 

Agency:   The  Leo  Baron  Agency  Inc. 

PENNSYLVANIA, 

COMMONWEALTH    OF  64-65 

Agency:   Spiro  &  Associates 
Incorporated 

PENNSYLVANIA    POWER   &   LIGHT 

CO 72 

Agency:    Lieberman  Harrison,  Inc. 

PENNWALT    CORPORATION  137 

Agency:    The  Aitkin-Kynett  Co.,  Inc. 

PEOPLES  GAS  COMPANY  257 

Agency:    Foote,  Cone  &  Belding 

PHILLIPS   PETROLEUM   COMPANY  123 

Agency:   Tracy-Locke  Advertising  and 
Public  Relations,  Inc. 

PIONEER    CORPORATION  142 

Agency:    McCormick  Advertising 
Company 

POTLATCH    CORPORATION  109 

Agency:    N.  W.  Ayer/Jorgensen/ 
MacDonald,  Inc. 

C.  C.  PRICE,   INC 132 

Agency:    Daniel  H.  Price,  Inc. 

PULLMAN    INCORPORATED  278 

Agency:    Mcllhenney-Humphrey, 
Incorporated 

PURIFICATION    SYSTEMS,    INC 283 

RCA    CORPORATION  88 

Agency:   J.  Walter  Thompson  Company 

RANDUSTRIAL    CORPORATION  58 

Agency:    Mt.  Pleasant  Advertising,  Inc. 

REICHHOLD   CHEMICALS,    INC.  42-43 

Agency:   Creamer  Colarossi  Basford 
Inc. 

REPUBLIC  STEEL  CORPORATION  169 

Agency:    Meldrum  &  Fewsmiih,  Inc. 

R.  J.  REYNOLDS  INDUSTRIES,  INC.        284 

Agency:   Long,  Haymes  &  Carr,  Inc. 

REYNOLDS    METALS   COMPANY  18 

Agency:   Clinton  E.  Frank,  Inc., 
Advertising 

RHODE    ISLAND   DEPARTMENT  OF 
ECONOMIC    DEVELOPMENT  156-157 

Agency:    Horton,  Church  &  Goff,  Inc. 

RICHMOND    CORPORATION  78-79 

Agency:    Brand  Edmonds  Associates 

ROCKWELL    INTERNATIONAL  68-69 

Agency:   Campbell-Ewald  Company 

ROLLS-ROYCE    INC 126-127 

Agency:    McCaffrey  and  McCall,  Inc. 

THE  ROYAL  BANK  OF  CANADA  112 

Agency:    Norman,  Craig  &  Kummel 
(Canada)  Ltd. 

ST.    LOUIS-SAN    FRANCISCO 

RAILWAY   CO 116 

Agency:    Batz  Hodgson  Neuwoehner, 
Inc. 

SANTA    FE    INDUSTRIES,    INC 161 

Agency:   Adveitising  Direction,  Inc. 

SCHWEITZER    GALLERY  269 

SCHWEIZER  AIRCRAFT  CORP 132 

Agency:    Laux  Advertising,  Inc. 

SHEAFFER    WORLD-WIDE     30 

Agency:    Sperry-Boom,  Inc. 

SMITH    INTERNATIONAL,    INC.  20 

Agency:    Pacific  Ventures  Advertising 


n     SOUTH  CAROLINA  STATE 

DEVELOPMENT    BOARD  19 

Agency:   Cook/Ruef  &  Associates,  Inc. 

SOUTHERN  NATURAL  RESOURCES, 

INC.  278 

Agency:    Doremus  &  Company 

SOUTHERN    RAILWAY 

SYSTEM Back  Cover 

Agency:   Cunningham  &  Walsh  Inc. 

n     STANDARD  OIL  COMPANY   OF 

CALIFORNIA  134 

Agency:    BBDO  Inc. 

□  STAUFFER   CHEMICAL   COMPANY  100 

Agency:    Bozell  &  Jacobs,  Inc. 

SUN   OIL   COMPANY    28 

Agency:    Wells,  Rich,  Greene,  Inc. 

:;;;     SWISS   BANK   CORPORATION  143 

Agency:    LeDoux,  Tintle  and  Kramer, 
Inc. 

□  SYNALLOY    CORPORATION  54 

Agency:    Woolf,  Doughty  Inc. 

3M   COMPANY 

MICROFILM  PRODUCTS  91 

Agency:    D'Arcy-MacManus  &  Masius 
Advertising 

TV   GUIDE   MAGAZINE 

Div.  of  Triangle  Publications,  Inc.  255 

Agency:    N.  W.  Ayer  ABH  International 

□  JAMES  TALCOTT,  INC 17 

Agency:    Shaw  Elliott  Incorporated 

;;;     TENNECO    INC 263 

Agency:    Bozell  &  Jacobs,  Inc. 

□  TEXASGULF    INC 35 

Agency:    Ries  Cappiello  Colwell,  Inc. 

□  TEXTRON    INC 128 

Agency:   J.  Walter  Thompson  Company 

i't     TULSA,    ECONOMIC    DEVELOPMENT 

COMMISSION  114 

Agency:   William  Butler  &  Associates 

;;;     UOP    56-57 

Agency:    Campbell-Mithun,  Inc. 

□  UNARCO   INDUSTRIES,    INC 183 

Agency:    Herbert  H.  Rozoff  Associates 
Inc. 

UNION    CAMP   CORPORATION  120-121 

Agency:    Gaynor  &  Ducas  Advertising 

UNITED   BUSINESS   SERVICE 

CO.,    INC.  279 

Agency:   The  Silton  Company,  Inc. 

UNITED   STATES   STEEL 

CORPORATION  67 

Agency:   Compton  Advertising,  Inc. 

UNITED    TELECOM     40 

Agency:    Brewer  Advertising  Inc. 

□  UTAH  POWER  &  LIGHT  CO 9 

Agency:   Gillham  Advertising,  Inc. 

THE  VALUE   LINE   CONVERTIBLE 
SURVEY  281 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 

THE  VALUE    LINE    INVESTMENT 

SURVEY  277 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc 

VIRGINIA   DIVISION   OF   INDUSTRIAL 
DEVELOPMENT  142 

Agency:   Webb  &  Athey,  Inc. 

□  THE  WARNER  &  SWASEY  COMPANY  1 

Agency:   The  Griswold-Eshleman 
Company 

;;:     WASHINGTON   INVENTORY  SERVICE      108 

Agency:   Wilson,  Frank  &  Associates 

□  WELLS  FARGO  BANK  21 

Agency:    McCann-Erickson,  Inc. 

□  THE  WILLIAMS  COMPANIES    253 

Agency:    Hood,   Hope  &  Associates,   Inc. 

□  MAX  M.  WILSON  146 

Agency:   Chaparral  Advertising  Agency 

XEROX    CORPORATION     180-181 

Agency:    Needham,  Harper  &  Steers, 
Inc. 

□  YOUNG   RADIATOR  COMPANY  146 

Agency:    Bozell  &  Jacobs,  Inc. 
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I  hOUgntS  . . .  Business  of  Life 


Thank  Cod  every  morning 
when  you  get  up 
that  you  have  something  to  do 
that  day  which  must  be  done, 
whether  you  like  it  or  not. 
Charles  Kingsley 


The  one  mistake  which  is  committed 
habitually  by  people  who  have 
the  gift  of  half -genius, 
is  waiting  for  inspiration. 
Philip  Hamerton 


It  is  not  every  calamity  that 
is  a  curse,  and  early  adversity 
^is  often  a  blessing.  Surmounted 
difficulties  not  only  teach,  but 
hearten  us  in  our  future  struggles. 
James  Sharp 


Enthusiasts  soon  understand 

each  other. 

\Y  vshington  Irving 


Artistic  temperament  is  a  disease 
that  afflicts  amateurs. 
G.K.  Chesterton 


They  can  conquer 
who  believe  they  can. 
Yercil 


He  was  in  love  with  his  work, 
and  he  felt  the  enthusiasm  for  it 
which  nothing  but  the  work 
we  can  do  well  inspires  in  us. 
William  Dean  Howells 


The  road  of  excess  leads 

to  the  palace  of  wisdom; 

for  we  never  know  what  is  enough 

until  we  know  what  is 

more  than  enough. 

William  Bl  \ke 


No  matter  what  a  man's  aims, 
or  resolutions,  or  professions 
may  be,  it  is  by  one's  deeds 
that  he  is  to  be  judged. 
Henry  Ward  Belcher 


It  you  do  the  best  you  can, 
you  will  find,  nine  times  out  of  ten, 
that  you  have  done  as  well  as 
or  better  than  anyone  else. 

\\  ll.I.I  \\l    FE  \  1  HER 


In  all  negotiations  of  difficulty, 
a  man  may  not  look  to  sow 
and  reap  at  once; 
but  must  prepare  business, 
and  so  ripen  it  by  degrees. 
I  i  \\<  is  Bacon 


Have  a  purpose  in  life, 

and  having  it,  throw  into  your  work 

such  strength  of  mind  and  must 

as  Cod  has  given  you. 

Thom  \s  C  mu,\  ii 


First  make  .sure  that  what  you 

aspire  to  accomplish  is 

north  accomplishing,  and  then 

throw  your  whole  vitality  into  it. 

"What's  worth  doing  is  worth 

doing  welt."  And  to  do  anything 

well,  whether  it  be  typing 

a  letter  or  drawing  up  an  agreement 

involving  millions,  we  must  give 

not  only  our  hands  to  the  doing 

of  it,  hut  our  brains,  our  enthusiasm, 

the  best— all— that  is  in  us. 

The  task  to  which  you  dedicate 

yourself  can  never  become  a  drudgery. 

B.C.  Fokbes 


Success  wont  just  ciime  to  you. 
It  has  to  be  met  at  least  half-way, 
Fb  \\k  Tm ger 


Life  without  industry  is  guilt, 
industry  without  ait  is  brutality, 
John  Ruskin 


The  lazy  and  worthless  are  likely 
to  be  tin'  most  amiable. 
Arnold  Glasow 


The  effort  which  I  make 
the  people  are  pleased  to  call 
the  fruit  of  genius.  It  is 
the  fruit  of  labor  and  thought. 
Alexander  Hamilton 


By  different  methods  different 
men  excel,  but  where  is  he 
who  can  do  all  things  well? 
Charles  Churchill 


Consider  the  mosquito— he 

sing,  at  his  work  and  he  keeps 

everlastingly  at  it. 

The  only  way  to  stop  him 

is  to  kill  him. 

J.T.  Fisher 


utive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 

'ut-pagc  hook  at  $9. .95.  Also  \ 
and  Comment  —  the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  57.95.  Send  chechfs) 
to  huh,  ■■  HO  Fifth  Avenue, 
Sen  York,  \.)  10011.  V.Y.  State 
residents,  add  4%-8e&   stdes  tax. 


A  Text  . 


Sent  id  by  Mrs.  John  LaRue,  Memphis, 
Tenn.  What's  your  favorite  text?  The 
IoiIhs  Scrapbook  of  Thoughts  on  the 
Business  of  Lite  is  presented  to  senders 

of  texts  Used 


Lord,   thou    wilt   ordain   peace  for   us: 
for   thou   also   hast    wrought   all   our 
u  orks  in  us. 
[saiah  26:  12 
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Right  down  to  the  last  connection  of  your 
office  phone  system. 

The  finest  telephone  in  the  world  is  useless  by  itself.  To  com- 
municate, it  needs  connections.  Bell  supplies  the  phones  and  the 
connections. 

When  you  come  to  us,  we  are  100%  responsible  for  design, 
P  research  and  development,  supply,  installation,  maintenance,  repair, 
-switching  and  transmission.  Everything. 

Who  else  takes  that  kind  of  end  to  end,  total  responsibility.  We  do. 
We  hear  you. 

Who  knows  more  about  phones  than  the  phone  company 
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If  your  big  computer  can't  give 

somebody  what  he  wants, 
give  him  a  computer  that  can. 


Its  hard  for  one  computer  to  be  all 
things  to  all  people. 

So  if  your  big  computer  can't  do  what 
jlomebody  wants  done,  get  a  small  computer 
to  do  the  job. 

A  Data  General  computer. 

At  Lowe's  Companies  ( a  group  of  1 30 
building  material  stores )  the  central  com- 
puter knew  the  current  prices  and  stock 
levels  of  the  7,000  items  in  stock  at  each 
store.  But  the  salesmen  didn't. 

So  Lowe's  data  processing  management 
put  Data  General  computers  in  their  stores 
to  give  the  salesmen  all  the  information  they 
needed.  Our  computers  cost  a  third  less 
thantheIBM370itwouldhavetakentodo 


the  job.  And  ours  do  the  job  better. 

At  the  end  of  every  day,  our  computers 
automatically  report  to  the  computer 
center  in  the  home  office.  And  by  the  begin- 
ning of  the  next  day,  the  central  computer 
sends  each  store  the  latest  prices  and  new 
stock  information. 

Data  General  computers  not  only  make 
order- taking  easier  and  more  accurate,  they 
also  cut  the  time  needed  to  take  an  order  by 
30%  and  reduce  inventory  carrying  costs, 
pricing  errors,  and  bad  debt  losses. 

RCA  Records  put  our  computers  in  the 
hands  of  their  operating  management  so 
they  could  do  order  processing  and  inven- 
tory control  without  getting  caught  up  in  the 
complications  of  a  big  computer. 

One  of  the  largest  banks  in  the  Northeast 
put  a  Data  General  computer  in  their  trust 
department  to  give  their  portfolio  officers 
access  to  vital  investment  information  in 
their  large  IBM  computer.  And  our  computer 
does  the  job  for  much  less  than  it  cost  for  the 
large  computer  to  do  it  alone. 

So  instead  of  giving  people  reasons  why 
your  big  computer  can't  do  something,  write 
for  our  brochure,  "The  Sensible  Way  to  Use 
Computers!' 

Then  when  somebody  starts  complain- 
ing about  your  computer,  you'll  know  enough 
to  tell  him  where  to  go. 
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NAME 


TITLE 


FIRM 


ADDRESS 


CITY 


STATE 


ZIP 


Data  General,  Dept.G,  Route  9,  Southboro,  Mass.  01  772  (61 7)  485-9100.  Data  General  (Canada)  Ltd.,  Ontario, 
Data  General  Europe,  1 5  Rue  Le  Sueur,  Paris  75116,  France.  Data  General  Australia,  Melbourne  (03)  82- 1  361  /Sydney  (02)  908- 1  366. 


DataGeneral 


How  to  cut  your 
volume  copying 

costs  in  half. 


You're  a  good-sized  operation,  doing 
considerable  copying  volume.  And  you're 
out  to  cut  costs. 

You're  just  the  sort  we  built  our  new 
high-speed  2-sided  copymaker  for.  It'll 
upgrade  your  volume  copying  operation 
at  remarkable  savings! 

The  AM  4875  "Both  Sides  Now" 
Copymaker  is  the  world's  only  high-volume, 
plain-paper  copier  that  prints  both  sides 
in  one  pass! 


You  save: 

50%  on  paper  costs 

50%  on  operator 
time 

Plus— a  significant 
amount  on  postage 
and  filing. 


What's  more,  the  "Both  Sides  Now" 
Copymaker  delivers  the  best  quality 
copies  you're  likely  to  see.  It's 
quality  designed  and  built  to  avoid 
downtime.  It's  very  fast.  And  it's  easy 
to  operate  and  live  with. 


How 
much  of 
your  volume 
copymaking 
costs  could 
you  save  with1 
the  AM  4875 
"Both  Sides 
Now"  Copy- 
maker?  Prob- 
ably half. 
Maybe  more. 
Because  this 
amazing  copymaker  has  many  more 
money-saving  characteristics  than  the 
ability  to  copy  on  both  sides.  Like  reduction 
capability,  and  one-side,  two-color. 

Possibly  you  have  a  lot  of  volume,  but 
not  so  much  multi-page  copying?  Consider 
the  famous  AM  Total  Copy  System— the 
economical  plain-paper  volume  copier  for 
single-side  work. 

For  information,  or  to  arrange  a 
demonstration  of  either  of  these  money- 
saving  volume  copying  systems,  call  your 
nearby  Multigraphics  Sales  Office.  Or 
write:  Dept.  M.,  1800  West  Central  Rd., 
Mt.  Prospect,  111.  60056.       jfo^ 
We  make  you  look  better  on  paper. 

A 
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Malcolm  Comes  To  Mohamed 

For  the  first  time,  last  month  the  Capitali.st  Tool— Forbes  magazine's 
DC-9— touched  down  in  the  very  heart  of  the  Arab  world.  The  plane  car- 
ried President  and  Editor-in-Chief  Malcolm  S.  Forbes  and  a  group  of 
Forbes  people,  including  Publisher  James  Dunn  and  Senior  Editor  James 
Cook.  It  also  carried  several  thousand  copies  of  Forbes  in  Arabic,  our 
company's  first  foreign  publishing  venture.  In  Cairo,  Beirut,  Kuwait  and 
Tangiers,  the  Forbes  party  held  a  series  of  press  conferences  and  recep- 
tions to  introduce  the  new  publication,  and  the  day  after  their  return  to 
the  U.S.  hosted  the  Prime  Minister  of  Tunisia  and  his  party  in  New  York. 

Though  it  reflects  the  same  point  of  view  and  the  same  spirit  of  con- 
structive criticism  that  characterizes  our  domestic  magazine,  Forbes 
in  Arabic  is  not  a  translation  of  the  domestic  Forbes.  It  is  a  magazine 
in  its  own  right,  written  first  in  English,  then  translated  into  Arabic  and 
designed  specifically  for  an  Arab  audience  that  knows  only  slightly  more 
about  American  business  than  the  average  American  knows  about  business 


(L.  to  r.)  Tunisian  Prime  Minister  Hedi  Nouira,  Mrs.  Nouira,  MSF,  Mrs.  Forbes 

in  the  Arab  world.  It  is  intended  to  explain  both  the  mechanics  and  the 
spirit  of  American  business  to  the  people  of  a  different  culture.  The  pub- 
lication is  jammed  with  facts  and  figures  to  help  its  readers  judge  the 
importance  and  quality  of  the  major  U.S.  companies  with  whom  they  may 
happen  to  be  doing  business.  It  offers  American  advertisers  a  means  of 
reaching  one  of  the  few  major  markets  in  the  world  that  is  still  booming. 

Over  a  ten-day  period,  the  Forbes  group  talked  with  hundreds  of  lead- 
ers in  the  Arab  world,  explaining  what  Forbes  in  Arabic  was  designed 
to  achieve.  Its  members  talked  with  political  figures  like  Egypt's  Prime 
Minister  Mamdoh  Salem  and  Lebanon's  Minister  of  National  Economy 
Abbas  Khalaf;  with  journalists  like  Ali  Gammal  and  Moustapha  Amin, 
the  editors  of  Egypt's  two  largest  newspapers;  with  Fuad  Itayim,  pub- 
lisher of  Lebanon's  authoritative  Middle  East  Economic  Survey;  with  Dr. 
Cecil  K.  Byrd,  president  of  the  American  University  in  Cairo,  and  George 
Hakim,  vice  president  of  the  American  University  in  Beirut;  with  Wahid 
E.  Badr,  a  director  of  Egypt's  Misr  Bank,  and  Mohamed  Al-Sharekh,  head 
of  Kuwait's  booming  Industrial  Bank. 

They  talked  under  machine  guns  and  tanks  in  strife-torn  Beirut,  and 
shivered  in  the  mistral  in  Morocco.  They  fought  the  traffic  jams  of  20- 
year-old  Kuwait,  with  its  glass  and  concrete  skyscrapers,  and  choked  on 
the  dust  of  ancient  Cairo,  with  its  clash  and  contrasts  of  cultures.  And  the 
prospect  of  war?  Nobody  wanted  it,  but  nobody  was  sure  a  war  wouldn't 
break  out  anyway. 

In  such  a  climate,  Forbes  in  Arabic  stands  as  an  instrument  for  peace 
and  mutual  understanding.  The  magazine  is  now  being  delivered  to  nearly 
25,000  of  the  Middle  East's  most  influential  citizens  in  18  Arabic  countries.  ■ 
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■  >h,  r  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy+ny  of 
these  Securities.  The  offer  is  made  only  by  the  Prospectus. 


$300,000,000 

Texaco  Inc. 


8%%  Debentures  Due  2005 


Interest  payable  May  1  and  November  1 


Price  99V4%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  lavs  of  such  State. 


MORGAN  STANLEY  &  CO. 

incorporated 


DILLON,  READ  &  CO.  INC.      THE  FIRST  BOSTON  CORPORATION      COLDM  IV.  S  U  IIS  &  CO. 


MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 


SM.OMON  BROTHERS 


BLYTH  EASTMAN  DILLON  &  CO.     DREXEL  BVRNHAM  &  CO.     HALSEY.  STI  ART  &  CO.  INC. 

Incorporated  incorporated  \f  filiate  of  liache  &  Co. Incorporated 


HORNBLOWER  &  WEEKS-HEMPNILL,  NOYES 

Incorporated 


KIDDER,  PEABODY  &  CO. 

Incorporated 


LEHMAN  BROTHERS 

Incorporated 


PAINE,  WEBBER.  JACKSON  &  CI'RTIS 

Incorporated 


KCHN.LOEH  &  CO. 


E.  F.  Ill  JTT0N  &  CO  MP  \NY  INC. 


LAXARD  FRERES  &  CO. 


LOEB,  RHOADES  &  CO. 


REYNOLDS  SECURITIES  INC 


SMITH,  BARNEY  &  I  0 

tnrnrporated 


WERTHEIM  &  CO.,  INC. 


WHITE,  WELD  &  CO. 

Incorporated 


DEAN  WITTER  &  CO.  HARRIS,  CPU  AM  «t  CO.  WARBI  RC  PAMPAS  BECKER  INC. 

Incorporated  Incorporated 

May  7,  1975. 


Readers  Say 


Last  Laugh 

Sir:  I  was  delighted  to  see  in  your 
article  on  helicopters  (May  1)  the 
statement:  "Little  was  right.  Forbes 
was  wrong,"  concerning  Textron 's 
1960  acquisition  of  Bell  Helicopter. 
Textron  made  the  purchase  in  a 
wholly-owned  subsidiary.  Textron  put 
<  only  $16  million  of  its  own  capital  in- 
to the  sub  and  arranged  another  $16 
million  from  Bell's  and  Textron's  banks 
on  a  short-term  line  of  credit  without 
Textron's  guarantee.  In  addition,  of 
course,  our  timing  was  perfect. 

—Royal  Little 
Providence,  R.I. 

Misleading  Headline? 

Sir:   Your  story  on  Boise  Cascade 
(May  15)    carried  the  headline  "Re- 
vival  Or   Relapse?"  To  pose  such   a 
question    about    a    company    that,    in 
your  own  words,  has  a  "manageable" 
debt    load,    a    "respectable"    balance 
sheet   and   had   "record   earnings"   in 
1973  and  1974  is  misleading.  Given 
the  state  of  the  economy,  Boise  Cas- 
cade does   not  expect  to  match  last 
year's  performance  in  1975,  but,  then, 
neither  do  other  forest  products  com- 
panies or  most  other  U.S.  companies. 
—John  B.  Fery 
President  and  CEO, 
Boise  Cascade  Corp. 
Boise,  Idaho 

Wall  Street   was  asking  the  r///<  .s 
lion,  the  article  govt    the  aiisucr—  re- 
vival, not  relapse— Ed. 

Handy  Pants 

Sin:  Re  your  remarks  about  pants 
thai  come  without  l>elt  loops  (Fact  ir 
Comment,  May  I).  I  guess  pants 
makers  figure   that  older  men's  hands 

are  best  occupied  holding  up  their 
trous< 

—Evan  S.  \i  i  s<>\ 
lion  Mountain,  Mich. 

Who  Really  Benefits? 

Sin:  Re  yOUl  article  "Oil  Depletion: 
Diminished  But  Far  From  Dead" 
|  May    I  ) .    I    disagree    that    the    main 

benefactor  will  be  the  medium  sized 

independent,    whom    yon    deseiilx 

usually  a  very  wealthy  individual.  In 
Fact,  man)  oi  these  Individuals  ahead) 
have  mora  than  2,000  barrels  pei  da) 
in   production  and   ha\  e  absolutel)    110 

incentive  to  invesl  in  new  drilling  ven 

hues  since  the)  aie  already  Using  all 
the   depletion    allowed.    The    vast    m.i 

jority   oi    independent    oil    produ< 

have  Ear  less  than    100  hands  pei   d.n 

of  oil  production.   Depletion  loss  fbi 
(Continued  on  page  7s  \ 
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Swissair 
has  more  flights  from 
the  US.  to  Switzerland 
than  any  other  airline. 

And  every  one  is  a  747 or  a  DC-1 0. 


747%  FROM  NEW  YORK  TO  GENEVA  AND  ZURICH 

Leaves 
New  York 

Arrives 

Geneva 

(Non  Stop) 

Arrives 

Zurich 

(Direct  Flight) 

Monday* 

8:50  RM. 

9:10  A.M. 

10:40  A.M. 

Tuesday 

8:50  P.M. 

9:10  A.M. 

10:40  A.M. 

Wednesday 

8:50  P.M. 

9:10  A.M. 

10:40  A.M. 

Thursday 

7:10  P.M. 

7:30  A.M. 

9:00  A.M. 

Friday 

8:50  P.M. 

9:10  A.M. 

10:40  A.M. 

Saturday 

7:10  P.M. 

7:30  A.M. 

9:00  A.M. 

Sunday 

7:10  P.M. 

7:30  A.M. 

9:00  A.M. 

*From  June  15-Sept.  14,  Mon.  schedule  same  as  Thurs.,  Sat.,  Sun. 


747's  FROM  NEW  YORK  TO  ZURICH  (NON  STOP) 

Leaves 
New  York 

Arrives 
Zurich 

Monday** 

10:05  P.M. 

10:40  A.M. 

Tuesday 

- 

Wednesday 

Thursday 

10:05  P.M. 

10:40  A.M. 

Friday 

Saturday 

10:05  P.M. 

10:40  A.M. 

Sunday 

10:05  P.M. 

10:40  A.M. 

DC-10%  FROM  BOSTON  TO  ZURICH  (NON  SI  OP) 

Leaves 
Boston 

Arrives 
Zurich 

Monday 

10:45  P.M. 

10:50  A.M. 

Tuesday 

Wednesday 

10:45  P.M. 

10:50  A.M. 

Thursday 

10:45  P.M. 

10:50  A.M. 

Friday 

10:45  P.M. 

10:50  A.M. 

Saturday 

10:45  P.M. 

10:50  A.M. 

Sunday* 

10:45  P.M. 

10:50  A.M. 

*From  June  15-Sept.  14  only. 

DC-lOfc  FROM  CHICAGO  TO  ZURICH  (ONE  STOP) 

Leaves 
Chicago 

Arrives 
Zurich 

Monday 

6:45  P.M. 

10:50  A.M. 

Tuesday 

Wednesday 

6:45  P.M. 

10:50  A.M. 

Thursday 

6:45  P.M. 

10:50  A.M. 

Friday 

6:45  P.M. 

10:50  A.M. 

Saturday 

6:45  P.M. 

10:50  A.M. 

Sunday* 

6:45  P.M. 

10:50  A.M. 

**From  June  15-Sept.  14  only. 


*From  June  15-Sept.  14  only. 

Schedules  effective  through  September  14. 


Swissair  is  the  only  airline  offering  you  wide-bodied,  DC- 10  and  747  service  from 

New  York,  Boston  and  Chicago  to  Geneva  or  Zurich,  the  center  of  Europe.  With  flights 

leaving  in  the  late  afternoon  after  working  hours.  So  you  arrive  in  Switzerland  the  next 

morning  ready  to  do  your  business,  having  been  pampered  with  that  famed  Swiss  service 

all  the  way  across.  And  once  you're  in  Switzerland,  Swissair  has  convenient  connections  to  the 

major  cities  of  Western  and  Eastern  Europe,  the  Mid  East,  Africa  and  Asia. 

For  reservations  and  information  call  your  travel  agent  or  local  Swissair  office. 
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LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•  •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505—623-0507 


FIGHT  INFLATION 
SPRAY  YOUR  OWN  ROOF 


Save  the  exorbitant  cost  of  outside  contrac- 
tors. The  Randustrial®  Do-lt-Yourself  Roof 
Spray  Process  lets  your  men  do  the  work  using 
our  equipment  and  proven  procedures.  Don't 
lose  valued  employees  by  laying  them  off 
while  things  are  slow.  Let  them  spray  your 
roof  and  save.  Free  64  page  1 975  Roofing  and 
Maintenance  Catalog  gives  the  details. 


NAME- 
TITLE 

COMPANY. 
ADDRESS. 
CITY 


STATE.  ZIP. 
TEL.  NO 


I 


area  code        number 


PandustWal 


Randustrial 


orporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave.  Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


Trends  &Tangents 


Foreign 


Sober  Love 

Candy  may  still  be  dandy  but 
liquor  isn't  quicker  anymore,  or  so 
Britain's  Advertising  Standards  Au- 
thority would  like  Englishmen  to 
think.  Its  tightened  code  of  ethics 
now  discourages  any  association  be- 
tween liquor  and  sex  in  advertising. 
Even  some  British  brewers  cooperated 
with  the  Authority  and  the  Depart- 
ment of  Health  in  spearheading  the 
campaign  to  sterilize  the  billboards. 
Said  a  spokesman:  "We  are  not  try- 
ing to  be  wet  blankets,  but  standards 
must  be  observed."  Of  course,  Britons 
have  ample  other  reasons  to  drink 
these  days. 


Business 


A  Place  In  The  Sun 

The  sunshine  that  marks  so  many 
of  the  world's  arid  areas  now  shows 
promise  of  becoming  a  tangible  asset. 
Holland's  Philips'  Lamp  and  a  French 
laboratory  have  designed  an  experi- 
mental pump  to  run  on  solar  energy. 
In  an  area  with  3,000  hours  of  sun- 
shine a  year,  it  could  pump  from  a 
depth  of  50  feet  about  175,000  cubic 
feet  of  water  annually,  enough  for 
nearly  two  acres  of  corn  or  orchard. 

Old  Is  Better 

Though  prices  in  the  international 
art  market  have  been  pinched  by  re- 
cession in  the  world's  collecting  capi- 
tals (Forbes,  Oct.  1,  1974),  no  such 
trend  has  yet  appeared  in  fine  an- 
tiques. In  fact,  auction  and  dealer 
tickets  for  the  few  superlative  pieces 
offered  continue  to  hit  new  highs,  par- 
ticularly for  Americana.  Masterpiece 
18th-century  American  furniture  is 
becoming  such  an  expensive  rarity  as 
to  be  limited  to  museums.  Interna- 
tional interest  in  American  folk  art  is 
also  helping  to  boost  prices.  Antique 
Monthly  magazine  reports  a  Swiss  ex- 
hibition of  American  quilts  sold  out  at 
prices  ranging  from  $1,500  to  $2,500; 
in  New  York  the  same  quilts  would 
have  brought  only  $650  to  $800. 

Corporate  Social  Impact 

As  recent  hearings  show,  even  the 
Securities  &  Exchange  Commission  is 
getting  interested  in  whether  pub- 
licly held  companies  should  he  re- 
quired to  report  on  their  social  im- 
pact. The  biggest  problem  is  mea- 
surement. In  areas  like  air,  water  and 
land  pollution,  as  well  as  employment 
practices    covering    recruitment    and 


promotion  of  minorities  and  women, 
where  federal  regulations  require  the 
keeping  of  data,  reporting  procedures 
are  relatively  sophisticated.  But  in 
other  fields,  such  as  health,  product 
safety,  energy  conservation  and  com- 
munity impact,  the  picture  is  much 
fuzzier.  A  task  force  of  the  Ameri- 
can Institute  of  Certified  Public  Ac- 
countants supported  the  development 
of  techniques  for  gathering  and  re- 
porting information  in  these  areas. 
But  an  AICPA  spokesman  (Price 
Waterhouse  partner  Arthur  B.  Toan 
Jr.)  warned,  "It  is  unlikely  that  a 
system  for  reporting  social  informa- 
tion would  achieve  the  present  state 
of  financial  accounting." 

Project  Dust  Storm 

Residents  in  11  states  of  the  Mid- 
west have  been  asked  to  collect  hail- 
stones and  store  them  in  their  home 
freezers  for  pickup  by  the  National 
Center  for  Atmospheric  Research. 
Hail  storms  caused  more  than  $600 
million  damage  to  wheat,  corn  and 
other  crops  last  year,  and  the 
NCAR  wants  samples  to  analyze  for 
windborne  dust,  which  it  feels  plays 
a  part  in  the  formation  of  severe 
storms.  Since  hailstones  may  be  as 
large  as  walnuts,  collectors  are  ad- 
vised to  wear  football  or  motorcycle 
helmets  as  protective  headgear.   ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
□  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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WE  ARE NOW 

INSURING 
MULTINATIONAL 

or  iqinfcc  in 

ID  AN 

ItvrVll 


Together  with  Iran  America  International  Insurance 
Company- 
American  International  Underwriters  is  pleased  to 
announce  its  readiness  to  provide  general  insurance 
as  well  as  group  life  and  benefits  programs  to  com- 
panies operating  in  Iran. 

Here  you  are  assured  of  the  same  outstanding 
service  that  Aid  offers  in  over  135  other  countries  and 
territories— and  for  the  same  reasons. 

Wherever  it  goes,  Aid  has  on-the-scene  experts 
who  understand  insurance— and  possess  a  deep  famil- 
iarity with  the  characteristics  and  challenges  of  the 
particular  country  they're  in. 

A  depth  of  talent,  first-rank  engineering  capacity, 
and  a  proven  track  record  with  many  of  the  leading 
multinational  companies  of  the  world:  All  this,  you 
can  expect  in  Iran— with  the  AlU-lran  America  team. 
For  additional  facts  about  this  new  service,  please 
mail  the  coupon  today. 


American 
International 
Underwriters 
Corporation 


Iran  America    -^2\ 
International  fa&ji 
Insurance    V<t\« 
Company 


'ai\a^ 


Dept.  FB065, 102  Maiden  Lane,  New  York,  NY  10005,  U.S.A. 

Please  send  me  more  information  about  your  services  and  programs 
for  multinational  companies  operating  in  Iran. 

Ma  me 


Title_ 


(please  print) 


Company- 
Telephone- 
Address 


City_ 


_State_ 


-Zip. 


ffl> 


Member  Companies  of 
American  International  Group 


Crane's  Deming  pumps  at  work  for  LTV  Aerospace  Corporation. 

When  it  comes  to  beating  pollution, 
Crane  keeps  it  moving* 


When  LTV  Aerospace  set  out  to  add  a  new  $2.5 
miliion  pollution  abatement  system  to  augment 
its  existing  facility  in  Dallas,  Texas,  it  faced  some 
formidable  problems. 

Producing  aircraft  at  this  314-acre  manu- 
facturing complex  also  produces  a  multitude  of 
industrial  wastes:  oils,  paint  particles  and  thin- 
ners, photo  chemicals,  water-soluble  dyes,  salts 
and  chromic,  hydrochloric  and  sulphuric  acids,  to 
name  a  few.  To  collect  these  wastes,  transfer 
them  from  one  treatment  stage  to  the  next,  meter 
fluids  and  feed  chemicals  into  the  various  treat- 
ment stages  required  85  pumps. 


The  engineers  selected  Crane's  Deming 
pumps.  For  good  reason.  Within  the  broad  Deming 
line  were  the  different  types  of  pumps  needed  to 
meet  a  variety  of  critical  service  conditions. 

Today  this  new  pollution  system  is  handling 
two  million  gallons  a  day,  and  can  be  increased  to 
three  million  gallons  a  day  when  needed. 

Deming  pumps:  for  demanding  industrial 
and  municipal  jobs.  From  Crane,  leaders  in  prod- 
ucts and  technologies  essential  to  the  nation's 
energy  and  environmental  programs.  For  infor- 
mation contact:  Crane  Co.,  Dept.  AD,  300  Park 
Avenue,  New  York,  New  York  10022. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


WHATEVER  BECAME  OF 

Nelson  Rockefeller?* 


INCOMPREHENSIBLE,   AND 

Remember,  almost  two  years  ago,  the  Arab  oil  embargo 
and  how  it  sent  this  nation's  economy  reeling?  how  we'd 
queue  up  in  the  wee  hours  of  the  morning  to  get  two  or 
three  gallons  of  gas  before  the  station  ran  out  soon  after 
opening?  Remember  the  sense  of  alarm  and  sense  of  frus- 
tration and  shame  that  the  U.S.  could  be  so  quickly 
hobbled,  so  quickly  humbled  by  a  handful  of  sheiks?  Re- 
member the  rhetoric  from  the  Capitol  about  "Never 
Again!,"  about  programs  for  U.S.  energy  independence? 

No  one  seems  to. 

Since  that  stark,  sobering  blow  to  our  national  solar 
plexus,  we've  not  merely  done  virtually  nothing  to  lessen 
our  dependency— we've  done  much  to  increase  our  de- 
pendency on  the  will  and  whims  of  an  OPEC  handful. 
Oil  production  in  the  U.S.  has  declined  steadily.  And  now 
we  are  importing  nearly  40%  of  the-oil  we  need  vs.  37% 
we  were  then  importing. 

We'll  be  making  it  far  more  expensive  to  dig  coal  and, 
rightly  or  wrongly,  are  making  strip  mining  more  legally 


INCREDIBLY  DANGEROUS 

difficult  and  more  expensive  than  ever. 

The  Congress  has  whacked  the  Big  Oil  Companies' 
profits  with  an  estimated  $1.5  billion  in  added  taxes— mon- 
ey which  would  have  gone  to  seeking  more  energy.  Exist- 
ing nuclear  power  plants  have  developed  technical  prob- 
lems while  additional  ecological  barriers  have  been  raised, 
and  the  utilities  can  raise  no  money  to  finance  new 
plants. 

Little's  been  done  to  transform  wind,  sun  and  sea  to 
energy.  Meantime  we're  wasting  heat,  gas  and  light  at  the 
same  reckless  pace. 

In  almost  every  possible  way,  shape  and  form,  we've 
spent  the  time  since  the  last  embargo  madly  multiplying 
the  crippling  effects  that  will  result  from  the  next  one. 

A  while  ago  former  Israeli  Foreign  Minister  Abba 
Eban  asked  in  a  speech,  "Does  America  want  to  cele- 
brate it's  200th  Anniversary  next  year  as  a  dependency 
of  Kuwait?" 

Judging  by  our  actions  to  date,  the  answer  is  Yes. 


ITALY'S   MIRACULOUS   SURVIVAL 


You  may  recall  reading  here  (Nov.  15,  1974)  the  spright- 
ly responses  of  our  favorite  Italian  entrepreneur,  Alejandro 
De  Tomaso,  to  my  queries  about  his  country's  imminent 
bankruptcy:  "Sure,  theoretically  speaking  we're  bankrupt 
—but  that  certainly  makes  no  difference  in  business  or 
our  daily  lives." 

The  other  day  he  was  here  and  I  asked  about  Italy's 
miraculous  survival,  it's  recovery  from  the  brink— a  re- 
covery for  which  there  is  no  visible  rationale. 


"Malcolm,  we  had  a  meeting  of  the  government  and 
leading  Italian  businessmen  a  few  months  ago,  and  our 
politicians  wanted  to  know  what  they  should  do  to  save 
the  country  and  all  of  us  from  bankruptcy. 

"We  kept  telling  them  to  do  nothing,  to  leave  the  econ- 
omy alone.  They  didn't  want  to  take  our  advice,  but  the 
government  was  unable  to  form  or  implement  an  emer- 
gency program  to  save  Italy. 

"So  Italy  was  saved." 


TWA  LOSES   A-LOFTY  ALOOFNESS 


It  was  not  very  long  ago,  when  Pan  Am  first  went  on 
the  fiscal  rocks,  that  TWA,  not  yet  in  equally  desperate 
straits,  took  a  somewhat  myopically  aloof  attitude  to- 
*For  President  Ford's  observation  on  this  observation,  see  page  17. 


ward  the  situation.  And  now  that  their  exchequer  is  as 
nearly  belly  up  as  Pan  Am's,  they  might  find  it  harder  to 
find  a  sheik  than  Pan  Am  did  to  find  a  shah. 
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Crane's  Deming  pumps  at  work  for  LTV  Aerospace  Corporation. 

When  it  comes  to  beating  pollution, 
Crane  keeps  it  moving. 


When  LTV  Aerospace  set  out  to  add  a  new  $2.5 
million  pollution  abatement  system  to  augment 
its  existing  facility  in  Dallas,  Texas,  it  faced  some 
formidable  problems. 

Producing  aircraft  at  this  314-acre  manu- 
facturing complex  also  produces  a  multitude  of 
industrial  wastes:  oils,  paint  particles  and  thin- 
ners, photo  chemicals,  water-soluble  dyes,  salts 
and  chromic,  hydrochloric  and  sulphuric  acids,  to 
name  a  few.  To  collect  these  wastes,  transfer 
them  from  one  treatment  stage  to  the  next,  meter 
fluids  and  feed  chemicals  into  the  various  treat- 
ment stages  required  85  pumps. 


The  engineers  selected  Crane's  Deming 
pumps.  For  good  reason.  Within  the  broad  Deming 
line  were  the  different  types  of  pumps  needed  to 
meet  a  variety  of  critical  service  conditions. 

Today  this  new  pollution  system  is  handling 
two  million  gallons  a  day,  and  can  be  increased  to 
three  million  gallons  a  day  when  needed. 

Deming  pumps:  for  demanding  industrial 
and  municipal  jobs.  From  Crane,  leaders  in  prod- 
ucts and  technologies  essential  to  the  nation's 
energy  and  environmental  programs.  For  infor- 
mation contact:  Crane  Co.,  Dept.  AD,  300  Park 
Avenue,  New  York,  New  York  10022. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


WHATEVER  BECAME  OF 

Nelson  Rockefeller?* 


INCOMPREHENSIBLE,   AND 

Remember,  almost  two  years  ago,  the  Arab  oil  embargo 
and  how  it  sent  this  nation's  economy  reeling?  how  we'd 
queue  up  in  the  wee  hours  of  the  morning  to  get  two  or 
three  gallons  of  gas  before  the  station  ran  out  soon  after 
opening?  Remember  the  sense  of  alarm  and  sense  of  frus- 
tration and  shame  that  the  U.S.  could  be  so  quickly 
hobbled,  so  quickly  humbled  by  a  handful  of  sheiks?  Re- 
member the  rhetoric  from  the  Capitol  about  "Never 
Again!,"  about  programs  for  U.S.   energy  independence? 

No  one  seems  to. 

Since  that  stark,  sobering  blow  to  our  national  solar 
plexus,  we've  not  merely  done  virtually  nothing  to  lessen 
our  dependency— we've  done  much  to  increase  our  de- 
pendency on  the  will  and  whims  of  an  OPEC  handful. 
Oil  production  in  the  U.S.  has  declined  steadily.  And  now 
we  are  importing  nearly  40%  of  the-oil  we  need  vs.  37% 
we  were  then  importing. 

We'll  be  making  it  far  more  expensive  to  dig  coal  and, 
rightly  or  wrongly,  are  making  strip  mining  more  legally 


INCREDIBLY  DANGEROUS 

difficult  and  more  expensive  than  ever. 

The  Congress  has  whacked  the  Big  Oil  Companies' 
profits  with  an  estimated  $1.5  billion  in  added  taxes— mon- 
ey which  would  have  gone  to  seeking  more  energy.  Exist- 
ing nuclear  power  plants  have  developed  technical  prob- 
lems while  additional  ecological  barriers  have  been  raised, 
and  the  utilities  can  raise  no  money  to  finance  new 
plants. 

Little's  been  done  to  transform  wind,  sun  and  sea  to 
energy.  Meantime  we're  wasting  heat,  gas  and  light  at  the 
same  reckless  pace. 

In  almost  every  possible  way,  shape  and  form,  we've 
spent  the  time  since  the  last  embargo  madly  multiplying 
the  crippling  effects  that  will  result  from  the  next  one. 

A  while  ago  former  Israeli  Foreign  Minister  Abba 
Eban  asked  in  a  speech,  "Does  America  want  to  cele- 
brate it's  200th  Anniversary  next  year  as  a  dependency 
of  Kuwait?" 

Judging  by  our  actions  to  date,  the  answer  is  Yes. 


ITALY'S  MIRACULOUS   SURVIVAL 


You  may  recall  reading  here  (Nov.  15,  1974)  the  spright- 
ly responses  of  our  favorite  Italian  entrepreneur,  Alejandro 
De  Tomaso,  to  my  queries  about  his  country's  imminent 
bankruptcy:  "Sure,  theoretically  speaking  we're  bankrupt 
—but  that  certainly  makes  no  difference  in  business  or 
our  daily  lives." 

The  other  day  he  was  here  and  I  asked  about  Italy's 
miraculous  survival,  it's  recovery  from  the  brink— a  re- 
covery for  which  there  is  no  visible  rationale. 


"Malcolm,  we  had  a  meeting  of  the  government  and 
leading  Italian  businessmen  a  few  months  ago,  and  our 
politicians  wanted  to  know  what  thev  should  do  to  save 
the  country  and  all  of  us  from  bankruptcy. 

"We  kept  telling  them  to  do  nothing,  to  leave  the  econ- 
omy alone.  They  didn't  want  to  take  our  advice,  but  the 
government  was  unable  to  form  or  implement  an  emer- 
gency program  to  save  Italy. 

"So  Italy  was  saved." 


TWA  LOSES   A-LOFTY  ALOOFNESS 


It  was  not  very  long  ago,  when  Pan  Am  first  went  on 
the  fiscal  rocks,  that  TWA,  not  yet  in  equally  desperate 
straits,    took   a   somewhat   myopically   aloof   attitude   to- 

*For  President  Ford's  observation  on  this  observation,  see  page  17. 


ward  the  situation.  And  now  that  their  exchequer  is  as 
nearly  belly  up  as  Pan  Am's,  they  might  find  it  harder  to 
find  a  sheik  than  Pan  Am  did  to  find  a  shah. 
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VERY   EXCITING  PEDESTRIAN  THINKING 


Recently  two  great  ideas  have  been  suggested  for  peo- 
ple who  walk,  or  who  would  like  to,  or  have  to,  or  should— 
which  covers  us  all,  I  guess. 

One  suggestion,  which  would  wonderfully  affect  all  the 
country,  is  from  the  Citizens  Advisory  Committee  on 
Environmental  Quality.!  They  urge  that  abandoned  and 
unused  railroad  tracks  be  turned  into  trails  that  can  be 
used  for  "walking,  biking,  jogging,  horseback  riding,  cross- 
country skiing  and  backpacking. 

"The  roadbeds  traverse  a  variety  of  landscapes  and 
many  are  scenic  routes  passing  through  picturesque  tun- 
nels or  over  bridges.  The  lines'  abandoned  station  houses 
can  be  utilized  as  hostels  or  trail  headquarters. 

"Once  the  right-of-way  is  acquired,  the  actual  con- 
struction of  a  trail  is  a  relatively  simple  matter.  The 
roadbed  is  already  in  place,  needing  only  the  removal  of 
ties  and  rails,  followed  by  the  laying  of  a  suitable  surface." 

As  this  Presidential  Advisory  Committee  points  out, 
there  are  about  200,000  miles  of  railroad  lines  no  longer 
being  used  and  most  of  them  are  probably  available  at 
little  or  no  cost. 

tFrom  Rails  to  Trails,  $1.50,  Superintendent  of  Documents,  U.S. 
Government  Printing  Office,  Wash.,   D.C.   20402. 


The  other  proposal  pertains  to  one  of  the  most  famous 
avenues  in  the  world— New  York's  Park  Avenue.  In  a  new 
book,  The  Pedestrian  Revolution*  the  authors  comment: 
"The  'park'— islands  of  green  in  the  middle  of  eight  lanes 
of  traffic— provides  the  pedestrian  with  not  much  more 
than  a  place  of  refuge  between  traffic  lights.  If  these  20- 
foot  wide  planting  beds-  were  removed  and  the  space 
added  to  one, of  the  present  15-foot  sidewalks,  the  result 
would  be  a  major  promenade  35  feet  wide  with  no  re- 
duction in  the  traffic  capacity  of  the  street. 

"Rows  of  trees  could  be  planted.  Office  workers  and 
strollers  could  relax  on  benches.  .  .  ."  Placed  on  the  west 
side  of  the  avenue,  the  promenade  would  "receive  more 
total  hours  of  sunlight  during  the  year  than  the  east  side. 
Yet,  in  the  summer,  the  west  sidewalk  is  in  the  shade  in 
the  late  afternoon  when  the  sun  is  at  its  hottest." 

Both  ideas  could  turn  present  liabilities  into  treasures 
for  present  and  future  generations  of  Americans. 

Wouldn't  turning  abandoned  tracks  into  walkways  make 
a  splendid  Bicentennial  project,  a  fabulous  200th  birth- 
day present  from  and  to  us  all? 

*The  Pedestrian  Revolution;  Streets  Without  Cars,  by  Simon  Breines 
and  William  J.   Dean;   paper.  Vintage  Books,   New  York;  $3.95. 


SORRY,  FOLKS 

I  have  it  on  good  authority  that  Vitamin  E  in  quan- 
tity doesn't  do  the  principal  thing  gobblers  gobble  it  for. 
Shucks. 

REMEMBER  25  YEARS  AGO  WHEN  MOVIEMAKERS 


waged  a  campaign  with  all-out  Hollywood  hoopla  de- 
claring that  "movies  are  better  than  ever!"? 

They  weren't,  of  course.  They  were  as  silly,  sappy  and 
crappy  as  ever.  But  the  studios  hoped  that  trumpeting 
a  baseless  slogan  could  hypo  attendance,  just  as  cosmetics 
and  publicity  could  make  a  Star. 

Today,  though,  that  old  slogan  has  validity.  Many  more 
movies  are  better  than  ever.  There  are  lots  of  good,  or 
challengingly  bad,  or  exciting,  or  enlightening  films  around. 
Like  The  Great  Waldo  Pepper,  a  hero  who  missed  his 


time  but  made  his  own;  Shampoo,  hilarious  pornography 
but  not  without  point,  mood  and  moral;  Stavisky,  spec- 
tacular defrauder  of  the  Thirties,  with  his  like  turning  up 
quite  frequently  today,  nearly  40  years  later.  And  there's 
Godfather  II  and  Amarcord  and  Towering  Inferno  and 
lots  of  others. 

What's  most  heartening,  too,  is  how  much  money  Hits 
can  make;  how  often  good  ones  don't  cost  a  mint  to 
make;  and  how  many  far  smaller,  far  more  comfortable 
new  cinemas  there  are  to  show  them  in. 


WHACK  THE  COMPUTER  TAMER 

Forbes'  publisher,  James  Dunn,  received  this  letter  from      behind  it  or  use  it  as  an  excuse  for  the  human  errors  to 


the  Plaza  Hotel: 

"Please  pray  for  us. 

"On  the  first  of  January  of  this  year  we  converted  our 
Accounts  Receivable  system  to  Electronic  Data  Processing. 
In  other  words,  we  have  surrendered  to  a  computer. 

"However,  we  are  determined  to  have  the  most  personal 
computer  yet  employed  and  have  vowed  never  to  hide 

SERVILITY 

Antithesis  of  sincerity. 


12 


which  we  are  all  subject.  .  .  . 

"If  you  have  any  difficulty  at  all,  please  call  Ms.  D.i\  is. 
She  reports  to  me  and  I  whack  the  computer. 

(signed)  William  E.  Pringle, 
Computer  Tamer" 

The    salutation    on    Mr.    Dunn's    Idler    was    "Dear    Mr. 
Donn:" 

FAMILIARITY 

breeds, 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Nix  Mix  of  Girls 

And  Pinballs 

KUWAIT-Closing  down  of  [pin- 
ball  machine  parlors]  was  yesterday 
recommended  by  a  joint  Ministeries 
committee. 

The  committee  found  it  necessary 
to  protect  the  youths'  health  and 
morals.  The  recommendation  was 
reached  following  a  fact-finding  field 
inspection  of  25  halls  representing  half 
the  number  in  Kuwait. 

In  its  report  of  findings,  the  com- 
mittee observed  that  such  halls  have 
become  the  meeting  place  of  delin- 
quents and  demoralized  youths.  Some 
halls  resorted  to  the  introduction  of 
female  elements  to  encourage  the 
youths. 

—Kuwait  Daily  News. 

New  York's  Budget  Crisis 

.  . .  Mr.  Rose  pointed  out  that  the 
New  York  delegation  had  voted  2  to 
1  yesterday  against  the  emergency 
farm  bill,  adding:  "It  takes  a  great 
deal  of  arrogance  or  insensitivity,  or 
maybe  even  that  New  York  quality 
of  chutzpah,  to  vote  against  helping 
the    nation's    farmers    and    then    ask 


those  of  us  who  represent  rural  areas 
to  subsidize  the  subway  riders  in  New 
York  City.  Some  of  our  colleagues 
apparently  haven't  learned  that  the 
nation's  economic  woes  are  not  lim- 
ited by  the  Hudson  River  and  the 
Long  Island  Expressway." 

—Representative  Charles  Rose 

(Dem.,  N.C.) 
#     #     * 

I  tell  you,  if  I  were  the  Mayor  I'd 
close  every  hospital  and  every  police 
station  in  every  Republican  district  in 
the  city. 

—Councilman  Matthew  J.  Troy 

(Dem.,  New  York  City) 

New  York  Times. 

No  New  Studies  Needed 

Does  anybody  remember  the  Paley 
Report?  Almost  a  quarter  of  a  cen- 
tury ago  it  warned:  "Domestic  crude 
production  is  still  far  from  the  end  of 
the  road,  but  even  under  fairly  op- 
timistic assumptions  it  cannot  keep 
pace  with  rising  domestic  needs  up  to 
1975." 

The  study  recommended  that  the 
U.S.  start  immediately  on  a  program, 
encouraged  by  Government,  to  in- 
crease oil  exploration  and  production, 


and  get  moving  on  developing  pe- 
troleum substitutes  and  synthetics, 
coal  and  other  energy  sources.  Other- 
wise, it  said,  we  would  be  dangerously 
dependent  on  foreign  oil  by  1975. 

So  here  it  is— 1975— and  we  are 
now  importing  two  of  every  five  bar- 
rels of  oil  used  in  this  country.  If 
you're  curious  why  we're  in  this  situa- 
tion, and  what  thoughtful  men  said 
should  have  been  done  to  prevent 
it,  you'll  find  it  all  in  the  Paley  Re- 
port of  1952— if  you  can  locate  a  copy 
under  all  the  dust. 

—Howard  Flieger, 
U.S.  News  ir  World  Report. 

Meanness  Remembered 

No  one  remembers  benign  critics. 
Mean  critics  last  longer.  People  only 
remember  lines  like,  "I've  knocked 
everything  in  this  musical  but  the 
chorus  girls'  knees,  and  God  anti- 
cipated me  on  that  one." 

—Lyricist  Fred  Erb  in  W. 

Parade  Suggestion 

If  they  really  want  to  honor  the 
soldiers,  why  don't  they  let  them  sit 
in  the  stands  and  have  the  people 
march  by?  —Will  Rogers. 


The  U.S.  suffered  scores  of  cas- 
ualties in  rescuing  a  ship  and  a 
crew  of  39  that  might  conceivably 
have  been  recovered  by  patient, 
tactful  diplomacy.  Was  the  exer- 
cise worth  the  price? 

The  answer  is  yes,  and  the  rea- 
son for  it  is  North  Korea. 

North  Korea  is  a  formidable 
military  power  capable  of  waging 
an  all-out  war  against  South  Korea 
for  several  months  with  little  or  no 
help  from  Russia  and  China. 

The  North  Koreans  apparently 
think  that  the  time  is  ripe  to  ab- 
sorb their  southern  neighbor  by 
overt  force.  They've  tried  infiltra- 
tion and  subversion  over  the  years, 
and  that  hasn't  worked.  China  and 
Russia  don't  want  such  a  war,  but 
events  in  recent  years  have  amply 
demonstrated  that  the  power  of 
big  powers  over  small  powers  isn't 
always  conclusive. 

President  Ford's  swift  response 
to  the  Mayaguez  hijacking  should 
cool  North  Korea's  hot  martial  ar- 
dor for  a  while. 

This  month  marks  the  25th  an- 
niversary of  the  start  of  the  Korean 


THE  REASON  WHY 

by  M.S.  Forbes  Jr. 

War.  To  have  this  conflict  resumed 
because  of  misplaced  North  Korean 
euphoria  over  our  debacle  in 
Southeast  Asia  would  be  a  tragedy. 

South  Vietnam  was  always 
peripheral  to  our  fundamental  in- 
terests. South  Korea,  by  its  very 
proximity  to  Japan,  is  not. 

With  Mayaguez,  the  U.S.  wasn't 
engaging  in  a  bloody  display  of 
military  machismo.  Our  heavy  re- 
sponse wasn't  aimed  at  Cambodia 
and  other  would-be  pirates  so 
much  as  it  was  at  North  Korea. 

Let  us  hope  Pyongyang  got  the 

message. 

*     *     * 

Opponents  of  unfixing  brokerage 
commission  rates  are  seeing  their 
worst  fears  confirmed. 

Commissions  brokers  receive  on 
institutional  trades  have  dropped 
15%-40%.  Here  a  devastating  price 
war  is  in  the  making.  Moreover, 
prices  charged  to  individual  inves- 
tors are  beginning  to  rise. 

A  15%  decline  in  commission  in- 
come for  the  securities  industry 
will  mean  the  disappearance  of 
scores    of  brokerage   firms   and   a 


sharp  drop  in  the  quality  and 
quantity  of  brokerage  research. 

All  this  is  bad.  The  stock  mar- 
ket needs  the  individual  investor 
for  liquidity  and  stability.  Efficient 
distribution  of  new  corporate  un- 
derwritings  requires  the  use  of  small 
and  medium-sized  brokerage  houses 
not  only  in  New  York  City  but 
across  the  country. 

The  SEC  promoted  and  pro- 
mulgated negotiated  rates  (a  more 
apt  description  might  be  institu- 
tionally dictated  rates)  to  "en- 
hance" competition. 

Ironically,  they  are  doing  just 
the  opposite. 

In  a  few  years,  in  fact,  we'll 
probably  see  another  peripatetic 
agency,  the  Federal  Trade  Com- 
mission, getting  into  the  act— on 
the  grounds  that  the  securities  in- 
dustry is  too  concentrated  and 
therefore  lacking  sufficient  competi- 
tion for  the  investor's  good. 

And  to  think  that  many  eminent 
economists,  politicans  and  even  a 
few  businessmen  think  that  more 
government  planning  is  the  anti- 
dote to  our  economic  woes. 
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geiupanago 

This  one  has  it  when  the  others  don't. 


The  men  who  head  up  the  flight  departments 
for  the  top  firms  know  how  to  evaluate  aircraft. 
And  what  do  their  studies  show?  The  Falcon  10  has 
no  equal  for  dealing  with  the  conditions  that  rob  a 
jet  of  lift  and  range.  Specifically:  short  runways; 
hot  weather:  high-elevation  airports.  Conditions 
often  encountered  in  today's  flight  operations. 

The  Falcon  10  flies  furthest  by  far.  Fastest, 
too.  And  with  great  fuel  economy. 

Reasons?  A  new,  high-lift  wing.  New,  high 
performance  power  plants.  Exceptional  ruggedness. 

Yes,  the  very  reasons  it  costs  more  to  buy. 

But  that's  not  stopping  the  top  firms.  Because 
this  aircraft  gives  them  the  mobility  they  must  have. 
Gets  them  to  and  from  the  many  out-of-the-way 


places  they  must  go.  Quickly.  Directly.  Masters 
those  tough  conditions  that  mean  "no  go"  for  some 
jets  — "slow  go"  for  others  because  the)  must  Kike 
off  light  and  go  down  for  fuel  along  the  way. 

These  firms  find  that  the  Falcon  10  helps 
.them  make  most  effective  use  of  time.  Saves  them 
significant  travel  time.  Gains  them  important  pro- 
ductive time.  And  isn't  that  what  ii's  .ill  about? 

Want  to  know  how  the  Falcon  10  compares 
with  other  jets  when  the  going  gets  tOUgh?i 
A  new  12-page  booklet  has  the  answers. 
To  receive  your  copy,  just  drop  a  line 
to  Finn  Hedlund.  Vice  President- 
Marketing,  at  the  address  below.       ^  (  ( >/V  ,t 
Our  pleasure.  cORROftAncw 

Telerboro  Aire      • 


n  the  Oval  Office,  (left)  MSF,  (right)  MSF  Jr. 


FORBES  Interviews  The  President 


Ford  talks  of  recession's  bottom,  New  York  City  bonds,  bank 

regulation,  the  IRS,  production  cuts,  stimulating 

capital,  his  '76  opponent,  energy,  Nelson  Rockefeller  and  FORBES. 


MSF:  Mr.  President,  have  you  had 
the  time  yet  to  regret  saying  the  re- 
cession was  ended? 

The  President:  I  think  I  probably 
created  the  impression  that  we  were 
further  down  the  road  than  we  really 
are,  but  I  am  convinced  that  12 
months  from  now,  when  we  look  back, 
we  will  see  that  right  at  this  time 
there  is  a  turning  point. 

It  is  hard  to  point  to  specific  things 
right  now  that  might  justify  that,  but 
12  months  from  now  I  think  you  can 
say  in  retrospect  that  we  had  bot- 
tomed out. 

I  am  sure  I  will  be  asked  a  ques- 
tion, or  Ron  [Nessen,  Press  Secretary] 
will  be  asked  a  question  a  month  from 
now,  when  the  next  unemployment 
figures  come  out. 

In  the  meantime,  we  will  have  to 
be  explaining  this  word  and  that 
phrase,  but  you  know  from  your  own 
long  experience  that  12  months  after- 
wards you  can  look  back  and  say, 
"Yes,  all  these  pieces  fitted  togeth- 
er, and,  therefore,  what  you  said  was 
accurate." 

MSF:  We  liave  some  more  easy 
(juestions. 

The  New  York  City  bonds  obvi- 
ously are  a  problem,  and  it  is  a  prob- 
lem of  the  city's  own  making.  I  wrote 
an  editorial  when  [Mayor  John]  Lind- 
say was  making  extravagant  pension 
settlements  that  when  the  time  came 
to  collect,  New  York  would  have  no 


money  to  pay.  Well,  we  are  getting 
to  that  point,  and  if  New  York  City 
literally  can't  pay  its  bonds,  it  would 
have  reverberations  that  would  give 
banks  problems  even  greater  tlian 
they're  having  with  the  real  estate 
investment  trusts. 

The  President:  I  must  say  that  I 
agree  with  the  decision  which  has 
been  recommended  by  [Treasury  Sec- 
retary] Bill  Simon  and  [Federal  Re- 
serve Chairman]  Arthur  Burns,  that 
they  see  no  way  in  which  the  Fed- 
eral Government  can  interject  itself. 

There  is  a  way,  but  is  that  the 
way  to  solve  the  problem? 

If  another  expedient  is  used,  as 
previous  expedients  have  been  used, 
without  some  solution,  it  doesn't  help 
one  bit. 

If  we  set  a  precedent  for  New  York, 
there  are  other  cities  that  have  se- 
rious financial  problems,  probably  not 
as  acute  and  not  as  immediate,  but 
they  will  be  coming  along  if  we  don't 
force  some  substantial  collective  ac- 
tion that  is  substantive. 

MSF:  If  there  is  such  substantive 
and  real  action  instead  of  speeches, 
rhetoric,  then  you  foresee  the  govern- 
ment agencies  in  effect  underwriting 
the  city's  bonds  on  some  kind  of  tem- 
porary basis? 

The  President:  I  wouldn't  pick  a 
solution,  but  I  think  if  there  is  some 
very  firm  corrective  action,  that  is  for 


keeps,  I  think  I  would  have  to  look 
at  other  alternatives.  It  has  to  be  real. 

Forbes  Jr.:  With  four  federal  agen- 
cies as  well  as  50  state  agencies  over- 
seeing banks,  what  are  your  feelings 
on  having  all  bank  regulation  in  one 
federal  agency,  in  view  of  ivhat's 
happened? 

The  President:  You  mean  the  Frank- 
lin Bank  case  and  several  others 
throughout  the  country? 

Forbes  Jr.:  And  also  the  excess 
lendings,  such  as  in  the  real  estate 
area,  and  the  apparent  weakening  of 
bank  capital. 

MSF:  In  other  words,  should  there 
be  one  federal  regulatory  agency  in- 
stead of  many? 

Forbes  Jr.:  Pursuing  sometimes 
contradictory  courses,  or,  as  Burns 
hinted,  competition  in  laxity? 

The  President:  I  am  a  great  be- 
liever in  competition,  and  I  believe 
that  sometimes  competitive  examina- 
tions may  be  helpful.  I  am  sure  that 
there  are  those  in  the  banking  indus- 
try who  get  tired  of  one  expert  after 
another  coming  in  from  different 
agencies,  but  sometimes  a  little  com- 
petition from  one  another  could  be 
helpful. 

I  don't  want  it  overdone,  and  may- 
be what  one  looks  at  the  other  has 
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■!  to  look  at,  and  vice  versa,  so 

ouldn't  want  to  say  just  one  agen- 

an   absolutely  certain   solution. 

ybe   two.   Four  perhaps  could  be 

too  many. 

MSF:  There  could  be  some  con- 
solidation, you  think? 

The  President:  Perhaps. 

MSF:  Or  coordination? 

The  President:  Maybe  that's  a  bet- 
ter word. 

MSF:  Mr.  President,  some  have 
suggested  that  perhaps  the  Internal 
Revenue  Service  shouldn't  be  an  arm 
of,  or  reporting  to,  the  Secretary  of 
the  Treasury,  but  should  have  more 
independence,  in  view  of  some  of  the 
accusations  of  abuse. 

The  President:  The  recent  abuses 
I  do  not  think  justify  making  it  an 
independent  agency  of  the  Federal 
Government.  We  have  had  almost 
200  years  of  pretty  good  relationship 
with  minimal  abuses,  and  some  recent 
ones,  in  my  judgment,  do  not  justify  a 
severing. 

MSF:  [IRS]  powers  are  so  enor- 
mous that  probably  it  should  be 
somewhat  sensitive  to  the  political 
mechanism? 

The  President:  I  don't  say  political, 
or  not  in  a  partisan  political  way,  but 
to  the  political  process. 

The  minute  we  start  setting  up 
fiefdoms  independently,  I  think  you 
are  going  down  the  wrong  path.  I 
have  seen  some  instances  of  agencies, 
or  former  departments,  set  up  on  an 
autonomous,  independent  basis,  and 
if  you  make  the  wrong  choice  of  peo- 
ple, then  they  enjoy  the  power  and 
they  lose  contact.  There  ought  to  be 
somebody  looking  over  them  who 
has  some  control. 

MSF:  Some  of  the  industries  to- 
day, such  as  the  aluminum,  paper 
and  so  forth,  with  sales  way  down, 
are  sharply  cutting  production  rather 
than  cutting  prices.  Do  you  have  any 
reaction  to  that  course? 

The  President:  I  don't  think  the 
President  ought  to  tell  them  how  to 
run  their  business.  Competition  will 
make  a  better  decision  than  the  Ex- 
ecutive Branch  of  the  Federal  Gov- 
ernment trying  to. 

MSF:  You  are  not  going  to  jaw- 
bone that  situation? 

The    President:   I    think,    over    the 


long  haul,  if  they  cut  back  produc- 
tion, and  don't  cut  prices,  somebody 
is  going  to  go  the  other  course  and 
force  them  to  change. 

MSF:  We  ivould  agree  with  you 
about  aluminum,  but  as  people  who 
buy  paper,  we  would  like  you  to  call 
the  paper  companies  in.  (Laughter.) 

Mr.  Nessen:  We  had  one  example 
of  that  when  the  auto  companies 
came  in  and  asked  the  Government 
to  give  a  rebate  for  automobiles.  The 
President  didn't  do  it  and  a  couple  of 
weeks  later,  they  went  ahead  and  did 
it  on  their  own. 

The  President:  Sure.  They  came  in 
and  wanted  us  to  give  a  tax  rebate 
for  just  about  the  amount  of  the 
eventual  sales  rebate  that  they  gave. 

MSF:  There  is  no  question  that 
more  investment  capital  is  needed 
and  that  need  gets  more  and  more 
acute.  What  do  you  think  of  the  pro- 
posal that  dividends  be  payable  out 
of  pretax  profits  to  eliminate  double 
taxation? 

You  did  recommend  that  some  pre- 
ferred dividends  be  paid  out  of  pre- 
tax corporate  profits.  Do  you  still  feel 
that  this  could  be  a  very  important 
stimulus  to  investment? 

The  President:  We  need  to  assist  in 
capital  formation.  It  is  one  of  the  ma- 
jor problems  that  we  in  the  White 
House  and  the  Congress  must  face. 
If  we  don't  find  new  ways  to  assist  in 
capital  formation,  we  are  going  to  be 
underfunded  in  trying  to  meet  our 
needs  in  the  private  or  free-enterprise 
society  in  which  we  live. 

Now,  the  investment  tax  credit,  to 
a  degree,  is  helpful,  and  I  was  pleased 
that  the  Congress,  in  the  recent  tax 
bill,  went  along  more  or  less  with  the 
recommendations  that  I  had  made  in 
tin's  area. 

As  to  the  preferred  dividend  pro- 
vision, I  hope  the  Congress  will  ad 
on  that. 

Now,  I  don't  want  to  prejudge  any 
of  the  other  suggestions,  such  as  the 
one  that  you  have  made,  but  if  we 
can  find  new  ways  to  help  to  encour- 
age capital  formation,  then  I  am  will- 
ing to  gamble  a  bit  on  some  inno- 
vative approach. 

MSF:  Whom  do  you  think  you  it  ill 
be  ninning  against? 

The  President:  I  am  really  not  an 
authority  on  that. 

MSF:  You  notice,  I  hope,  that  I'm 

not  asking  whom  you  would  prefer 
to  run  against? 


The  President:  I  am  not  an  authori- 
ty, really,  on  what  the  Democratic 
delegates  are  going  to  do  in  1976.  So, 
my  advice  to  them  would  probably  go 
for  naught. 

I  have  said,  and  I  see  no  reason 
why  I  should  change,  that  either 
Hubert  Humphrey  or  Ed  Muskie  are 
distinct  possibilities,  even  though  they 
don't  appear  to  be  candidates. 


Hubert  and  I  have  a  good  man)  dii 
ferences,  bul   he  is  a  fine  person.    I 

don't  mean  Kd  Muskie  isn't,  either. 

MSF:  I  did  want  to  say,  and  tins  is 
a  personal  observation,  thai   I  think 

yoW    own     image     has     really    come 

across  and  it  is  getting  steadily  stron- 
ger, not  only  in  polls  or  in  a  political 

way,  hut  also  in  the  sense  that  people 

see   your   willingness   to  speak  out   on 

many  things. 

Tin    I'm  sini  \  i  .    Thank  >  <  «i i 
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MSF:  1  think  it  is  a  strength  tliat 
still  may  be  unappreciated  on  Capitol 
Hill,  but  I  think  they  are  growing 
aware  that  perhaps  the  President  is 
developing  his  own  following. 

The  President:  I  think  we  have  a 
good  following  and  I  think  it  is  grow- 
ing. We  are  taking  some  hard  lines 
that  I  think  are  indicative  of  leader- 


ship   which    I    think    the    President 
ought  to  show. 

MSF:  7  think  it  is  coming  through. 
Coming  over  here  I  said  to  Steve 
[Forbes]  that  maybe  one  thing  we 
ought  to  ask  the  President  about  is 
that  he  has  been  so  willing  to  see  so 
many  groups  and  make  so  many 
speeches,  I  wonder  if  it  isn't  time  that 
he  slowed  down  a  bit. 

re  said,  "What  do  you  mean? 
He  fust  presented  the  Harmon  Trophy 
to    us   last   week  and  we   would  be 


sore  as  hell  if  he  hadn  t  been  will- 
ing to  be  interviewed  by  Forbes,  so 
we'd  be  poor  ones  to  raise  that  ques- 
tion!" (Laughter.) 

The  President:  You  have  my  con- 
gratulations in  person.  I  think  that 
was  a  great  award. 

MSF:  Thank  you. 

The  President:  I  am  sorry  that  you 
couldn't  be  here,  but  Steve  took  care 
of  it. 

MSF:  We  were  presenting  the  first 
Arabic  edition  of  Forbes  Magazine 
in  the  Middle  East  countries. 

The  President:  What  do  they  think 
of  us? 

MSF:  I  think  there  is  still  an  enor- 
mous reservoir  of  respect— maybe  that 
is  the  wrong  word— rather,  regard  for 
this  country.  My  impression  is  that 
they  still  regard  us  as  the  key  to  the 
solution. 

The  President:    What  countries  did 

you  visit? 

MSF:  Egypt  and  Lebanon,  Kuwait 
and  Morocco,  and  we  also  visited  with 
the  Prime  Minister  of  Tunisia. 

Forbes  Jr.:  I  just  wanted  to  ask 
you  whether  you  felt  that  the  seem- 
ing drift  in  Congress  on  the  whole 
energy  question  and  seeming  impres- 
sion that  since  the  embargo  we  have 
actually  regressed  in  many  areas— 
what  impact  do  you  see  in  the  years 
ahead  that  that  will  have  on  the  econ- 
omy, much  less  our  foreign  policy? 

* 

The  President:  The  truth  is,  we  have 
lost  ground.  We  have  become,  per- 
centagewise, more  dependent  on  for- 
eign oil.  Because  of  recession  and  be- 
cause of  some  conservation,  our  total 
imports  have  gone  down,  but  the  per- 
centage of  oil  that  comes  from  over- 
seas has  gone  up.  I  think  it  is  4()'< 
It  was  37%.  So,  the  problem  is  be- 
coming more  acute,  and  if  we  start 
consuming  more,  which  obviously  we 
will  as  the  recession  phases  out,  we 
will  go  up  to  a  higher  and  higher  per- 
centage of  foreign  oil  that  we  will  be 
dependent  on. 

We  just  can't  afford  that.  The 
whole  program  that  we  put  together 
in  a  package  is  a  very  comprehensive 
program;  if  the  Congress  would  only 
act  on  it,  it  will  work  in  conserva- 
tion and  in  the  development  of  new 
sources. 

So  far,  the  Congress  has  done  lit- 
erally nothing  and  time  is  running  out, 
and  we  intend  to  push  ahead.  In  the 


conservation  field,  of  course,  we  think 
the  price  mechanism  for  conservation 
is  much  better  and  much  stronger 
with  its  self-regulating  features  than 
an  allocation  system,  which  is  arbi- 
trary and  is  a  bureaucratic  minefield. 
There  is  a  little  movement,  one  step 
in  the  House  of  Representatives,  but 
that  is  an  uncertain  step  so  far.  Oth- 
er than  that— which  is  important— there 
is  nothing  else,  really,  going  on. 

Forbes  Jr.:  Certainly  you  have 
pushed  on  that  subject  as  much  as 
you  humanly  can.  What  will  it  take 
to  get  the  public  and  Congress  to  re- 
alize we  are  in  the  eye  of  the  storm? 

MSF:  Another  embargo,  probably, 
which  we  don't  need. 

The  President:  I  don't  want  to  in- 
vite that,  so  I  simply  say  a  crisis  is 
probably  the  best  catalyst.  I  would 
rather  have  it  happen  through  the  ex- 
ercise of  good  judgment  and  proper 
legislative  action. 

In  the  meantime,  we  are  going  to 
do  what  we  have  been  doing.  We 
have  the  $1  import  levy  on,  and  we 
have  said  we  will  give  them  until 
June  1,  with  the  probability  that  we 
will  put  the  second  dollar  on  if  they 
don't  act  on  the  decontrol  proposals 
for  old  oil— these  are  the  only  weap- 
ons that  I  can  use  to  try  to  get  affirma- 
tive action. 

So  far,  we  have  winnowed  down 
the  number  of  energy  programs  in  the 
House  and  Senate  from  535—1  am  us- 
ing that  figuratively— to  about  six, 
but  we  have  got  to  get  one.  So  far, 
I  am  disappointed. 

I  enjoy  reading  your  short  and  pun- 
gent editorial  comments.  And  it  cer- 
tainly isn't  that  you  always  leave  me 
alone!  ( Laughter. ) 

MSF:  That  is  a  great  compliment. 
I  did  one  this  morning  .  which  I 
chuckled  over.  The  editorial  is  quite 
short:  "Whatever  became  of  Nelson 
Rockefeller?" 

The  President:  We  are  making  him 
work  very  hard. 

As  Ron  knows,  we  have  him  busy 
with  the  Domestic  Council  and  the 
Rockefeller  Commission.  I  think  that 
[the  editorial]  is  a  good  observation. 
He  has  a  tremendously  cooperative 
attitude. 

MSF:  I  think  the  loyalty  you  have 
extended  him  has  resulted  in  an  enor- 
mous upstream  of  the  same  thing. 

The  President:  I  enjoy  reading 
Forbes.  I  used  to  have  time  to  read 
it  all,  but  I  don't  have  quite  that  much 
time  anymore.   ■ 
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The  Flying  Vicar 

Who  runs  one  of  Europe's  biggest  travel 
agencies?  A  Danish  parson,  that's  who. 


"The  chains  of  tradition  are  very 
heavy.  I  succeeded  because  I  was  not 
bound  by  them,"  says  Eilif  Krogager 
(right)  of  Tjaereborg,  Denmark, 
where  for  40  years  he  was  vicar. 

Krogager  is  not  talking  about  his 
religion  but  about  his  travel  agency, 
Tjaereborg  Rejser,  which  is  the  largest 
in  Scandinavia  ($170  million  in  sales) 
and  which  owns  Europe's  biggest 
charter  carrier,  Sterling  Airways.  Eu- 
ropean travel,  down  10%  in  1974, 
shows  little  sign  of  recovering  from 


its  long  slump.  But  you'd  never  know 
it  from  trying  to  call  Tjaereborg. 
"Their  lines  are  always  busy,"  say  the 
Danish  overseas  operators.  Krogager 
reports  he  already  has  30,000  more 
bookings  than  were  on  the  books  >at 
the  same  time  last  year. 

And  why  not?  Pastor  Krogager  is 
still  offering  a  week  in  sunny  Majorca 
for  $60.  With  Tjaereborg,  $80  still 
buys  a  week's  vacation  in  London  or 
Paris,  and  for  $150  the  traveler  can 
roam  the  Acropolis  in  Athens.  Spain 


and  Italy  (under  $125)  are  favorites 
because  of,  in  Krogager's  words,  "a 
short  flight,  a  cheap  price,  sunshine, 
cheap  wine,  strange  places  and 
strange  people."  Included  in  those 
rock-bottom  prices  are  the  flight,  ho- 
tel and  two  meals  a  day.  Thanks 
largely  to  savings  from  its  chartered 
planes,  even  the  company's  deluxe 
trips  cost  only  about  half  as  much  as 
the  normal  amount. 

Despite— or  should  we  say  because 
of— those  bargain  prices,  Tjaereborg, 
which  is  private,  nets  about  10%  on 
sales,  or  $17  million  last  year.  Thomas 
Cook  Agency  lost  $3.8  million  on  $1.5 
billion  revenues  in  1974. 

Krogager  was  40  years  old  when 
he  started  traveling  in  1950.  "I  knew 
nothing    about    the    travel   business," 


$15  Oil? 


Scant  weeks  ago,  the  "experts"  were  saying  that  oil  prices 
were  coming  down.  Now  the  talk  is 
of  much  higher  prices.  What  gives? 


The  trial  balloons  were  flying  all 
over  the  place.  The  Shah  of  Iran  went 
on  nationwide  U.S.  television  and  said 
he  and  his  friends  were  going  to  raise 
the  price  of  oil.  He  said  their  coun- 
tries needed  the  money  because  of 
inflation.  Spokesmen  for  Arab  and 
other  countries  belonging  to  the  Or- 
ganization of  Petroleum  Exporting 
Countries  were  crisscrossing  the  U.S. 
explaining  that  their  nations  weren't 
really  getting  rich  from  oil.  All  these 
spokesmen,  obviously,  were  prepar- 
ing the  American  public  for  still  more 
costly  oil. 

Yet  only  a  few  weeks  ago,  the  ex- 
perts were  talking  about  a  "glut"  of 
oil  and  about  an  impending  sharp  de- 
cline in  prices.  What  happened  to 
the  "glut"?  "The  present  so-called 
glut,"  says  a  well-known  international 
banker  who  doesn't  want  to  be 
named,  "is  simply  a  result  of  the 
current  recession,  which  just  hap- 
pened to  hit  all  the  industrial  coun- 
tries simultaneously.  But  what  hap- 
pens when  the  world  economy  picks 
up,  probably  by  this  autumn?  Then 
other  leaders  will  say,  like  the  Shah 
of  Iran,  'Hah,  the  price  of  everything 
we  buy  has  gone  way  up  since  we 
last  raised  the  price  of  oil.'  And  up 
will  go  the  price."  Up  how  much? 
The  Washington  Post  predicted  $2  a 
barrel,  but  others  were  predicting 
more.  It  has  not  been  lost  on  the 
OPEC  members  that  they  were  able 
to  hold  the  price  fairly  steady  in  spite 
of  a  huge  drop  in  demand. 


The  world  has  adjusted  reasonably 
well  to  the  quadrupling  of  oil  prices— 
although  in  the  way  that  a  chronically 
sick  man  adjusts  to  his  limp  or  his 
shortness  of  breath.  It  was  a  close 
call.  Another  attack  might  prove  fa- 
tal. An  increase  even  to  $12  a  barrel 
would  cost  U.S.  oil  users  an  additional 
$3.3  billion  a  year  just  on  imports.  In 
the  Free  World,  $12  oil  would  cost 
consumers  an  extra  $14  billion  or  so. 
If  the  price  were  to  go  to,  say,  $15, 
the  Free  World's  oil  bill  would  go  up 
around  $41  billion,  and  the  interna- 
tional economy  would  probably  break 
down.  The  stakes  are  scary. 

At  some  point  in  raising  prices,  the 
Organization  of  Petroleum  Exporting 
Countries  would  bring  on  the  "stran- 
gulation" that  Secretary  of  State  Hen- 
ry Kissinger  warned  about  last  De- 
cember. Where  is  the  flash  point?  No- 
body knows.  But  even  though  Eu- 
rope is  probably  too  weak  militarily 
to  move  against  Arabian  oil  fields,  the 
U.S.  certainly  is  not.  The  U.S.  would 
not  stand  by  and  let  Europe  and  Ja- 
pan collapse.  Russia?  Again,  nobody 
knows  what  the  Soviet  Union  would 
do,  but  there  has  beeh  talk  of  a  deal 
in  which  the  U.S.  would  get  a  rela- 
tively free  hand  in  the  Middle  East 
while  the  Soviet  Union  spreads  its  in- 
fluence in  southern  Europe. 

Admittedly,  this  is  an  extreme  sce- 
nario, but  not  so  farfetched  that  ei- 
ther the  Arabs  or  the  U.S.  can  afford 
to  ignore  it.  Remember  that  world- 
wide consumption  of  oil  has  dropped 


by  5  million  barrels  a  day  since  the 
recession  began.  Yet  the  price  has 
held,  largely  because  all  OPEC  na- 
tions—chiefly Saudi  Arabia  and  Ku- 
wait but  also  Venezuela  and  Libya- 
have  cut  back  sharply  on  production. 
As  against  present  capacity  of  40  mil- 
lion barrels  a  day,  OPEC  is  producing 
only  24  million  barrels— and  none  of 
the  producers  is  really  suffering. 
(Much  like  the  way  U.S.  producers 
of  paper  and  aluminum  have  tried— 
with  considerable  success— to  hold 
prices  in  a  recessionary  economy. ) 

Just  A  Touch 

True,  there  has  been  shaving  of 
prices.  Algeria,  for  example,  has  low- 
ered the  premiums  it  gets  for  its  oil's 
grade,  quality  and  distance  from  mar- 
ket. The  oil-rich  countries  have  of- 
fered easy  terms  to  poor  countries,  as 
a  disguised  form  of  two-tier  pricing. 
But  the  integrity  of  benchmark  crude 
prices  for  the  rest  still  stands.  OPEC 
shows  no  signs  of  falling  apart. 

Professor  Morris  Adelman  of  Massa- 
chusetts Institute  of  Technology  has 
long  been  noted  as  an  anti-OPEC 
hawk;  he  felt  the  cartel  could  be  split, 
and  prices  forced  down  to  a  reason- 
able level.  But  Adelman  is  no  longer 
so  sure.  Last  month  he  told  Forbes: 
"I  think  there's  a  pretty  good  chance 
that  OPEC  will  raise  the  price.  The 
only  question  facing  them  is  how 
much  can  they  get  out  of  their  cus- 
tomers—that's the  only  question."  Pro 
fessor  Adelman  thinks  American!  were 
taken  in  by  Saudi  Arabian  talk  about 
holding  the  price  line:  "The  Saudis 
took  the  initiative  in  raising  1 1 1 <  -  price 
while  earning  millions  of  brownie 
points  for  being  such  statesmanlike 
people."  Of  OPEC,  which  Adelman 
once  regarded  as  a  weak  reed,  he 
now  says:  "The  richer  they  get,  the 
easier  it  is  for  them  to  stay  togethi 


18 


FORBES,   JUNE    1,    1975 


f 


he  says,  "so  I  had  a  certain  imagina- 
tion in  my  approach."  At  first,  it  was 
simply  that  he  and  the  town  school- 
master wanted  to  see  Europe  and 
found  they  could  do  it  cheaper  by 
assembling  enough  people— mostly 
Krogager's  parishioners— to  make  a 
deal  with  a  bus  operator.  Then,  real- 
izing what  the  bus  company  was  mak- 
ing out  of  it,  he  bought  some  buses 
and  turned  his  annual  holiday  into  a 
full-time  business.  He  did  the  same 
thing  with  airplanes,  first  booking 
them,  then  buying  them.  Sterling  now 
has  28  jets,  mostly  727s  and  Cara- 
velles.  To  top  it  off,  the  package 
booking  operation  is  entirely  comput- 
erized, and  the  company  owns  sev- 
eral hotels. 

Krogager  keeps  prices  down  by  hav- 


ing Tjaereborg  train  its  own  pilots, 
service  its  own  planes,  cater  its  own 
food,  even  supply  its  own  plastic  cups 
and  trays.  Says  the  parsimonious  par- 
son, "I  keep  my  eye  on  small  things." 

Business  is  booming  again,  after  a 
fall  during  the  oil  crisis.  The  compa- 
ny has  nine  offices  in  Scandinavia, 
three  in  Germany  and  is  eyeing  Brit- 
ain in  the  wake  of  the  Court  Line 
agency's  collapse  last  summer. 

The  65-year-old  Lutheran  minister 
no  longer  preaches  ("My  congrega- 
tion knew  my  sermons  by  heart" ) .  He 
runs  his  travel  business  from  a  mod- 
ern brick-and-glass  headquarters  in 
Tjaereborg  where  the  employees  can 
gaze  out  over  their  Control  Data  com- 
puter consoles  at  the  red-tiled  roofs 
and  rich  black  farmland  of  Jutland.   ■ 


Adelman  hedges  by  saying  he  is 
not  certain  prices  will  go  up;  only 
that  it  is  quite  possible  they  will.  But 
Forbes  has  found  a  considerable 
number  of  oil  experts  who  discount 
talk  of  a  glut  and  look  for  higher  oil 
prices  a  bit  down  the  road.  Energy 
expert  Gerald  Gambs,  vice  president 
at  New  York's  Ford,  Bacon  &  Davis, 
says:  "As  soon  as  things  tighten  up 
again,  a  $2-a-barrel  increase  wouldn't 
surprise  me  a  bit." 

James  Jensen,  a  Boston  energy  con- 
sultant, says:  "OPEC  hasn't  broken. 
My  hunch  is  it  won't  break." 

Charles  T.  Maxwell  of  Cyrus  J. 
Lawrence,  one  of  Wall  Street's  best 
oil  analysts,  expects  OPEC  members 
to  practice  what  he  calls  "enlightened 
greediness."  That  is,  he  thinks  they 
will  try  to  get  every  penny  they  can 
get— short  of  bringing  out  the  para-, 
troopers.  It's  likely  to  be  done,  he 
says,  through  indexing  oil  prices  to 
some  measure  of  world  inflation. 

Theodore  R.  Eck,  chief  economist 
of  Standard  Oil  of  Indiana,  is  willing 
to  put  a  date  on  the  upward  move. 


Says  he:  "We  would  not  be  surprised 
to  see  a  10%  increase  in  the  price  of 
oil  sometime  after  recovery  gets  un- 
der way,  say  by  January  1976." 

It  is  significant  that  the  Ford  Ad- 
ministration hasn't  said  much  lately 
about  expecting  oil  prices  to  come 
down.  In  fact,  Gerald  Parsky,  As- 
sistant Secretary  of  the  Treasury,  now 
says:  "A  10%  increase  [in  oil  prices] 
wouldn't  surprise  us.  We  think  index- 
ing is  likely." 

As  if  to  underline  the  point,  a 
prominent  Saudi  official  recently  dis- 
missed weak  oil  prices  as  "only  a 
ripple."  Passing  through  London, 
Sheik  Abdullah  Ali  Reza  said:  "We 
are  charging  what  supply  and  de- 
mand will  dictate  in  the  future."  His 
message  was  quite  clear:  If  the  West 
insists  on  using  oil  at  an  increasing 
rate,  it  will  have  to  pay  dearly  for 
the  privilege. 

What  the  world  tends  to  forget  is 
that  nearly  every  OPEC  member  is  eco- 
nomically underdeveloped.  They  have 
enormous  plans.  Even  if  they  can't 
spend  all  the  money  now,  it  may  not 


take  long  for  their  tastes  to  equal  and 
then  surpass  their  income.  At  that 
point  they  will  "need"  higher  prices. 
Iran  already  is  talking  about  running 
a  foreign  exchange  deficit  within  a 
year  and  a  half  because  of  huge 
spending  for  economic  development. 

Wishful  Thinking 

There  is  a  tendency  in  the  West  to 
hope  that  OPEC  nations  will  behave 
in  a  "rational"  way  in  order  to  avoid 
confrontations.  That  is,  they  will  not 
overplay  their  strong  hand.  OPEC 
members  do  not  regard,  say,  the 
Italian  standard  of  living  or  the  U.S. 
balance  of  payments  as  high-priority 
concerns.  They  do  regard  oil  as  a 
wasting  asset— "a  soft  loan  from  God," 
as  an  Arab  put  it  to  Forbes. 

It  is  not  enough  to  take  comfort 
in  the  fact  that  nobody  wants  a  con- 
frontation. Optimistic  expectations  on 
the  part  of  the  Western  countries  could 
make  such  a  confrontation  inevitable. 

Gambs  emphasizes  that  the  West's 
complacency  and  failure  to  curb  oil 
consumption  is  making  such  a  con- 
frontation more  likely:  "As  long  as  we 
refuse  to  use  the  two  indigenous  fuels 
that  we  have— coal  and  uranium— 
we've  got  no  right  to  tell  anyone  else 
what  they  should  do  with  their  oil. 
The  Arabs  feel  that  very  strongly." 

OPEC  nations  feel  that  they  can 
do  what  they  want  with  their  own 
property.  The  industrial  nations  feel 
that  OPEC  nations  owe  it  to  the 
world  to  supply  almost  limitless 
amounts  of  oil  at  a  stable  price.  In  a 
way,  both  sides  are  suffering  from  il- 
lusions. Dangerous  illusions.  The  kind 
of  dangerous  illusions  that  could 
bring  the  world  to  war. 

This  may  be  an  overly  pessimistic 
view.  But  it  would  be  foolhardy  for 
the  oil-using  nations  to  forget  how  ex- 
plosive the  oil  situation  still  remains.  ■ 
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The  Numbers  Game 


Flexibility?  Or  Flimflam? 


One  man's  meat  is  another  man's 
poison.  We  all  know  that.  One  man's 
catastrophe  can  be  another  man's  op- 
portunity. The  real  estate  investment 
trusts  are  a  good  example.  They  have 
been  a  catastrophe  for  their  share- 
holders and  for  the  banks  that  lent 
them  money.  But  some  of  them  may 
yet  turn  out  to  be  a  very  nice  thing 
for  the  men  who  run  them. 

Take  the  case  of  C.I.  Realty  Inves- 
tors (CIRI),  an  affiliate  of  City  In- 
vesting Corp.  Like  a  good  many  REITs 
this  one  is  foundering,  with  its  stock 
recently  down  to  3M  as  against  a  the- 
oretical book  value  of  $20.50.  So  this 
January  management  made  a  proposi- 
tion to  stockholders.  Why  not  cease 
being  a  REIT  and  convert  into  an  op- 
erating entity  instead?  True,  CIRI 
would  lose  its  REIT  tax-free  status, 
but  the  conversion  would  bring  flex- 
ibility, clearing  the  company  to  do 
things  that  are  forbidden  to  REITs— 
such  as  manage  properties  and  sell 
real  estate  to  retail  customers. 

On  the  surface  it  seemed  a  reason- 
able proposition.  And,  anyway,  what 
did  the  shareholders  have  to  lose?  As 
it  turned  out,  plenty. 

We'll  start  at  the  beginning. 

C.I.  Realty  sprang  full-blown  in 
1972  from  the  active  brain  of  City 
Investing  Corp.'s  39-year-old  execu- 
tive vice  president,  Peter  C.R.  Huang. 
It  is  a  sister  REIT  to  C.I.  Mortgage 
Group,  which  Huang  had  dreamed 
up  in  1969,  three  years  after  joining 
City.  Both  REITs  have  been  badly 
bloodied.  Today,  over  77%  of  the 
CIMG's  portfolio-$270  million  worth 
—is  in  default.  CIRI's  unaudited  loss 
for  the  nine  months  ended  Nov.  30, 
1974  was  over  $1.1  million. 

Both  REITs  are  technically  inde- 
pendent of  City  Investing  and  of  each 
other.  But  both  have  as  their  manage- 
ment adviser  C.I.  Planning,  wholly 
owned  by  City;  the  two  REITs  have 
seven  common  trustees  on  their  11- 
man  boards;  and  an  eighth  trustee 
of  CIMG  is  an  officer  of  CIRI.  Until 
March,  seven  trustees  of  both  trusts 
were  affiliated  with  City  Investing  or 
its  subsidiaries.  Huang  is  chairman 
of  all  three,  as  well  as  holding  his  po- 
sition in  City  Investing. 

The  management  contract  between 
the  REITs  calls  for  C.I.  Planning  to  be 
paid  nine-tenths  of  1%  of  the  average 
daily  book  value  of  invested  assets 
plus  various  other  bonuses.  However, 
the  total  fee  may  not  exceed  25%  of 
the  trust's  adjusted  net  cash  flow. 
This  means  that  if  the  trust  does  bad- 


ly, C.I.  Planning  doesn't  make  much 
money.  In  CIRI's  third  quarter  (end- 
ed Nov.  30,  1974)  C.I.  Planning  got 
only  $75,000.  Huang  says  that  C.I. 
Planning  will  lose  about  $2  million 
this  year  on  its  advisory  contracts  with 
both  trusts.  As  far  as  City  Investing 
is  concerned,  it  would  be  good  rid- 
dance to  bad  contracts. 

In  January  Huang  mailed  a  proxy 
statement  to  his  CIRI  stockholders.  It 
proposed  a  merger  with  a  brand-new 
Delaware  corporation,  Celadon,  a 
merger  that  would  end  CIRI's  REIT 
status.  In  an  accompanying  letter, 
Huang  told  stockholders  that  the 
move  would  end  the  advisory  con- 
tract with  City  Investing's  affiliate 
and  give  CIRI  new  flexibility.  The 
110-page  proxy  statement  was  not 
very  inviting  reading  for  stockholders. 

Worth  The  Trouble 

In  a  way,  it  is  too  bad  that  more 
of  the  stockholders  didn't  plow 
through  it.  It  makes  fascinating  read- 
ing. For  one  thing,  it  asked  stockhold- 
ers to  give  up  some  rather  valuable 
rights.  One  of  those  is  the  right  to 
appraisal.  The  original  CIRI  charter 
provided  that  in  the  event  the  com- 
pany ceased  being  a  REIT— ceased 
being  tax-free— stockholders  could 
ask  for  an  appraisal  of  the  properties 
and  be  paid  off  in  cash  on  the  basis 
of  the  appraisal.  A  proposed  amend- 
ment to  the  declaration  of  trust  would 
cancel  that  right.  Then  the  merger 
could  go  through  without  any  cash 
outflow  to  dissident  stockholders. 

What  with  CIRI  selling  at  $3.50 
a  share  and  having  a  book  value  of 
$20.50,  the  company  might  have 
been  attractive  for  a  takeover  bid. 
Such  bids  are  usually  unwelcome  to 
management,  but  they  sometimes  bail 
out  stockholders  who  have  become 
stockholders.  The  proxy  proposed  to 
make  a  takeover  very  difficult  by 
staggering  directors'  terms,  and  by  re- 
quiring that  a  takeover  bid  by  holders 
of  5%  or  more  of  the  shares  be  ap- 
proved by  80%  of  the  shares. 

Both  provisions  would  have  been 
very  convenient  to  C.I.  Realty's 
management,  which  would  become 
entrenched. 

Huang's  letter  to  shareholders  sug- 
gested that  the  changeover  would 
ultimately  save  the  stockholders  mon- 
ey. But,  at  least  in  the  beginning,  it 
would  cost  more,  much  more.  Under 
the  existing  contract  with  the  City 
Investing  affiliate,  fees  are  running  at 
an   annual   rate  of  $300,000  because 


of  CIRI's  poor  performance.  Under 
the  new  arrangement,  Celadon-CIRI 
would  have  to  pay  all  its  own  man- 
agement costs-$695,000.  What  would 
happen  in  later  years  is  open  to 
conjecture  because  no  one  can  say 
what,  will  happen  to  the  value  of 
^CIRI's  properties.  Internalized  man- 
agement might  cost  less— but  it  might 
cost  more. 

Under  the  present  Declaration  of 
Trust,  dealings  are  prohibited  be- 
tween the  trust  and  officers,  trustees, 
City  Investing  or  its  affiliates.  Once 
CIRI  became  Celadon,  there  would 
have  been  no  such  restriction. 

Why  wasn't  the  revocation  of  the 
arms-length  dealing  requirement  men- 
tioned in  the  summary  to  the  proxy 
statement?  "It  wasn't  material,"  says 
William  A.  Kaynor  of  Davis,  Polk 
&  Wardwell,  CIRI's  law  firm.  "There 
is  no  realistic  possibility  of  any  future 
dealings  with  City  Investing.  The  only 
reason  for  the  technical  permission  is 
that  there's  a  remote  possibility  that 
we  might  in  the  future  do  it.  It's  very 
remote  and,  from  the  stockholder's 
viewpoint,  not  terribly  important." 

However,  the  next  logical  question 
is:  If  affiliated  dealings  are  so  remote, 
why  did  CIRI  bother  to  try  to  revoke 
the  prohibition  against  them? 

CIRI's  officers  did  not  neglect  their 
own  interests.  The  officers  and  trustees 
as  a  group  own  less  than  0.1%  of  the 
trust's  2.6  million  shares  outstanding. 
When  the  merger  goes  through,  the 
proxy  said,  consideration  would  be 
given  to  an  option  plan  with  up  to 
130,000  shares,  presumably  at  the  pre- 
vailing market  price.  Asked  why  he 
owned  only  100  shares  of  CIRI  stock, 
Peter  Huang  begged  the  question— "I 
think  you  will  find  that  few  manage- 
ments own  stock  in  REITs."  In  fact, 
says  Ken  Campbell  of  Audit  Invest- 
ment Research,  many  managements 
do  own  stock,  and,  up  to  a  year  ago 
before  the  real  estate  crunch  really 
hit,  the  REITs  with  significant  man- 
agement ownership  did  considerably 
better  on  average  than  those  where 
management  had  little  stake.  Even  to- 
day they  are  doing  somewhat  better. 

Finally,  the  charter  of  Celadon  in- 
cludes the  broadest  possible  indemni- 
fication rights  for  the  officers,  direc 
tors  and  other  agents.  When  asked 
about  this  provision,  Davis,  Polk's 
Kaynor  insisted  it  was  the  standard 

provision  as  suggested  by  Delaware 
law  and  interpreted  by  Davis,  Folk. 
But  Delaware  law  does  not  require 
indemnification  for  expenses  in  case 
of  settlement,  conviction   or  plea  ol 

nolo    contendere.    The    Celadon    eli.n 
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ter  does  require  it.  It  also  includes  a 
plea  of  guilty  as  a  basis  for  indemni- 
fication. Essentially  all  that  a  director 
(or  anyone  else)  must  do  is  convince 
a  judge  that  he  acted  in  good  faith. 

"In  all  my  years  of  corporate  law," 
declares  Milton  Gould  of  Shea, 
Gould,  Climenko,  Kramer  and  Casey, 
"I  have  never  seen  a  provision  like 
that."  The  indemnification  provision, 
by  the  way,  was  not  mentioned  in 
the  proxy's  summary  either. 

Despite  all  this,  the  stockholders 
were  ready  to  go  along  with  the 
changeover.  As  the  proxies  rolled  in, 


stock.  But  when  he  read  the  proxy, 
he  called  his  attorney,  Milton  Gould, 
and  sued  to  stop  the  merger.  To  be 
sure,  Clairmont  is  an  interested  party. 
If  appraisal  rights  were  granted  and 
he  exercises  them,  he  could  make  over 
$500,000  on  a  $150,000  investment. 

Pretrial  discovery  proceedings  start- 
ed in  late  February,  and  a  good  deal 
more  information  came  out.  The  more 
Clairmont  learned,  the  angrier  he 
got.  He  found  out,  for  example,  that 
CIRI's  mortgage  holdings  (22%  of  its 
total  portfolio)  were  in  worse  shape 
than    the   proxy    statement   had    dis- 


■***«&, 


Will  this  meeting  please  come  to  order.  By  the  way,  is  this  C.I. 
Realty,  C.I.  Mortgage,  City  Investing  or  General  Development? 


over  60%  of  the  shares  were  voted 
"yes"  to  the  merger.  However,  one  big 
stockholder  yelled  "rape"  and  went 
to  court.  As  a  result,  the  whole  mat- 
ter is  up  in  the  air. 

The  angry  stockholder  is  one  Mau- 
rice Clairmont,  a  wealthy  investor, 
who  has  had  his  fingers  in  many  pies 
over  the  years,  including  Reliance 
Manufacturing,  Rice-Stix  Inc.,  Lee 
National  and  Atlas  General  Industries. 
Clairmont  owns,  through  a  corpora- 
tion he  controls,  almost  50,000  snares 
of  CIRI  stock,  2%  of  the  outstanding. 
He  is  one  of  the  largest  stockholders. 
Last  spring  Clairmont  asked  Huang  if 
he  would  step  down  and  let  him, 
Clairmont,  run  the  company.  Huang 
said  no.  When  the  conversion  idea 
was  announced,  Clairmont  ap- 
proached Huang  again.  Rebuffed  a 
second  time,  Clairmont  began  buying 


closed.  For  example,  there  was  a  proj- 
ect in  Ocean  City,  Md.  in  which  C.I. 
Mortgage  was  the  lead  lender,  with 
79%  of  the  loan,  and  CIRI's  $1.8-mil- 
lion  loan  made  up  the  other  21%.  The 
complex  of  245  condominium  apart- 
ments was  built  for  the  "second  home" 
market.  The  proxy  said  that  52  of  the 
apartments  had  been  sold.  But  it  failed 
to  disclose  that  the  project's  appraisal 
assumed  that  the  $50,000  "second 
home"  apartments  would  have  to  be 
sold  over  five  years,  with  31  sold  in 
1975  and  41  sold  in  1976.  These  were 
generous  assumptions.  The  developer 
himself  figured  that  sales  of  20  to  25 
apartments  a  year  in  1975  and  1976 
would  be  "excellent,"  especially  since 
there  are  2,500  unsold  condominiums 
in  Ocean  City  these  days. 

Even  with  the  appraiser's  assump- 
tions,   the   project   expected   only   to 


break  even.  There  would  be  no  profit 
for  CIRI.  Nor  did  the  proxy  mention 
that  the  lenders  would  have  to  pay 
the  $2,000  annual  cost  of  carrying 
each  unsold  apartment,  since  the  de- 
veloper could  not. 

There  were  similar  undisclosed 
facts  about  several  other  problem 
loans.  And  although  Huang  twice 
wrote  to  stockholders  after  the  proxy 
came  out,  he  didn't  tell  them  that 
CIRI's  president,  William  Healey,  had 
subsequently  determined  a  need  for 
reserves  in  excess  of  the  .existing 
$200,000.  The  trust  now  expects  to 
set  aside  huge  reserves— perhaps  in  the 
millions  of  dollars— in  its  annual  re- 
port, due  early  in  June. 

The  crowning  blow  to  Huang  and 
his  associates  came  in  March  when 
Davis,  Polk  made  a  discovery!  CIRI's 
Declaration  of  Trust  states  clearly  that 
in  order  to  maintain  its  independence 
from  City  Investing,  more  than  half 
of  CIRI's  trustees  must  have  no  asso- 
ciation with  City  Investing  or  its  af- 
filiates. Five  of  CIRI's  11  trustees 
were  openly  affiliated  with  City  In- 
vesting and  said  so.  But  on  Mar.  11 
the  attorneys  informed  Judge  Kevin  T. 
Duffy  of  the  Southern  District  Court 
that  they  had  recently  discovered 
that  two  supposedly  independent  trus- 
tees had  been  "for  some  time  past" 
members  of  the  board  of  General  De- 
velopment Corp.,  a  real  estate  com- 
pany in  which  City  Investing  has  a 
controlling  59%  interest.  In  fact,  as  the 
letter  disclosed,  both  had  been  on  the 
GDC  board  for  over  a  year.  "Thus," 
the  letter  said  blandly,  "it  is  possible 
that  these  two  trustees  could  be  con- 
sidered as  being  affiliated  with  City  In- 
vesting Company."  The  two  men  are 
William  A.  Lyon,  a  trustee  and  former 
chairman  of  Dry  Dock  Savings  Bank 
and  former  Superintendent  of  Banks 
for  New  York  State,  and  Robert  M. 
Morgan,  chairman  of  the  Boston  Five 
Cents  Savings  Bank. 

Davis,  Polk's  overlooking  the  two 
men  is  one  thing.  But  how  in  the 
world  did  Peter  Huang,  a  City  execu- 
tive vice  president  and  chairman  of 
both  GDC  and  CIRI,  miss  them?  And 
how  were  they  missed  by  the  three 
other  common  members  of  the  two 
boards?  Huang  says  he  knew  about 
them  all  along,  but  he  was  unaware 
of  any  conflict.  In  other  words,  the 
board  chairman  and  five  other  trus- 
tees didn't  know  the  Declaration  of 
Trust.  "You  know  more  about  C.I. 
Realty  Investors  than  I  do,"  Huang 
half  jokingly  told  Forbes'  Subrata 
Chakravarty.  Lyon  and  Morgan  have 
since  resigned  from  the  GDC  board. 
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The  Numbers  Game 


ed  with  the  barrage  of  adverse 
information  dredged  up  by  Clair- 
mont's  suit,  Davis,  Polk  lawyers  rushed 
to  Washington  on  Mar.  11  to  confer 
with  the  Securities  &  Exchange  Com- 
mission, which  had  passed  the  orig- 
inal proxy  without  so  much  as  a  letter 
of  comment— highly  unusual  for  as 
troubled  an  industry  as  the  REITs. 
On  Mar.  13,  at  the  "suggestion"  of 
Curtis  Davies,  assistant  director  of 
the  SEC's  Corporate  Finance  Division, 
CIRI  withdrew  its  proxy  statement 
pending  audited  year-end  financial 
statements,  and  Clairmont's  case  was 
declared  moot. 

C.I.  Realty  is  bitter  over  the  Clair- 
mont  suit.  Davis,  Polk's  Kaynor  said: 
"We  are  very  exercised  by  Mr.  Clair- 
mont,  and  we  wanted  to  see  you 
because  we  are  concerned  that  he  is 
using  you  and  your  publication  for  his 
purposes." 

To  that,  Peter  Huang  added  angri- 


ly: "Clairmont  puts  forth  this  posture 
that  he  is  doing  something  for  the 
stockholders.  That's  sheer  bullshit! 
The  last  time  I  spoke  to  him,  he  said: 
Tf  you  guys  don't  let  me  in,  I'm  going 
to  sue  you  in  C.I.  Realty,  in  General 
Development  and  in  City  Investing!' 
Clairmont  is  a  raider.  I  will  never 
let  him  in  if  I  can  help  it.  I  have 
an  obligation  to  the  stockholders." 

Clairmont,  equally  angry,  denies 
that  he  ever  threatened  Huang.  He 
says:  "What  is  your  definition  of  a 
corporate  raider?  Is  everyone  who  ever 
took  over  another  company  a  raid- 
er?" He  adds,  "I  have  owned  stock 
in  at  least  500  companies.  Every  com- 
pany I  ever  controlled,  I  left  better  off. 
I  have  never  made  a  tender  offer  to 
acquire  a  company  or  engaged  in  a 
proxy  fight,  and  I  have  only  once  be- 
fore sued  a  management  [Franklin 
Realty  Trust  in  1974].  Everything  I 
told  you,  I  documented." 


The  fight  is  not  over  by  any  means. 
Clairmont  wants  a  stockholder  list  so 
he  can  write  to  stockholders  directly. 
CIRI  won't  give  him  a  list,  so  Clair- 
mont is  back  in  court. 

CIRI,  for  its  part,  hasn't  given  up 
on  the  Celadon  merger.  "We  are  go- 
ing to  do  this  again,"  vows  Huang, 
"and  this  time  I  am  going  to  take  it 
to  the  bitter  end.  I  am  going  to  take  it 
through  the  courts.  I  want  to  be  vin- 
dicated. We  have  done  nothing  wrong 
and  I  personally  get  not  one  dime 
from  this." 

Who's  right?  Who's  wrong?  The 
courts  will  have  to  decide.  Rut  the 
important  point  is  that  had  Clairmont 
not  sued,  the  average  stockholder 
would  have  had  to  make  a  decision 
affecting  the  remnants  of  his  invest- 
ment on  rather  incomplete  informa- 
tion. Considering  the  beating  they 
have  taken,  the  poor  REIT  sharehold- 
ers deserve  better  than  that.  ■ 


AT&T's  Near  Miss 

It  came  that  close  to  getting  $1.6  billion  new  equity. 


It  was  almost  a  roaring  success. 
American  Telephone  &  Telegraph  Co. 
got  only  $160  million  new  capital 
from  an  operation  that  might  have 
grossed  ten  times  that  much. 

To  raise  $1.6  billion  in  1970  AT&T 
floated  a  huge  debenture  issue,  bear- 
ing 8%%  interest.  As  a  sweetener, 
AT&T  attached  to  each  $100  deben- 
ture warrants  to  buy  two  shares  of 
AT&T  common  at  $52  a  share— ex- 
actly the  market  price  at  the  time,  but 
well  below  the  best  price  of  previous 
years.  Surely  AT&T  would  go  above 
52  before  the  warrants  expired  five 
years  later,  giving  AT&T  a  badly 
needed  $1.6  billion  in  equity  capital 
and  the  w  arrantholders  a  nice  profit. 

In  the  end,  AT&T  was  the  victim 
of  bad  luck.  Its  stock  did  later  hit 
55,  but  then  the  1974  crash  (hopped 
it  all  the  way  to  39%.  It  came  back 
in  the  1975  rally,  but  only  to  52  just 
before  the  warrants  expired,  so  it 
hardly  paid  to  exercise  them. 

At  52,  however,  the  warrants  had 
some  slight  value,  but  not  much,  since 
they  carried  the  right  to  buy  slock- 
directly  from  the  company,  without 
any  commission  When  they  expired 
at  the  close  of  business  on  May  15, 
therefore,  the  warrants  sold  for  less 
than  2  cents,  and  only  about  one- 
tenth  of  them  were  exercised.  Even 
then,  the  public  apparently  did  not 
take  all  of  the  3  million  new  shares 
i    by   the   exercise.    Days   later 


members  of  the  Morgan  Stanley-led 
syndicate,  organized  to  facilitate  the 
warrant  exchange,  still  held  so  many 
shares  that  permission  had  to  be  ob- 
tained to  trade  them  off  the  Rig 
Board. 

Down  at  AT&T's  marble-walled 
Manhattan  headquarters,  they  were 
pulling  on  brave  faces  a  day  later. 
Treasurer  William  L.  Mobraafa  a 
noted  that  the  recession  had  sharply 
reduced  Ma  Bell's  external  capital 
needs  for  1975  to  a  manageable  $ 
billion,  compared  with  $4.2  billion 
hist  year,   With  the  in<  reases   in   in- 

"t  fd\  ci edit  (from  4%  to  10 
and  AT&T's  revised  dividend  n 
V<  I ni'  nl  plan  for  Common  stockhold- 
ers i'io  include  a  5%  discount),  the 
requirement  was  actually  down  to 
about  $2.7  billion.  "Last  year  our  as- 
soi  <('  d  *  ompanies  raised  $2.5  billion, 
and  they  should  be  able  to  do  as  well 
this  year,"  savs  Mobraaten 

Nice  To  Have 

Still,  the  billion-plus  in  equity  mon- 
ey would  have  spared  -Ma  Bell  some 
trips  to  the  bond  market,  with  its 
hieh  interest  rates.  It  would  also  h 
helped  redress  AT&T's  H7%  debt-to- 
equify  ratio,  twice  1965's  l< 

Couldn't  AT&T  simply  have  ex- 
tended the  w.  hi.  nits'  life,  as  other 
companies  have  done,  in  the  hope 
that    its   common   would   soon   hit   55? 

"A  year  ago  we   thought   over  all 


the  alternatives  very  carefully,"  says 
Mobraaten.  Extension  was  ruled  out 
because,  in  AT&T's  view,  that  would 
have  given  added  value  to  the  war- 
rants. Under  the  doctrine  of  preemp- 
tive rights,  which  says  that  any  such 
increase  in  value  must  be  spread 
equally  to  all  equity  shareholders, 
AT&T  feared  a  flood  of  stockholder 
lawsuits.  Companies  that  did  ex- 
tend their  warrants  eould  do  so  be- 
cause taxable  value  W!  ned  to 
their  warrants  did  not. 
AT&T  has  enough  headaches  over 
the  warrant  To  stabilize  the 
operation  Moi  put  in  a 
standi'.'  h  V!«Si  guar- 
anteeing ii  ag  v  'me 
syndicate  Mien, 

&    Ei  hai  ".i\ 

have   taken  i, an    Moi  gan   Stan- 

ley at  Sin  50    the  deal  and 

resold  it   to  them  ..'   5: 
also  lnv<  rtig  iting  i  harj  x 

common   was   man  I   up   to 

red 
For  all  the  v 

,ot  on  wai  in  the 

wind:    At   its   A 

AT&T  i'm  rsuadi  d   its  i  h  k- 

holdi  is  to  appro  i   a  propo  ition  i 
nutting   the   company    to   waive    the 
mandatory  preemptive  rights  thai  p 
vented  the  <  on 

the  life  of  the  i<  centl  I  wai 

rants    That  pa  for  Future 
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Chemicals9  New  Success  Formula 


In  a  phrase,  it  is:  Hold  that  line! 


Commenting  on  the  chemical  in- 
dustry's determined  effort  to  keep 
prices  up  in  the  face  of  falling  de- 
mand, an  analyst  said:  "They  are 
hanging  by  their  teeth." 

Maybe  so,  but  the  chemical  com- 
panies may  have  succeeded  in  pulling 
themselves  up  by  their  dentures.  If 
the  Administration  and  many  pundits 
are  right  about  the  economy  turning 
soon,  the  industry  will  enter  1976  in 
its  best  shape  in  memory. 

Lehman  Bros,  chemical  analyst 
Emil  Mikity  says:  "I  think  they  [the 
chemical  companies]  have  passed  the 
crisis."  Even  H.C.  Wainwright's  cau- 
tious William  Williams  tends  to  think 
the  worst  is  over. 

The  industry  has  seen  first  hand  in 
this  past  quarter  just  how  beneficial 
price  stability  can  be.  Despite  volume 
decreases  of  15%  to  20%,  all  but  fiber 
prices  held.  And  now  even  fiber  prices 
are  rebounding. 

By  reducing  operations  to  70%  of 
capacity  and  holding  prices,  the  in- 
dustry was  able  to  far  outperform 
U.S.  industry  in  general  during  the 
first  quarter.  The  industrial  chemical 
makers  in  particular,  such  as  Dow 
and  Union  Carbide,  posted  profit  in- 
creases of  20%  to  25%,  and  Stauffer, 
aided  by  its  agricultural  and  specialty 
chemicals,  boosted  earnings  by  45%. 
Of  the  industry's  top  12,  only  five 
fiber  makers  (Allied,  Celanese,  du 
Pont,  Hercules  and  Rohm  &  Haas) 
showed  lower  first-quarter  earnings. 

As  the  year  wears  on,  the  effects- 
of  low  volume  will  take  a  toll.  In  all, 
chemical  analysts  forecast  profit  de- 
clines  of   10%   to  20%  for   the   year, 
which  is  not  bad  at  all  when  com- 


pared with  last  year's  gains  of  30%  to 
50%.  It  compares  favorably  with  prof- 
it declines  of  20%  to  30%  projected  for 
U.S.  industry  as  a  whole. 

The  price  leader,  unsurprisingly,  is 
Dow,  the  first  or  second  producer  of 
almost  every  chemical  it  makes.  Paul 
Oreffice,  its  financial  vice  president, 
explains  what  has  happened:  "Our 
customers  have  seen  what  shortages 
can  do  to  them.  And  everybody  is 
convinced  there  will  be  shortages 
again,  in  1976  or  1977.  They  know 
those  shortages  will  be  far  worse  if 
we  can't  generate  the  capital  to  ex- 
pand." His  reasoning  must  have  con- 
vinced at  least  Union  Carbide,  the 
other  big  industrial  chemical  produc- 
er. That  Park  Avenue  price-cutter 
of  old  is  holding  fast  this  time  around. 

Signs  Of  Difference 

This  new  ability  to  hold  prices  is 
the  first  thing  that  sets  today's  chemi- 
cal industry  apart  from  the  industry 
of  five  years  ago.  The  second  is  spend- 
ing. At  its  peak  prosperity  period  of 
1966  and  1967,  the  industry  had  al- 
ready started  building  ruinous  over- 
capacity. It  is  true  that  today  they 
are  once  again  spending  record  dol- 
lars, some  $7.2  billion  this  year,  up 
from  $5.6  billion  last  year,  and  60% 
over  1973's  $4.5  billion.  But  those 
numbers  are  not  quite  as  big  as 
they  look,  thanks  to  inflation.  All  those 
billions  don't  appear  to  be  buying 
overcapacity.  Capacity  additions  will 
total  only  5%  to  7%  over  each  of  the 
next  two  years.  Dr.  Anantha  Raman, 
analyst  at  First  Boston,  figures  that 
a  slow  economic  recovery  starting  in 
this  year's  third  quarter  would  leave 


the  industry  operating  at  the  highly 
profitable  levels  of  82%  of  capacity 
in  1976  and  85%  in  1977.  If  prices 
held  at  70%  of  capacity,  they  should 
be  in  even  better  shape  at  82%. 

That's  not  the  only  aid  and  comfort 
inflation  has  given  to  chemicals.  For 
the  first  time  in  memory,  new  capacity 
is  more  expensive  per  unit  of  produc- 
tion than  capacity  in  place.  No  one, 
not  even  the  oil  companies,  is  tempted 
to  jump  into  the  field.  In  fact,  as  things 
are  evolving,  the  oil  companies  are 
working  hand  in  glove  with  the  chem- 
ical companies.  Notes  Regis  Schul- 
tis,  analyst  and  vice  president  for 
Smith  Barney:  "By  and  large,  these 
days  petroleum  company  investment 
complements  chemical  company  in- 
vestment. The  capital  requirements  for 
their  naphtha  crackers  [which  supply 
basic  feedstocks  to  the  chemical  in- 
dustry] are  simply  immense."  Alto- 
gether, the  four  largest  chemical  com- 
panies (Dow,  du  Pont,  Monsanto  and 
Union  Carbide)  will  spend  over  $3 
billion  this  year,  or  roughly  twice  as 
much  as  the  entire  oil  industry  will 
spend  on  chemicals. 

This  does  not  mean,  however,  that 
the  chemical  industry  is  problem -free. 
Analyst  Raman  lists  some  "red  but- 
tons" of  warnings,  such  as  the  dearth 
of  feedstocks  and  their  volatile  prices. 
And,  of  course,  everything  hinges  on 
the  industry's  continuing  ability  to 
maintain  its  prices. 

Two  years  ago,  Forbes  looked  at 
the  industry  and  noted  that  it  was  on 
the  wagon;  it  had  left  off  bingeing  on 
overcapacity  and  ruinous  price  com- 
petition. Well,  it's  still  on  the  wagon. 
And  that  sure  beats  bingeing.  ■ 
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The  Man  On  The  Spot .  •  . 


...  is  the  financial  vice  president  in  the  increasing  number  of 
major  corporations  that  are  being  kept  alive  by  the  banks. 

What  we  are  seeing  today  is  the 
morning-after  of  the  biggest  credit 
hinge  in  U.S.  history.  The  recession 
has  given  a  terrible  hangover  to  hun- 
dreds ol  companies  that  took  one  too 
man)  in  the  days  of  easy  credit.  And 
were  not  just  talking  about  the  real 
estate  investment  trusts,  the  Lock- 
heeds  and  W.T.  Grants   (see  p.  36). 

In  many  such  companies  the  key 
man  today  is  the  chief  financial  of- 
ficer. Men  like  Ed  Meyer  of  Trans 
World  Airlines.  Paul  Priest  of  Address- 
ograph  Multigraph.  Luke  Wygal  of 
Evans  Products,  Larry  Shelton  of 
Genesco. 

These  men  can't  make  their  com- 
panies healthy  again.  That  is  up  to 
the  chief  executive— and  the  economy. 
They  can,  if  they  are  skillful  enough, 
assure  that  their  companies  will  still 
be  around  when  fortunes  turn. 

But  one  false  step  now  and.  .  .  . 

Take  TWA,  for  example.  For  the 
first  quarter  alone,  the  company  has 
just  reported  a  loss  of  $73.3  million— 
a  record  for  a  U.S.  airline.  Being  cap- 
ital-intensive, airlines  can  weather 
heavy  losses  as  long  as  their  cash  flow 
is  larger  than  the  loss.  Last  year,  how- 
ever, when  TWA's  airline  operations 
lost  $46  million  before  consolidation, 
the  remaining  $55  million  in  cash 
flow  was  more  than  eaten  up  by  pay- 
ments toward  eight  L-lOlls  to  be  de- 
livered this  year  and  by  essential 
maintenance  spending.  So  TWA 
wound  up  last  year  with  a  negative 
cash  flow  of  $235  million.  With  busi- 
ness in  a  deep  slump,  it  cannot  rea- 
sonably hope  for  a  positive  cash  flow 
until  mid-1976.  Working  capital  at 
the  year's  end  had  shrunk  from  $64 
million  to  under  $1  million.  Another 
$67  million  in  debt  is  due  this  year, 
and  $150  million  must  be  found  for  14 
727s  coming  on  in  1976  and  1977. 
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How  Come? 

Isn't  it  fair  to  ask  how  TWA  even 
got  into  this  mess?  We  put  the  ques- 
tion to  Carl  E.  (Ed)  Meyer  Jr.,  TWA's 
46-year-old  financial  senior  vice  presi- 
dent, who  came  to  TWA  from  East- 
ern Air  Lines  in  1968. 

"You  want  to  get  on  me  because 
we  bought  too  much  equipment?"  he 
snaps  impatiently.  "You  want  to  play 
Monday  morning  quarterback?  O.K., 
we  did.  Everybody  did.  But  we 
bought  it.  And  we  are  badly  crippled." 

Did  he  try  deferring  those  L- 10 lis? 

"We  deferred  as  long  as  we  could," 


says  Meyer.  "Did  we  have  to  take  de- 
livery? Let's  put  it  this  way.  We 
would  have  had  to  make  a  decision 
at  the  time  of  the  Rolls-Royce  bank- 
ruptcy to  write  off  in  excess  of  $150 
million  in  progress  payments  and  re- 
lated commitments.  It  would  have 
taken  a  long,  long  time  to  generate 
enough  revenue  to  work  $150  million 
down  to  the  bottom  line." 

Cut  costs?  "You  get  to  a  point  you 
just  can't  go  beyond,"  he  says,  "when 
you  have  to  compete  with  very  ag- 
gressive, heads-up  competitors  like 
United,  American  and  Pan  Am.  We 
must  maintain  service  quality."  TWA, 
he  goes  on,  has  been  slashing  away 
at  its  costs  ever  since  last  spring." 

Fuel?  Meyer's  eyes  flash  angrily. 

"If  you  had  been  sitting  in  my  job 
back  in  1972  and  somebody  had  said, 
'Your  costs  are  going  to  go  up  $200 
million  for  fuel  in  1974,'  you  would 
have  had  to  say  there's  no  way  ...  no 
ivay  we  can  live  through  that!"  Meyer 
pounds  the  table  for  emphasis.  "And 
we  suffer  a  severe  disadvantage  ver- 
sus our  competitors  in  the  price  of 
fuel.  Since  American  and  United  have 
contracts  that  extend  out  beyond  ours, 
they  pay  3  to  5  cents  less  for  fuel 
on  domestic  routes.  If  we  had  their 
costs,  we'd  save  $40  million!  And,  of 
course,  our  fuel  costs  overseas  escalated 
to  a  much  greater  extent." 

Last  year  TWA  took  the  Federal 
Energy  Administration  to  court, 
charging  that  they  had  not  brought 


about   an   "equitable   distribution     of 
oil  prices.  The  case  is  still  on  appeal. 

"I  have  to  say  I  never  thought  that 
ground  could  shift  so  quickly  as  to 
the  most  basic  premises  on  which  we 
operate  in  this  industry,"  Meyer  goes 
on.  "And  it's  not  just  fuel.  Take  World 
Airways'  filing  for  an  $89  transcon- 
tinental fare.  Or  take  the  deregnlatois 
who  talk  about  totally  deregulating 
the  industry.  You  almost  can't  plan 
lor  such  bizarre  eventualities." 

TWA  is  almost  entirely  at  the  mercy 
ol  its  banks.  It  has  simply  no  wa\ 
to  get  long-term  financing,  and  cash 
How  is  clearly  inadequate.  For  TWA 
that  means  the  dangerous  game  of 
using  short-term  bank  loans  lor  long- 
term  capital  spending.  A  desperate 
gamble?  "It  depends  on  how  much 
of  that  $300-million  line  you're  using, 
Meyer  replies.  "Two  hundred  million 
dollars?  Too  much  lor  that  purpose. 
A  hundred  million?  No.  I  think  that 
would  be  fine  as  a  temporary  source 
ol  capital  financing." 

At  the  moment,  TWA  has  drawn 
down  half  its  $300  million,  but  some 
of  this  may  be  temporary.  "We  are  a 
highly    seasonal    carrier."    Meyer    ex 
plains,  "and  when  we  get  into  the  \.> 
vember-to-March  period  we  have  i« 
verse  cash  outflows,  particularly  with 
the   capital   programs   we   have,    and 
we  look  to  the  revolver  to  fund  us  over 
seasonal  periods  like  that." 

But    if    traffic     doesn't    pick    Up    this 

summer?    Meyer   doesn't    indulge    in 
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12  YEARS  OLD  WORLDWIDE- 
BLENDED  SCOTCH  WHISKY  86  PROOF- 
GENERAL  WINE  &  SPIRITS  CO.,  NEW  YORK,  N. 


Hamilton  Standard's 
Autosense  is  the  world's 
most  sophisticated  com- 
puterized diagnostic  unit 
for  automotive  engine 
analysis. 


Electric  utilities  use  our 
gas  turbines  in  single-  and 
multi-engine  plants  for 
peak  demand.  These  units 
come  in  modular  packages 
for  fast  on-site  installation. 


Our  Essex  subsidiary  pro- 
duces cable  like  this  for 
1600  telephone  companies, 
and  has  pioneered  in  mois- 
ture-proof cable  for  under- 
ground installation. 


It  took  a  lot 

of  technology 

to  change a 

name  like 
United  Aircraft. 

Because  we're  now  a  multi-market  company, 
our  old  one-market  name  no  longer  fits. 


The  name  our  company  has  borne 
since  1934  is  hardly  descriptive  of 
the  activities  in  which  we  are  now 
engaged. 

While  our  traditional  aircraft  and 
aerospace  businesses  continue  to 
grow,  we've  tapped  the  vast  tech- 
nology bank  that's  evolved  from 
these  operations  to  enlarge  the 
company's  business  base  in  indus- 
trial and  commercial  fields. 

Through  the  selective  exercise  of 
our  abilities  and  skills  over  a  wide 
spectrum  of  high  technologies,  we're 
now  a  multi-market  corporation. 
But  one  with  the  same  solid, 
dependable  virtues.  A  corporation 


with  1974  sales  in  excess  of  $3.3 
billion,  substantial  financial 
strengths,  a  39-year  record  of 
consecutive  dividend  payments,  a 
truly  international  business  with 
representation  in  some  120  coun- 
tries of  the  world. 

We're  also  a  corporation  with  a 
promising  future.  Because  when  all 
those  technologies  are  United, 
there's  no  limit  to  our  powers  of 
invention.  United  Technologies 
Corporation,  Hartford,  Conn.  06101. 


1974 

1964 

Total  Sales 

$3,321,106,000 

$1,235,918,000 

Net  Income 

104.705,000 

29,084,000 

Business 
Backlog 

3,577,000,000 

1,200,000,000 

UNITED 
TECHNOLOGIES 


We'll  always  be  a  major 
force  in  flight— both 
military  and  commercial 
Our  Pratt  &  Whitney 
A  ircraft  engines  power 
a  ircraft  for  188  airlines 
around  the  world. 


:  Winking.  "Even  in  this 
viod  we  had  the  revolver 
!  to  zero  Jast  summer." 

Obviously,  however,  Meyer  can't 
itch  that  $300-million  revolver  far 
mgh  to  sop  up  all  of  TWA's  red 
ink  and  a  major  capital  expansion 
.veil— no  matter  how  adroit  he  is. 
So  he's  begun  selling  off  surplus  as- 
>ix  of  TWA's  19  747s  have  been 
sold  for  $99  million  to  the  Iranian  mil- 
itary at  a  $10-million  loss,  and  Iran 
w  ould  be  welcome  to  a  few  more. 

"The  747s  were  only  covering  their 
operating  costs,"  he  explains.  "Not 
their  ownership  costs  [meaning  de- 
preciation, insurance  and  tying  up 
capital].  So  by  eliminating  those  own- 
ership costs  we'll  recover  our  $10- 
million  loss  in  ten  or  11  months." 

That  $99  million  is  a  welcome  drop 
in  the  bucket  for  TWA.  Meyer  also 
saved  $4  million  on  sinking  fund  pay- 
ments by  buying  up  $17  million  worth 
of  TWA  debt  at  a  discount.  Though 
losses  and  debt  covenants  have  put 
TWA  in  arrears  on  one  income  de- 
benture and  one  preferred  issue  (as 
has  happened  twice  before),  Meyer 
proudly  notes  that  TWA  is  not  in  de- 
fault on  any  long-term  debt.  Not  yet, 
anyway. 

But  what  cards  does  he  have  left 
to  play?  "The  only  thing  we  can  do 
is  run  a  profitable  airline,"  he  says. 
On  May  5,  TWA  asked  for  a  5%  do- 
mestic fare  increase  and  a  $184-mil- 
lion  domestic  subsidy.  The  chances  of 
TWA  getting  that  subsidy  are  so  re- 
mote that  some  airline  executives 
view  the  request  as  a  way  of  under- 
scoring the  urgency  of  the  situation. 
The  rate  hike  is  no  sure  thing  either. 

That  leaves  merger.  "There's  a 
great  tax  benefit  that  could  be  worked 
out,  no  question  about  it,"  says  Meyer. 
Is  there  a  company  big  enough  and 
venturesome  enough  to  take  on  $2- 
billion-assets  TWA?  It  is  conceivable 
that  Chairman  William  Miller  of  Tex- 
tron might  step  up  to  it.  After  all, 
several  months  ago  he  made  a  pass  at 
$1.6-billion-assets  Lockheed,  in  part 
for  tax  shelter  considerations.  Of 
course,  Miller  would  have  to  get  per- 
mission from  the  Civil  Aeronautics 
Board  to  acquire  more  than  10%  of 
TWA,  and  he  would  undoubtedly 
want  some  guarantee  of  subsidy  or 
rate  hikes  as  well. 

Gone,  however,  is  the  possibility 
of  a  TWA-Pan  American  merger 
(dubbed  the  "flying  Penn  Central"  in 
some  quarters),  which  the  CAB  was 
urging  on  both  airlines  (for  the  third 
time)  last  fall.  Pan  Am  has  been 
saved,  at  least  for  the  moment,  by  a 
promised  $300-million  cash  infusion 
from  the  Shah  of  Iran.  And  that  prob- 
ably shuts  off  further  assistance  from 
Iran  for  TWA.  "If  we  can  just  see  our 


Meyer  of  Trans  World  Airlines 

way  through  the  next  18  months  .  .  ." 
says  Meyer. 

Compared  with  Ed  Meyer,  you 
might  think  that  Paul  E.  Priest,  67, 
of  Cleveland's  Addressograph  Multi- 
graph  has  it  easy.  After  all,  AM  has 
a  comfortable  debt/ equity  ratio  of  1 
to  1.52,  and  with  a  little  luck  the 
company  just  might  be  able  to  stay 
barely  in  the  black  this  year. 

But  Priest  does  not  have  it  easy. 

With  outfits  like  Xerox,  Interna- 
tional Business  Machines  and  East- 
man Kodak  prowling  about  the  peri- 
pheries of  AM's  duplicating  business, 
Priest  is  understandably  eager  to 
raise  a  little  long-term  money.  But 
what  good  is  a  low  debt/ equity  ra- 
tio if  you're  a  marginal  company  with 
a  triple-B  credit  rating?  "We  talked 
to  quite  a  few  people,"  says  Priest, 
"but  we  weren't  able  to  find  anyone 
very  much  interested." 

"The  Banks  Were  Tough" 

Back  to  the  banks,  then.  Another 
brick  wall.  Additional  credit?  Longer 
terms?  Forget  it,  said  the  banks.  In- 
deed, just  to  roll  over  an  existing  $50- 
million  line  into  a  $56.6-million  one- 
year  line  last  November,  AM  had  to 
pay  120%  of  prime  and  agree  not  to 
resume  dividend  payments. 

"The  banks  were  quite  tough  to 
deal  with  initially,"  says  Priest,  "ami 
they  should  have  been.  They  wanted 
to  know  how  we  got  into  this  business 
of  borrowing  90-day  money  and  using 
it  to  finance  five-year  leases.  Of  course 
we  shouldn't  be  doing  that. 

"And  they  asked  themselves  how 
many  more  major  types  of  problems 
would  this  company  encounter?  In 
1971  we  wrote  off  $17  million  in  dis- 
continued products.  Then  we  hit  'em 
again  in  1973  when  we  looked  at  tin 
inventory— another    $14    million.    And 


$6.5  million  in  a  reserve  for  receiv- 
ables. So  the  prospects  didn't  look 
very  good  to  anyone  who  really  didn't 
know  our  business." 

Suppose  one  of  AM's  major  banks, 
Citibank,  say,  or  Continental  Illinois, 
had  refused  to  renew  its  commitment 
to  that  line.  What  then?  "There 
would  have  been  a  very  disastrous  re- 
sult, I'm  afraid!"  says  Priest. 

Priest's  candor  about  AM's  dismal 
credibility  is  not  a  reflection  on  his 
ovfti  performance  as  financial  vice 
president,  however.  Until  1973  he  was 
working  at  TRW  as  vice  president 
and  controller.  At  his  retirement 
party  that  spring,  AM  board  member 
Horace  A.  Shepard,  TRW's  chair- 
man, asked  Priest  if  he  would  mind 
"helping  out  a  bit"  at  Addressograph 
Multigraph.  "Their  plant  headquar- 
ters was  right  next  door,"  says  Priest, 
"and  I  knew  many  of  their  people. 
So  I  accepted.  I  think  I  had  the  short- 
est retirement  on  record— five  days!" 

So  appalling  was  the  mess  Priest 
walked  into  at  AM  that  it  might  make 
a  script  for  Mel  Brooks'  next  movie 
(Blazing  Balance  Sheets?).  "First  off," 
says  Priest,  "we  had  to  straighten  out 
the  accounts  receivable,  which  had 
just  gotten  to  astronomical  propor- 
tions. To  do  that,  we  had  to  have 
some  basic  things— like  purchase  or- 
ders from  the  customers!" 

With  no  systematic  way  of  keep- 
ing track  of  orders  that  came  in  from 
its  salesmen  on  scraps  of  paper  or  over 
the  telephone,  AM  was  literally  un- 
able to  itemize  its  monthly  bills.  AM 
had  become  so  famous  for  its  sloppy 
bookkeeping  that  customers  took  ad- 
vantage of  the  situation  in  growing 
numbers.  By  the  time  Priest  arrived, 
$70  million  in  long  overdue,  often 
untraceable  bills  had  accumulated. 

The  internal  situation  was  worse. 

"Their  production-control  systems 
were  nonexistent,"  says  Priest.  "They 
made  an  annual  forecast  of  require- 
ments on  the  plants  and  ran  to  that 
forecast.  If  the  market  fluctuated,  the 
production  schedules  were  not  adjust- 
ed. There  was  no  inventory-control 
program  at  all.  You  couldn't  take  a 
machine  and  explode  it  into  its  com- 
ponents so  you  could  trace  it  back 
through  the  Factory  ami  match  it 
against  stock-production  require- 
ments. They  didn't  have  any  cost  cen- 
ters. No  control  points  in  purchasing, 
inspection,  services  like  (lie  electri- 
cians, the  plumbers,  the  millwrights. 
the  maintenance— nothing.  They  just 
had  one  massive  plant  with  a  total 
budget  for  it.  II  the)  were  making 
more  than  the)  needed  of  an  item,  all 
they'd  see  was  that  inventory  was 
ing  up  hut  that  the  demand  fol 
law  materials,  for  people,  and  all  the 
ancillary    Services    was    still    constant. 
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If  you  do  business  with  the 
Swiss  Bank  Corporation, 

it  tells  the  world  something 

about  your 
company. 
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In  domestic,  as  well  as  international  banking, 
dealing  through  a  bank  with  the  reputation  of 
the  Swiss  Bank  Corporation  can  be  very  helpful. 
In  Switzerland  and  all  over  the  world,  they  are 
known  for  their  excellence  in  banking.  Here  in 
the  United  States,  they  are  the  oldest  and  largest 
Swiss  Bank  offering  a  full  range  of  commercial 
services... including  domestic  and  international 
loans,  money  market  facilities  and  foreign 
exchange.  They  also  offer  their  personal  and 
unique  style  of  banking. .  .prompt,  efficient,  and 


as  dependable  as  a  Swiss  watch.  The  Swiss  just 
wouldn't  do  business  any  other  way. 

If  you  would  like  to  see  what  the  Swiss  Bank 
Corporation  can  do  for  you,  call  one  of  the  num- 
bers listed  below. 


SWISS  BANK 
CORPORATION 

The  oldest  and  largest  Swiss  bank 
in  the  United  States. 


1874 


New  York  (212)  791-2777,  Chicago  (312)  346-0350,  San  Francisco  (415)  434-2640,  Los  Angeles  (213)  489-5900 


Ihe 
Humana 
Dimension. 

We're  broadening  the  traditional  goals  of 
patient  care,  by  using  the  tools  of  private  enterprise 
to  build,  own  and  manage  hospitals  that  run 
at  a  profit. 


Humana  is  working  to  provide  not  only  what 
is  medically  important  to  the  patient  from  the  physician's 
standpoint,  but  also  that  which  is  important  from  the  pa- 
tient's point  of  view.  For  instance,  through  research,  we 
have  identified  the  major  sources  of  patient  anxiety  and 
we  are  developing  hospital  procedures  to  minimize  these 
anxieties  and  increase  the  patient's  comfort  and  sense  of 
well  being. 

The  key  to  Humanas  innovative  approaches  to 
providing  hospital  services  is  private  enterprise.  By  applying 
sound  business  practices  and  the  most  advanced  manage- 
ment techniques,  Humana  is  solving  the  biggest  problem 
facing  hospitals— increasing  costs  compounded  by  declin- 
ing labor  productivity. 
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We  have  dramatically  increased  productivity  in 
our  hospitals  and  have  controlled  escalating  costs.  Humana 
hospitals  are  able  to  run  at  a  profit  that  gives  us  the  invest- 
ment attractiveness  to  provide  the  capital  formation  to  build 
new  hospitals. 

What  were  accomplishing  is  of  great  impor- 
tance to  the  future  of  our  country's  hospital  services.  The 
price  tag  for  replacing  worn-out  hospitals  and  building  new 
needed  ones  cannot  be  met  by  traditional  means  Humana 
represents  a  new  and  important  resource  that  will  play  a 
vital  role  in  providing  the  quality  and  quantity  of  hospital 
services  we  all  want  Humana  Inc..  One  Riverfront  Plaza, 
Louisville,  Kentucky. 


The 

Hospital'  • 
Company:. 


Leading  a  quiet  revolution 
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Priest  of  Addressograph  Multigraph 

There  was  no  way  for  management 
to  react  intelligently." 

Priest  still  hasn't  finished  installing 
AM's  cost-accounting  system.  "You 
can't  clean  house  and  fix  something 
like  this  overnight,"  he  explains.  "It 
isn't  a  question  of  staff,  it's  just 
a  very  tedious,  difficult,  time-consum- 
ing thing  because  you  have  to  start 
at  the  lowest  level  to  develop  an  un- 
derstanding of  what  you're  tiying  to 
do.  Last  year,  for  example,  was  the 
first  time  we  took  a  complete  physical 
inventory  of  the  plant  and  asked  the 
divisions  to  relate  that  inventory  to 
end  products." 

Wasn't  Priest  amazed  by  what  he 
found?  "No,  no,"  he  says  with  an 
amused  twinkle  in  his  eyes.  "Strange- 
ly enough,  you  find  this  sort  of  thing 
in  a  lot  of  companies.  We  ran  into 
this  a  lot  when  we  bought  compa- 
nies at  TRW." 

But  how  could  AM  have  survived 
this  long  without  such  basic  cost  con- 
trols? "Well,  they  had  a  high  cash 
flow  and  I  think  these  things  were  a 
lot  less  apparent,"  says  Priest.  "It 
evidendy  didn't  bother  them  a  bit." 

It  bothered  the  Internal  Revenue 
Service,  however.  "It  was  almost  open 
warfare  between  the  IRS  and  AM!" 
says  Priest,  chuckling  at  the  sheer  va- 
riety of  problems.  "I  hadn't  been  here 
more  than  a  week  or  two  when  we  got 
a  30-day  notice  that  we  owed  them 
$18  million  for  1968  through  1970!" 

Since  much  of  the  tax  dispute  cen- 
tered in  the  leasing  area,  Priest  set 
up  a  tandem  finance  subsidiary  with 
the  Equilease  division  of  Eltra  Corp. 
This  helped  segregate  AM's  documen- 
tation problems  with  the  IRS  into  one 
troubleshooting  subsidiary.  It  also 
produced  some  cash,  which  helped 
Priest  to  cut  AM's  short-term  debt, 
much  of  which  had  been  financing 
those  leases,  from  $45  million  domes- 
tically to  $24  million.  And,  since 
Equilease  gives  AM  the  sales  price  of 


a  leased  machine  immediately  upon 
installation,  the  system  swells  AM's 
cash  flow  as  well. 

Meanwhile,  Priest  has  taken  the 
usual  cash-conservation  steps.  Unused 
plants  have  been  sold  off  and  others 
may  soon  follow.  Capital  spending  for 
expansion  has  been  completely  halted. 

Where  does  that  leave  Paul  Priest 
at  this  point?  It  leaves  him  sending 
detailed  monthly  reviews  and  com- 
plete quarterly  operating  statements 
to  the  banks,  praying  for  longer  terms 
when  AM's  line  of  credit  expires  this 
October.  "I  think  well  be  able  to  get 
that,"  he  says  hopefully,  "because 
we've  been  doing  exactly  what  we 
told  them  we'd  do— with  one  excep- 
tion: We're  not  going  to  achieve  our 
profit  goal,  because  of  the  deteriora- 
tion in  the  international  market." 

That  October  meeting  with  the 
banks  will  be  one  of  those  moments 
when  the  tension  gets  the  worst 
up  there  on  the  financial  vice  presi- 
dent's tightrope.  That  rope  can  sway 
quite  a  bit  underneath  his  feet.  Every 
corporate  finance  man  has  his  own 
horror  story. 

Larry  B.  Shelton,  40,  chief  operat- 
ing officer  of  Genesco,  vividly  recalls 
a  story  that's  going  the  rounds  among 
his  customers.  "It  concerns  a  discount 
operation  called  Mammoth  Mart,"  he 
says.  "They  were  current  as  could  be 
on  their  bills,  but  they  owed  mon- 
ey to  a  particular  bank.  They  also 
had  money  on  deposit  with  the  same 
bank.  The  bank  got  a  litde  bit  con- 
cerned and  just  moved  in  one  day 
and  claimed  Mammoth  Mart's  cash 
balances  as  an  offset  against  what 
the  company  owed.  It  forced  the  com- 
pany into  bankruptcy.  They  went  in- 
to Chapter  11  the  same  day." 

A  Matter  Of  Months 

If  Shelton  speaks  sympathetically 
about  Mammoth  Mart— which  has 
now  recovered— it  may  be  because 
Genesco  itself  came  perilously  close 
to  a  confrontation  with  its  own  lend- 
ers. Had  the  highly  publicized  and 
crippling  dispute  between  longtime 
Chairman  W.  Maxey  Jarman  and  his 
son  Frank  dragged  on  just  12  months 
longer,  Genesco's  long  overdue  re- 
structuring might  have  been  delayed 
until  it  was  too  late. 

Shortly  after  Frank  Jarman  took 
over  as  chief  executive  in  March  1973, 
for  example,  Shelton  was  able  to  ne- 
gotiate a  critical  $50-million,  long- 
term  loan  from  Prudential  Insurance 
for  Genesco  Financial— something  he 
might  not  have  been  able  to  do  a  year 
or  so  later  as  demand  for  such  private 
placements  soared  along  with  short- 
term  interest  rates.  Moving  swifdy  on 
cutbacks  that  had  long  been  stymied 
by  Maxey  Jarman,  Shelton  and  Frank 


We've  made 
a  seven-year 
niche. 

And  history. 

In  the  seven  years 
we've  been  public,  we've 
grown.  From  just  28  dailies 
in  1 967,  today  we're  one  of 
America's  largest  and  most 
far-flung  newspaper  families, 
with  50.  From  Vermont  to 
Guam. 

We've  grown,  too,  in 
the  kind  of  numbers  you 
understand  best.  Gross 
revenues.  Check  the  chart; 
then,  for  more  good  reading, 
send  for  our  annual  report. 
Write  Corporate  Secretary, 
Gannett  Co.,  Inc., 
55  Exchange  Street, 
Rochester,  New  York  14614. 
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Almost  85%  of  the  people 
we  asked  flunked  this  simple 

telephone  quiz. 


How  many  phone  companies  are 
there  in  America? 
1 


1   -  10 


10  -  100 
100  -  1,000 


More  than  1 ,000 


A  lot  of  people  have  the  notion  there  is  only  one  name  in  the 
telephone  industry. 

Not  true.  There  are  over  1,700  telephone  companies  in  America. 

Of  these,  United  Telephone  ranks  3rd.  We  serve  over  3,000,000 
phones  in  more  than  2,900  communities  in  21  states. 

Most  of  our  communities  are  rural  or  suburban.  None  is  more  than 
60,000  in  population.  But  these  are  precisely  the  areas  in  which  lies  the 
future  growth  of  the  country.  And  the  growth  of  the  telephone  industry 
as  well. 

Now  that  you  know  all  this,  you  can  pass  our  telephone  quiz  with 
flying  colors. 


United  Telecom 


United  Telecommunications,  Inc.    Ill 
We  operate  the  United  Telephone  System,  America's  third  largest. 


United  Telecommunications.  Inc  ,  P.O.  Box  11315,  Plaza  Station,  Kansas  City,  Missouri  64112 


Jarman  set  up  a  $60-million  aftertax 
reserve  that  drove  Genesco  $53  mil- 
lion into  the  red  in  1973  and  forced 
the  elimination  of  common  dividends. 
On  the  strength  of  that  cushion,  they 
have  since  been  able  to  close  135  S.H. 
Kress  stores  (the  remainder  of  the 
chain  is  now  marginally  profitable) 
and  101  women's  shoe  stores,  close 
or  liquidate  six  European  subsidiaries, 
shut  down  three  mills,  and,  for  a  small 
profit,  sell  four  other  manufacturing 
facilities. 

In  addition,  393  "management  per- 
sonnel" got  pink  slips,  their  absence 
covered  by  just  22  men  promoted  or 
brought  in  from  the  outside. 

Today  Genesco  is  back  in  the  red 
for  its  second  and  third  quarters  and 
faces  the  prospect  of  a  worsening  loss 
for  the  fourth.  Dividends  on  all  12 
preferred  issues  have  recently  been 
eliminated.  And  Larry  Shelton  is  fight- 
ing to  lower  his  inventories  faster  than 
Genesco's  sales  decline. 

Suppose  Genesco  hadn't  started  its 
belt-tightening  back  in  1973?  Shelton 
shakes  his  head  ruefully.  "These  are 
survival-type  times,"  he  says.  "A  lot 
of  companies  in  the  apparel  industry 
and  other  industries  are  not  going  to 
make  it.  Fortunately  for  us,  we  got  the 
jump  on  some  of  these  things.  This 
company  needed  an  awful  lot  of  tight- 
ening up." 

One  year's  delay  and  Genesco's 
creditors  would  have  asked  a  lot  more 
questions. 

In  theory,  when  you  are  a  big  bor- 
rower, you  are  not  at  the  mercy  of  a 
single  lender— as  Mammoth  Mart  was. 
In  practice,  however,  a  single  lender, 


Shelton  of  Genesco 
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even  a  smallish  one,  can  turn  a  finan- 
cial vice  president's  hair  white.  A 
case  in  point  is  Evans  Products,  a  $1- 
billion-sales  building-materials  com- 
pany in  Portland,  Ore.,  which  turned 
in  a  pretax  loss  of  $80  million  last 
year,  as  against  earnings  of  $31  mil- 
lion ($54  million  pretax)  in  1973.  It 
took  Evans  Executive  Vice  President- 
Finance  Luke  Wygal  four  months, 
starting  last  November,  to  hammer  out 
life-or-death  loan  agreements  with  the 
company's  creditors. 

Understandably,  Wygal  doesn't 
want  to  say  one  word  about  those 
negotiations  after  what  he  went 
through.  But  an  important  Evans  lend- 
er is  willing  to  describe  what  went  on 
at  those  tense,  prolonged  discussions. 

"There  were  26  lenders  in  all,"  he 
says,  "large  and  small  banks  and 
large  insurance  companies.  Each  had 
a  different  viewpoint  and  a  different 
objective.  Evans  was  following  an  ex- 
pansion policy,  and  that's  always  a 
problem  to  a  lender  when  things 
get  tight.  Evans'  internal  controls  to 
govern  a  far-flung  operation  didn't 
hold  up.  We  discussed  this  with  them 
before  the  negotiations." 

One  result  of  that  discussion  was 
that  Evans  Chief  Executive  Sheldon 
Kaplan  bowed  out  and  was  replaced 
by  founder  and  Chairman  Monford 
Orloff,  in  whom  the  creditors  still  had 
confidence. 

Conflicting  Interests 

Why  did  the  negotiations  take  so 
long?  "It  was  a  question  of  whether 
it  served  our  purpose  to  see  Evans 
through  this  difficult  period,"  the 
lender  replies.  "We  had  to  agree  to 
keep  the  company  going  until  they 
were  able  to  sell  off  certain  assets. 
'Some  lenders  wanted  to  nail  things 
down  immediately.  Others,  with  more 
complex  interests,  wanted  to  negoti- 
ate. And  there  were  batteries  of  law- 
yers involved  to  be  sure  everything 
was  legal.  We  had  lenders  involved 
only  in  seasonal  lines  that  mature 
within  a  few  months  and  we  had  in- 
surance companies  whose  maturities 
were  out  15  to  20  years.  How  do  you 
set  a  rate  that's  fair  to  all?  How  do 
you  arrive  at  the  formulas  for  reduc- 
ing debt  from  the  sale  of  assets.  The 
ratios  you  have  to  work  out.  ..." 

Repeatedly  the  lenders  had  warned 
Evans  Products  that  its  debt/ equity 
ratio  was  too  high,  particularly  with 
the  sharp  rise  in  interest  rates  last 
year.  Too  late,  Evans  management  re- 
sponded by  attempting  to  set  up  a  fi- 
nance subsidiary  that  would  sell  home 
contracts  to  institutions  and  thus 
avoid  tying  up  Evans  capital.  Before 
they  could  do  that,  however,  mort- 
gage money  disappeared  and  Evans 
was   stuck   carrying   the   paper   itself 


We  write 

bottom-line 

headlines. 

To  some  2.2  million 
reader  families,  we're  their 
daily  newspaper. 

To  advertisers  in  33 
varied  markets  from  Vermont 
to  Guam,  we're  the  basic 
advertising  medium. 

To  some  6,500  share- 
holders, we're  earnings  that 
have  grown,  through  thick 
times  and  thin. 

In  the  seven  full  years 
we've  been  public,  we've 
doubled  our  revenues,  and 
added  22  newspapers  to  our 
fold.  That  makes  good 
reading.  Read  all  about  it, 
and  more,  in  our  annual 
report.  Write  Corporate 
Secretary,  Gannett  Co.,  Inc., 
55  Exchange  Street, 
Rochester,  New  York  14614. 
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Announcing  the 

return  of  a  brand  new  name. 


Marsh  &  McLennan  Companies.  A  slightly  new  way 
of  looking  at  a  firm  that  got  its  start  104  years  ago. 

The  name  Marsh  &  McLennan  is  probably  familiar  to  you. 
We've  been  the  worlds  leading  insurance  broker  for  as 

long  as  anyone  can  remember. 

However,  the  formal  name  of 
the  parent  company  that  in- 
cludes Marsh  &  McLennan 
(and  others— see  box)  has 
been  Marlennan  Corporation 
since  1969.  And  that's  what's 


The  real 

Marsh  &  McLennan, 

circa  1904. 


Our  revenues 
keep  climbing. 


Henry  W.  Marsh 


Donald  R  McLennan 


been  changed.  As  of  May  21,  1975, 
the  name  Marlennan  Corporation 
wasputasideandMarsh&McLennan 
Companies,  Inc.  became  our  official 
corporate  designation. 

This  change  of  name  was  adopted 
for  just  one  reason:  It  more  accurate- 


Marsh  &  McLennan 

Insurance  Brokerage 

William  M.  Mercer 

Benefits  Consulting 

Putnam 

Investment  Management 

James  D.  Landauer 

Real  Estate  Consulting 

Guy  Carpenter 

Reinsurance  Brokerage 


EARNINGS  PER  SHARE 

Excludes  $.14/Share  Extraordinary  Credd  m 
1970  and  S  13/Share  Extraordinary  Charges 
.n  1972 


MSO 


ly  portrays  the  nature  of  the  company, 
both  from  the  way  our  organization 
is  structured  and  operated,  and  in 
the  way  our  clients  and  the  general 
business  community  see  us. 
Now,  too,  the  other  members  of  our 
corporate  family  are  more  readily 
identified  with  the  tradition  of  ser- 
vice, stability  and  professional  per- 
formance associated  with  the  name 
Marsh  &  McLennan. 

That's  why  we're  so  proud,  at  this  time,  to  announce  the 

return  of  a  brand  new  name. 


Source:  1974  Annual  Report 


Marsh  & 


Mciennan 


You  may 
know  us 
by  these 
names. 


as  interest  rates  soared. 

The  final  plan  involves  partial  liqui- 
dation of  the  company.  Evans  is  sell- 
ing or  closing  18  wholesale  building- 
materials  distribution  centers,  seven 
prefabricated  home-building  factories, 
two  paneling  plants,  a  sawmill,  a  lam- 
inate plant,  an  extruded-plastic-mold- 
ing plant,  a  mobile-home-component 
factory,  some  land,  some  machinery 
and  equipment,  a  ship  chartering  sub- 
sidiary and  the  brand-new  executive 
office  building  it  never  had  a  chance 
to  occupy. 

Of  the  Evans  offices  the  lender 
"Their  new  headquarters  build- 


savs: 


Charles  of  Prudential  Insurance 

ing  in  Portland  is  one  of  the  most  at- 
tractive in  the  city.  But  they  de- 
cided to  sell  it."  It  was  the  price 
Evans  had  to  pay  for  misreading  the 
economy. 

It  is  not  only  the  borrowers  who 
have  to  pay  a  price  for  this  kind 
of  company's  getting  overextended. 
There  is  more  than  one  class  of  lend- 
er, and  sometimes  the  static  gets 
pretty  thick  as  they  jockey  for  posi- 
tion. Ray  Charles,  56,  senior  vice 
president  for  bonds  and  commercial 
loans  at  Prudential  Insurance,  is  in 
charge  of  lending  about  $1  billion  a 
year  to  companies,  large  and  small, 
that  have»an  average  credit  rating  of 
Baa.  Unlike  the  banks,  though, 
Charles  lends  long.  He  gets  pretty 
peeved  at  commercial  banks,  who 
want  to  cut  and  run  from  a  company 
the  Pru  is  into  for  the  next  20  years. 

"There  have  been,  what  you'd  al- 
most call  attempts  at  blackmail  by  the 
smaller  participants  in  a  loan,"  says 
Charles.  "A*small  lender  will  have  $1 
million  in  a  situation  and  they  say  to 
ns.  'The  hell  with  you.  Pay  us  off,  or 
we  put  the  company  into  bankruptcy.' 

"They  don't  care  whether  they  have 
an  investment  in  that  company  or  not. 
Some  banks   take  the   same   attitude. 


They're  not  willing  to  work  out.  The 
ax  man  over  there  at  the  bank— he  can 
take  a  loss  and  it's  not  his  loss-it's 
that  other  bastard  who  made  the 
loan  three  years  ago.  Maybe  the  rea- 
son banks  do  it  is  that  they  get  a  48$ 
tax  break  on  their  bad  debts,  I  don't 
know.  They  think  they  can  say,  'Well, 
the  Pru  will  let  us  be  paid  off  without 
them  having  to  be  paid  off.'  Some 
of  the  biggest  banks  in  the  country 
pull  that  one.  Some  of  the  major  life 
insurance  companies,  too." 

Ray  Charles,  who  still  looks  like  the 
defensive  tackle  he  once  was,  doesn't 
like  to  be  pushed  around  like  that. 
"Bankers  seem  to  forget  that  short- 
term  debt  isn't  senior  to  long-term 
debt,"  he  goes  on.  "At  least  they  be- 
have like  that  on  the  first  round.  Some- 
times banks  will  say  'We'll  take  the 
bank's  traditional  collateral:  the  in- 
ventories and  the  receivables;  and 
you  take  the  insurance  company's  tra- 
ditional collateral:  a  mortgage  on  the 
plant.  You  know.  They  try  to  pull  that 
kind  of  stuff.  We  just  tell  them  to  for- 
get it.  If  a  company  is  not  in  good 
shape  and  there's  a  default  in  their 
covenants,  we  can  mature  our  loans 
right    along     with    the    short     term." 

Not  infrequently,  the  mere  threat 
of  such  action  by  a  major  long-term 
lender  like  the  Pru  will  force  smaller 
lenders  to  back  off.  There  might  not 
be  much  left  over  for  them  oner  the 
Pru  takes  its  share. 

By  and  large,  financial  vice  presi- 
dents are  disciplined  men,  unaccus- 
tomed to  the  luxury  of  expressing  their 
personal  feelings.  Addressograph's 
Paul  Priest,  perhaps  because  as  a 
newcomer  he  is  not  emotionally  in- 
volved with  his  company,  tends  to  re- 
r  gard  his  job  as  a  tough  but  challeng- 
ing puzzle.  He  says  he  is  having  fun. 
Shelton  likes  being  needed.  "I'm  in 
this  up  to  my  eyeballs,"  he  says.  "You 
get  caught  up  in  what  you  are  doing. 
It  really  gets  the  adrenaline  flowing." 

Vital  But  Limited 

Ed  Meyer  of  TWA  is  so  invoked 
in  his  job  that  he  won't  even  dis- 
cuss his  personal  attitudes,  but  the 
pressure  shows  in  his  pallid,  worn 
face.  He  talks  and  acts  like  a  man 
who  is  at  the  end  of  his  rope.  Per- 
haps what  is  most  frustrating  for 
Meyer  is  this:  No  matter  how  well  he 
does  his  job— and  everyone  concerned 
is  full  of  admiration  for  him— the  final 
outcome  is  beyond  his  control.  Un- 
less the  customers  start  flocking  back 
to  the  airways,  there  is  no  way  to 
restore  TWA  to  health.  You  can  say 
the  same  for  many  other  big  compa- 
nies today.  The  financial  vice  presi- 
dent, the  man  on  the  tightrope,  has  a 
vital  role— vital  but  limited,  and,  there- 
fore, all  the  more  unnerving.   ■ 


We're  good 
reading  by 

the  millions. 

And  by  the 
share. 

In  seven  short  years 
of  public  accountability, 
we've  become  known  for 
more  than  good  newspapers. 
Through  thick  times  and  thin, 
we've  helped  prove  the 
inherent  business  strength  of 
one  of  America's  oldest 
institutions.  The  free  press. 

To  the  three  publics 
we  serve,  the  readers  on  Elm 
Street,  the  retailers  on  Main, 
and  shareholders  across 
America,  we're  good  reading. 
See  for  yourself  in  our  annual 
report.  Write  Corporate 
Secretary,  Gannett  Co.,  Inc., 
55  Exchange  Street, 
Rochester,  New  York  14614. 
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"Meet  Your  New  Partner 
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What  happens  to  an  overextended  company  when 
its  bankers  finally  move  in?  Ask  W.T.  Grant. 

According  to  the  latest  press  re- 
leases, W.T.  Grant  is  banking  on  re- 
\ival  under  its  brand-new  chief  op- 
erating officer  (and  chief-executive- 
to-be)  Robert  H.  Anderson,  55,  the 
No.  Two  marketing  man  just  hired 
away  from  Sears,  Roebuck.  Looking 
over  his  shoulder,  however,  will  be 
Grant's  lead  banks— Morgan  Guar- 
anty, Citibank  and  Chase  Manhattan. 

Almost  single-handedly  they  have 
kept  Grant  afloat  the  past  year,  first 
by  extending  credit,  and  then  by 
keeping  the  other  140  bank  creditors 
behind  Grant  as  its  shocking  difficul- 
ties came  to  light. 

In  short,  whatever  the  legal  nice- 
ties may  be,  Grant's  top  bankers  have 
been  its  partners  since  last  summer. 

The  partnership  began  innocently 
enough  when  eight  banks  lent  $100 
million  long  term  in  1973.  Grant  was 
a  fine  old  name  in  retailing.  True 
enough,  its  recent  record  hadn't  been 
very  good,  but  why  not  give  it  the 
money  to  do  better  in  the  future? 

But  by  the  spring  of  1974  Grant 
needed  more.  In  the  first  six  months 
it  had  a  $23-million  deficit.  Manage- 
ment had  ample  excuses:  interest 
rates,  price  controls,  merchandising 
problems.  The  board  of  directors, 
though  rife  with  disagreements  it- 
self, persuaded  the  banks  these  were 
passing  problems.  With  newer,  young- 
er members  prevailing,  the  board 
showed  its  determination  to  set  things 
straight  by  removing  Chief  Executive 
Richard  W.  Mayer,  a  protege  of  for- 
mer Chairman  Edward  Staley,  who 
resigned  from  the  board  at  that  time. 
The  company  drifted  along  without  a 
head  until  August,  when  the  board 
finally  settled  on  company  veteran 
James  G.  Kendrick,  61. 

So  the  banks  decided  to  stick  with 
Grant,  but  the  situation  was  far 
worse  than  they  realized.  As  Morgan 
Guaranty's  Executive  Vice  President 
John  P.  Schroeder,  56,  puts  it:  "I 
doubt  very  much  we'd  be  where  we 
are  now  if  we  had  been  aware  of  the 
true  situation  from  the  start." 

What  had  happened  was  that  both 
Moody's  and  Standard  &  Poor's  had 
eliminated  their  credit  rating  for 
Grant's  commercial  paper,  and  the 
company  was  unable  to  roll  over  the 
paper  with  which  it  had  been  financ- 
ing its  credit  sales,  inventories  and  ex- 
pansion. It  turned  to  its  143  banks, 
which,  under  the  lead  banks'  prod- 
ding, took  the  plunge— but  reluctant- 
ly.   It    wasn't    until    September    that 


Anderson  of  W.T.  Grant 

Grant's  $525  million  in  iines  of  credit 
extended  years  ago  was  turned  over 
into  a  $600-million  short-term  loan. 

What  the  banks  should  have  real- 
ized but  didn't  was  that  Grant's  ex- 
pansion was  unsound  from  the  start,  a 
hasty  and  ill-considered  effort  pushed 
by  Staley  to  me-too  Kresge's  and 
Penney's  success.  It  was  fueled  by  giv- 
ing excessively  easy  credit  to  consum- 
ers. "About  the  only  requirement," 
says  one  observer,  "was  for  the  cus- 
tomer to  sign  his  name." 

"What  we  were  actually  dealing 
with,"  says  Schroeder,  "was  a  finance 
company  with  a  retail  appendage." 
Receivables,  14%  of  sales  in  1967, 
reached  nearly  33%  in  1973.  In  1974 
Grant  lost  nearly  $300  million  pre- 
tax, half  from  credit  operations. 

By  December  the  banks  finally  re- 
alized the  mess  they  had  on  their 
hands.  They  brought  in  teams  of 
young  men  to  help  the  new  financial 
vice  president,  John  E.  Sundman,  48, 
formerly  of  Singer  Co.  Grant's  under- 
writer, Morgan,  Stanley,  put  its  com- 
puter department  to  work  to  find  out 
which  of  the  company's  stores  were 
profitable  and  which  were  hopeless. 
An  advisory  committee  of  bankers, 
headed  by  Schroeder  and  including 
senior  vice  presidents  from  Chase  and 


Citibank,  was  set  up  to  meet  weekly 
or  oftener  with  top  management. 

In  effect,  the  partial  liquidation  of 
Grant  got  under  way.  "Cash  flow  was 
the  name  of  the  game,"  says  Schroe- 
der, who  notes  he  didn't  think  of  much 
else  but  Grant  for  months.  Although 
he  did  not  attend  all  these  meetings, 
he  describes  a  typical  one:  "We'd  sit 
down  with  them  early  in  the  morning 
and  listen  to  their  figures.  Then  we'd 
listen  to  their  questions  and  we'd  go 
over  different  courses  of  action  and 
what  the  results  might  be."  If  they 
didn't  like  what  management  pro- 
posed, the  bankers  could  make  it 
clear:  They  now  had  the  last  word, 
with  Grant  needing  refinancing  in  De- 
cember and  another  due-date  coming. 

All  Together  Now 

The  lead  banks'  main  worry  now 
is  keeping  the  small  banks  in  line. 
The  next  test  comes  on  June  2,  when 
Grant  must  pay  $57  million  to  retire 
its  debt  to  116  of  the  banks.  "So  long 
as  we  have  143  banks  in,  we  live  ner- 
vously," Schroeder  says. 

Schroeder  notes  that  Morgan  Guar- 
anty informed  the  Federal  Reserve 
Board  of  the  Grant  situation,  hoping 
it  would  put  the  same  kind  of  clout 
behind  saving  W.T.  Grant  as  it  did 
behind  the  real  estate  investment 
trusts.  He  wanted  the  Fed  solidly  be- 
hind him  to  augment  his  "sales  bag" 
to  the  little  banks.  But,  according  to 
him,  the  Fed  replied,  more  or  less, 
"Very  interesting,  but  we  don't  regard 
the  plight  of  W.T.  Grant  as  sympto- 
matic of  an  industry."  Nevertheless, 
Schroeder  admits,  the  big  banks 
stressed  to  the  small  ones  that  the 
"Fed  was  aware"  of  the  situation. 

The  liquidation  of  Grant's  proper- 
ties and  inventories  is  proceeding  as 
fast  as  the  recession  allows.  Of  66 
stores  due  for  closing  before  termi- 
nation of  their  leases,  64  have  al- 
ready been  closed.  But  April  sales 
showed  some  "softness,"  according  to 
a  company  spokesman,  and  it  now 
looks  unlikely  that  Grant  can  come  up 
with  the  $57  million  in  cash  it  needs 
on  June  2.  The  question  is:  How 
does  Morgan  satisfy  the  small  banks 
without  getting  in  deeper  itself?  "No 
bank,"  says  Schroeder,  "will  put  up 
good  money  to  pay  out  another  bank 
in  a  situation  like  this. 

"We'll  offer  them  an  alternate  deal," 
he  says,  suggesting  that  Grant  may 
simply  substitute  some  more  short- 
term  notes  for  part  of  the  cash.  Since 
pushing  Grant  into  Chapter  11  would 
simply  lock  the  creditors  into  an 
even  messier  situation,  the  small  banks 
probably  don't  have  much  choice. 

But  next  time  they  may  look  clos- 
er at  the  risks  before  they  back  souk 
body's  ambitious  expansion.   ■ 
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A  new  chapter  in 

Pacific  air  travel 

from  the  people  who 

wrote  the  book. 


When  Pan  Am  opened  the 
Pacific  to  air  travel  in  the  1930s,  we 
offered  the  traveler  the  fastest  and 
most  convenient  way  to  get  there. 


It  only  took  three  and  a  half  days 
to  get  to  Manila. 

Of  course,  the  flight  was  weekly 
instead  of  daily.  And  instead  of  being 
non-stop,  we  stopped  off  at  just  about 
every  available  island  along  the  way. 

Things  haven't  changed  much 
in  40  years.  Pan  Am  still  offers  the 
fastest,  most  convenient  way  to  travel 
the  Pacific. 


Except  that  now  we  leave  every 
day.  With  747s  to  just  about  every 
place  in  the  Pacific. 

All  told,  we  have  more  flights 
from  the  U.S.  to  more  places  in  the 
Pacific  and  the  Orient  than  any  other 
airline. 

For  example,  we  have  25  flights 
a  week  to  Hong  Kong  alone.  Three 
daily  747s  to  Tokyo,  including  both 
morning  and  evening  departures. 
Daily  flights  to  Sydney.  Plus  flights 
to  13  different  Orient  destinations 
and  7  places  in  the  South  Pacific 
from  5  U.S.  cities. 

The  flights  include  5  a  week  to 
Auckland  and  to  Melbourne,  more 
service  to  Okinawa  than  any  other 
airline,  and  direct  service  to 
Singapore  and  to  Osaka.  And  like 
1935,  direct  flights  to  Manila 
(except  they've  been  shortened  by 
some  68  hours). 

So  the  next  time  you  want  to  go 
to  the  Pacific,  instead  of  wasting 
time  figuring  out  which  airline  goes 
where,  spend  it  deciding  where  you 
want  to  go  on  Pan  Am. 


The  Spirit  of  7  5. 
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Alcon  Labs 

Drugs 

27 

54-20 

27 

42  3A-  93A 

$1.00 

14.9+%    $    170 

$0.24 

Amer  Home 

Consumer  Goods 

26 

39-18 

38 1A 

483A-17 

1.46 

16.8 

6,003 

0.88 

Amer  Hospital 

Medical  Supplies 

28 

63-15 

371A 

553/a-183A 

1.31 

15.9 

1,346 

0.30 

AMP 

Elec.  Supplies 

35 

49-16 

395/s 

527/a-135/a 

1.12     - 

-  9.0 

1,468 

0.37 

Auto  Data  Proc. 

Data  Processing 

32 

105-13 

59 

993A-203A 

1.83 

30.7 

373 

0.20 

Avon  Products 

Consumer  Goods 

26 

65-10 

495/s 

140     -185/a 

1.93     - 

-17.2 

2,878 

1.48 

Bandag 

Tire  Recapping 

28 

61-14 

39% 

43     -  41A 

1.41 

46.9 

499 

none 

Baxter  Labs 

Medical  Supplies 

38 

73-20 

50% 

615/a-191/2 

1.31 

37.9 

1,509 

0.19 

Black  &  Decker 

Electric  Tools 

34 

51-18 

36 

423/a-123/a 

1.07 

23.0 

1,498 

0.40 

Burroughs 

Business  Machine 

29 

49-17 

1073/a 

1263/a-393/a 

3.76 

24.9 

4,249 

0.60 

Coca-Cola 

Soft  Drinks 

27 

47-14 

92 

150     -445/s 

3.38     - 

-  6.1 

5,506 

2.30 

Walt  Disney 

Leisure  Activities 

30 

82-10 

543/4 

119V8-165/8 

1.83 

13.7 

1,629 

0.12 

Eastman  Kodak 

Photography 

29 

44-15 

1083A 

1513A-575/a 

3.78     - 

-  6.8 

17,572 

2.06 

Emery  Air  Freight 

Air  Freight 

27 

56-15 

43  Va 

75     -20V2 

1.58 

14.5 

.     338 

0.96 

Fleetwood 

Mobile  Homes 

42 

111-10 

173A 

49V2-     31/2 

0.42     - 

-59.6 

202 

0.24 

Genuine  Parts 

Automobile  Parts 

26 

44-11 

40  Va 

50V8-107/a 

1.56 

20.0 

631 

0.64 

Hewlett-Packard 

Electronics 

33 

63-17 

1065/a 

1093A-193/8 

3.21 

69.8 

2,911 

0.20 

Intl  Flavors 

Consumer  Goods 

40 

72-23 

337/s 

493/a-141A 

0.84 

13.5 

1,239 

0.30 

Johnson  &  Johnsor 

i     Medical  Supply 

34 

62-25 

97  y2 

133     -371A 

2.90 

12.0 

5,634 

0.85 

S  S  Kresge 

Retailer 

35 

50-18 

303/a 

51Va-11Va 

0.87     - 

-24.4 

3,652 

0.24 

Eli  Lilly 

Drugs 

29 

43-22 

76 

921/2-37V2 

2.60 

15.0 

5,247 

1.10 

Longs  Drug 

Retailer 

29 

52-13 

663/s 

85V2-21 

2.30 

19.2 

349 

0.68 

Masonite 

Building  Matls 

40 

43-  8 

245/a 

40V4-12V2 

0.62     - 

-69.8 

400 

0.54 

McDonalds 

Food  &  Drink 

33 

82-13 

59 

773/a-  9Va 

1.80 

37.4 

2,342 

none 

Merck 

Drugs 

29 

45-17 

831/2 

1011/2-363A 

2.87 

18.1 

6,295 

1.40 

Minn  Mining 

Multi-Industry 

26 

40-17 

66 'A 

915/a-351/2 

2.53     - 

-  3.4 

7,568 

1.35 

Natl  Chemsearch 

Chemicals 

35 

51-18 

49  Va 

51      -10  A 

1.40 

59.1 

573 

0.28 

Natl  Semiconducter    Electronics 

26 

86-  6 

371/8 

38     -  17/a 

1.42 

6.8# 

433 

none 

JC  Penney 

Retailer 

29 

37-17 

61  Va 

101      -35 

2.12     - 

-33.6 

3,633 

1.16 

Perkin-Elmer 

Electronics 

28 

56-14 

27- 

43  V2-  87/a 

0.97 

7.8 

471 

0.28 

Polaroid 

Photography 

39 

115-16 

313/a 

1491/2-14Va 

0.81     - 

-48.7 

1,031 

0.32 

Rubbermaid 

Consumer  Goods 

29 

49-12 

22 

503A-  91A 

0.75     - 

-41.9 

170 

0.36 

Schering-Plough 

Drugs 

28 

49-18 

657/a 

87-y8-30V4 

2.36 

19.8 

3,552 

0.80 

Schlumberger 

Electronic  Equip 

28 

55-12 

813/a 

925/8-111/2 

2.93 

73.4 

4,486 

0.60 

Skyline 

Mobile  Homes 

66 

68-11 

23Va 

74     -  9Va 

0.35    - 

-55.7# 

260 

0.24 

Std  Brands  Paint 

Retailer 

30 

54-16 

44  3A 

563A-113/a 

1.48 

26.5 

236 

0.32 

Texas  Instruments 

Electronics 

31 

50-15 

107V2 

1387/8-303A 

3.44 

6.3 

2,466 

1.00 

t  vs.  April  1974.       #  vs 

May  1974. 
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Boss  Is  Better 


99 


Why  Joan  Ganz  Cooney  is  tired  of  being  called 
"the  lady  from  Sesame  Street." 


The  first  thing  that  strikes  you 
about  Joan  Ganz  Cooney's  office  is  its 
cavernous  size.  Her  large  desk  is  al- 
most lost  in  one  corner.  Then  you  no- 
tice the  view:  gleaming  Lincoln  Cen- 
ter and  its  spectacular,  spouting 
fountain.  And  then  the  details:  tiny 
photos  of  Robert  Kennedy,  Jack  Ken- 
nedy, Pope  John,  Martin  Luther  King 
and  the  Cookie  Monster  from  her 
Sesame  Street  television  show.  No 
false  modesty  here. 

There  in  a  stylish  armchair  with 
her  back  to  the  Lincoln  Center  view 
is  Joan  Cooney,  the  45-year-old  presi- 
dent of  the  Children's  Television 
Workshop,  looking  perky  and  attrac- 
tive in  a  tailored  blue  suit.  She's 
laughing  and  saying:  "I've  been  boss, 
and  I've  been  bossed.  And  believe 
me,  being  boss  is  better." 

Joan  Cooney  earned  her  bossdom. 

Her  Sesame  Street  for  preschool- 
ers is  one  of  TV's  finest  and  most 
successful  shows.  And  she  is  one  of 
the  U.S.'  most  successful  women.  In 
the  years  ahead  there  will  be  thou- 
sands of  Joan  Cooneys  in  American 
business;  today  you  can  count  them 
on  your  fingers— women  like  advertis- 
ing's Mary  Wells,  the  Washington 
Post's  Katharine  Graham,  Clara  Hills 
of  Housing  &  Urban  Development. 

In  addition  to  running  the  non- 
profit Children's  Television  Workshop 
(whose    Sesame    Street   and   Electric 


Company  attract  15  million  viewers, 
roughly  half  of  the  entire  public  TV 
audience ) ,  Cooney  is  a  director  of  the 
$4-billion  (assets)  Xerox  Corp.  and 
the  $6.8-billion  (assets)  First  Penn- 
sylvania Corp.  Says  First  Pennsyl- 
vania's John  Bunting  with  a  chuckle, 
"To  our  women  employees,  Joan  is  a 
hero— er,  hero  person." 

Scanning  her  boss's  jammed  ap- 
pointment book,  her  secretary  says: 
"I  don't  know  how  she  does  it;  I 
think  I'd  have  a  nervous  breakdown." 

Right  now,  Cooney  is  grappling 
with  an  executive's  toughest  job- 
namely,  keeping  the  company  afloat. 
Stagflation  has  hurt  all  business,  but 
it  has  been  especially  rough  on  non- 
profit operations  like  CTW.  The  com- 
pany has  been  forced  to  slash  existing 
educational  program  budgets,  while 
increasing  its  efforts  to  make  money 
on  its  own.  It's  now  selling  foreign 
rights,  producing  shows  for  sale  to 
commercial  networks  (through  tax- 
paying  subsidiaries),  negotiating  to 
invest  in  cable  and  radio  stations 
(with  a  special  Ford  Foundation 
grant)  and  signing  new  licensing 
agreements  with  J.C.  Penney  (for 
Sesame  Street  children's  clothes  to 
counter  Sears,  Roebuck's  Winnie- 
The-Pooh  line)  and  Burlington  In- 
dustries (sheets  and  pillow  cases  to 
counter  M.  Lowenstein  &  Sons'  Walt 
Disney  line). 

These  stepped-up  efforts,  however, 
still  provide  under  5%  of  CTW's 
$22-million  annual  budget.  So  for 
years  to  come  CTW  will  remain  de- 
pendent on  increasingly  imperiled 
handouts  from  the  Government, 
foundations   and  public   TV   stations. 


Successful  Joan  Cooney 
is  the  woman  behind 
the  Children's  Tele- 
vision Workshop,  whose 
Feeling  Good  series 
stars  Dick  Cavett.  The 
stars  of  its  Sesame 
Street  are  the  Cookie 
Monster  and  friends. 
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"I  spend  90%  of  my  time  on  sur- 
vival issues,"  says  Cooney,  who  adds 
in  a  rising  voice:  "My  largest  func- 
tion is  to  go  out  hat  in  hand  to 
raise  money  to  render  a  service  to  the 
public.  It's  ignominious  and  wrong. 
If  we  let  Sesame  Street  wither,  we'd 
show  that  we  aren't  really  serious 
about  our  children."  But  she  is  quick 
to  add:  "I  don't  want  to  sound 
whiny."  Of  her  efforts  to  preserve 
CTW,  she  says,  "It's  part  of  being 
boss.  I  was  born  to  be  an  executive; 
I  wasn't  born  to  be  a  flunky." 

Cooney  knows  what  it  is  to  be 
bossed  rather  than  boss.  Raised  in 
well-to-do  surroundings  in  Phoenix 
by  her  Jewish  banker  father  and  Cath- 
olic mother,  she  moved  to  New  York 
in  the  Fifties  and  soon  became  an 
unhappy  press  agent  for  NBC-TV  and 
the  then  The  U.S.  Steel  Hour.  In 
the  early  Sixties,  after  being  turned 
down  by  the  networks,  she  began 
producing  prize-winning  public  af- 
fairs documentaries  for  public  TV. 
Then  she  hit  on  the  idea  for  Sesame 
Street-to  "sell"  the  alphabet  and  oth- 
ers basic  skills  to  preschoolers  through 
humor,  music  and  TV  ad  techniques. 

As  CTW  took  shape  with  the  lead- 
ership of  Carnegie  Corp.'s  Lloyd  Mor- 
risett,  Cooney  was  the  logical  choice 
to  head  the  growing  outfit.  But  that 
was  in  1968,  before  the  feminist 
movement  bloomed.  Several  of  the 
backers  "grumbled,"  especially  one 
vocal  woman.  But  Cooney  won  out 
and  quickly  proved  to  be  a  gutsy  and 
effective  administrator. 

Just  recently  she  took  the  unpre- 
cedented step  of  stopping  her  disap- 
pointing $6-million  Feeling  Good 
health  series  in  midseason,  revamping 
it  around  new  host  Dick  Cavett  and 
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This  advertisement  i'<  neither  an  after  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities 
The  offering  is  made  only  by  the  Prospectus. 


M\V    ISSUES 


Mav8.  197? 


$150,000,000 

ASARCO  Incorporated 

$50,000,000 

8.80%  Notes  Due  1983 

Price  100% 

plus  accrued  interest  from  May  1.  197^ 


$100,000,000 

93A%  Sinking  Fund  Debentures  Due  2000 

Price  99.25% 

plus  accrued  interest  from  May  I.  1975 


Copies  of  the  Prospectus  may  be  obtained  from  any  nf  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  art  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distribute^ 


The  First  Boston  Corporation 

Kuhn,  Loeb  &  Co. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Blyth  Eastman  Dillon  &  Co.       Dillon.  Read  &  Co.  Inc. 

Incorporated 

Drexel  Burnham  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

Kidder,  Peabody  &  Co.    Lazard  Freres  &  Co.    Lehman  Brothers    Loeb,  Rhoades  &  Co 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis         Reynolds  Securities  Inc. 


Goldman.  Sachs  &  Co. 

Salomon  Brothers 

Donaldson,  Lufkin  &  Jenrette 

SeeoritW*  Corporation 

Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Rache  A  Co.  Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Wertheim  &  Co.,  Inc. 


White,  Weld  &  Co. 


Smith,  Barney  &  Co. 
Dean  Witter  &  Co. 


"Some  of  the  most 
entertaining  reading 
around  these  days." 

from  an  article 
on  Malcolm  Forbes  in— 
SPORTS  ILLUSTRATED 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 
for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 
(New  York  State  residents,  add  4%-8%  sales  tax;  New  York  City,  8% 


putting  it  back  on  the  air  to  rave  re- 
views. "I've  worked  for  15  network 
presidents,"  says  old  CBS  hand  Mike 
Dann,  a  CTW  consultant.  "Joan  Coo- 
ney  is  the  most  flexible." 

Cooney  is  proud  of  her  executive 
ability,  and  objects  to  being  identi- 
fied solely  with  her  creative  efforts. 
Although  normally  even-tempered,  she 
showed  real  irritation  when  she  told 
Forbes,  "I'm  tired  of  only  being  called 
^the  lady  from  Sesame  Street." 

A  couple  of  years  back,  at  least 
one  major  network  wanted  her  as  head 
of  children's  programing.  It  was  tempt- 
ing, not  only  for  the  money,  but  be- 
cause she  has  always  wanted  to  im- 
prove commercial  children's  program- 
ing, something  Sesame  Street  has 
failed  to  do  by  example  alone.  But  in 
the  end  she  stayed  at  CTW  partly, 
according  to  a  friend,  "because  at 
first  she  was  too  dedicated  to  non- 
commercial television  and  later  be- 
cause she  was  too  successful." 

Cooney— coming  perhaps  closer  to 
the  real  reason  she's  still  at  CTW— 
adds,  "I  see  no  reason  to  be  anybody's 
No.  Two." 

Her  Own  Woman 

She  has  rejected  a  series  of  "feel- 
ers" from  Wall  Street  underwriters,  ad 
agencies  and  even  oil  companies.  She 
calls  the  offers  "all  money  and  no  sub- 
stance," and  adds:  "Look,  I'd  like  to 
be  rich.  I  wish  I  were  rich.  But  I've 
never  wanted  to  get  rich." 

For  sure,  Cooney  isn't  getting  rich 
at  CTW.  She  earns  around  $70,000 
there,  plus  perhaps  $12,000  from  her 
directorships.  She  lives  and  entertains 
relatively  modestly— usually  small 
dinner  parties  for  her  publishing  and 
broadcasting  friends  at  her  small 
Manhattan  apartment  or  at  her  West 
hampton  summer  home. 

Some  friends  say  that  she  has  paid 
a  price  for  her  success.  They  note  that 
she  didn't  marry  until  she  was  34 
and  has  no  children  (though  she  and 
her  husband  Timothy  have  acted  as 
unofficial  foster  parents  to  a  12-year- 
old  black  youth  for  the  past  six  years ) . 
She  and  Tim,  a  civil  rights  executive 
and  former  city  administrator,  have  re- 
cently separated. 

But  Cooney  insists  that  she  has  ae\ 
er  sacrified  anything  for  success:  "1 
always  assumed  I  would  get  married 
young  and  have  children,  but  I  guess 
subconsciously  I  really  didn't  want 
that."  On  her  separation,  she  adds: 
"When  either  partner  lias  spotlighted 
success,  that  puts  an  extra  pressure 
on  a  marriage.  But  one  oi  every  three 

marriages   fails,   without   the  Spotlight. 

We  are  just  a  statistic" 

Maybe  so.  But  when   it   comes  to 

making  it  in  a  man's  world,   foan  Ganz 

Cooney  is  a  rare  statistic  indeed.  ■ 
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AS  YOUR  COMPANY  GROWS,  YOU  M/M 

FIND  THAT  YOUR  PENSION  PLAN  IS  RETIRING 

BEFORE  YOUR  EMPLOYEES  DO. 


■ 
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Unfortunately,  the  chances  of  your  pension  plan 
taking  "early  retirement"  are  greater  than  ever  before. 

Simply  because  pension  planning  has  become  so 
complex:  growing  union  demands,  spiraling  inflation  costs, 
ever-changing  legislation.  All  good  reasons  for  a  growing 
company  to  seek  out  the  best  possible  pension  advice  and 
counsel.  As  offered  by  the  consulting  actuarial  division 
of  Alexander  &  Alexander  Inc. 

Through  first-hand,  in-person  consulting,  our  fully 
qualified,  professional  actuaries  can  show  your  company 
how  to  make  the  most  of  today's  changing  trends— and 
more  important,  tomorrow's. 


The  whole  idea  being:  to  help  your  company  pinpoint 
the  right  level  for  its  pension  costs,  streamline  its  plan 
administration,  and  let  you  get  the  most  out  of  your 
company's  hard-earned  money. 

For  more  information  on  pension  planning  and  other 
employee  benefits,  talk  to  us. 

We're  Alexander  &  Alexander.  Consulting  actuaries 
and  employee  benefit  specialists.  Risk  managers  for 
business  and  industry  worldwide.  Insurance  brokers,  agents 
and  consultants. 

Alexander  &  Alexander  Inc.,  Information  Services, 
Dept.  B,  1185  Avenue  of  the  Americas,  New  York,  N.  Y  10036 


Alexander 
g^exander 


The  Has-Been 


Stan  Hiller  seemed  washed  up  in  toys,  helicopters  and 
electronics.  But  he's  making  a  comeback  at  Reed  Tool. 


Stanley  Htlleb  Jh.,  once  a  boy  won- 
der toy-  and  helicopter  maker,  looked 
like  a  has-been  in  1971  at  only  46. 
He  had  made  money,  but  the  toy 
company  that  he  started  at  14  had 
long  since  disappeared.  The  helicop- 
ter company  he  started  at  17  and 
sold  to  Fairchild  in  1964  also  seemed 
headed  toward  oblivion.  None  of  his 
recent  ventures  was  really  panning 
out— not  injection  molding  for  home- 
building  nor  a  new  printing  technique 
nor  a  new  type  of  energy  cell.  Nor 
had  he  succeeded  in  an  attempt  to 
lake  over  Lockheed  Aircraft. 

His  phone  rang.  It  was  a  Bank  of 
America  vice  president  who  had  prob- 
lems of  his  own.  He  said  to  Hiller, 
in  effect:  "Have  I  got  a  deal  for  you! 
C'mon  over." 

What  the  loan  officer  had  was  one 
crazy  mixed-up  conglomerate  bearing 
the  name  of  G. W.  Murphy,  its  razzle- 
dazzle  boss  and  onetime  Honolulu  car 
alesman.  Murphy's  business  approach 


was  to  throw  a  lot  of  companies  in 
the  pot  and  stir.  The  result  was  a 
smelly  disaster  called  G.W.  Murphy 
Industries  that  BofA,  which  held 
Murphy's  own  shares  as  collateral  on 
a  personal  loan,  wanted  no  part  of 
running. 

Hiller  took  a  long  look.  He  had 
nothing  to  lose  and  time  on  his  hands 
anyway.  Lo  and  behold,  underneath 
the  artificial  flower  division,  the  ex- 
plosives outfit  and  the  hand-drill  ped- 
dler, Hiller  spotted  the  diamond  in 
the  rough  he  needed  to  make  a  come- 
back: Reed  Tool  Co.,  a  Houston- 
based  maker  of  oil  drilling  bits. 

Reed  was  ideal.  Not  only  was  it 
in  a  business  Hiller  was  convinced  was 
about  to  boom,  but,  almost  incredi- 
bly, it  also  was  a  direct  competitor 
of  Hiller's  old  archrival,  Howard 
Hughes'  Hughes  Tool.  Hughes  Tool 
is  the  very  company  that  had  put 
Hiller  out  of  the  helicopter  business 
back    in    1965    by    underbidding    bis 


company  for  the  Army's  light  obser- 
vation helicopter  contract. 

So  Hiller  bit.  It  took  him  a  year 
to  convince  Murphy  to  sell,  even 
though  Murphy  had  been  ousted  as 
chief  executive  officer  by  the  compa- 
ny's creditors  and  was  being  sued  for 
self-dealing  mismanagement  by  the 
company  itself.  It  took  Hiller  a  few 
months  more  to  put  together  a  part- 
nership—consisting of  himself,  an 
American  Express  investment  compa- 
ny and  two  partners  of  Eastman  Dil- 
lon—to come  up  with  the  necessary 
$16  million  for  Murphy's  42%  interest. 
But  Hiller  finally  got  control  of  G.W. 
Murphy  Industries  in  mid- 1972. 

Hiller  couldn't  have  timed  his  en- 
try into  the  booming  oil-drilling  mar- 
ket more  perfectly.  But  Murphy  In- 
dustries as  a  whole  was  a  mess.  Hiller 
recalls:  "The  company  was  strapped 
for  cash,  creditors  were  knocking  on 
every  door,  and  even  thing  that  came 
into  the  building  had  C.O.D.  scrawled 
all  over  it." 

Hiller  negotiated  a  new  credit  ar- 
rangement with  long-term  lenders  and 
suppliers  alike,  and  settled  the  Murphy 
suit  for  some  $5  million  in  cash,  notes 
and  other  assets. 

At   that  time  he   began   looking   for 


Living  In  The  Past 

It  has  a  great  name  and  a  heap  of  cash, 

but  Cannon  Mills  still  lives  in  a  vanished  era. 


"Thehe's  nothing  very  excit.'ng  about 
my  biography,"  volunteered  Harold 
Preston  Hornaday,  when  Forbes  vis- 
ited Cannon  Mills's  new  chief  execu- 
tive in  his  Spartan  office  in  Kanna- 
polis,  N.C.  Hornaday,  49,  meant  he 
has  spent  a  quarter  century  at  Can- 
non, ever  since  he  went  to  work  there 
as  a  management  trainee  after  a  brief 
stint  with  Burlington  Industries. 

Excitement,  however,  is  precisely 
what  this  $395-million  revenues  mak- 
er of  towels,  sheets  and  decorative 
fabrics  needs.  Among  major  U.S.  tex- 
tile companies,  Cannon  has  been  far 
outpaced  in  sales  growth  over  the  last 
five  years  by  its  rivals,  Springs  Mills, 
J. P.  Stevens  and  Fieldcrest  Mills.  Of 
the  13  largest  textile  companies,  Can- 
non is  fourth  from  the  bottom  in 
Forbes'  annual  profitability  ratings. 
Even  in  last  year's  boom,  Cannon  was 
not  able  to  match  the  $2.66  a  share 
it  earned  in  1965-even  though  its 
sales  volume  had  increased  42$  since 
then.  Its  stock  sells  at  a  53%  discount 
from  its  $28-a-share  book  value. 

In  Hornaday's  favor  is  the  fact  that 


the  potential  for  excitement  is  there. 
In  a  time  when  most  companies  are 
struggling  for  liquidity,  Cannon  has 
liquidity  to  spare.  It  has  zero  debt. 
and  its  cash  and  marketable  securities 
amount  to  more  than  half  its  recent 
stock  market  price.  It  keeps  its  books 
most  conservatively,  carrying  invert 
tory  on  LIFO  and  depreciating  capi- 
tal equipment  at  the  peak  rate. 

Hornaday  himself  knows  what  the 
problem  is:  "The  times  require,"  lie 
says,  "that  Cannon  be  more  market- 
oriented."  Although  the  company  has 
managed  to  hold  on  to  its  50%  of  the 
domestic  towel  market,  its  share  of  the 
sheet  market  has  dropped  from  20'/ 
to  a  probable  15%  today.  Where  its 
competitors  have  vied  with  each  other 
in  putting  designer  names  on  sheets 
and  stressing  wild  colors  and  designs. 
Cannon  still  markets  chiefly  on  tin 
strength  of  its  own  name. 

Cannon  has  always  been  a  close- 
mouthed  company,  and  if  Harold 
Hornaday  has  any  plans  for  dealing 
with  the  profitability  problem,  he  is 
\er\      vague     about     them.     Sa\s     he: 


"There  are  other  things  a  company 
has  got  to  be  responsible  lor  besides 
profitability.  You've  got  to  be  a  good 
employer  and  a  good  citizen.  We  try 
to  look  at  the  whole  picture." 

On  the  face  of  things,  it  is  difficult 
tor  Cannon  to  defend  its  poor  profit 
showing  on  the  grounds  that  it  spends 
heavily  to  benefit  its  employees.  Its 
headquarters  town,  Kannapolis  (pop.: 
36,000).  is  one  of  the  U.S.'  last  real 
compam  towns;  about  !()'«  ol  Can 
lion's  workers  still  live  in  compam 
owned  houses.  A  large  portion  of  the 
salaries  of  the  Kannapolis  police  force 
is  paid  by  the  company;  a  recent 
suit  b\  the  Textile  Workers  Union  ol 
America  charges  the  payments  violate 
clue  process  and  equal  protection  pro- 
visions of  the  Constitution. 

Like  most  southern  textile  compa 
nies  Cannon  is  still  fighting  hard 
against  unionization.  But  some  ol  its 
reported  labor  practices  seem  to  work 
for  the  union.  For  example,  FORBES 
located  one  man  who  worked  for  82 
years  in  Cannon  plants.  He  retired 
two  years  ago  with  a  pension  ol  $20 
per  month.  In  a  class-action  suit  now 
pending  in  federal  district  court,  l).ii\\ 
Crawford,  a  black  civil  rights  and 
union  activist,  alleges  she  was  ma 
ually  molested  on  the  job.  She  says 
the  compam  fired  her,  not  hci  al- 
leged  aggressor.    She   adds:    "All    the) 

told    me   [when   she  was   Bred]   was 
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buyers  for  just  about  everything  but 
Reed.  "By  the  end  of  last  year,"  Hiller 
says,  "we  had  sold  or  liquidated  seven 
.  .  .  companies,  which  in  1971  had  ac- 
counted for  $30  million  of  the  com- 
pany's total  sales  of  $87  million,"  as. 
well  as  94%  of  its  losses. 

Killer's  next  task  was  to  do  some- 
thing about  the  neglected  Reed  com- 
pany. Founded  in  1916  by  Clarence 
Reed,  it  had  been  passed  around  from 
one  barely  interested  owner  to  an- 
other for  almost  40  years.  "Even  be- 
fore the  Murphy  years,"  says  Herbert 
Hart,  oil  industry  analyst  with  Bate- 
man  Eichler  in  San  Francisco,  "it  had 
some  of  the  most  antique  facilities  in 
the  business— real  museum  pieces." 
American  Express'  investment  ana- 
lyst Peter  Cole,  adds:  "If  you  looked 
up,  you  were  likely  to  get  a  piece  of 
the  roof  in  your  eye." 

Hiller  brought  in  new  manage- 
ment in  Terrell  L.  Ruhlman  from  Joy 
Manufacturing;  decided  on  a  long- 
term  strategy  to  become  dominant  in 
premium  ( i.e.,  high-performance 
drill)  bits  and  began  building  and  re- 
modeling plants. 

The  results  to  date  are  impressive, 
even  for  boom  times.  Sales  have  in- 
creased by  95%  since   1971,  or  more 


There's  nothing  prosaic  about  drill 
bits,  says  Reed's  Stan  Hiller.  They're 
as  complex  as  helicopters  and  elec- 
tronics, his  earlier  interests. 

than  the  market  itself  increased.  That 
indicates  that  Reed  is  picking  up  mar- 
ket share,  perhaps  out  of  Hughes 
Tool's  55%  market  share.  And  earn- 
ings from   continuing  operations  rose 


from  a  deficit  of  8  cents  per  share  in 
1971  to  $1.78  per  share  last  year. 

But  Hiller  is  far  from  home  free. 
The  company  is  still  highly  leveraged, 
with  debt  making  up  nearly  50%  of 
total  capital,  and  its  5%  margins  are 
still  the  industry's  lowest. 

Many  analysts,  particularly  Kevin 
Conboy  of  C.J.  Lawrence,  worry  about 
industry  overcapacity,  at  least  short 
term.  "Hughes  has  expanded,  Smith 
has  expanded  and  Reed  is  doubling 
capacity,"  says  Conboy.  "The  big 
question  is:  Will  one  of  these  com- 
panies cut  prices?" 

Hiller  scoffs  at  such  talk.  With  his 
eye  on  the  horizon  he  says,  "The 
market  for  drill  rigs  will  increase 
10%  a  year  out  to  the  year  2000  and 
the  market  for  bits  will  increase  at 
an  even  greater  rate.  We  also  have  the 
opportunity  to  increase  our  market 
share  and  effciency." 

Putting  his  money  where  his  mouth 
is,  he  is  sinking  $3.5  million  into  re- 
search and  development,  has  built  the 
industry's  first  downhole  simulator  and 
is  dreaming  of  a  whole  new  genera- 
tion of  high-technology  drill  bits. 

In  any  event,  one  thing  is  clear: 
Hiller  is  no  longer  a  has-been;  he  is 
a  might-be.   ■ 


You  slapped  a  fellow  employee.' ' 
Currently,  only  10%  of  the  South's 
650,000  textile  workers  are  organized. 
Last  November  the  TWUA  lost  an 
election  to  represent  16,000  Cannon 
workers,  but  only  by  44%  to  56%.  The 
TWUA  vows  it  will  try  again,  feeling 
the  recession  scared  many  workers  in- 
to voting  with  management. 

While  the  union  may  or  may  not- 
be  the  answer  to  the  workers'  prob- 
lems, the  fact  remains  that  Cannon's 
stubborn  anti-union  attitude  is  just 
one  more  symptom  of  a  company  that 
is  living  in  a  vanished  era.   Manage- 


ment is  aware  of  this  fact,  but  it  is 
reluctant  to  do  much  about  it.  For  ex- 
ample, Hornaday  concedes  that  Can- 
non must  be  more  marketing  minded, 
hut  insists  it  will  not  use  designer 
names  on  its  sheets.  The  Cannon 
name,  good  enough  for  your  mother, 
should  be  good  enough  for  you. 

Hornaday's  predecessor,  Don  S. 
Holt,  talked  about  the  need  for 
change,  but  his  only  concrete  acts  in 
this  direction  were  to  make  Cannon's 
annual  report  more  informative  and 
to  give  voting  rights  to  Cannon's  pub- 
lic   stockholders.    The    voting    change 


removed  a  major  obstacle  to  getting 
Cannon  stock  back  on  the  New  York 
Stock  Exchange  from  which  it  was 
expelled  in  1962.  Cannon  still  remains 
unlisted,  however,  and  has  yet  to  re- 
apply. Meanwhile,  practical  control 
still  rests  with  board  members,  who 
control  about  35%  of  the  stock. 

And  so,  the  indications  are  that 
Cannon  Mills  is  still  Cannon  Mills. 
An  old-time  board  member  died  five 
weeks  after  Hornaday  took  control, 
giving  management  a  chance  to  bring 
a  young  outsider  onto  the  board.  In- 
stead, the  replacement  was  W.C.  Can- 
non, the  61-year-old  son  of  the  late 
Charles  A.  (Mr.  Charlie)  Cannon. 
The  reason  W.C.  wasn't  previously  on 
the  board  is  that  his  father  sacked 
him  in  1962.  (Kannapolis  rumor  has 
it  that  W.C.  was  a  "disobedient"  son, 
and  disobedience  was  never  Mr. 
Charlie's  cup  of  tea. )  It's  another  sure 
sign  that  the  more  Cannon  changes, 
the  more  it  stays  the  same.   ■ 


Unincorporated  Kannapolis,  N.C.  is 
one  of  the  country's  last  large  com- 
pany towns.  The  area  was  a  600-acre 
cotton  plantation  when  James  W. 
Cannon  bought  it  as  the  new  home 
of  his  Cannon  Mills  in  1907.  Today, 
the  area  has  company-owned  stores 
and  1,600  rental  houses  for  the  20,000 
employees,  who  have  nearly  nothing 
to  say  about  how  the  town  is  governed. 
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An  Interview  With  Dr.  Edwin  Land 

"People  should  want  more 
from  life  than  an  eight-hour  day 
with  a  martini  at  the  end." 


Dr.  Edwin  Land  was  near  tears,  his 
head  was  bowed  as  he  concluded  his 
speech  at  Polaroid's  annual  meeting 
in  Needham,  Mass.  last  month.  He 
had  just  introduced  his  new  presi- 
dent and  chief  operating  officer,  Wil- 
liam J.  McCune  Jr.,  and  in  doing  so 
had  faced  squarely  and  painfully  the 
problem  of  his  own  succession. 
"You're  at  bat  now,"  the  66-year-old 
businessman-inventor  said  to  Mc- 
Cune. Land  said  he  would  remain  as 
chairman  and  director  of  research. 
But  McCune  would  be  running  day- 
to-day  operations. 

It  will  be  McCune's  job  to  exploit 
Land's  breakthrough  with  the  SX70 
camera.  He  will  have  a  breathing 
spell.  Rival  Kodak  is  having  prob- 
lems with  the  camera  it  is  designing 
to  go  with  its  own  instant  photog- 
raphy film;  Kodak's  introduction, 
once  expected  this  year,  now  looks 
at  least  a  year  away. 

The  day  after  the  annual  meeting, 
still  pensive,  Land  talked  for  several 
hours  with  Forbes'  Subrata  Chakra- 
varty.  The  interview  took  place  in 
Land's  comfortable  book-lined  study- 
laboratory  in  the  grubby  old  Cam- 
bridge, Mass.  building  where  Thomas 
Watson  received  the  first  two-way 
long-distance  telephone  call  from 
Alexander  Graham  Bell  just  99  years 
ago  this  October. 

It  was  an  unusual  interview  in 
which  the  Forbes  reporter  consistent- 
ly asked  hard,  down-to-earth  ques- 
tions and  Land  consistently  answered 
in  a  philosophical  vein.  He  was  not 
being  evasive.  His  view  of  the  world 
is  almost  a  romantic  vision,  and  his 
answers  reflect  it.  They  also  give  fas- 
cinating insights  into  the  mind  and 
character  of  a  great  businessman. 

Dr.  Land,  are  Polaroid's  problems 
over  now? 

Land:  What  problems?  Those  prob- 
lems are  largely  problems  in  the  press. 
Some  of  the  casual  recent  treatments 
give  us  the  feeling  that  we're  an  oak 
tree  with  children  throwing  toy  darts 
at  it.  They  tickle  us  but  they  don't 
damage.  People  forget  that  we  sell 
more  cameras  in  the  over-$100  class 


than  the  whole  world  put  together. 

Still,  you  had  tremendous  prob- 
lems with  batteries  in  the  film  pack 
that  didn't  last  long  enough.  You're 
only  now  beginning  to  solve  the 
problem,  by  making  them  yourselves. 

Land:  Anything  we  put  out  is  new 
enough,  different  enough,  daring 
enough,  that  you  plan  on  a  family  of 
technical  problems  out  in  the  mar- 
ket. Had  it  not  been  for  the  economic 
situation,  we  might  have  weathered 
the  storm  over  the  batteries  better,  I 
suppose.  Maybe  it  would  have  been 
worse.  Suppose  we'd  sold  30%  more 
cameras:  Would  we  have  been  better 
off  or  worse  off?  I  don't  know. 

But  I  think  the  battery  saved  us, 
because  without  the  troubles  with  it, 
we  would  have  been  spoiled  and  we 
would  have  been  growing  too  fast. 
It  was  a  happy  accident,  a  cloud 
with  a  very  silver  lining.  But  also  a 
cloud  with  a  kick  like  a  mule! 

Some  people  feel  that  the  original 
SX70  was  too  good  a  camera  for  the 
amateur. 

Land:  Ironically,  it  is  some  of  the 
liberal  press  who  thought  that  worth- 
while photography  was  too  good  for 
the  common  person.  I  would  like  to 
see  most  amateurs  get  as  good  as 
most  professionals  because  it  would 
enlarge  their  horizons.  My  basic 
faith  is  in  the  random  competence  of 
people  in  all  walks  of  life,  at  any  level 
of  income,  of  any  derivation.  There  is 
a  common  sense  of  beauty,  of  a  love 
of  beauty  and  of  manual  aptitudes. 
To  fractionate  that  in  terms  of  rich 
and  poor  seems  to  me  just  plain  vi- 
cious. You  can't  shift  me  on  this:  I 
believe  that  this  camera  and  what  it 
does  will  be  a  necessity  to  everyone, 
once  they  learn  how  to  use  it. 

The  focus  had  to  be  very  precise. 

Land:  We  tried  to  make  this  the  sim- 
plest camera  there  ever  was,  but  then 
we  found  that  the  average  American 
not  only  doesn't  know  how  to  focus, 
he  has  no  idea  what  you  mean.  The 


ordinary  person,  when  you  tell  him 
"Focus  on  me,"  will  turn  the  knob 
until  the  back  of  the  room  looks  pret- 
ty to  him.  But  if  you  get  over  those 
elementary  steps  and  make  it  part  of 
the  general  American  knowledge, 
then  you've  got  a  field  as  universal 

as  the  automobile. 

< 

In  the  current  economic  climate, 
can  people  afford  a  $100  camera? 

Land:  Let's  face  it— it  isn't  much  mon- 
ey. Consider  what  you  get.  When  you 
are  buying  a  car  and  the  dealer  asks 
if  you'd  like  an  AM/FM  radio  or  an 
extra  speaker,  each  of  those  random 
trivia  costs  more  than  our  whole 
camera  does.  It  is  a  terrific  buy. 

Now  that  you  have  become  inte- 
grated manufacturers,  are  you  going 
to  become  a  little  Eastman  Kodak? 

Land:  There  are  two  healthy  and 
diverse  forces  in  Polaroid.  One  thinks 
that  would  be  a  noble  objective.  The 
other,  perhaps  more  powerful,  warns 
us  not  to  become  a  second  Kodak  but 
to  be  the  first  Polaroid. 

Actually,  I  think  the  problem  is 
rather  a  different  one.  So  many  peo- 
ple here  have  tasted  the  blood  of  re- 
search excitement  that  its  like  that 
line:  "Who  can  go  back  to  the  farm 
once  they've  seen  Broadway?"  It 
wouldn't  bother  me  at  all  to  see  a 
large  part  of  the  company  trying  to 
become  Eastman-like  because  so 
much  of  the  company  wants  to  be 
Polaroid-like.  I  would  like  to  see  a 
kind  of  balance. 

How  has  Kodak  reacted  to  Polaroid? 


Land  of  Polaroid 
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Land:  Their  attitude  has  usually 
been  that  it  means  so  much  to  us  and 
we  work  so  hard  and  throw  ourselves 
into  it  that  they  felt  that  as  a  large 
company  they  could  never  move  as 
fast  as  we  could.  They  always  pre- 
ferred to  give  us  encouragement  and 
moral  support. 

When  the  first  camera  came  out 
and  their  salesmen  asked  what  it 
was  all  about,  management  sent  a 
telegram  that  said:  "Anything  that  is 
good  for  photography  is  good  for  Ko- 
dak. This  is  good  for  photography." 

Still,  integrated  manufacture  is  not 
what  one  associates  with  Polaroid. 

Land:  You're  right.  The  company  is 
still  dominated  by  a  historic  group  of 
creative  people.  For  example,  that 
mural  we  showed  at  the  annual  meet- 
ing [five  enlarged  SX70  photographs, 
showing  the  Charles  River  basin  and 
the  Boston  skyline,  stretching  across 
the  23-foot  stage].  Do  you  know  when 
we  first  saw  it?  At  two  o'clock  that 
day.  [The  meeting  was  to  have  start- 
ed at  two.]  We  made  a  photograph 
with  an  SX70  using  a  Kodak  nega- 
tive to  show  the  camera  quality.  A 
month  ago  someone  saw  it  and  said: 
"You  can't  use  a  Kodak  negative  for 
that."  So  we  said  fine  and  made  one 
of  our  own.  We  were  thrilled  with 
what  we  saw,  so  I  said,  "Let's  make  a 
production  coat."  The  production 
people  called  back  and  said,  "He's 
not  serious!"  I  didn't  know  I  was  se- 
rious, but  they  knew  from  long  experi- 
ence that  I  was.  So  they  made  it. 

That  was  a  typical,  natural, 
healthy,  relaxful  Polaroid  undertak- 
ing. And  it  is  what  makes  a  good  re- 
search company— the  ability  to  react 
instantly  to  what  you  just  learned.  As 


Alfred  North  Whitehead  said,  the 
practical  man  is  a  man  who  practices 
the  errors  of  his  forefathers.  If  you 
don't  have  quick  reaction  time,  you  go 
right  on  for  years  doing  something  you 
know  is  wrong  because  you  haven't 
the  competence  to  change  it. 

You've  been  quoted  as  saying  that 
"Every  creative  act  is  a  sudden  ces- 
sation of  stupidity,"  and  you  spend 
grueling  hours  to  that  end.  This  means 
you  must  drive  yourself  and  others. 

Land:  I  think  I'm  training  others  to 
think  that  to  bring  all  your  powers  to 
focus  on  the  place  where  it  is  most 
needed  is  not  a  situation  that  calls 
for  self-pity,  but  one  that  calls  for  re- 
joicing in  the  competence  of  human 
beings  to  do  it. 

My  whole  life  has  been  spent  try- 
ing to  teach  people  that  in- 
tense concentration  for  hour  after 
hour  can  bring  out  resources  in  people 
that  they  didn't  know  they  had.  An 
awful  lot  of  people  were  made  happy 
by  that  negative  I  mentioned  earlier. 
When  they  were  called  upon  to  meet 
this  opportunity,  all  of  their  resources 
and  all  of  the  things  they  didn't  know 
they  knew  just  came  right  into  focus. 
You  would  have  thought  they  had 
been  training  for  years  for  this. 

Far  from  being  eccentric,  I  regard 
this  as  the  quintessence  of  what  in- 
dustry should  be  about.  I  don't  re- 
gard it  as  normal  for  a  human  being 
to  have  an  eight-hour  day,  with  two 
long  coffee  breaks,  with  a  martini  at 
lunch,  with  a  sleepy  period  in  the 
afternoon  and  a  rush  home  to  the  next 
martini.  I  don't  think  that  can  be  dig- 
nified by  calling  it  working  and  I  don't 
think  people  should  be  paid  for  it. 

I  would  like  to  see  people  discover 


the  joy  of  using  all  their  innate  abil- 
ity, including  the  ability  to  share. 

You  have  created  a  whole  industry 
based  on  impatience. 

Land:  I  don't  think  it  has  anything 
to  do  with  impatience.  Ask  me  a 
question.  Okay,  now  suppose  I  say,  if 
you  will  come  back  in  seven  days,  I 
will  give  you  the  answer.  Are  you  im- 
patient? Well,  come  back  in  seven 
days!  Look,  if  the  picture  you  get  in- 
stantly is  as  beautiful  as  the  picture 
you  get  by  waiting  seven  days,  then 
it  is  absolute  madness  to  say  that 
there  is  virtue  in  waiting. 

This  teas  the  first  annual  meeting 
where  you  said  nothing  about  new 
products. 

Land:  We  wanted  to  show  people 
what  we  had  already  done. 

I  felt  it  my  duty  to  say,  "Wait  a 
minute.  You've  got  the  biggest  thing 
that  has  ever  been  in  photography, 
and  I'm  going  to  hold  you  right  there 
for  a  moment.  We  have  to  get  this 


FORBES,   JUNE   1,    1975 


49 


As  I  See  It 


job  done,  we  have  to  get  this  profit- 
able, reliable  and  delightful,  and  es- 
tablish it.  Don't  worry  about  the  new 
things;  if  there  is  anything  we're  good 
at,  it  is  generating  those." 

But  don't  underestimate  the  signifi- 
cance of  the  demonstration  [with  the 
mural],  showing  the  native  capacity 
of  the  camera  and  the  implications. 
Now,  that  negative  is  at  least  part  of 
what  we  will  be  in  the  moving  picture 
field  and  part  of  what  will  be  in  the 
direct  color  transparencies  [instant 
slides]. 

You  mentioned  instant  movies.  A 
few  months  ago  Bell  6-  Howell  with- 
drew from  making  your  movie  cam- 
era. What  are  the  implications? 

Land:  Well,  we  haven't  decided,  but 
we  have  been  investigating  and  ex- 
ploring with  other  manufacturers. 
The  implication  for  us  is  an  unfor- 
tunate delay  and  nothing  else. 

How  big  is  the  potential  market 
for  instant  movies? 

Land:  My  personal  feeling— and  I've 
had  a  large  amount  of  support  and  a 
large  amount  of  disagreement— is  that 
the  field  is  at  least  as  large  as  the 
still-photograph  field  as  far  as  interest 
and  contribution  go.  They  are  pic- 
tures moving,  they  are  pictures  alive. 
It  is  one  thing  for  me  to  take  a  picture 
of  you— all  right,  hold  it!  That's  fr- 
aud another  thing  to  see  what's  been 
happening  to  you  in  a  thousand  evolu- 
tions of  mobility  as  I  have  watched 
you  during  the  last  hour.  Given  my 
choice  of  which  of  the  two  media  I 


would  like  to  use  in  reporting  on  you, 
I  would  choose  the  latter.  This  is  a 
living,  vital  world.  But  first  we  must 
educate,  create  an  awareness. 

Educate? 

Land:  Over  the  years,  I  have  learned 
that  every  significant  invention  has 
several  characteristics.  By  definition 
it  must  be  startling,  unexpected  and 
must  come  to  a  world  that  is  not 
prepared  for  it.  If  the  world  were 
prepared  for  it,  it  would  not  be  much 
of  an  invention. 

The  second  great  invention  for  sup- 
porting the  first  invention  is  finding 
how  to  relate  the  invention  itself  to 
the  public.  It  is  the  public's  role  to 
resist.  All  of  us  have  a  miscellany  of 
ideas,  most  of  which  are  not  con- 
sequential. It  is  the  duty  of  the  in- 
ventor to  build  a  new  gestalt  and  to 
quietly  substitute  that  gestalt  for  the 
old  one  in  the  framework  of  society. 
And  when  he  does,  his  invention 
calmly  and  equitably  becomes  part 
of  everyday  life  and  no  one  can  un- 
derstand why  it  wasn't  always  there. 

But  until  the  inventor  has  done 
both  things,  nothing  has  any  mean- 
ing. So  when  I  talk  about  this  new 
field  [instant  movies],  we  can  do  it, 
but  so  what?  Until  we  take  on  the 
other  half— building  the  new  gestalt— 
we  might  as  well  not  have  it. 

It  took  us  a  lifetime  to  understand 
that  if  we  are  to  make  for  every  man 
a  new  commodity— a  commodity  of 
beauty— then  we  must  be  prepared 
for  that  extensive  teaching  program 
needed  to  prepare  society  for  the 
magnitude  of  our  invention. 

You  didn't  do  that  with  the  SX70. 

Land:  One  of  the  amusing  things  is 
that,  no  matter  what  I  have  done 
personally  in  life,  and  no  matter  how 
much  tribute  people  may  pay  to  what 
I  did  last  year  or  two  years  ago, 
they're  absolutely  incredulous  about 
the  new  thing.  "This  time  he  won't 
make  it."  Make  what?  What  they 
really  mean,  what  they  are  really  say- 
ing is  that  I  won't  make  the  grade 
on  the  other  half  of  it,  namely  the 
institution  of  a  new  gestalt,  to  take 
its  place  in  people's  habit  patterns. 
Well,  I'm  confident  I  will  succeed. 

If  I  were  to  introduce  SX70  again, 
I  would  insist  on  a  better  subdivi- 
sion of  the  introductory  marketing. 
With  half  of  it  we  would  tell  them 
how  to  use  it,  and  with  half  we 
would  tell  them  how  wonderful  it  is. 


"I  think  we  did  underestimate  how 
infinitely  important  a  small  amount  of 
instruction  is.  There  were  many  prob- 
lems that  seemed  so  silly  to  us,  as  if 
you  had  a  four-speed  shift  car  and 
you  forgot  to  tell  people  to  use  the 
clutch  and  so  the  car  came  back.  We 
couldn't  imagine  anybody  not  know- 
ing how  to  focus.  We're  talking  about 
four  or  five  sentences— the  15  minutes 
that  will  take  people  into  a  whole  new 
universe  of  wonder. 

You've  been  the  most  significant 
force  in  photography  since  George 
Eastman.  What  happens  to  Polaroid 
when  you're  gone? 

Land:  There  is  only  room  for  one  of 
me  in  this  company,  and  if  while  the 
one  is  there,  all  the  others  are 
growing  and  learning,  the  worst  thing 
that  could  happen  is  that  we  could 
become  one  of  the  two  or  three  best 
companies  in  photography  and  run- 
ning along  steadily.  The  best  thing  that 
could  happen  is  that  we  would  not 
merely  do  that,  but  one  or  two  or 
five  of  the  young  people  around  me— 
the  apprentices  in  every  sense— will 
take  over  and  we  might  go  three  or 
four  times  as  fast.  You  notice  how 
American  we  are  all  now!  Our  test  of 
virtue  is  the  rate  of  growth.  What 
you're  asking  is  what  happens  when 
we've  got  our  10  million  SX70  cus- 
tomers and  they  are  all  happy  now 
and  taking  pictures.  Well,  feeding  in- 
to that  will  be  things  coming  out  of 
these  laboratories  from  my  very  bril- 
liant associates:  a  little  better  color, 
better  stability,  a  quicker  time.  Noth- 
ing can  stop  that  now.  Whether  I'm 
here  or  not,  that  stream  is  flowing. 

But  you've  always  made  the  con- 
ceptual leaps  in  the  past. 

Land:  One  would  hope  that  one  has 
left  an  environment  in  which  people 
with  my  kind  of  pace  and  competence 
will  sprout.  That  is  the  best  I  can  do. 

Dr.  Land,  how  do  you  sec  yonis,  If? 

Land:  I  suppose  that  I  am  first  "I 
all  an  artistic  person.  I'm  interested 
in  love  and  affection  and  sharing  and 
making  beauty  part  of  everyday  life. 
And  if  I'm  lucky  enough  to  be  able 
to  earn  my  living  by  contributing  to 
a  warmer  and  richer  world,  then  I 
feel  that  it  is  awfully  good  luck.  And 
if  I  use  all  of  my  scientific,  profi 
sional  abilities  in  doing  that,  I  think 
that  makes  for  a  good  life.   ■ 
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The  critics  told  Abe 
it  was  a  lousy  speech. 

He  wrote  it  with  a  pencil  on  a  piece  of  plain  white  paper.  One  hard  word  at 
a  time.  But  each  word  was  carefully  chosen  to  communicate  a  new  concept  of 
government. 

Few  people  applauded  the  President's  effort.  In  fact,  many  were 
vehement -in  their  denial  of  the  Gettysburg  Address. 

The  speech  reflected  both  Lincoln's  honesty  and  dedication.  In  the 
opinion  of  contemporary  "speech  makers,"  the  message  lacked  style  and 
eloquence,  yet,  today  his  philosophy  is  etched  in  stone  and  on  the  conscience 
or  our  country. 

Communicating  a  fresh  idea  is  still  one  of  our  most  powerful  tools 
for  change  and  for  good.  The  free  exchange  of  views,  popular,  or  not,  is  still 
our  best  assurance  for  a  strong  and  healthy  nation. 

As  one  of  America's  largest  communications  companies  in  the  busi- 
ness of  television,  radio,  and  outdoor  advertising,  we  work  hard  at  our  re- 
sponsibility; not  to  mold  a  person's  mind,  but  to  help  him  keep  it  open. 


Combined  Communications  Corporation 

Headquarters:     411  North  Central  Ave.,  Phoenix,  Az.  85004 

Communicating  With  People 

CCC  TELEVISION  STATIONS:  WX1A-TV  (ABC)  Atlanta.  KBTV-TV  (ABC)  Denver.  WPTA-TV  (ABC)  Fort  Wayne.  KARK-TV  (NBC)  Little  Rock.  WLKY-TV 
>ABCl  Louisville,  KOCO-TV  (ABC)  Oklahoma  City,  KTAR-TV  (NBC)  Phoenix.  CCC  RADIO  STATIONS:  WSA1-AM  Cincinnati,  WJDJ-FM  Cincinnati,  WWDJ-AM 
Hackensack,  KKDJ-FM  Los  Angeles,  KTAR-AM  Phoenix.  KBBC-FM  Phoenix.  MUZAK  Arizona.  CCC  OUTDOOR  COMPANIES:  Eller  Outdoor  Advertising  Com- 
panies of  Arizona.  California.  Colorado.  Flint/Grand  Rapids,  Kansas  City,  Memphis,  Michigan.  St.  Louis,  Texas.  Pacific  Outdoor  Advertising  Co.  in  Los  Angeles  and 
Southern  California.  Claude  Neon  Industries  Limited -Canada.  CCC  SIGN  MANUFACTURING  COMPANIES:  Electrical  Products  Signs.  Inc.- Albuquerque,  Eller 
Electric  Sign  Co.-Phoenix,  Claude  Neon  Industries  Limited -Canada.  Tennessee  Continental  Corporation  (Tencon)-Centerville,  Tennessee. 


Faces  Behind  the  Figures 


Dr.  Oracle 


Burns  of  the  Fed 


People  looking  for  a  quote  from 
tight-lipped,  pipe-smoking  Arthur 
Burns  usually  go  away  with  little  be- 
sides "puff,  puff."  Even  his  poetry- 
writing  wife  has  complained  that  he 
hardlv  talks  to  her. 


This  has  led  those  interested  in  the 
federal  Reserve  Board  policies— and 
who  isn't?— to  try  to  catch  Burns's  sig- 
nals, rather  than  his  statements.  It's 
a  confusing  pastime.  Last  month's 
high-level  Business  Council  meeting 
is  a  ease  in  point. 

Burns,  his  wife  and  Secret  Service 
bodyguard  trooped  down  to  the  Hot 
Springs,  Ya.  gathering,  so  Burns  could 
meet  privately  for  most  of  the  morning 
with  the  businessmen  to  discuss  God 
knows  what.  He  emerged  from  the 
smoke-filled  rooms  (puff,  puff)  and 
spent  a  few  minutes  with  the  press. 
He  offered  these  words  in  response  to 
a  Forbes  -query  on  lending  policies: 

"Our  bankers  got  too  careless  for  a 
number  of  years  (puff,  puff).  I  kept 
telling  them  that  (puff,  puff),  but 
they  didn't  believe  me.  Now  they're 
holding  a  lot  of  their  reserves  in  high- 
ly liquid  Treasury  securities  (puff, 
puff)  when  they  should  be  adding  to 
the  money  supply.  Maybe  they  be- 
lieve me  too  much." 

Then  Burns  disappeared  in  a  cloud 
of  smoke,  only  to  surface  that  after- 
noon tooling  around  the  resort  in 
Chrysler  Corp.  Chairman  Lynn  Tow  n- 
send's  spiffy  new  gold  Imperial. 


What  was  the  meaning  of  Burns's 
cryptic  remarks  to  the  press?  Were 
they  a  signal  for  the  bankers  to  lend? 
If  so,  to  lend  to  whom?  To  bankrupt 
New  York  City,  which  the  Fed 
turned  down  cold  last  month?  Or  to 
big  business— again?  Who  could  tell? 

One  of  the  things  about  being 
autonomous— as  the  Fed  is— is  that 
you  don't  have  to  answer  to  anybody. 
The  idea,  of  course,  is  that  the  Fed 
should  be  independent  of  political 
pressures.  But  sometimes  that  inde- 
pendence can  lead  to  an  oracular  at- 
titude that  deprives  the  public  of  in- 
formation it  ought  to  have. 

John  Sheehan,  who  is  leaving  the 
Federal  Reserve  Board  to  become 
president  of  White  Motor,  said  as 
much  in  a  recent  New  York  Times 
interview:  "If  the  Federal  Reserve's 
independence  is  constrained,  the  pri- 
mary cause  will  not  be  serious  errors 
of  policy  but  its  refusal  to  communi- 
cate what  it  is  doing  and  why." 

Sheehan,  a  long-time  friend  of 
Burns,  was  being  tactful.  Other  critics, 
in  business  and  Congress,  are  far 
more  outspoken. 

In  short,  "puff,  puff"  isn't  com- 
ment enough.   ■ 


The  Perils  Of  Lydia 

"Tell    me,    Lydia,    of    your    secrets 
And  the  wonders  you  perform 
How  you  take  the  sick  and  ailing. 
And  restore  them  to  the  norm." 

So  went  a  popular  college  song  of 
the  19th  century  about  the  aboli- 
tionist and  suffragette  Lydia  E.  Pink- 
ham,  whose  vegetable  compound  for 
"woman's  ills"  became  one  of  the  best- 
known  patent  medicines. 

Today,  Lydia  E.  Pinkham's  Vege- 
table Compound  lives  on  as  a  tonic 
and  a  pink  pill  at  Cooper  Labora- 
tories, ,i  drug  and  medical  products 
conglomerate  that  was  a  high-flying 
Stock  in  1971-72.  Like  Pauline,  Lydia 
is  now  imperiled,  but  the  problems 
are  not  Lydia's  so  much  as  they  are 
Cooper. s  and  Ethyl  Corp.'s. 

Cooper's  Chairman  and  President 
Parker  G.  Montgomery,  46,  bought 
out  Lydia's  heirs  in  1968  when  he 
was  trying  to  create  a  consumer  prod- 
ucts division.  He  also  picked  up  an- 
other historic  product,  Packer's  Pine 
Tar  Soap  (circa  1869),  along  with 
Lady  Esther  cosmetics,  a  perfume 
firm,  pet  products,  a  mining  company 
and  an  English  company  that  made 
soft  contact  lenses. 


Most  of  these  Montgomery  couldn't 
get  off  the  ground,  with  the  result 
that  Cooper  has  been  in  the  red  two 
years  running. 

But  Cooper— which  also  sells  some 
popular  asthma  drugs  and  Oral  B 
toothbrushes— showed  enough  prom- 
ise last  year  to  attract  Ethyl  Corp. 
Ethyl,  seeking  to  diversify  away  from 
its  dependence  on  antiknock  lead  com- 
pounds, purchased  12.5%  of  Cooper 
and  said  it  might  later  increase  its 
share  to  20%. 

Ethyl  has  the  capital  Cooper  could 
use,  but  Montgomery  isn't  impressed. 
Earlier  this  year  Montgomery  an- 
nounced he  was  talking  merger  with 
a  do/en  drug  companies.  Ethyl  coun- 
tered, according  to  Wall  Street  ru- 
mors, by  looking  into  a  possible  ten- 
der. Cooper's  stock  nearly  doubled 
from  5  to  9.  But  in  February  Ethyl 
said  it  had  no  such  plans,  and  the 
stock  sank  back  to  5.  Now  Mont- 
gomery is  fighting  for- Cooper's  life, 
trying  to  sell  his  losers  and  rework  a 
restrictive  line  of  credit  with  his 
banks,  led  by  First  National  City. 

None  of  these  problems  are  Lydia's 
fault.  Her  product,  with  the  alcohol 
content  now  reduced  to  13&%  (or  27 
proof)  from  18%,  still  earns  a  small 
profit  from   relaxing  women  entering 


the  menopause.  Montgomery  may  not 
win  out.  Then  again,  neither  may 
Ethyl.  But  one  thing  looks  certain: 
that  Lydia  E.  Pinkham's  Compound 
will  survive.  ■ 


Lydia  E.  Pinkham 
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ASHLAND 
REPORT: 


Diversification  leads  to 
a  record  quarter,  a  record  half  year. 

Ashland  Oil  has  been  a  growing  and  successful  oil  company 
for  more  than  a  half  century.  Its  carefully  planned  diversi- 
fication activities  of  the  past  decade  have  made  Ashland 
much  more,  however.  Now  Ashland  is  also  a  chemical 
company,  a  construction  company  and  a  coal  producer  and 
marketer.  Diversity  helped  bring  the  following  results: 


The  Quarter  and  Half  in  Brief 

(Unaudited) 
Quarter  Ended         Half  Ended 
March  31,  1975     March  31,  1975 

Net  Income 

$   19.5  million 

$58  million 

Increase  Over  Same  Periods,  Fiscal  74 

13%* 

18%* 

Net  Income  Per  Share  Com.  Stock 

7oe 

$2.22 

Total  Revenues 

$898.6  million 

$1,893  billion 

*Based  on  restated  1974  income  figures 

And  Ashland  plans  to  keep  right  on  growing.  Diversification 
of  our  operations  has  provided  a  sound  foundation.  And, 
building  from  this  foundation,  we  look  to  the  future  with 
confidence. 


Ashland 


Ashland  Oil,  Inc.,  Ashland,  Kentucky  41101 


Faces  Behind  the  Figures 
Nothing  To  Hide 

I  in  Commodity  Futures  Trading 
mmission,  which  has  the  job  of 
drawing  up  tough  new  regulations  for 
the  nations  16  commodity  exchanges, 
is  only  three  weeks  old.  But  one  thing 
seems  clear:  "This  won't  be  just  an- 
other one  of  your  gray  government 
agencies." 

The  vow  is  made  by  Commission 
Chairman  William  T.  Bagley,  a  lib- 
eral 46-year-old  California  Republi- 
can  who  isn't  at  all  like  your  average 
gray  government  bureaucrat. 

Looking  like  a  friendly  U.S.  Park 
Ranger  in  suspenders  and  matching 
brown  pants,  tie  and  shirt,  Bagley 
waved  a  Forbes  reporter  into  his  of- 
fice: "I've  got  exactly  three  minutes 
to  choose  a  health  plan.  Come  in.  You 
can  watch  the  commissioner  in  ac- 
tion." (He  took  Blue  Cross.) 

Bagley,  a  lawyer  by  training  and  a 
politician  by  preference,  readily  ad- 
mits his  ignorance  of  commodity  ex- 
change operations:  "I  think  I  was 
chosen  because  I  didn't  have  exper- 


Chairman  Bagley 


tise."  He  adds  that  so  far,  he  hasn't 
had  time  to  do  any  technical  reading, 
or  to  staff  up,  to  make  deliberate, 
thoughtful  decisions.  Of  his  first  hectic 
days,  he  says:  "The  way  I  see  it,  we've 
been  laying  eggs  and  hatching  full- 
grown  chickens  at  the  same  time." 

As  Bagley  sees  it,  the  new  commis- 
sion's mission  will  be  to  reduce  the 
volatility  and  occasional  manipulation 
of  prices  on  the  nation's  commodity 
exchanges. 

The  commission  has  the  power  to 
make  sweeping  changes  in  exchange 
rules— even  in  the  basic  commodity 
contract.  But  whether  beginner  Bagley 
can  actually  deliver  a  less  risky  trading 
system  is  another  question. 

Bagley,  who  as  a  state  assemblyman 
authored  all  of  California's  informa- 
tion access  laws  for  the  last  15  years, 
has  opened  his  commission's  first  22 
staff  reports  to  the  public.  He  asks 
rhetorically:  "What  other  agency  re- 
leases all  its  internal  working  papers?" 
To  which  a  skeptic  might  reply:  What 
other  agency  is  so  new  that  it  has 
nothing  to  hide?  ■ 


Dry  Holes,  Dry  Eyes 

Deeply  concerned  about  the  long- 
range  problems  facing  the  nation's 
railroads,  Union  Pacific  Corp.  Chair- 
man Frank  E.  Barnett  has  been  busily 
diversifying  his  company  against  the 
day  when  even  his  immensely  prof- 
itable western  road  might  face  nation- 
alization. But  unlike  some  desperate 
railroadmen,  Barnett  did  not  choose 
random  diversification.  He  put  his 
biggest  bets  on  oil,  an  area  where  UP 
already  had  considerable  experience. 
Among  other  things,  he  bought— at  a 
bargain  price— Champlin  Petroleum 
from  Celanese  Corp.,  which  was 
strapped  for  cash. 

However,  things  haven't  gone  as 
smoothly  as  they  might  have.  Since 
the  summer  of  1974  Champlin  and 
two  partners  drilled  six  dry  holes  off 
the  west  coast  of  Florida.  Barnett  had 
to  set  up  a  reserve  for  possible  losses 
amounting  to  $60  million  before  taxes. 
A  seventh  test  well  is  now  under  way 
there,  and  Barnett  will  soon  find  out 
if  that  one,  too,  is  dry.  If  it  is,  UP 
may  consider  doubling  the  size  of  its 
reserve— and  that  in  a  year  when  rail- 
road earnings  are  none  too  robust.  In 
the  first  quarter  earnings  slipped  22%. 
To  make  matters  worse,  the  repeal 
of  the  depletion  allowance  could  cost 

Barnett  of  Union  Pacific 


Champlin  $23  million  in  profits  this 
year,  nearly  $  1  a  UP  share. 

Is  Barnett  weeping?  Quite  the  con- 
trary. "I  couldn't  be  happier,"  he  says. 
"I'd  buy  a  Champlin  every  week  if  I 
could  get  one.  The  cash  flow  is  $95.5 
million  a  year.  Would  you  pay  $240 
million  for  it?" 

The  dry  holes,  he  figures,  are  part 
of  the  cost  of  being  in  the  oil  busi- 
ness. Fortunately,  UP  can  afford  the 
cost.  Its  funded  debt  amounts  to  just 
22%  of  its  capital,  a  very  light  ratio 
for  a  railroad.  It  is  rich  in  natural 
resources  and  land,  and  its  basic  rail- 
road business  is  quite  profitable. 

At  a  time  when  a  number  of  small- 
ish operators  have  pulled  out  of  oil, 
Barnett  has  opted  to  stay  in  by  be- 
coming a  big  oil  compan\.  lie  is 
spending  $200  million  to  expand  one 
of  Champlin's  three  refineries.  Champ* 
lin  now  produces  only  about  30%  of 
the  oil  it  needs  for  its  refineries,  but 
Barnett  is  determined  to  change  this 
situation.  In  1972  Champlin  found  a 
major  field  in  Wyoming  and  is  pre- 
pared to  pay  the  price  on  dry  holes 
if  necessary  to  find  more. 

So,  Barnett  isn't  terribly  worried 
about  those  dry  holes,  and  neither, 
apparently,  is  Wall  Street.  In  a  market 
where  only  the  best  credit  risks  can 
get  long-term  money,  UP  recently  of- 
fered $100  million  in  8.6*  notes.  The 
issue  sold  out  in  24  hours.   ■ 
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Captain  of  the  4th  Harkovsky  Lancers.  Figurine  of  carved  lapis-lazuli,  chalcedony ,  agate  and  obsidian, 
mounted  with  gold  and  silver.  Helmet  is  enameled  yellow  and  black  and  the  head  is  set  with  sapphire 
eyes   By  Carl  Faberge,  Jeweler  to  the  Czars  of  All  the  Russias.  From  the  Forbes  Magazine  Collection. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 


Today  over  625,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 

Forbes:  capitalist  tool 


You  can  make  mistakes  with 

any  typewriter. 

But  this  one  can  also  erase  them. 


The  IBM  Correcting  Selectric Typewriter. 


« 


1. Error  is  made. Typist 
presses  Correcting  Key, 
causing  typing  element 
to  backspace. 


Corredt 

r 


2  Typist  restrikes  incorrect 
character  and  error  is 
literally  lifted  off  page. 
Typing  element  remains 
locked  in  position  to 
strike  correct  character. 


Corre 


t 


11 


3. After  correct  character 
is  struck, typist  resumes 
typing. 


Correct 


The  crisp,  clean,  error-free 
appearance  of  perfectly  typed 
correspondence  is  something 
every  executive  and  secretary 
want.  Unfortunately,  it's  some- 
thing that's  not  always  easy 
to  get. 

Typing  errors,  after  all,  do 
occur.  And  when  they  are  cor- 
rected by  ordinary  means,  tell- 
tale   imperfections    often    re- 
main on  the  original. 

That's  why  we  developed 
the    IBM   Correcting   "Selec- 
tric"  Typewriter. 

It  features  a  Correcting  Key 
that  literally  lifts  typing  errors 
off  the  page  in  the  course  of 
the  regular  typing  routine,  as 
detailed  in  the  sequence  at 
left.  (Actually  seen,  the  effect 
is  almost  magical.) 

The  result  is,  when  the  cor- 
rect character  is  typed  in,  your 
correspondence  has  the  look 
you  want.  And  it  can  be  ready 
faster,  as  well,  because  there's 
no  positioning  and  reposi- 
tioning of  the  paper,  no  man- 
ual   erasing,    no   applying 
opaquing  fluid. 

(Of  course,  the  typewriter 
can't  erase  carbons.  Nor  is  it 
intended  for  masters,  optical 
character  recognition, or  other 
special  applications.and  we 
recommend  that  the  IBM  Tech 
III  ribbon  be  used  when  typ- 
ing negotiable  instruments.) 

As  its  name  implies,  the 
IBM  Correcting  "Selectric" 
Typewriter  also  offers  our 
unique   interchangeable  typ- 
ing element,  available  in  more 
than  20  distinctive  type  styles. 

It  has  an  optional  "Dual 
Pitch"  capability  which  lets 
you  type  10  characters  per 
inch  for  optimum  legibility,  or 
12  per  inch  to  save  space  in 
forms,  statistics,  and  reports. 
Giving  you  the  benefits  of  two 
typewriters  in  one.  And  itoffers 
the  same  built-in  reliability 
that  you  have  come  to  depend 
on  and  appreciate  in  IBM 
office  equipment. 

Simply  call  our  Office  Prod- 
ucts Division.  One  of  our  Rep- 
resentatives will  be  happy  to 
explain  in  more  detail  what 
this  remarkable  machine  can 
do  for  you  and  your  company. 


Word  Processing 


This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 
New  Issues  May  14, 1975 


$150,000,000 

NCR  Corporation 

$75,000,000  9%%  Sinking  Fund  Debentures,  Due  May  15, 2000 

Price  99% 

plus  accrued  interest,  if  any,  from  May  21,  1975 


$75,000,000  9%  Notes,  Due  May  15, 1985 

Price  99%% 

plus  accrued  interest,  if  any,  from  May  21,  1975 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among 

the  underwriters  named  in  the  prospectus)  as  may  legally  offer 

these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 
Blyth  Eastman  Dillon  &  Co.  The  First  Boston  Corporation  Donaldson,  Luf  kin  &  Jenrette 

Incorporated  Securities  Corporation 

Drexel  Burnham  &  Co.                            Goldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

Incorporated  Affiliate  of  Bach*  A  Co.  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes             E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Kuhn,  Loeb  &  Co.                Lazard  Freres  &  Co.                Lehman  Brothers  Loeb,  Rhoades  &  Co. 


Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber.  Jackson  &  Curtis         Reynolds  Securities  Inc. 

Incorporated  Incorporated 

Smith,  Barney  &  Co.  Wertheim  &  Co.,  Inc.                                   White,  Weld  &  Co. 

Incorporated  Incorporated 

Dean  Witter  &  Co.  Warburg  Paribas  Becker  Inc. 


Incorporated 


Faces  Behind  the  Figures 


Rats  To  Riches 


Rollins  of  Rollins 


Fifty-seven  in  a  row?  That's  how 
many  consecutive  quarterly  earnings 
gains  Atlanta-based  Rollins,  Inc.  has 
had  since  the  company  went  public 
in  1960.  In  1964  Rollins  bought  the 
world's  largest  pest-control  firm.  Why 
such  performance  from  a  seeming 
hodgepodge  of  exterminating,  broad- 
casting, distribution,  outdoor  adver- 
tising, building  maintenance,  home 
protection  and  oil-field  servicing? 

Because  the  hodgepodge  is  only 
seeming,  says  big,  reserved  O.  Wayne 
Rollins,  who  founded  the  company  in 
broadcasting  in  1948  and  then  took 
over  Atlanta's  Orkin  Exterminating 
Co,  16  years  later.  Rollins  is  really  a 
diversified  service  company:  "If  a 
company  performs  a  service  and  we 
can  perform  it  as  well  as  anyone  else, 
then  we  may  get  into  it,"  he  explains, 
adding,  "I  like  to  control  the  price 
and  sell  direct  to  the  user." 

But  this  widening  spread  has  not 
eclipsed  pest  control,  which  last  year 
chipped  in  56%  of  revenues  and  64% 
of  earnings.  Wayne  Rollins  expects  it 
to  keep  growing:  "As  a  rule,"  he  says, 
"a  woman  won't  put  up  with  a 
roach  for  $10  a  month."  Still,  pest 
control  can  grow  only  so  fast. 


Rollins  sees  tomorrow's  big  growth 
coming  from  two  new  services.  One 
is  his  sophisticated  electronic  fire  and 
burglar  alarm  system  for  the  home, 
which  he  markets  by  using  his  pest- 
control  contracts  as  a  foot  in  the  door. 
The  other  is  oil-field  servicing. 

"From  the  time  the  helicopter 
brings  supplies  to  the  offshore  plat- 
form until  the  casing  is  cemented," 
he  says,  "the  oil  business  is  the  most 
serviced  business  there  is."  Aided  by 
acquisitions,  Rollins  now  provides 
services  starting  with  the  initial  drill- 
ing to  the  reworking  of  old  wells. 

These  two  businesses  have  grown 
until  they  now  account  for  over  10% 
of  the  company's  $200-million-plus 
sales  in  its  fiscal  year  through  June 
30,  and  a  like  share  of  its  $18  million 
to  $19  million  earnings.  He  estimates 
that  together  their  earnings  will  be 
bigger  than  pest  control  within  a 
few  years. 

In  fact,  at  63  Wayne  Rollins  can 
hardly  wait  to  cash  in  on  the  op- 
portunity. Never  mind  his  two  sons 
ready  to  step  into  his  shoes:  "Retire? 
I  never  thought  of  it.  The  most  diffi- 
cult thing  for  me  to  do  is  to  turn  over 
the  running  of  my  company."  ■ 


Have  Hatchet, 
Will  Travel 

Recession?  Not  for  Morton  Scheer. 
His  New  York-based  firm  is  booming 
these  days— not  despite  the  recession, 
but  because  of  it. 

Mort  Scheer  is  a  professional  hatch- 
ed man.  He's  called  into  near-bank- 
rupt companies,  usually  by  their  ner- 
vous bankers,  just  before  the  last  rites 
are  administered.  His  job  is  to  roll 
heads,  lop  off  products  and  hack  out 
whatever  else  is  needed  to  stave  off 
the  grim  reaper. 

"My  phone  is  going  crazy  now," 
says  Scheer.  "The  banks  aie  looking 
at  their  borrowers'  profit  figures,  and 
many  look  pretty  precarious." 

Scheer^ and  his  men  travel  under  a 
deceptively  bland  banner:  The  firm  is 
called  Service  Resources  Corp.,  Ltd. 
It  literally  takes  over  a  client  com- 
heer  himself  moves  into  the 
president's  office,  listens  in  on  all  his 
conversations  and  phone  calls,  sizes 
up  the  situation  and  then  tells  the 
dent  what  to  do.  If  he  refuses, 
Scheer  and  his  men  do  it  for  him. 
"We  do  pretty  obvious  things,"  says 
Scheer,  "but  things  that  take  a  lot  of 
guts." 


Recalls  Robert  Rosen,  a  founding 
partner  with  Scheer  back  in  1968:  "I 
told  one  client  he  had  to  go  out  into 
his  plant  and  fire  80  people.  He  said 
he  couldn't  do  it;  he  didn't  have  the 
heart  So  I  went  ou^  there  myself  and 
fired  81." 

Scheer,  a  chunky  40,  learned  all 
about  problem  companies  while  put- 
ring  together  General  Electric  Credit 
Coip.'s  accounts  receivable  financing 
business  in  the  early  Sixties.  Rosen, 
48,  was  schooled  in  Manhattan's 
rough-and-tumble    garment    business. 

ch  of  the  six  staff  members  has 
at  one  time  run  a  troubled  company 
lii'mself. 

So  far,  their  biggest  salvage  job 
was  a  $45-million  (sales)  metals  com- 
pany lifted  on  the  American  Stock 
Exchange.  Some  others:  a  $7-million 
men's  underwear-maker  that  had 
been  kicked  off  the  Big  Board  and 
hadn't  earned  a  profit  in  25  years;  a 
■$I0-rnillion  photo  equipment  outfit 
that  was  turned  from  a  $300,000-a- 
year  loser  into  a  $350,000-a-year  mon- 
ey-maker. Right  now  Scheer  is  hon- 
ing his  hatchet  in  anticipation  of  a 
$180-million  New  York  Stock  Ex- 
change company  that  he  hopes  to  get 
for  a  client. 

Scheer  says  he   gets   a  lot  of  his 


business  from  banks,  Manufacturers 
Hanover  Trust  Co.  prominendy  among 
them.  Judging  from  the  state  of  some 
banks'  loan  portfolios  these  days,  he 
may  be  in  for  a  lot  more  business.  ■ 


Scheer  of  Service  Resources 
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EIGHTEEN  YEARS  OF  GROWTH 


YEAR 

Net 

Sales 

(thousands) 

Net 

Income 
(thousands) 

Depreciation 

and 
Amortization 
(thousands) 

Net  Income 

to 
Net  Sales 
(percent) 

Net  Income 

to  Stock- 

hslders' 

Equity 

(percent) 

(1) 

Net 
Income 

Per 
Share 

(2) 

Dividends 

Per 

Share 

(2) 

1974 

$255,846 

$26,848 

$7,526 

10.5 

22.4 

$2.20 

$   .29 

1973 

210,558 

22,010 

6,335 

10.5 

22.0 

1.81 

.22 

1972 

151,528 

16,556 

4,722 

10.9 

25.7 

1.41 

.17 

1971 

112,991 

11,960 

4,183 

10.6 

22.2 

1.06 

.15 

1970 

92,475 

10,102 

3,532 

10.9 

22.2 

.91 

.13 

1969 

90,380 

9,772 

2,754 

10.8 

26.7 

.88 

.11 

1968 

80,107 

8,472 

2,995 

10.6 

27.8 

.76 

.10 

1967 

60,965 

6,963 

2,474 

11.4 

27.6 

.63 

.09 

1966 

51 ,897 

6,537 

1,591 

12.6 

33.0 

.61 

.08 

1965 

41,013 

5,252 

1,152 

12.8 

34.0 

.49 

.07 

1964 

32,378 

4,084 

914 

12.6 

32.8 

.41 

.06 

1963 

25,695 

3,003 

711 

11.7 

28.9 

.31 

.05 

1962 

20,735 

2,132 

757 

10.3 

24.8 

.22 

.02 

1961 

14,845 

1,226 

653 

8.3 

16.1 

.13 

.02 

1960 

13,914 

933 

822 

6.7 

13.4 

.10 

.01 

1959 

13,672 

929 

753 

6.8 

14.7 

.10 

.01 

1958 

1 0,401 

558 

679 

5.4 

9.5 

.06 

.01 

1957 

11,210 

547 

617 

4.9 

10.2 

.06 

.01 

5  yr.* 

23.1  % 

22.4% 

22.3% 

— 

— 

20.1  % 

21 .4% 

10  yr.* 

23.0% 

20.7% 

23.5% 

— 

— 

18.3% 

17.1% 

18  yr.* 

19.8% 

25.5% 

15.7% 

— 

— 

23.4% 

20.6% 

•Compound  Growth  Rate  Percentages  (1)  Based  on  stockholders'  equity  as  of  the  beginning  ot  the  year.  (2)  After  giving  effect  to  100%  stock  distributions  in  1971, 
1963  and  1961,  and  50%  stock  distributions  in  1968  and  1967.  (3)  Results,  except  as  to  dividends  per  share,  have  been  restated  to  include  companies  acquired  on  a 
pooling-of-interests  basis. 


With  headquarters  in  the  Detroit  suburb  of  Taylor 
and  manufacturing  facilities  in  the  United  States  and 
other  countries,  Masco  manufactures  faucets  and 
other  specialty  products  for  the  home  and  recreation 
markets,  and  cold  extruded  and  other  precision  in- 
dustrial components  for  industry.  By  establishing 
proprietary  leadership  positions  in  markets  with 
above-average  growth  potential  and  providing  su- 
perior value  to  customers,  Masco  has  achieved  in- 
creased earnings  for  eighteen  consecutive  years. 

In  1974,  Masco  established  new  records: 

•  Sales  increased  22  per  cent  — the  16th  consecutive 
year  of  increased  sales 

•  Earnings  increased  22  per  cent-the  18th  conse- 
cutive year  of  increased  earnings 

•  Dividend   payments  increased   14  per  cent  — the 
16th  consecutive  year  of  higher  dividends 

We  believe  the  above  accomplishments  achieved  in 
a  period  of  major  market  and  financial  dislocations 
is  a  reaffirmation  of  the  validity  of  our  corporate 


philosophy  and  strategies.  Our  proprietary  leader- 
ship positions  and  our  pursuit  of  excellence  in  prod- 
uct and  service  have  been  major  assets  in  this  dif- 
ficult period. 

While  many  of  our  country's  economic  problems  still 
exist,  and  may  even  intensify  over  the  near  term,  we 
believe  that  a  number  of  our  major  markets  which 
declined  sharply  in  1974  are  at  or  near  their  low 
point  and  should  begin  to  recover  as  the  year 
progresses. 

The  current  economic  conditions  may  result  in  a 
moderation  of  Masco's  rate  of  growth  in  the  early 
part  of  this  year.  We  believe,  however,  our  ability  to 
develop  new  products  and  to  increase  market  pen- 
etration should  enable  us  to  grow  and  achieve  new 
records  in  1975. 


Richard  Manoogian,  President 


You  are  invited  to  write  tor  our  annual  report  to  the  Masco  Corporation 
Dept.  107,  21001  Van  Born  Road,  Taylor,  Michigan  48100  U.S.A. 


The  Money  Men 


be  as  high  as  25%." 

Hathaway  wisely  hedges  his  bets— 
but  only  slightly.  He  admits  that  there 
could  be  quite  a  different  script  if  cer- 
tain things  go  wrong.  The  oil  situation 
could  heat  up  again  (see  p.  18).  Con- 
tinuing government  deficits  could  serve 
to  crowd  private  industry  out  of  the 
capital  markets.  Finally,  consumers 
might  refuse  to  respond  to  the  tax  re- 
bates and  other  stimuli,  and  unem- 
ployment might  start  climbing  again. 

However,  Hathaway  does  not  now 
think  any  of  that  will  get  out  of  hand. 
Consequently,  Morgan  has  committed 
much  of  its  cash  reserves  to  stocks. 
Right  now  the  equity  portion  of  $17.8 
ullion  it  manages  is  close  to  the  max- 
mum  percentage  the  bank  desires. 

Spreading  Out 

Putting  much  less  emphasis  than  in 
the  past  on  the  Nifty  Fifty,  Hathaway 
all  last  fall  and  this  spring  has  been 
buying  cyclical  stocks:  chemicals,  for- 
est products,  steel  and  nonferrous 
metals.  He  has  avoided  airlines  be- 
cause of  their  rate  problems,  high  fuel 
costs,  overcapacity  and  still-declining 
revenue  per  passenger-mile.  He  be- 
lieves electric  utility  rate  regulators 
have  finally  become  convinced  of  the 
utilities'  needs  for  higher  profitability. 
But  he  is  still  avoiding  these  stocks. 
The  reason?  Says  he,  "You  can  still 
buy  major  industrial  companies  below 
ten  times  earnings  with  reasonable 
yields,  and  their  earnings  can  grow 
faster  because  they  aren't  regulated." 
He  also  has  been  a  big  purchaser  of 
small  companies. 

The  market,  measured  by  the  DJI, 
is  up  almost  50%  from  its  December 
lows.  Hasn't  it  gotten  a  bit  ahead 
of  itself?  Hathaway  sees  a  correction 
ahead,  but  only  a  temporary  one. 

The  public,  he  points  out,  isn't 
really  in  yet,  and  won't  be  until  divi- 
dends and  earnings  start  up  and  in- 
flation stays  down— maybe  this  fall. 

It  actually  comforts  him  that  not 
everybody  is  bullish.  "Look  at  it  this 
vay,"  he  says.  "If  everybody  bought 
at  the  bottom  and  sold  at  the  top, 
then  the  top  would  be  the  bottom  and 
the  bottom  be  the  top."  By  this  view, 
we  got  the  bottom  when  nearly  ev- 
erybody had  turned  bearish,  but  we 
haven't  gotten  near  a  top  yet  because 
not  everybody  is  bullish. 

There  it  is.  Hathaway's  neck  is  way 
out.  Let's  all' hope  that  he  is  as  right 
now  as  he  was  last  fall— rather  than 
as  wrong  as  he  was  when  he  held  the 
Avons  and  Polaroids  for  far  too  long 
back  in  1973  and  1974.   ■ 


*    Special  Introductory  Trial  Offet!  \ 

Value  Line  for  the  next 
ten  weeks  for 

only  $25 


NpTny 

LLiJiJiiLT 


•  RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not  already 
had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY  during  the 
past  two  years.  See  for  yourself  how  Value  Line's  investment  advisory  ser- 
vice, though  not  "free  of  charge,"  might  help  you  to  maximize  your  invest- 
ment profit  possibilities  and  reduce  your  investment  risk. 

•  REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  ten-week  trial  basis  at  half  the  regular  rate 
to  new  trial  subscribers  only  because  we  have  found  that  a  high  percentage 
of  those  who  once  try  Value  Line  for  a  period  of  months  stay  with  it  on  a 
long-term  basis.  The  increase  in  circulation  thus  effected  enables  us  to 
provide  a  service  for  far  less  than  would  have  to  be  charged  to  a  smaller 
number  of  subscribers. 

•  BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page  reports 
on  each  of  the  more  than  1550  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line  Reference  Ser- 
vice, which  alone  sells  for  $35,  will  be  yours  at  no  extra  charge  under  this 
offer. 

•  SUBSCRIPTION: 

For  the  next  ten  weeks  you  will  receive  new  reports  at  the  rate  of  about  120 
a  week,  which  will  replace  and  update  those  already  in  your  binder.  (Filing 
takes  only  one  minute  a  week.)  You  will,  also  receive  during  the  next  10 
weeks  the  weekly  "Selection  and  Opinion"  section  of  the  VALUE  LINE 
INVESTMENT  SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy 
and  the  stock  market,  advice  on  investment  policy,  in-depth  analyses  of  es- 
pecially recommended  stocks,  the  Value  Line  market  averages,  and  other 
features. 

•  MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it  to  be, 
you  may  return  the  material  we  send  you  within  30  days  for  a  full  and  un- 
questioned refund  of  your  $25. 


^JffiS^ 


THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St., 
New  York,  N.Y.  10017 


D  Begin  my  10-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  household 
every  two  years. 

□  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 
for  $248. 

If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  and  my  money 
will  be  refunded.  Foreign  rates  available  on  request. 

216G01 


D  Payment 
enclosed 
□  Bill  me  for  $248 
N.Y.  residents  please 
add  applicable  sales 
tax. 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


CITY 


STATE 


ZIP 


\^J 


No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent. 


^/ 
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The  Funds 


You  Can't  Have  A  Silver  Lining  Without  A  Dark  Cloud 


A  bull  market,  increased  sales,  de- 
creased redemptions— all  contributed 
to  the  festive  mood  of  some  400  per- 
sons who  attended  this  year's  annual 
Investment  Company  Institute  meet- 
ing, held  last  month  in  Washington, 
D.C.  "What  characterizes  this  year's 
meeting  is  optimism,"  smiled  Joe  F. 
Lowe  of  Heritage  Securities. 

The  redemption  rate  has  been  fall- 
ing—finally. For  1974  it  was  only  8.4% 
for  all  nonmoney  market  funds,  down 
from  a  high  of  12%  in  July  1972.  And 
it  continues  to  fall:  In  March  it  was 
only  7.2%. 

Yet  overhanging  the  glitter  was  a 
cloud  of  uncertainty.  The  big  worries: 
How  to  increase  sales  and  cope  with 
the  burdensome  Securities  &  Ex- 
change Commission  regulations. 

As  one  money  manager  confided  to 
Forbes:  "When  [fund]  performance 
picks  up  and  shareholders  feel  they 
can  get  out  even,  you're  going  to  see 
a  lot  more  redemptions.  It  always 
happens."  He  added,  "Right  now 
we're  getting  letters  from  many  share- 
holders saying,  'When  we  get  back  to 
even,  we're  going  to  get  out  of  your 
damn    fund!'    When    that    happens, 


you've  got  to  have  new  sales  to  bal- 
ance it  off."  Over  breakfast  at  the  end 
of  the  two-day  meeting,  George  Put- 
nam of  Boston's  Putnam  Funds  made 
the  same  point:  "The  underlying 
problem  .  .  .is  how  to  get  distribution 
going."  Right  now  the  sales  picture,  is 
fairly  clear.  Sales  for  the  whole  indus- 
try in  1974  totaled  $5.3  billion,  the 
best  in  five  years.  For  the  nonmoney 
market  funds,  sales  in  the  first  quarter 
of  1975  came  to  nearly  $929  million, 
up  15%  from  1974's  first  quarter.  But 
if  redemptions  do  pick  up,  they  may 
again  get  ahead  of  sales. 

In  the  struggle  for  greater  distribu- 
tion, the  SEC  is  a  problem.  SEC 
staffers,  led  by  Director  of  Investment 
Management  Regulation  Allan  Most- 
off,  continue  to  hold  to  the  "demand- 
pull"  theory  of  distribution^  which  says 
consumers  should  seek  out  the  funds 
on  their  own. 

Toward  that  end,  the  SEC  has  en- 
couraged lower  sales  commissions  and 
plans  to  ask  Congress  for  authority 
to  abolish  fixed  commission  rates, 
thereby  creating  a  more  price  com- 
petitive environment. 

At  the  same  time,  both  load  funds 


and  no-loads  are  being  hurt  by  the 
Commission's  tight  advertising  and 
promotion  rules.  Meanwhile,  no  such 
regulation  exists  for  the  mutual  funds' 
newest  breed  of  competitor,  the  bank 
funds;'  the  inequities  make  the  fund- 
men  boil.  "Why  should  banks  be  able 
to  advertise  like  this?"  demanded  Je- 
rome Hardy,  president  of  Dreyfus 
Corp.,  waving  a  Chase  Manhattan 
Bank  savings  plan  brochure  titled  "Be 
12  Times  Richer  by  Next  Year." 

So,  if  there  was  a  villain  in  the 
house  this  year,  it  was  the  SEC.  As 
one  fund  money  manager,  who  was 
once  an  SEC  staff  lawyer,  puts  it: 
"The  SEC  guys,  they  have  the  power 
to  kick  you  in  the  face.  We  live  by 
their  sufferance.  All  we  can  do  really 
is  try  to  protect  our  ass."  Recalled  an- 
other money  manager:  "!•  remember 
when  Manny  Cohen  told  us  we'd  all 
be  out  of  business  in  a  few  years,  and 
we  all  stood  up  and  applauded  him." 

Out  of  business?  Hardly.  Sure,  life 
isn't  what  it  was  back  in  the  Sixties, 
but  an  industry  that  runs  $43  billion 
and  took  in  nearly  $1.3  billion  in 
1975's  first  three  months  is  hardly  out 
of  business.  ■ 


Right  On  Target 

In  1967  Malcolm  Forbes  and  two  of 
his  associates  threw  darts  at  the  stock 
market  page  in  The  New  York  Times. 
Thus  was  created  Forbes  magazine's 
hypothetical  Dart  Board  Fund,  its 
portfolio  made  up  of  28  dart-selected 
common  stocks. 

We  were  testing  the  Random  Walk 
theory,  which,  in  the  words  of  Prince- 
ton Professor  Burton  Malkiel,  says: 
"A  blindfolded  monkey  throwing 
darts  at  the  newspapers'  financial 
pages  could  select  a  portfolio  that 
would  do  just  as  well  as  one  carefully 
selected  by  experts." 

We  can't  speak  either  for  the  mon- 
keys or  the  experts,  but  the  impres- 
sive fact  is  that  our  Dart  Board  Fund 
has  handily  outperformed  the  popu- 
lar averages  as  well  as  the  great  ma- 
jority of  mutual  funds. 

So  far  in  1975,  the  stock  market  is 
up  30%,  as  measured  by  the  Standard 
&  Poor's  500  stock  average,  and  35% 
by  the  Dow  Jones  industrials. 

The  Dart  Board  Fund?  It  was  up 
39%  in  the  first  58  months  of  1975. 

Longer  term,  too,  the  Dart  Board 
Fund  outperforms  the  indices.  Since 
it  was  born  in  June  1967,  it  has  ap- 
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o  Change 

%  Change 

6/30/67 

1/2/75 

to 
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Company 

5/12/75 

5/12/75 

Texas  Oil  &  Gas 

+282 

-5 

|.C.  Penney 

+86 

+54 

Singer 

-64 

+29 

MacAndrews  &  Forbes 

-17 

+17 

Florida  Steel 

+38 

+26 

Aquirre 

-69 

+15 

Arvin  Ind. 

-42 

+12 

Firestone  Tire 

-17 

+34 

Carolina  Power 

-60 

+30 

Pacific  Tin 

-18 

+7 

Pittston 

+402 

+78 

Sunbeam 

-50 

+  49 

Textron 

-43 

+63 

Crouse-Hinds 

+17 

+37 

Chase  Manhattan 

-16 

+22 

Checker  Motors 

-29 

+18 

Helene  Curtis 

-74 

+78 

Standard  of  Indiana 

+117 

-5 

ESB  Inc. 

+228 

— 

EMI  Ltd. 

-13 

+175 

International  Paper 

+80 

+44 

Reed  Tool 

-6 

+18 

General  Dynamics 

-39 

+92 

Bunker  Ramo 

-53 

+29 

Ludlow  Corp. 

-63 

+9 

International  Nickel 

-25 

+25 

Interpace 

-13 

+47 

Federal  Paperboard 

-10 

+44 

Total 


+19 


+39 


predated    19%,    while    the    DJI    was 
down  1%  and  the  S&P  500  broke  even. 

What's  the  secret  of  the  Dart 
Board's  success?  The  secret  is  non- 
management.  No  stock  is  ever  sold 
from  the  portfolio.  If  merged,  it  is  sim- 
ply replaced  by  the  stock  of  the  ac- 
quiring company;  in  a  merger  for  cash, 
the  cash  is  reinvested  equally  in  the 
remaining  stocks.  This  creates  a  kind 
of  scaling  up.  The  higher  a  stock  rises, 
the  bigger  proportion  of  the  fund's 
assets  it  represents;  subsequent  gains, 
then,  have  a  leveraged  effect  on  the 
fund.  Conversely,  the  losers  become 
smaller  and  smaller  proportionately. 
I  he  fund  has  contained  some  big  w  in 
ners:  Internationa]  Paper,  up  S0%; 
Texas  Oil  &  Gas,  up  28  !  Pittston, 
up  402%;  Standard  oi  Indiana,  up 
117%.  The  winners  have  more  than 
made  up  lor  the  losers. 

The  fund  itself  was  made  up  ol 
three  sublnnds,  each  representing 
one  dailist.  Malcolm  Forbes'  and  Pub- 
lisher James  Dunn's  sublnnds  were  up 
25%  over  the  eight  years.  Editor  James 
Michaels'  snbfund,  with  eight  lofl 
out  ol  ten  stocks,  lagged  with  a  gain 
of  just  9%. 

The     Dart     board     blind    now     COIl 

sists  of  die  27  stocks  listed  ai  left.  ■ 
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This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 

NEW  ISSUE  April  24,  1975 

3,000,000  Units 

Occidental  Petroleum  Corporation 

3,000,000  Shares  of  $2.50  Cumulative  Preferred  Stock 

($  1  par  value) 

*  with  Warrants  to  Purchase  3,000,000  Common  Shares 


Offered  in  Units  consisting  of  one  share  of  Preferred  Stock  and  one  Warrant  to  purchase  one  Common  Share, 
$.20  par  value.  The  Warrants  will  be  distributed  to  holders  of  the  Preferred  Stock  of  record  on  such  date  (not 
later  than  July  22,  1975)  as  may  be  agreed  upon  by  Occidental  and  the  Representatives  of  the  Underwriters, 
after  which  time  the  Warrants  will  be  separately  transferable.  Each  Warrant  will  entitle  the  holder  to  purchase 
one  Common  Share  at  a  price  of  $16.25,  subject  to  adjustment  in  certain  events,  from  the  date  such  Warrant 
becomes  separately  transferable  until  April  22,  1980  when  such  right  expires,  unless  extended  by  Occidental,  at 
its  option,  for  an  additional  period  of  up  to  5  years,  to  the  extent  permitted  by  the  Warrant  Agreement.  Upon 
expiration,  Common  Shares  will  be  issued  to  the  holders  of  unexercised  Warrants  at  the  rate  of  one  Common 
Share  for  each  100  Warrants,  subject  to  adjustment  in  certain  events,  after  which  time  the  Warrants  will 
become  void. 


Price  $25  Per  Unit 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  underwriters,  includ- 
ing the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co.  Blyth  Eastman  Dillon  &  Co. 


Incorporated 


Incorporated 


Drexel  Burnham  &  Co.  Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated  Affiliate  of  Bache  *  Co.  Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Lazard  Freres  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

Incorporated 

Reynolds  Securities  Inc.  Wertheim  &  Co.,  Inc.  Dean  Witter  &  Co.  Shearson  Hayden  Stone  Inc. 

Incorporated 

ABD  Securities  Corporation        Basle  Securities  Corporation        Bateman  Eichler,  Hill  Richards        Bear,  Stearns  &  Co. 

Incorporated 

Alex.  Brown  &  Sons      F.  Eberstadt  &  Co.,  Inc.      EuroPartners  Securities  Corporation      Faulkner,  Daw  kins  &  Sullivan 

Securities  Corp. 

Robert  Fleming  Harris,  Upham  &  Co.  Kleinwort,  Benson  Moseley,  Hallgarten  &  Estabrook  Inc. 

Incorporated  Incorporated  Incorporated  '        * 


New  Court  Securities  Corporation         Oppenheimer  &  Co.,  Inc.  R.  W.  Pressprich  &  Co.  L.  F.  Rothschild  &  Co. 

Incorporated 

ShieldsModel  Roland  Securities  SoGen-SwissInternationalCorporation  Thomson&McKinnonAuchinclossKohlmeyerlnc. 

Incorporated 

Tucker,  Anthony  &  R.  L.  Day      UBS-DB  Corporation      C.  E.  Unterberg,  Towbin  Co.      Wood,  Struthers  &  Winthrop  Inc. 


&C6J(rr/$oi 


When  E.E  I  lull  on  talks,  people  listen. 
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The  Forbes  Index 


lit. 

pfvlinitnjr) 

T 

1d.fi- 

tIK  - 

1  jJ 

110  - 

175- 

l£3 

120- 

"\ 

115 

\ 

110- 

-v. 

10^ 

♦ 

100- 

95- 

90 

i  f  m  m  i 

FEB. 


126.3 


64  1%5   1966   1967   1968   1969   1970   1971   1972   1973 


MAR. 

125.0 

APR. 

125.3 

MAY 

125.4 

JUNE 

125.1 

JULY 
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AUG. 

126.1 

SEPT. 

124.4 

OCT. 

122.7 

NOV. 

119.2 

DEC. 

115.7 

JAN 

113.6 

FEB 

112.6 

MAR.  (Prel.) 

111.1 

Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial   Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sa/es  \ 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt  i 

•  How  costly  are  services?  (U  S   Deof  oi  Labor 


1974  1975 

service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept    of  Labor  initial  unemployment  claims) 


Market  Comment 


Stick  with  Assets 


By  L.  O.  Hooper 


After  a  rise  of  more  than  50%  in 
the  DJI  and  even  100%  or  more  in 
many  stocks,  we  should  welcome 
more  selectivity  and  at  least  some  con- 
solidation. Since  December  investors 
have  been  recovering  from  nothing 
short  of  an  unreasoning  panic;  much 
of  the  advance  in  stock  prices  has  re- 
flected this  rather  than  confidence  in 
a  quick  business  boom.  A  liquidation 
of  the  welfare  state  with  the  chaos 
and  misery  that  would  involve  is 
no  longer  feared.  The  public  has 
been  rushing  to  convert  cash  and 
cash  equivalents  into  stocks,  but  at 
least  some  of  the  rush  has  spent  its 
price  influence. 

In  spite  of  their  large  advance, 
stocks  still  are  not  higher  than  a  year 
ago,  and  the  DJI,  even  at  860,  has 
been  selling  at  only  11.4  times  the 
present  indication  of  $75  earnings  on 
the  Dow  for  this  year.  What  overval- 
uation there  may  be  is  spotty  rather 
than  widespread,  and,  as  time  goes  on, 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


essential  values  will  show  up  more 
clearly  in  the  market's  selectivity. 

It  would  be  strange  indeed  if  the 
Dow  in  June  does  not  suffer  some 
traditional  setback,  but  the  declines 
will  probably  be  of  as  short  a  dura- 
tion as  they  are  troubling  in  their 
speed.  More  people  will  be  waiting 
with  cash  to  buy  on  weakness  than 
will  be  frightened  into  hasty  liquida- 
tion of  investments. 

We  have  enjoyed  a  cash  market 
rather  than  a  jump  in  stocks  based  on 
thin-margin  credit,  so  any  correction 
is  unlikely  to  feed  on  itself.  The  camp- 
follower  type  of  stock  market  inter- 
est, such  as  we  had  in  1929,  in  1937 
and  in  the  early  breaks  in  the  late 
1960s,  is  absent.  The  people  who 
have  bought  stocks  this  year  have 
bought  largely  with  cash,  and  most 
of  them  have  been  substantial  inves- 
tors rather  than  odd-lotters  or  even 
100-share  purchasers.  So  don't  wor- 
ry too  much  if  the  consolidation  looks 
a  little  rough  at  times.  The  market  is 
entitled  to  a  rest. 


Well,  what  about  the  new  selec- 
tivity? I  would  expect  it  to  be  more 
asset-oriented  rather  than  concentrat- 
ed into  many  glamour  stocks.  I  don't 
see  how  it  can  be  as  earnings-oriented 
as  most  of  our  markets  have  been  in 
the  past,  because  there  won't  be  too 
much  bullish  inspiration  in  profits  for 
the  next  quarter  or  two.  I  think  there 
will  be  continued  emphasis  on  the 
shares  of  the  larger  corporations, 
which  are  sound  institutions  rather 
than  uncertain  ventures. 

Assets  that  should  be  more  and 
more  sought  after  are  proved  oil  re- 
serves, rich  mineral  deposits,  coal  re- 
serves, good  stands  of  growing  tim- 
ber and  those  efficient  manufacturing 
plants  which  would  cost  two  or  three 
times  their  present  market  value  to 
reproduce.  It  is  hardly  necessary  to 
list  representative  "big"  stocks  that 
have  assets  of  this  type,  so  I  am  men- 
tioning some  less  obvious  ones. 

W.R.  Grace  (27,  earning  around 
$4  a  share  and  paying  $1.60)  is  a 
specialized  chemical  company,  with 
some  consumer,  food  and  packaging 
emphasis,  that  has  accumulated  at 
much  lower  than  current  costs  some 
300  million  tons  of  primary  and  sec- 
ondary phosphate  rock  deposits  in 
Florida,  280  million  tons  of  low-sul- 
phur coal,  55  million  barrels  of  oil 
and  oil  equivalent  reserves,  consider- 
able natural  gas  and  reserves  of  ver- 
miculite  ore.  The  current  book  value 
is  around  $28  a  share  and  con- 
siderably understated.  The  stock  has 
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Junior 
Growth 
Stocks 

"MOST  PEOPLE  I  KNOW  FEEL 
THE  COUNTRY  IS  GOING  TO 
HELL  IN  A  BROWN  PAPER  BAG, 
I  DONT  AGREE,"  an  investor 
friend  said. 

We  agree  with  our  friend.  We  think 
you,  too,  will  agree  when  you  study  the 
?07  companies  covered  regularly  in 
->P  GROWTH  STOCKS.  With  a  few 
e,.  ceptfons  these  207  companies  are 
expanding  their  earnings  in  the  face  of 
the  sharpest  business  decline  in  40  years. 
What's  more,  these  207  companies  have 
compounded  their  earnings  per  share  at  a 
45%  growth  rate  for  the  latest  four 
years  reported. 

JUNIOR  GROWTH  STOCKS  is  pub- 
lished twice  monthly.  Subscription  is  a 
modest  $35  per  year,  or  $15  for  three 
months.  If  you're  willing  to  look  further 
ahead,  as  experienced  investors  do,  our 
service  may  be  of  particular  interest. 
Subscription  is  tax  deductible  and  we 
stand  ready  to  make  a  pro  rata  refund. 

JUNIOR  GROWTH  STOCKS 

P.O.  Box  9911,  Chevy  Chase,  Md.  20015 

DOneYear$35        D Three  Months  $15 

□  Foreign  $60  (U.S.) 

Please  return  this  ad  with  your  check. 
Subscription  may  not  be  assigned  without 
subscriber's  consent. 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  V4  to  y2  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  82-page  Catalog! 

EMPIRE  DIAMOND  CoTpTDepTiT.ToThTT- 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

Name 

Address Zip 


I 


BEAT  THE 

DICE  TABLES 

Make  Dough  .  . .  Like  a  "PRO"  - 

in  all  Legalized  Casinos 

Double-Your-Money-Back-Guarantee! 

Place  only  5  bets.  All  numbers  are  in  your  favor 

including  7  ...  2,  3,  4,  5,  6,  7,  8,  9,  10,  11,  12 

You  win  every  roll!— Free  details 

M.  C.  CORBIN  CO.,  Dept.  F0-6 

_  P.O.  Box  869,  Radio  City  Station,  N.Y.  10019  _ 


sold  above  the  current- price  for  a 
period  each  year  during  recent  years. 

Another  company,  which  I  have 
mentioned  previously,  is  Areata  Na- 
tional Corp.  (10);  it  earned  $1.40  a 
share  last  year  and  pays  36  cents  in 
dividends.  This  is  the  second-largest 
printing  company,  and  it  owns  the 
world's  largest  stand  of  privately  con- 
trolled redwood  lumber.  The  red- 
wood forest  remaining,  following  a 
recent  large  sale  to  the  U.S.  Govern- 
ment, is  thought  to  be  worth  some- 
thing like  $200  million  and  is  car- 
ried on  the  books,  I  understand,  at 
less  than  $10  million.  Areata  is  the 
nation's  largest  printer  of  hardcover 
books  and  prints  major  magazines 
such  as  TV  Guide,  Readers  Digest, 
Time,  Newsweek  and  U.S.  News  ir 
World  Report. 

Southern  Natural  Resources  (51) 
earned  just  short  of  $6  a  share  last 
year  and  pays  $1.65  in  dividends. 
This  is  a  large  natural  gas  pipeline 
system,  and  the  company  has  diversi- 
fied oil  and  gas  production  and  paper- 
making  (through  its  forest  owner- 
ship) interests.  It  owns  about  91%  of 
the  capital  stock  of  Offshore  Co.  (23), 
or  6.2  million  shares  as  of  early 
March.  Southern  Natural  Resources 
has  10.1  million  shares  outstanding. 
Offshore  is  one  of  the  largest,  if  not 
the  largest,  offshore  drillers;  it  earned 
$3.06  a  share  last  year. 

Metals  And  Coal 

AMAX  Inc.  (47)  is  a  huge  mining 
complex,  something  like  Newmont 
Mining  but  not  as  scattered  in  its  in- 
terests. It  is  the  biggest  molybdenum 
producer;  is  important  in  aluminum, 
nickel  and  iron  ore  in  Australia;  has 
African  interests  through  part  owner- 
ship of  RST  International;  and,  in 
company  with  Anaconda,  is  develop- 
ing the  Twin  Buttes  copper  mine  in 
Arizona.  What  many  people  don't 
realize  is  that  AMAX  is  also  a  big 
coal  company  and  has  oil  exploration 
rights  covering  over  1  million  acres 
in  the  North  Sea.  Due  to  weakness  in 
the  metals  markets,  AMAX  probably 
will  earn  less  this  year  than  in  1974, 
when  profits  were  $5.82  a  share.  This 
is,  of  course,  another  asset  company. 

Global  Marine  (14)  has  been  a 
disappointing  stock  to  many  holders, 
but  in  the  second  half  of  the  year  it 
is  expected  to  come  into  its  own  as  a 
more  important  earner.  Profits  for  the 
full  year  should  be  substantially  bet- 
ter for  this  contract  driller,  with  $1.50 
a  share  or  more  possible.  Global  Ma- 
rine is  much  smaller  than  Offshore, 
but  its  Glomar  group  of  self-propelled 
drilling  ships  have  much  to  commend 
them  to  customers. 

Kirby  Industries  (30  on  the  ASE) 
is  an  offbeat  speculative  situation  that 


may  deserve  attention  as  a  company 
in  liquidation.  Those  who  have  stud- 
ied it  think  that  the  cash  and  securi- 
ties to  be  distributed  could  have  a 
value  of  $50  to  $55  a  share.  Most  of 
the  assets  are  oil  and  gas  related. 
There  are  some  oil  barges,  and  there 
is  a  steel  fabricating  unit.  The  timing 
of  the  distributions  is  difficult  to  de- 
termine. Some  patience  may  be  re- 
quired from  holders  of  the  stock. 
Duplex  Products  Inc.  (22),  men- 
*  tioned  in  the  May  1  issue,  reports 
profits  of  $1.20  a  share  for  the  April 
quarter,  as  against  $1.15  a  share  for 
the  same  period  of  1974.  First-half 
net  was  $2.76  a  share,  as  against 
$1.59  last  year.  Growth  this  year 
probably  will  be  slower  than  in  1974, 
when  sales  and  profits  increased  al- 
most sensationally.  .  .  .  The  improve- 
ment in  the  price  of  Mitchell  Energy 
(14)  apparently  is  due  to  decreased 
dilution  of  earnings  stemming  from 
the  land  operation.  Natural  gas 
exploration  results  are  excellent  for 
this  family-controlled  energy  com- 
pany. .  . .  The  $10-or-better  earnings- 
per-share  estimate  for  Pittston  (68) 
still  looks  conservative,  if  anything. 

High-Priced  But  Safer 

Other  things  being  equal,  the  best 
and  safest  values  usually  are  in 
stocks  priced  at  many  dollars  per 
share  rather  than  in  low-priced  issues. 
With  this  thought  in  mind,  I  do  not 
hesitate  to  recommend  Getty  Oil 
(170).  A  net  of  $15  a  share  this  year 
looks  possible.  Getty  has  a  manage- 
ment which  always  has  been  "afraid 
of  debt,"  and  its  present  capital  is  all 
but  about  7%  equity.  This  makes  it 
unique  in  the  oil  industry.  Barring  a 
change  in  top  management,  I  would 
expect  Getty  to  continue  to  grow  rap- 
idly, almost  entirely  from  self -generat- 
ed funds.  That  makes  it  qualify  as  an 
asset  stock. 

One  hesitates  to  write  too  much 
about  the  big  oil  stocks  because  of 
all  the  confusion  about  national  ener- 
gy policy— and  the  lack  of  it.  Certain- 
ly the  end  of  the  depletion  deduction 
for  tax  purposes  is  slowing  down  <  \ 
ploration  in  this  Country,  and  no 
progress  is  being  made  in  making 
America  independent  of  foreign  oil. 
In  the  long  run,  regardless  of  all  the 
prejudice  against  the  international 
oils,  what  is  happening  (ends  to  make 
their  huge  domestic  and  overseas  re 
serves  worth  more  and  more. 

Sometimes  I  have  fell  Like  a  stub 
horn  minority  of  one  in  advocating 
stocks  like  Standard  OH  of  California 
(28),  Gulf  Oil  (20),  Texaco  (25) 
and  Exxon  (83)  as  sale  and  sound 
investments,  but  I  never  have  lost 
faith.  We  must  have  the  oil.  and  these 
corporations  have  it.  ■ 


68 


FORBES,   JUNE    1,    1975 


rEDSON  GOULD'S 


NFW  MID-1975 

FORECAST 


Is  the  recent  250  point  rise  experienced  by  the  Dow  Jones  Industrial  Average  nearing  a 

peak  prior  to  a  major  reaction? 

How  much  higher,  if  at  all,  might  the  market  go?  Is  a  major  reaction  now  due?  Should  the 

investor  cut  back  his  risks  right  now  or  wait  for  a  further  rise? 

This  is  the  first  major  stock  market  report  prepared  by  Edson  Gould  since  his  1975 

FORECAST  and  the  third  since  "THE  LAST  100  POINTS?"  which,  although  issued  in 

October,  1972  (wh^en  the  Dow  Jones  Industrial  Average  was  at  940),  is  already  part  of 

stock  market  history.  (See  box  to  right.) 

The  Dow  closed  at  its  all-time  high  of  1051  three  months  later,  on  January  11,  1973. 

EDSON  GOULD'S  MID-1975  FORECAST  is  the  seventh  in  an  unhedged  series  written  over  the  past  twelve 

years,  the  first  entitled  "THE  NEXT  400  POINTS"  written  in  early  1963  (when  the  Dow  was  665)  which 

projected  a  Dow  Jones  Industrial  Average  of  1066  by  July,  1966  and  the  second  article  entitled  "THE  LAST 

200  POINTS?"  written  when  the  Dow  was  900  in  September,  1965.  (The  Dow  hit  its  all-time  high  —  to  that 

date  —  of  1001. 1 1  in  February,  1966.)  "THE  LAST  100  POINTS?"  written  exactly  2-M>  years  ago,  was,  until 

now,  one  of  the  most  recent  reports. 

Unhedged  answers  to  these  and  many  other  thought-provoking  questions  are  attempted  in  this  Special 

Report,  EDSON  GOULD'S  MID-1975  FORECAST,  which  carefully  discusses  the  market's  present  position 

and  near-  and  longer-term  outlook. 


SUMMARY 

EDSON  GOULD'S  1975  FORECAST 

In  late-November,  1974,  when  the  Dow 
Jones  Industrial  Average  was  at  the  600 
level,  our  regular  clients  received  - 

EDSON  GOULD'S  197S  FORECAST 
The  very  first  paragraph  of  his  1975 
FORECAST,  to  the  surprise  of  many, 
stated: 

The  year  coming  up,  1975,  will  in  our 
opinion  be  a  bull  year'  -  by  which  we 
mean  the  stock  market  will,  at 
year-end,  be  well  above  the  low  tor  the 
year  and  above  year-end  1974." 


u/so%L 


uncommon 
forecasts 


AN  UNPRECEDENTED  OFFER 

Prior  to  this  offer,  ideas  generated  by  EDSON  GOULD  and  our 
other  security  analysts  were  available  only  for  $500  annually  in 
FINDINGS  &  FORECASTS,  our  uncommonly  interesting  advi- 
sory service. 

TWO  ALTERNATIVES 

I.  This  Special  Report,  "Edson  Gould's  Mid-1975  Forecast", 
included  in  our  next  issue  of  Findings  &  Forecasts  for  $1 2  in 
total  tax  deductible.  You  also  receive,  as  a  bonus,  a  copy  of 
our  18  page  brochure,  "A  Vital  Anatomy",  which  explains 
Edson  Gould's  methodology  and  how  to  best  ffnderstand 
his  stock  market  forecasting  techniques  and  methods  and 
how  to  best  use  Findings  &  Forecasts. 

II.  This  Special  Report,  "Edson  Gould's  Mid-1975  Forecast",  is 
available  at  no  additional  charge,  together  with  Edson 
Gould's  four  Special  Major  Reports:  1)  Edson  Gould's  40 
page  "1975  FORECAST";  2)  Edson  Gould's  25  page  Special 
Report,  "A  MAJOR  BOTTOM", which  carefully, and  in  detail, 
analyzes  the  characteristics  surrounding  each  of  the  1 5  past 
bear  markets  since  1900,  especially  how  each  ended;  3) 
Edson  Gould's  Special  Report,  "THE  LAST  100  POINTS?" 
issued  2V2  months  before  the  Dow  made  its  all-time  high  in 
early-1973;  4)  A  copy  of  our  "MAJOR  SALE  BULLETIN" 
issued  oh  January  16,  1973  which  explains  why  we  then 
recommended  to  our  clients  that  they  immediately  sell  50% 
of  their  portfolios  and  raise  cash  equivalents;  and  5)  our 
"Vital  Anatomy"  brochure.  All  of  the  above  are  available 
with  a  three  month  trial  subscription  to  our  regular  FIND- 
INGS &  FORECASTS  advisory  service  for  $150,  or  with  a  one 
year  subscription  for  $500  both  fully  tax  deductible. 


DISCRETIONARY 
INVESTMENT  MANAGEMENT 

If  you  would  like  to  receive,  with  absolutely  no  obligation,  in- 
formation on  our  discretionary  investment  management  pro- 
gram for  accounts  of  $200,000  or  more,  please  check  the  bot- 
tom box  to  the  right. 


♦  The  stock  market  (as  measured  by  the  Dow)  declined  almost  500 
points  (46%)  in  1973-1974  to  its  recent  low.  Is  another  significant 
decline  forecast  for  late-1975? 

*  If  the  stock  market  hit  "bottom"  in  late-1974,  how  much  higher 
might  it  still  go  in  1975? 

#  What  is  the  one  major,  not  yet  widely  discussed,  unknown  that 
might  cause  a  further,  possibly  significant,  decline  in  stock  prices 
during  1975?  (Remember,  the  "energy  crisis"  was  the  "unknown"  at 
the  beginning  of  1973.) 

♦  When  should  investors  start  buying  common  stocks,  adding  new 
commitments  to  established  holdings,  or  "averaging  down"? 

♦  What  factors  might  change  EDSON  GOULD'S  1975  FORECAST  to 
extremely  bearish  or  extremely  bullish? 

#  What  is  the  outlook  for  gold  and  gold  stocks  for  the  remainder  of 
1975? 

*  Where  does  EDSON  GOULD  think  the  Dow  will  be  by  the  end  of 
1975? 

*  When  might  the  next  major  bull  market  begin,  how  high  might  it  go 
and  by  when? 

Needless  to  say,  past  performance  in  no  way,  implicitly  or  explicitly,  is 
intended  to  denote  that  our  future  results  will  parallel  the  past.  It  should  not 
be  assumed  that  all  or  any  recommendations  made  in  the  future  will  be 
profitable  or  will  equal  the  performance  of  any  past  recommendations. 


ANAMETRICS.  INC 

299  PARK  AVENUE.  NEW  YORK. NEW  YORK  10017  •  PLAZA  8  5500 
Please  send: 

□  The  Special  Report,  "EDSON  GOULD'S  MID-1975  FORECAST"  included  in  the  next 
issue  of  FINDINGS  &  FORECASTS,  and  the  18  page  Vital  Anatomy  Brochure. 
$12  PAYMENT  ENCLOSED.  TAX  DEDUCTIBLE. 

□  The  Special  Report,  "EDSON  GOULD'S  MID-1975  FORECAST'  included  in  the  next 
issue  of  FINDINGS  &  FORECASTS,  EDSON  GOULD'S  four  Special  Reports:  "THE 
1975  FORECAST".  "A  MAJOR  BOTTOM?".  "THE  LAST  100  POINTS?",  and 
"MAJOR  SALE  BULLETIN",  as  well  as  18  page  Vital  Anatomy  brochure,  all  as  a 
bonus  with  a  three  month  trial  subscription  to  FINDINGS  &  FORECASTS  at  $150. 
My  payment  is  enclosed.  TAX  DEDUCTIBLE. 

□  The  Special  Report,  "EDSON  GOULD'S  MID-1 975  FORECAST"  included  in  the  next 
issue  of  FINDINGS  &  FORECASTS,  EDSON  GOULD'S  four  Special  Reports. 
"THE  1975  FORECAST ',  "A  MAJOR  BOTTOM?",  "THE  LAST  100  POINTS''",  and 
"MAJOR  SALE  BULLETIN",  as  well  as  18  page  Vital  Anatomy  brochure,  all  as  a 
bonus  with  a  one  year  subscription  to  FINDINGS  &  FORECASTS  at  $500.  My 
payment  is  enclosed.  TAX  DEDUCTIBLE. 

O  Please  send  information  on  your  discretionary  investment  management  program  for 

accounts  of  $200,000  or  more. 
PI.KA.SK  print 

Name 


Address. 


City_ 

Kri-1 


State. 


Zip 


THIS  SUBSCRIPTION  MAY  NOT  BE   ASSIGNEO  WITHOUT  YOUR  CONSENT 


J 


Today,  you  can  get 
high  interest  rates 
a  tot  of  places.  It's 
Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of 
Disadvantage" 
a  free  booklet. 


RO  WE  PRICE 

NEW  INCOME 

FUND,  inc 

a  no-load  fund 

Write  or  call  collect  for  a 
prospectus  301-547-2136. 

Rowe  Price  New  Income  Fund.  Inc. 

One  Charles  Center 

Baltimore,  Maryland  21201  Dept.  A6 

]   Keogh  Available 
Name 


Address- 
City 


State- 


.Z.p- 


phelps 
dodge 

159th   CONSECUTIVE 
QUARTERLY  DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  550  per  share  on 
its  capital  stock  payable  June 
10,  1975  to  stockholders  of 
record  at  the  close  of  business 
on  May   16,   1975. 

ROGER  C.   SMITH, 
Vice  President-Finance 
and  Treasurer 

New  York,  N.  Y. 

May  7,  1975 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  Vz  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  ft  GAS  LEASES,  INC. 

Geologic*!  ft  Khrfcat  Evaluation  Services 

2995  L.B.J.  Frtewty 

P.O.  Box  29119,  Dept   FOR. 

Dallas,  Texas  75229  Ph.  (214)  243  4253 


Stock  Comments 


The  Bargain  Days 
Are  Over 

By  Heinz  H.  Biel 


Shortly  after  the  Dow  had  made 
its  bear  market  low  of  577,  I  wrote 
in  my  Dec.  15,  1974  column: 

"There  is  no  way  of  telling  with  any 
degree  of  certainty  whether  stock 
prices  have  seen  their  bear  market 
lows.  However,  after  what  we  have 
been  through  this  past  year,  one  can 
state  with  confidence  that  the  worst 
lies  behind.  GM  may  go  down  a  few 
more  points,  but  how  meaningful 
would  that  be  after  a  decline  from 
last  year's  high  of  84  to  a  recent  30? 
Investors  should  always  think  in  terms 
of  risk  vs.  reward.  Rarely  has  this  re- 
lationship been  more  favorable  than 
it  is  now.  Of  course,  there  is  still  a 
risk,  perhaps  a  considerable  risk.  But, 
when  thinking  in  terms  of  a  year  or 
two  rather  than  just  the  next  few 
months,  the  upside  potential  for  com- 
mon stocks  appears  to  be  so  much 
greater  that  the  taking  of  reasonable 
risks  is  warranted." 

Since  that  was  written  the  Dow 
has  advanced  nearly  50%,  far  more 
than  I  or  anyone  could  have  visualized 
at  the  time.  Yet,  while  50%  is  a  most 
impressive  figure,  many  individual 
stocks  have  doubled  and  tripled  in 
price.  I  am  not  just  referring  to  penny 
stocks,  but  to  blue  chips  like  Coca- 
Cola  or  Union  Carbide  (both  up  over 
100%)  or  Walt  Disney  (up  235%). 
Such  spectacular  gains  during  a  brief 
period  of  time  are  extremely  rare.  We 
are  not  likely  to  see  a  bonanza  like 
this  again  for  many  years  to  come. 

Back  in  December  the  DJI  was  sell- 
ing at  less  than  6  times  1974  earn- 
ings of  close  to  $100.  By  mid-May, 
with  the  Dow  above  850,  the  Dow's 
P/E  ratio  had  more  than  doubled  to 
about  12  times  my  current  1975  esti- 
mate of  around  $70.  Historically,  this 
is  not  a  disturbingly  high  ratio,  espe- 
cially if  one  expects  a  recovery  in  cor- 
porate profits  next  year.  It  is  very  ob- 
vious, however,  that  the  bargain  days 
are  over. 

All  the  investor's  fears  that  de- 
pressed the  market  so  deeply  last  fall 
were  warranted,  except  that  the  world 
has  not  come  to  an  end— at  least 
not  yet.  Unemployment  is  as  bad  as, 
if  not  worse  than,  had  been  predicted; 
the  slump  in  autos  and  housing  ex- 
Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


ceeds  the  gloomiest  forecasts;  we  still 
can't  decide  what  is  worse,  inflation 
or  recession;  New  York  City  is  on  the 
brink  of  bankruptcy,  with  the  Wash- 
ington Administration,  which  is  no 
slouch  when  it  comes  to  federal  def- 
icits, piously  telling  Mayor  Beame  to 
live  within  his  city's  income;  interna- 
tionally, everything  that  could  go 
wrong  did  go  wrong.  In  other  words, 
it's  a  fine  mess. 

What  investors  in  their  despondency 
failed  to  see  was  that  good  stocks  do 
have  an  intrinsic  value.  Corporations 
not  only  have  physical  assets,  which 
in  innumerable  instances  could  not  be 
replaced  at  anything  close  to  their 
present  depreciated  cost,  but  they  al- 
so have  an  earnings  power  that  will 
not  be  destroyed  unless  our  entire 
economic  system  goes  to  pieces.  That's 
what  people  were  afraid  of  in  1932 
and  again  in  1974.  Hopefully,  this 
will  not  happen,  but  if  it  does,  noth- 
ing really  matters  anymore.  Even 
bank  certificates  of  deposit  would 
give  only  scant  protection. 

What  Now? 

There  is  no  point  delving  further 
into  the  past  and  crying  over  missed 
opportunities.  What  do  we  do  now? 
It  is  my  opinion  that  stocks  still  rep- 
resent good  value,  even  after  the  great 
advance  in  recent  months,  but  the 
risk/ reward  ratio  is  no  longer  as  fa- 
vorable as  it  was.  If  visible  signs  of  an 
economic  recovery  don't  show  up  in 
the  near  future  or  if  an  unforeseeable 
calamity  should  occur,  the  market 
could  sell  off  quite  sharply. 

Where  a  fully  invested  position  has 
already  been  established,  I  would  not 
disturb  it.  New  purchases,  however, 
should  be  made  carefully  and  selec- 
tively. I  still  like  major  chemicals  such 
as  Dow,  Monsanto,  Union  Carbide 
and  Diamond  Shamrock.  Among  phar- 
maceuticals, G.D.  Scarlc  represents 
good  value,  even  though  the  FDA  has 
not  yet  approved  Aspartame,  Searle's 
noncaloric  sweetener.  I'd  give  the  nod 
to  IBM  and  General  Electric.  Where 
current  income  is  needed,  consider 
Exxon  or  Mobil  Oil  as  well  as  Ameri- 
can Tel  6-  Tel,  Nabisco  and  Reynolds 
Industries.  For  aggressive  investors,  I 
suggest  S.S.  Kresge,  Williams  Cos. 
and  Walt  Disney.  ■ 
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I  know  about  money, 

more  than  I  know  about  soybean  meal 
or  convertible  debentures. 


Futures  trading  on  the  IMM  is  different.  It  offers  the 
same  pace,  excitement  and  challenge  as  commodity  trad- 
ing only  you  trade  things  you've  been  familiar  with  most 
of  your  life:  currencies,  gold,  silver  coins  and  copper. 
Our  gold  futures  contract  is  the  most  active  in  the  world 
and  our  foreign  currency  contracts  are  virtually  the 
only  way  .private  individuals  can  participate  in  the 
foreign  exchange  market. 
So  the  International  Monetary  Market  is  attracting  a 


new  breed  of  financially  aggressive  people.  People  who 
are  willing  to  take  greater-than-average  risk  in  the  hope 
of  greater-than-average  gain.  People  who  don't  want  to 
wait  years  for  results.  Some  of  them  have  previously 
traded  commodities,  many  of  them  have  not. 

If  a  little  more  opportunity  for  your  money  appeals  to 
you,  you  owe  it  to  yourself  to  get  the  facts  about  IMM 
trading.  Your  broker  can  help — and  so  can  we.  Just 
send  us  the  coupon  for  our  free  information  kit. 


*»  NAT,. 


,  INTERNATIONAL  MONETARY  MARKET 


r*«Y     «* 


Name 


Ciiy 


OF  THE  CHICAGO  MERCANTILE  EXCHANGE 
444  West  Jackson  Blvd.,  Chicago,  Illinois  60606 

Gentlemen: 

Please  send  me  additional  information  and  bibliography  on 

your  various  futures  contracts. 

Address 


Dept.    3551 


Slate 


Zip 


The  world's  largest  public  monetary  market. 


TEXAS 


UTILITIES 
COMPANY 


COMMON  STOCK   DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  31  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
July  1,  1975  to  shareholders 
of  record  at  the  close  of 
business  June  3,  1975. 


Dallas,  Texas 
May  16,  1975 


R.  E.  FONVILLE 
Secretary 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


en  who 

must 


their 
busines 


money 


Forbes: 
capitalist  tool 


FREE   APPRAISAL  off 
SCOTCH   WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
l>ke  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (since  1954) 

Write  F.N.S.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 


Technician's  Perspective 

A  Bandwagon,  But  .  .  • 


The  ink  was  barely  dry  on  the ,  pre-  *. 
ceding  column  when  a  couple  of  yel- 
low lights  went  out  in  the  stock  mar- 
ket. Short-term  interest  rates  that 
had  been  crawling  upward  since  late 
winter  began  to  ease  again,  and  the 
long-term  bond  market  stopped  pan- 
icking. Partly  as  a  result,  no  doubt, 
still  more  buying-power  reserves 
seemed  to  flow  into  common  stocks 
along  a  broad  front.  This  helped  push 
the  daily  New  York  Stock  Exchange 
advance-decline  index  (of  majority 
stock  price  behavior)  to  new  1975 
highs,  which  "confirmed"  the  recov- 
ery highs  posted  earlier  by  the  DJI. 
Belated  as  it  was,  the  confirmation  ex- 
tinguished a  technical  signal  that 
traditionally  has  warned  of  potential 
intermediate-trend  reaction  risks. 

April's  capitulation  rally  turned  in- 
to May's  bandwagon  advance.  With 
investors,  institutional  and  private, 
still  seemingly  able  to  dispose  of  am- 
ple buying  power,  I  can  find  no  hard 
evidence  now  to  suggest  when  this 
bandwagon  might  grind  to  a  halt 
and  just  when  reaction  risks  exceed- 
ing minor-trend  dimensions  (usually 
about  5%  in  the  Dow)  might  again 
have  to  be  contemplated.  But  band- 
wagons do  have  a  way  of  bogging 
down  sooner  or  later,  and  the  fact 
that  two  significant  yellow  lights  went 
out  doesn't  necessarily  mean  the  green 
lights  are  on  all  around.  On  the  con- 
trary, there  is  circumstantial  evidence 
that  makes  me  want  to  keep  no  more 
than  one  leg  on  this  bandwagon. 

Take  the  bandwagon  effect  itself. 
This  has,  inevitably,  produced  a  de- 
terioration in  what  technical  analysts 
refer  to  as  "sentiment  measures."  Tech- 
nicians like  to  see  signs  of  widespread 
skepticism  in  a  rising  market,  because 
this  can  postpone  dissipation  of  buy- 
ing-power reserves.  Obviously,  the 
skeptics  came  under  heavy  fire  and 
their  ranks  were  badly  thinned  out. 
There  are  indications  of  more  aggres- 
sive buying  in  margin  accounts,  for 
example,  and  of  greater  short-fever- 
ing demand  accompanied  by  dimin- 
ished short  selling. 

In  a  broader  sense,  investors  seem 
to  be  paying  mere  lip  service  to  the 
risk  factors,  while  common  stocks  ap- 

Mr.  Schulz  is  a  senior  partner  in  the  NYSE  firm  of 
Brean  Murray  &  Co.  Inc. 


By  John  W.  Schulz 

patently  are  being  bought  on  expec- 
tations that  may  include  a  large  com- 
ponent of  hope.  It's  not  that  I  ques- 
tion prospects  of  a  business  recovery. 
But  I  wonder  whether  it's  not  too  soon 
to  be  confident  that  1976  per-share 
earnings  could  closely  approach  rec- 
ord 1974  levels  and  that  a  lot  of  stocks 
thus  are  still  "cheap." 

The  latter  assumption  I  suspect  is 
being  widely  and  perhaps  indiscrim- 
inately held.  It's  always  difficult  to 
forecast  earnings  reliably.  Moreover, 
the  market's  valuation  of  forecast 
earnings  is  itself  a  variable  dependent 
on  a  number  of  factors,  including  in- 
terest rates.  And  on  the  latter  score, 
I  still  think  that  short-term  money 
market  rates  will  be  trending  upward 
again  before  too  long. 

Bond  Yields  High 

In  any  case,  long-term  bond  yields 
could  continue  to  compete  strongly 
for  the  investor's  dollar.  Recently,  af- 
ter a  bond  market  rally,  the  average1 
yield  on  Standard  &  Poor's  AAA  cor- 
porate bond  index  was  equal  to  al- 
most 2.3  times  the  dividend  yield 
(about  3.75%)  on  S&P's  industrial 
stock  price  index,  compared  with  1.5 
times  at  the  stock  market's  low  last 
October.  This  widening  of  the  "yield 
spread"  was  due  almost  entirely  to  the 
rise  in  stock  prices  during  the  past 
eight  months.  Meanwhile,  with  divi- 
dend payouts  for  most  stocks  not  vciv 
likely  to  rise  during  the  months 
ahead,  further  stock  price  gains  would 
mean  still  lower  dividend  yields.  So, 
unless  long-term  bond  yields  were  to 
drop  significant!)  (which  1  consider 
doubtful),  a  continued  stock  market 
advance  could  be  expected  to  lose 
momentum     as     more     buying     power 

reserves  are  attracted  to  bonds. 

As  for  the  supply  side,  there  has 
been    a    noticeable    increase    in    new 

stock   issues,   which    would    probably* 
swell    as    prices    rose.    Further,    with 
mam  corporations  paying,  for  on< 
son  or  another,  Federal   income  taxes 
at  less  than  "standard"   rates,   it's   no 
longer  always  cheaper  to  borrow    rap 
ital    at    tax-deductible    interest    rates 
than  to  sell  additional  common  stock 
yielding  a  considerably  lower  rate  ol 
return    from    a     (nondeductible)     div  i 
dend  payout.   ■ 
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The  Money  Market 


A  Switch  In  Time 


By  F.  Harlan  Batrus 


The  electric  utility  industry  has  im- 
proved its  tarnished  image  in  the  se- 
curities markets.  On  TV  talk-shows 
panelists  have  recently  recommended 
several  electric  utility  stocks.  I  would 
like  to  give  equal  time  to  electric  util- 
ity first-mortgage  bond  investment.  At 
current  market  levels,  the  bonds  of 
electric  utility  companies  are  attrac- 
tive. They  are  attractive  compared 
with  bonds  of  similar  rating  in  other 
industries  and  also  with  similarly  rated 
utility  common  stock. 

The  utility  industry  is  soundly  struc- 
tured for  bond  investment.  Electric 
utilities  must  exist  in  some  form; 
there  is  no  danger  the  service  will  be 
terminated  entirely.  And  their  equip- 
ment is  pledged  to  first-mortgage 
bondholders.  The  only  question  in- 
volves profits:  The  rate  of  return  is 
subject  to  public  commissions  that 
show  little  sympathy  for  investors. 

However,  there  are  limits  to  how- 
much  the  public  regulatory  commis- 
sions can  squeeze  the  electric  compa- 
nies. Default  on  first-mortgage 
bonds  involves  bankruptcy  and  gives 
the  bondholder  the  right  to  foreclose 
on  the  equipment— a  right  stockhold- 
ers do  not  have.  Even  those  public 
utility  commissions  under  the  greatest 
political  pressure  to  keep  utility  rates 
low  will  therefore  grant  rate  increases 
sufficient  to  meet  debt  requirements. 

I  believe  the  risks  and  uncertainties 
of  future  return  in  the  utility  industry 
are  chiefly  risks  for  the  stockholders; 
bondholders  will  receive  complete  and 
timely  payments  of  all  obligations. 

My  point,  therefore,  is  this:  You 
can  sell  some  utility  common  stocks 
and  buy  the  first-mortgage  bonds  of 
the  same  company  and  increase  yield 
and  decrease  risk  all  at  the  same  time. 
Current  yields  on  electric  utility  stock 
range  from  6.5%  to  13.5%;  the  average 
is  about  9M%.  Electric  utility  bonds 
sell  at  yields  to  maturity  of  between 
8%  and  13%,  depending  upon  maturi- 
ty length  and  quality  rating. 

The  switch  makes  sense:  similar 
yields,  a  vastly  dissimilar  degree  of 
risk.  Unfamiliarity  with  bonds  may 
cause  you  to  reject  the  idea.  These 
are  some  guidelines  to  help  you. 

Liquidity:  Buy  only  bonds  listed  on 

Mr.  Batrus,  a  guest  columnist,  is  a  vice  president  in 
the  corporate  bond  sales  department  of  Kuhn,  Loeb  &  Co. 
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the  New  York  or  American  stock  ex- 
changes if  there  is  any  chance  that 
you  or  your  estate  will  sell  the  bonds 
before  they  mature.  Small  lots  of  un- 
listed bonds  are  almost  impossible  to 
sell  without  major  concessions  in 
price.  To  further  insure  marketability, 
the  issue  size  of  the  bond  you  buy 
should  be  at  least  $50  million. 

Better  Quality,  Less  Risk 

Quality:  I  believe  that  few  utility- 
stocks  have  the  security  and  quality 
of  any  utility  first-mortgage  bond.  The 
stock  that  you  sell  may  not  have  a 
listed  bond  issue.  Don't  hesitate  to 
substitute  the  first-mortgage  bonds  of 
another  electric  utility,  even  if  the 
bonds  are  of  a  lower  rating  than  the 
stock  that  you  sell. 

Maturity:  Many  large  utilities  have 
recently  issued  five-  to  ten-year  notes 
with  coupons  over  10%.  These  issues 
from  utilities  with  many  problems, 
such  as  Detroit  Edison,  Philadelphia 
Electric,  Boston  Edison,  Duke  Power, 
Consumer  Power  and  Georgia  Power, 
offer  excellent  alternatives  to  some 
utility  equities.  Consolidated  Edison 
also  offers  many  attractive  bond  is- 
sues of  all  maturities  and  coupons. 

Because  we  again  have  a  positively 
sloped  yield  curve,  there  are  higher 
yields  available  in  longer  maturities. 
Long  bonds  are  subject  to  greater 
price  volatility  than  short  bonds  as 
interest  rates  change,  but  remember, 
stocks  have  no  maturity  at  all  and  are 
much  more  volatile. 

If  you  do  want  the  additional  yield 
of  long  bonds,  consider  lower  coupon 
bonds  selling  at  big  discounts  from 
their  $1,000  par  value.  As  the  bonds 
approach  maturity  or  as  interest  rates 
fall,  the  discount  will  automatically" 
narrow  and  the  gain  is  a  capital  gam. 
Also,  you  will  have  better  call  pro- 
tection with  long  terms  if  we  should 
have  a  substantial  fall  in  future  in- 
terests rates. 

As  to  the  most  stable  situationi 
among  electric  utility  bonds  listed  on 
the  New  York  or  American  stock  ex 
changes,  Alan  Schreibn,  a  knowl- 
edgeable bond  analyst  with  T,  Rowe 
Price,  feels  that  Southern  California 
Edison,  Public  Service  of  Indiana  and 
Wisconsin  Electric  are  securely  situat 
ed  within  their  double  A  ratings.   ■ 
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T^ME  Magazine  for  the  week  of  July  4th,  1776. 

The  issue  that  would  have  been  published  if 
TlME  had  been  there. 

As  a  birthday  present  to  America,  TlME  takes 
one  splendid  week  of  American  history,  and  pulls 
it  into  the  present  in  all  its  tumult  and  variety. 


It's  history  as  you've  never  seen  it  in  the  history 
books.  A  unique  combination  of  scholarly  re- 
search and  lively  imagination.  A  singular  event  for 
publishing — a  singular  event  for  TlME. 
TlME  Magazine  for  the  week  of  July  4th,  1776. 
Now  at  your  tobacconist  or  news  vendor. 
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The  Market  Outlook 


Turnaround 


By  Sidney  B.  Lurie 


In  my  opinion,  the  message  of  the 
first  five  months  of  1975  is  that  indus- 
try has  been  relatively  unscathed  by 
the  sharpest  of  the  post-World  War 
II  recessions.  A  great  many  compa- 
nies are  recording  a  far  better  "bot- 
tom line"  showing  than  they  did  at 
previous  downturns.  The  reason  seems 
to  be  that  there  has  been  no  end- 
price  erosion  of  any  real  significance. 
Apparently,  a  number  of  industries 
foresee  a  renewed  shortage  of  major 
products  in  the  remainder  of  this  de- 
cade as  physical  volume  improves. 
Selling  prices,  after  all,  determine  the 
rate  of  return  on  the  new  facilities  re- 
quired to  meet  coming  demand,  and 
construction  costs  are  still  rising.  My 
point  is  that  industry's  basic  operating 
efficiency  today  is  better  than  it  was 
during  past  recessions,  and  its  diver- 
sification has  provided  a  higher  base 
of  overall  earning  power. 

True,  first-quarter  earnings  reports 
will  make  relatively  more  satisfactory 
comparative  reading  than  those  of  the 
current  and  September  quarters.  The 
next  period  of  "easy"  comparisons  will 
be  late  in  the  year,  for  industry's  earn- 
ings power  didn't  figuratively  collapse 
until  the  fourth  quarter  of  last  year. 
But  the  more  important  consideration 
to  me  is  that  the  underlying  business 
trend  has  turned  upward. 

Further,  the  business  recovery 
could  prove  to  be  more  vigorous  than 
expected.  For  one  thing,  the  nation's 
money  supply  is  now  increasing  more 
rapidly  than  is  the  price  level;  this 
is  a  requisite  for  an  upturn,  just  as 
the  reverse  condition  was  a  depres- 
sant last  year.  Secondly,  there  are 
growing  indications  that  the  sharpest 
inventory-correction  period  in  20 
years  is  just  about  over,  for  final  de- 
mand soon  will  be  increasing.  Third- 
ly, with  their  financial  position 
strengthened  and  real  buying  power 
beginning  to  increase,  consumers  are 
once  again  in  a  position  to  take  on 
more  instalment  debt. 

The  Kaiser  Aluminum  first-quarter 
report  is  a  perfect  illustration  of 
my  point  about  industry's  New  Look 
as  per  share  profits  more  than  dou- 
bled in  the  face  of  a  40%-plus  decline 
in  aluminum  shipments.   One  reason 

Mr.    Lurie    is    a    partner    in    the    New    York    Stock 
Exchange  firm  of  Josephthal  &  Co. 


for  the  excellent  showing  stems  fronf 
the  fact  that  there  were  profit-limiting 
price  controls  a  year  ago.  But  more 
importantiy,  profits  figuratively  ex- 
ploded in  the  company's  agricultural 
chemicals,  refractories  and  industrial 
chemicals  divisions. 

While  coming  quarterly  compari- 
sons will  not  make  as  pleasant  read- 
ing because  the  profits  trend  zoomed 
a  year  ago,  there  is  a  possibility 
that  the  company's  primary  earnings 
could  be  in  the  area  of  $5  per  share 
for  all  of  1975  as  against  $5.29  last 
year.  The  probability  that  customer 
aluminum  inventory  liquidation  is  end- 
ing, with  strong  demand  indicated 
this  winter,  means  that  1976  profits 
could  be  surprisingly  high. 

Similarly,  Monsanto's  ability  to  fe- 
port  a  slightly  larger  first-quarter  profit 
than  a  year  ago  in  the  face  of  a  rough- 
ly 90-cent-per-share  pretax  loss  in  its 
textile  fibers  division  (which  earned 
65  cents  per  share  in  the  March  1974 
quarter)  reflects  a  major  change  in 
the  complexion  of  the  company's  busi- 
ness. More  specifically,  the  agricul- 
tural chemicals  division  earned  more 
in  the  first  quarter  of  1975  than  it  did 
in  all  of  1973.  And  Monsanto  is  build- 
ing its  third  plant,  to  make  plastic  bot- 
tles for  Coca-Cola.  This  business  could 
be  a  new  earnings  "plus"  in  a  couple 
of  years.  With  the  company's  tex- 
tile fiber  division  now  turning  up, 
and  with  inventory  liquidation  com- 
pleted in  the  plastics  division,  Mon- 
santo's 1975  earnings  could  be  within 
$1  per  share  of  the  $9.25-per-share 
record  reported  for  1974. 

Some  Speculations 

Western  Union  (around  15,  paying 
$1.40)  could  be  speculatively  inter- 
esting. The  company's  capital  expen- 
ditures probably  will  decline  in  1975 
and  1976,  with  internally  generated 
funds  increasing.  I  believe  that  the 
"quality"  of  reported  earnings  is  bet- 
ter than  in  past  years,  and  pension 
costs  have  plateaued.  Further,  there  is 
potential  long-term  earnings  leverage 
stemming  from  the  fact  that  Western 
Union  owns  and  operates  the  only 
domestic  communications  satellites. 
Meanwhile,  the  new  rates  now  in  ef- 
fect on  the  company's  Mailgram  ser- 
vice  (which  was  up  50%  in  the  first 


quarter)  and  on  its  share  of  interna- 
tional cablegram  service  will  add 
about  $12  million  to  gross  on  an  an- 
nual basis.  Assuming  a  general  busi- 
ness upturn,  this  year's  earnings  could 
comfortably  better  the  $2.30-per- 
share  operating  profit  of  1974. 

Each  time  I  check  the  uranium 
business,  it's  better  than  it  was.  The 
utility  industry  is  now  aware  that  it 
will  be  short  of  uranium  supplies  for 
the  nuclear  reactors  that  will  be  in  op- 
eration by  the  end  of  this  decade.  To 
illustrate,  United  Nuclear  some 
months  ago  sold  one  million  pounds 
of  uranium  for  delivery  in  1977  and 
1978  at  $15  a  pound,  and  the  pur- 
chaser put  the  money  on  deposit 
(whereas  cash  down  payments  used 
to  be  no  more  than  15%  or  less) . 

All  indications  are  that  United  Nu- 
clear's  long-term  earnings  trend  may 
be  sharply  upward.  The  company's 
order  backlog  with  the  Navy  for  re- 
actor cores  is  now  in  excess  of  $160 
million,  double  the  previous  peak, 
and  this  is  the  backbone  of  the  com- 
pany's current  earnings.  Fiscal  1975- 
76  earnings  could  be  well  above  the 
modest  profit  indicated  for  the  fiscal 
year  ended  in  March.  Even  if  the  tim- 
ing of  the  earnings  upswing  is  delayed, 
the  overall  strength  of  the  uranium 
market  suggests  that  the  stock  is  an 
interesting  speculation  at  around  12. 

I  believe  that  J. P.  Stevens  (around 
16,  paying  80  cents)  is  an  interesting 
speculation,  even  though  this  year's 
earnings  will  be  sharply  below  the 
record  $3.39-per-share  profit  reported 
in  fiscal  1974.  For  one  thing,  unlike 
previous  cycles,  the  textile  industry 
this  time  did  not  overexpand  during 
the  boom.  Secondly,  prices  now  are 
firming,  incoming  orders  have  been 
increasing  and  the  customer  inven- 
tory-reduction cycle  appears  to  have 
ended.  Thirdly,  with  the  apparel  in- 
dustry accounting  for  50%  of  the  com- 
pany's sales  and  the  home  furnishings 
industry  32%,  it  seems  to  me  that  J.P. 
Stevens  is  a  natural  beneficiary  of  the 
improving  consumer  buying  environ- 
ment in  prospect. 

I  suspect  that  corporate  earning 
power  can  increase  sharply  because  of  • 
the  efficiencies  brought  about  by  belt 
tightening  during  the  recession,  more 
readily  available  raw  materials  and 
the  increase  in  productivity.  Output 
per  man-hour,  which  has  been  de- 
clining for  years,  now  should  turn  up- 
ward and  contribute  to  improving 
profit  margins.  Thus,  viewed  from 
here,  aggregate  corporate  profits  nod 
year  may  increase  as  much  as  tin  \ 
decline  in  1975,  and  the  uptrend 
could  become  obvious  in  the  second 
half  of  this  year.  In  short,  I  believe 
that  a  new  bull  market  in  price-times- 
earnings  multiple!  has  started.  ■ 
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The  American  Bankers  Association, 

The  American  Marketing  Association, 

The  American  Society  of  Association  Executives, 

Hotpoint,GE,andGTE 

would  like  a  few  words  with  you  about 
Playboymeetings: 


Our  evening  was  one  of  those  extraordinary  events  that  only 
happen  a  few  times  in  a  lifetime. 

The  American  Bankers  Association 

I  want  to  thank  you  and  your  staff  for  making  this  conference  one  of  the 
finest  on  record. 

American  Marketing  Association 

Your  staff  performed  like  a  well-oiled  machine. 

American  Society  of  Association  Executives 

It  is  almost  impossible  that  every  facet  of  our  three-and-a-half-week  stay 
could  be  so  extraordinarily  fine  and  beyond  any  possible  reproach. 

Hotpoint 

I  know  our  customers  will  be  reminiscing  over  your  activities 
for  years  to  come. 

General  Electric 

The  GTE  Sylvania  party  earlier  this  month  was  a  roaring  success. 

GTE  Sylvania  Incorporated 


*  Here  at  Playboy  we've  got  an  impressive  meeting,  we"ll  be  glad  to  give  you  all  the 

sheaf  of  unsolicited  compliments  information  and  help  you  could  want, 

attesting  to  our  expertise  at  planning  and  Just  call  John  D.  Hughes,  our  Vice 

running  all  kinds  of  business  functions—  President/Sales,  at  (312)  751-8000.  Or 

from  staff  seminars  to  full-blown  write  him  at  Playboy  Hotels,  919  North 

conventions.  If  you  demand  this  kind  of  Michigan  Avenue.  Chicago.  Illinois 

professionalism  for  your  next  business  6061 1. 


120^21  Tht  PlAvbo>  towers  chicAQoilliNois 

yw    i^tf  ThE  plAybOYClLb  hOTEl  ATQREATQORQE-t 
5    ^f     S  ThE  plAVDOy  ClUD  HOTEl-lAkE  QENEVA,  wis. 


ThE  plAvboy  club  hoTElocho  rjosjamajca 

and  Plavbov  Clubs  in  15  U.S.  Cities.  Canada,  and  England. 


GROWTH 
IN  OIL 


MAPCO  doesn't  know  whether  to  blame  OPEC  or 
the  FEA  for  the  oil  crisis.  But  we  know  we  need 
more  oil.  MAPCO  increased  oil  production  186%  in 
1974.  Watch  MDA  for  continuing  growth. 


mapco 

m  inc. 


1437  S.  Boulder  Ave. 
Tulsa,  Oklahoma  74119 

SYMBOL  MDA 
NYSE*  MWSE»  PSE 


IN  1800.  YOU 
COULD  BE  IMPRISONED  FOR 


Locked  away,  all  your  life,  because 
you  couldn't  adjust  to  society. 

It  took  a  lot  to  change  people's 
minds  about  what  it  meant  to  be 
emotionally  disturbed. 

Most  of  all,  it  took  colleges  and 
college-trained  minds. 

People  who  could  look  beyond 


the  myths  of  "demon  possession" 
and  ahead  to  therapy,  analysis,  and 
medical  treatment. 

Thanks  to  colleges  and  univer- 
sities, many  people  who  would  have 
once  been  hidden  from  society  now 
are  helped  to  lead  rich,  fulfilling 
lives. 

But  we  still  have  other  myths  to 
overcome.  Myths  about  cancer,  and 
heart  disease,  race,  population, 
inequality,  energy,  poverty,  and 
ignorance.  And  more. 

The  minds  who  can  overcome 
them,  need  college  educations.  But 
colleges  desperately  need  our 
financial  support. 

Every  dollar  we  give  to  support 
higher  education,  is  a  dollar  given 
to  a  higher  quality  of  life  for 
everyone. 

GIVE  TO  THE  COLLEGE  OF  YOUR  CHOICE.  NOW. 


Council  For  Financial  Aid  To  Education 


At: 


RVI  A  Public  Service  ol  This  Magazine 
U»v.M  &  The  Advertising  Council 


Readers  Say 


(Continued  from  page  6) 
these  producers  meant  disaster,  espe- 
cially those  who  rely  on  individual  in- 
vestors for  their  exploration  funds. 
Congress  did  listen  to  their  story  and 
tried  to  protect  this  segment  of  the 
industry  from  possible  ruin. 

—Marvin  A.  Ki:i.t  i  b 

Executive  Vice  President, 

Rainbow  Resources,  Inc. 

Casper,  Wyo. 

Sir:  The  bill  does  not  say  that  any 

producer  who  produces  less  than 
2,000  barrels  per  day  is  eligible  for 
depletion,  but  that  if  a  taxpayer  is 
eligible,  he  may  do  so  only  on  2,000 
b/d  or  less.  Eligibility  is  determined 
by  the  taxpayer's  ownership  in  a  re- 
tail outlet  (or  the  real  estate  on 
which  such  an  outlet  is  located)  that 
sells  "oil  or  natural  gas  or  any  prod- 
uct derived"  therefrom,  or  in  a  re- 
finer) that  refines  more  than  50,000 
barrels  on  any  one  day  of  the  taxable 
year.  It  a  taxpayer  has  a  5%  or  greater 
ownership  in  a  company  so  engaged, 
lie  would  lose  percentage  depletion. 
Thus  a  taxpayer  with  10  b/d  of  pro- 
duction who  also  owns  a  service  sta- 
tion would  forfeit  depletion. 

—Mary  J.  Farmer 

Vice  President,  Marketing, 

Resource  Progran is  Inc. 

New  York,  N.Y. 

Sir:  Without  some  ol  the  deple- 
tion allowance,  safe  fixed-income  se- 
curities would  be  an  attractive  alter- 
native to  wildcat  drilling.  As  an  in- 
dependent geologist  trying  to  find  his 
first  battel  ol  production,  I  would 
have  little  market  lor  my  prospects  if 
this  money  flow  was  interrupted,  The 
oil  industry's  money  supply  for  drill- 
ing is  very  sensitive  to  tax  or  price  reg- 
ulation rumblings  from  Washington. 

— Paci.  Jurix 
New  Orleans,  La. 

Team  Concept 

Sue  The  contention  ol  your  cover 
stoiv    (Apr.    15)    on   military  spending' 
llt.it    "the    balance    is    swinging    awav 

from   the   tank   toward  the  relative!) 

cheap    antitank    weapon"    is    not    sup 
polled  by  the  experiences  ol   the    107.'? 

Middle  Bast  war.  What  the  w.n  did 
show  was  thai  for  armor  to  retain  its 

decisiveness,     it     must     he     employed 

with   adequate   mechanized    infantry, 
artillery,  air  defense  and  (lose  an  sup 
port    units   to   neutralize   the   greatci 

antitank  threat.   When   the   Israelis  de 

ployed  armored  units  without  these 
supporting  elements,  the  results  w  i 

Frequently     disastious.     Hut     Israel's 

tanks    perfoi  ined    (  on\  incinglj    w  I 
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deployed    with    this    combined    arms 
team  concept. 

— L.  Gordon  Hill  Jr. 

Major  General,  GS 

Chief  of  Public  Information, 

Dept.  of  the  Army 

Washington,  D.C. 

We've  Proved  It 

Sir:  In  Readers  Say  (May  1),  Col. 
Earl  W.  Haefner  says  that  he  can 
prove  that  not  driving  over  55  miles 
per  hour  can  save  gasoline.  We  agree. 
Enclosed  is  a  copy  of  our  report  on 
the  subject.  Additional  copies  may  be 
obtained  without  charge  from  the  Di- 
rector of  Public  Affairs,  Federal 
Highway  Administration,  Washing- 
ton, D.C.  20590. 

— L.L.  Liston 

Chief,  Vehicles,  Drivers 

and  Fuels  Branch, 

Federal  Highway  Admin., 

Dept.  of  Transportation 

Washington,  D.C. 

The  Harmon  Award 

Sir:  I  was  pleased  to  read  that 
Malcolm  Forbes'  ballooning  skills  had 
earned  the  coveted  Harmon  Award. 
Congratulations! 

—J.  Raymond  Bell 

Chairman, 

Foreign  Claims  Settlement  Comm. 

Washington,  D.C. 

Sir:  I  see  that  our  Government  has 

finally  recognized  MSF's  great  talent 

as   an   aeronaut.   It  is   indeed  a  high 

honor  and  one  that  he  richly  deserves. 

—Hubert  H.  Humphrey 

U.S.  Senate  (Dem.,  Minn.) 

Washington,  D.C. 


MSF,  Jr.  (right)  receives  Harmon  Tro- 
phy from  President  on  MSF's  behalf. 
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on  the 


-j-l  un  me 

I  nOUgntS  . .  •  Business  of  Life 


Vital  to  every  operation 
is  cooperation. 

Ill  \\K  TYGER 


Individual  commitment 

to  a  group  effort— that  is  what 

makes  a  team  work,  a  company  work, 

a  society  work,  a  civilization  work. 

VlXCE  LOMBARDI 


He  who  permits  himself  to  be 
insulted  deserves  the  insult. 
Pierre  Corneille 


Most  men  are  individuals 

no  longer  so  far  as 

their  business,  its  activities,  or 

its  moralities  are  concerned. 

They  are  not  units  but  fractions. 

Woodhow  Wilson 


What  is  bad  for  the  hive 
is  bad  for  the  bee. 
Marcus  Aurelius 


The  surest  method  against 
scandal  is  to  live  it  down 
in  well-doing. 
Hermann  Boerhaave 


To  rejoice  in  the  prosperity 
of  another  is  to  partake  of  it. 
William  Austin 


Few  things  are  impossible 
in  themselves:  application  to 
make  them  succeed  fails  us 
more  often  than  the  means. 
La  Rochefoucauld 


Work  is  the  price 

that  is  paid  for  reputation. 

Baltasar  Gracian 


Much  misconstruction  and  bitterness 
are  spared  to  him  who  thinks 
naturally  upon  what  he  owes 
to  others,  rather  than  on  what 
he  ought  to  expect  from  them. 
Elisabeth  Gltzot 


Few  things  are  impossible 
to  diligence  and  skill. 
Samuel  Johnson 


One  great  difference  between 

a  wise  man  and  a  fool  is, 

the  former  only  wishes  for  what 

he  may  possibly  obtain; 

the  latter  desires  impossibilities. 

Democritus 


Let  me  gain  by  you,  and  no  matter 
whether  you  love  me  or  not. 
Thomas  Fuller 


Large-scale  success  today  is 
spelled  "Teamwork."  The  successful 
teamworker  doesn't  wear  a  chip 
on  his  shoulder;  he  doesn't  look 
for  slights;  he  is  not  constantly 
on  the  alert  lest  his  "dignity" 
be  insulted.  He  puts  the  good  of 
the  house,  tJie  firm,  the  institution, 
the  company  first.  To  him  it  is 
the  big  machine,  and  the  business 
of  each  and  all  is  to  gear  it  up 
efficiently,  to  leave  nothing 
undone  to  bring  about  the  fullest 
and  best  results.  And  if  the 
whole  prospers,  he,  as  an  active, 
effective,  progressive  part  of  it, 
will  prosper  with  it. 
B.C.  Forbes 


If  you  would  have 

a  faithful  servant  and 

one  that  you  like,  serve  yourself. 

Benjamin  FRANKLIN 


You  give  but  little  when  you  give 
of  your  possessions.  It  is 
when  you  give  of  yourself 
that  you  truly  give. 
Kahlil  Gibran 


There  is  such  a  thing  as 
honest  pride  and  self-respect. 
Edwin  Chapin 


The  world  is  governed  by 
self-interest  only. 
Johann  Schiller 


In  all  things  preserve  integrity; 
and  the  consciousness  of  thine 
own  uprightness  will  alleviate 
the  toil  of  business. 
William  Paley 


The  strongest  man  is  the  one  who 
stands  most  alone. 
Henrik  Ibsen 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue. 
New  York,  NY.  10011.  N.Y.  State 
residents,  add  4%-8%  sales  tax. 


A 


Text 


Sent  in  by  Donald  G.  Orrick,  Worthington, 
Ohio.  What's  your  favorite  text?  The  Forbes 
scrapbook  of  Thoughts  on  the  Business  of 
F.ilc   is  presented   to  senders  of  text 


But  whoso  lialh  this  world's  good,  and 
seeth  his  brother  have  need,  and 
shutteth  up  his  bowels  of  compulsion 
from  him,  how  dwelleth  the  lore  of 
God  in  him? 
I  John  3: 17 


80 


FORBES,   JUNE    1,    1975 


IUNL  r>,  1'>7r>  /  ONb  DOLL 
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Federated 
Department  Stores' 
Hip  Merchandising 


Trent  is  more  than  a 
big  name  in  pipe  and  tubing: 
It's  a  fast-growing  part  of 
Colt  Industries. 


- 


TheTtent  TUbe  Division  of  Colt  Industries  is  the 
nation's  leading  producer  of  welded  stainless  steel  pipe  and 
tubing— products  that  have  demonstrated  advantages  in 
high-temperature,  cryogenic,  corrosive  and  nuclear  environ- 
ments. One  reason  forTVent  leadership  is  innovation.  In 
1974  sales   developing  a  proprietary  tube  production  process. 

In  applying  a  new  Crucible  titanium-stabilized  alloy 
steel  to  the  manufacture  of  tubing  for  use  in 
extraordinarily  corrosive  conditions.  In  respond- 
ing to  new  needs  in  chemical,  food,  beverage,  and     burlingame 
other  industries.  In  meeting  critical  product 
Z5SS&-  performance  requirements  in  petroleum  refining, 
liquefied  natural  gas  transportation,  and  electric  power  LIBRARY 

generation.  Teamed  with  the  specialty  steels  and  industrial 
products  listed  below,  TVent  pipe  and  tubing  helped  us 
achieve  record  1974  sales  of  more  than  $1  billion.  For  a 
copy  of  our  1974  annual  report,  write  Colt  Industries  Inc, 
Dept  F2,  430  Park  Ave.,  New  York,  N.Y.  10022. 

Crucible  specialty  steels  •  Trent  welded  stainless  steel  pipe  and  tubing 

Fairbanks  Morse  diesel  engines  and  pumps  •  Fairbanks  scales 

Pratt  &  Whitney  and  Elox  production  equipment  •  Quincy  compressors 

Central  Moloney  transformers  •  Chandler  Evans  fuel  controls  Pf||f  IllflllCtPiOC 

Holley  carburetors  •  Colt  firearms  and  sporting  equipment         UUIl  I  lUUull  luu 
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Lengths  of  welded  stainless 
steel  pipe  are  fed  through  an 
annealing  furnace  at  the  Trent 
"Vibe  Division  plant  in  Carroll- 
ion,  Georgia.  In  the  process, 
pipe  is  heated  to  nearly  2,000 
degrees  F.  and  quenched  to 
assure  its  corrosion- resistant 
properties. 
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\bu  haven't  outgrown  your  big  computer. 

It  just  needs  a  little  help. 


There's  no  reason  for  you  to  go  through 
the  trauma  of  pulling  out  your  big  computer  and 
putting  in  an  even  bigger  one.  You  can  get  your 
big  computer  a  little  assistant.  A  small  computer 
from  Data  General. 

Haggar  Slacks  brought  in  a  Data  General 
computer  to  help  out  their  big  computer  for  a  lot 
less  than  it  would  have  cost  to  upgrade.  Our 
computer  took  over  a  job  called  "Pattern  Layout 
Optimization!'  (The  computer  figures  out  how 
to  get  the  most  slacks  out  of  every  bolt  of  cloth.) 

The  Data  General  computer  did  the 
job  exactly  like  the  big  computer.  Just  as  fast. 
Just  as  efficiently.  But  at  a  cost  so  much  lower 
that  it  paid  for  itself  in  less  than  two  years. 

And  at  the  same  time,  our  computer 
took  a  heavy  load  off  the  big  computer.  So 
instead  of 'upgrading,  Haggar  could  keep  their 
big  computer  right  where  it  was. 

Lowe's  Companies  (a  group  of  130 
building  materials  stores )  put  our  computers  in 
their  stores  so  their  salesmen  could  get 
instantaneous  prices  and  stock  levels.  And  our 
computer  cost  a  third  less  than  the  IBM  370  it 
would  have  taken  to  do  the  job. 


One  of  the  largest  banks  in  the  Northeast 
put  a  Data  General  computer  in  their  trust 
department  to  give  their  portfolio  officers  access 
to  vital  investment  information  in  their  large  IBM 
computer.  And  our  computer  does  the  job  for  much 
less  than  the  communications  costs  incurred 
when  the  large  computer  did  it  alone. 

There  are  hundreds  of  other  ways  you 
can  profitably  use  Data  General  computers. 
Sixteen  of  them  are  described  in  our  brochure, 
"The  Sensible  Way  to  Use  Computers!' 

Write  for  a  copy. 

You  may  discover  that  instead  of 
upgrading  to  a  bigger  computer,  you'll  be  better 
off  buying  a  small  one. 
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DataGeneral 


Data  General,  Dept.H.  Route  9,  Southboro,  Mass.  01  772  (61  7)  485-9100.  Data  General  (Canada)  Ltd.,  Ontario, 
General  Europe,  1  5  Rue  Le  Sueur,  Pans  75116,  France.  Data  General  Australia,  Melbourne  (03)  82- 1  361  /Sydney  (02)  908- 1  366. 


$13,985  the  pair. 

There  are  a  lot  of  luxury  cars  around  these  days— mostly 
foreign  ones— that  are  selling  for  $15,000  and  $16,000  and  higher. 

And  a  surprising 
number  of  people  are 

less  than  $7,000. 
Look.  Were  not  kidding  ourselves.  We  know  that  the  cars 
we  Ye  pitting  Riviera  against  are  good  ones.  Excellent  ones,  actually. 
But  we  happen  to  know,  too,  that  a  Riviera  is  a  well-powered, 
beautifully  designed,  and  generously  appointed  automobile.  Take  a 
good  look  at  one.  At  its  power  plant.  At  its  instrument  panel.  At  its 
seating.  At  its  interior  appointments.  At  the  kind  of  equipment 
available  for  it. 

It's  a  heck  of  a  lot  of  automobile.  But  it  manages  to  be  that 
for  a  heck  of  a  lot  less  than  its  across-theocean  competition. 

Certainly  it's  good  enough  to  make  you  think  twice  about 
spending  twice  as  much. 
A  Dedicated  to  thefreeSpirit  in  just  about  everyone. 


Manufacturer  5  suggested  retail  price  for  two  Buick  Rivieras,  two  landau 
tops,  till  road  wheels,  fmir  sport  mirrors,  ten  radial  whitewalls;  two  sets  of 
Nik-  body  accent  stripes,  and  dealer  new  vehicle  preparation  charges  Other 
optional  equipment  state  and  local  taxes,  and  destination  ( barges  .ire  additional 
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How  To  Tell  Ulacy's  From  Gimbel's 

Only  months  ago,  Editor  James  W.  Michaels  left  a  Forbes  story  meeting 
shaking  his  head:  "That  was  the  gloomiest  story  meeting  I've  ever  attended 
in  over  20  years  at  Forbes." 

His  point  back  then  was  that  it  is  Forbes'  job  to  avoid  getting  swept 
away  by  the  prevailing  pessimism— just  as  we  tried  to  remain  immune  to  the 
silly  euphoria  that  was  so  prevalent  in  previous  years.  So  when  Staff  Writer 
Paul  Gibson  proposed  an  upbeat  article  on  Federated  Department  Stores, 
his  suggestion  was  quickly  accepted.  At  a  time  when  most  retail  chains 
are  reporting  poor  earnings,  Federated  is  forging  ahead,  both  in  sales  and 
in  profits.  What's  Federated's  secret?  The  answer  begins  on  page  24.  (In- 
cidentally, last  October,  before  most  people  realized  how  hard  the  retail 
business  was  going  to  be  hit  by  the  recession,  Forbes  published  a  major 
article  pointing  out  that  Sears,  Roebuck's  problems  were  more  than  skin- 
deep;  in  the  first  quarter  of  1975  Sears's  earnings  dropped  a  sickening  61%.) 

One  of  writing's  melancholy  discoveries  is  that  however  a  story  is  told, 
there  are  other— perhaps  equally  good— ways  to  tell  it.  On  page  62,  Jean 
Briggs  of  Forbes'  Los  Angeles  bureau  tells  a  story  in  terms  of  the  gamble 
of  big-time  potato-growing.  But  she  also  collected  a  bushel  of  material  on 
the  history  of  the  potato  so  good  we  couldn't  bear  to  throw  it  away: 

"The  Spanish  conquistadores  found  the  potato  among  the  Indians  of 
Peru,  and  in  about  1550  took  it  home  to  Spain.  There,  in  the  public  mar- 
kets, the  peanut-sized  oddity  was  called  patata,  as  opposed  to  the  more 
popular  batata,  or  sweet  potato,  also  from  South  America.  From  Spain  the 
potato  journeyed  back  to  Florida  and  then  (carried— 
the  stories  differ— by  either  Sir  Francis  Drake  or  Sir 
Walter  Raleigh)  to  England  and  the  rest  of  Europe.  But 
for  a  century  or  so,  especially  in  France,  it  was  re- 
garded as  a  mere  ornament,  or  a  poison  (being,  like 
the  tomato,  of  the  nightshade  family),  or  a  sex  stimu- 
lant, or  even  a  cause  of  leprosy. 

"By  the  18th  century,  however,  the  potato  was  firm- 
ly ensconced  in  most  of  Europe,  especially  Germany 
and  Ireland.  A  monument  still  stands  in  Germany's  Nec- 
kar  Valley  dedicated  'to  God  and  Francis  Drake,  who 
brought  to  Europe,  for  the  everlasting  benefit  of  the 
poor,  the  potato.'  The  18th-century  War  of  the  Bavarian 
Succession  was  dubbed  the  Potato  War  because  it  hinged 
on  who  controlled  the  potatoes.  So  dependent  on  potatoes  did  Ireland  be- 
come that  the  potato  blight  of  the  mid- 1880s  caused  a  2.5-million  depopu- 
lation, through  death  and  emigration,  from  which  the  country  has  never 
recovered. 

"What  cramped  the  potato's  style  in  the  U.S.  in  recent  years  was  pri- 
marily its  reputation  as  a  high-calorie  food.  It  is  this  image  the  potato 
growers  are  trying  to  change,  most  recently  by  the  1973  formation  of  the  Na- 
tional Potato  Promotion  Board,  financed  by  1  cent  per  hundredweight  of 
potatoes  sold.  Its  professional  promotion  staff  tries  to  sell  the  public  on  the 
potato's  virtues:  high  potassium,  iron  and  vitamin  C  coi  tent  and  no  more 
calories  per  ounce  than  an  apple. 

"The  goals  are  worldwide.  Weight  and  perishability  bar  foreign  trade 
in  fresh  potatoes,  but  not  dehydrated  ones;  and  the  promoters  have  already 
managed  to  get  a  test  included  in  the  Food  for  Peace  program.  The  Jap- 
anese already  like  French  fries  (introduced  in  Japan  by  McDonald's).  Could 
mashed  be  next?  Beyond  Japan  lies  the  whole  rice-eating  Orient  as  a  market. 

"Packaging  has  been  important  in  potato  marketing  at  least  since  the  turn 
of  the  century,  when  George  Crumb,  an  American  Indian  chef  at  Saratoga 
Springs,  N.Y.,  invented  the  potato  chip  in  a  fit  of  temper.  A  fussy  diner 
kept  sending  his  fried  potatoes  back  to  the  kitchen  because  they  were  not 
thin  enough.  Angrily,  Crumb  sliced  some  potatoes  paper  thin,  fried  them  in 
boiling  oil  until  crisp,  and  sent  them  out.  First  known  as  'Saratoga  Crisps,' 
they  were  an  instant  success.  They  still  are:  The  average  American  last 
year  ate  16.6  pounds  of  potatoes  as  potato  chips."   ■ 
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There's  natural  gas  under  the  sea. 


America  never  needed  it  more. 


Right  now  there's  a  shortage 
of  natural  gas.  For  America,  that's 
serious  — industry  depends  on 
gas  for  half  its  energy.  Getting  more 
is  vital  to  our  country's  future. 

The  gas  is  there.  Studies  show 
proved  and  potential  gas  reserves 
should  last  well  into  the  21st 
century  at  current  rates  of  use. 
This  doesn't  even  include  all  the 
gas  that  can  be  made  from  coal. 

But  much  of  this  gas  lies  under 
the  ocean.  We're  drilling  in  the 
Pacific  and  the  Gulf— the  U.S. 
Geological  survey  shows  there  are 


large  potential  gas  reserves  under 
the  Atlantic,  too.  There's  also  gas 
under  the  Arctic  ice  and  locked 
in  the  rocks  of  the  Rockies. 

Getting  this  gas  will  take  time 
and  money.  It  also  involves  many 
factors  beyond  the  gas  industry's 
control.  We  want  you  to  know  the 
gas  industry  is  doing  everything 
in  its  power  to  get  more  gas  for 
America  — your  understanding 
and  cooperation  will  help. 

Use  gas  wisely  It's  clean  energy 
for  today  and  tomorrow.  A&A 


American  Gas 
Association 


A 


THIS  FINANCIAL  PACKAGE 
WAS  DESIGNED  FOR  A  US. 

COMPANY  NOW 

MANUFACTURING  IN  THE 

REPUBLIC  OF  IRELAND. 

REQUIREMENTS  $ 

Site  and  Buildings 2,400,000 

Machinery  and  Plant 7,600,000 

Working  Capital 2,500,000 

Total  Investment:     $12,500,000 

SOURCES  Note         $ 

IDA  non-repayable  grant 1 3,500,000 

Company  funds 3,500,000 

Borrowings,  including: 

Supplier  Credit 2 ) 

Leasing 3 5,500,000 

Preference  Shares  4 ) 

___  Total:     $12,500,000 

NOTES:    1 .  Non-repayable  grants  toward  cost  of  land,  buildings  and  machinery. 

2.  Supplier  financing  of  capital  equipment  at  preferred  rates. 

3.  Leasing  at  rates  varying  between  2% -5%. 

4.  A  non-voting  redeemable  preference  share  carrying  a  coupon  of  7%  issued  to 
Irish  financial  houses. 

This  company  also  has  complete  exemption  from  taxes  on  its  profits  from  exports 
until  1 990,  and  received  a  grant  which  covered  the  complete  cost  of  training  its  workers. 

If  you  would  like  the  Industrial  Development  Authority  of 
Ireland  to  submit  a  financial  package  designed  for  your 
company's  next  European    I  PN  A     I  ^^1 0  r\4*\     0 
expansion,  call  or  write:        I  Lr/A       Iwldl  I  CI  00 

New  York:  (212)  972-1003,  280  Park       INDUSTRIAL  DEVELOPMENT  AUTHORITY 
Avenue,  New  York,  NY  1 001 7.  Chicago:  (31 2)  644-7476, 1  East  Wacker  Drive,  Chicago, 
Illinois  60601 .  Los  Angeles:  (21 3)  624-1 024, 51 5  South  Flower  St,,  Los  Angeles,  CA  90071 . 

This  announcement  is  published  by  IDA-I reland .  280  Park  Avenue,  New  York,  New  York  10017  which  is  registered  under  the  Foreign  Agents  Registration 
Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland.  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration 
statement  is  available  for  public  inspection.  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 
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Because  of  the  catalytic  converter, 
6M  cars  use  less  gasoline. 


Primarily  because  of  the  catalytic  con- 
verter, gas  mileage  on  GM  cars  has  been 
increased  by  28%  on  a  sales-weighted  aver- 
age, according  to  EPA  figures. 

The  converter  gives  GM  car  owners 
the  best  of  both  worlds:  emissions  of  carbon 
monoxide  and  hydrocarbons  are  cut  by  about 
50%  from  the  already  lowered  levels  of  1974, 
and  it  is  possible  once  more  to  tune  engines 
for  economy,  drivability  and  performance. 

Catalytic  converters  do  add  to  the 
basic  cost  of  a  GM  car.  Part  of  that  money 
goes  for  insulation  that  keeps  the  outer  skin 
temperature  of  the  converter  in  normal  oper- 
ation about  the  same  as  that  of  an  ordinary 
muffler,  and  far  lower  than  the  temperature 
of  the  exhaust  manifold. 

But  when  you  think  of  the  cost,  think 
of  the  reduction  in  fuel  consumption  over  the 
life  of  that  average  GM  car;  and  don't  forget, 
the  use  of  unleaded  gas  lowers  maintenance 
costs  by  greatly  increasing  the  life  of  spark 
plugs,  engine  oil  and  exhaust  system 
components. 

After  more  than  a  billion  miles  on  the 
road,  the  GM  catalytic  converter  has  become 
a  world  standard  in  pollution  control  devices. 
GM  has  signed  contracts  to  build  converters 
for  auto-makers  in  Europe  and  Asia,  as  well 
as  other  U.S.  manufacturers. 

You  get  the  fuel-saving  advantages  of  a 
catalytic  converter  as  standard  equipment  on 
1975  cars  from  General  Motors,  a  world  leader 
in  automotive  pollution  control  technology. 

General  Motors 


Chevrolet,  Pontiac,  Oldsmobile,  Buick,  Cadillac,  GM(   [hick 


Catalytic  converter,  standard  equipment  on  1975  model  (i\I  cars. 


Readers  Say 


Pedestrian  Problem 

Sir:  The  suggestion  of  turning  the 
railroad  tracks  into  trails  for  walking, 
biking,  jogging,  horseback  riding, 
cross-country  skiing  and  backpacking 
sounds  good  except  for  the  horse.  I 
have  looked  at  the  south  end  of  a 
northbound  horse  too  many  times  on 
the  farm  to  include  the  horse  as  a 
good  contribution  to  a  walking,  bik- 
ing or  jogging  trail. 

— B.D.  Marable 
Knoxville,  Tenn. 

Presidential  Interview 

Dear  Malcolm:  I  thoroughly  en- 
joyed and  appreciated  the  interview 
with  you  and  your  son  Steve  [MSF 
Jr.].  Actually,  I  probably  gained  more 
from  it  than  you  did.  I  was  particu- 
larly interested  in  receiving  your  im- 
pressions of  the  attitudes  of  the  Mid- 
dle East  countries  which  you  visited 
so  recently.  Despite  your  suggestion 
that  I  might  "slow  down  a  bit,"  I 
hope  we  may  have  more  such  infor- 
mal visits  in  the  future.  Incidentally, 
I  am  looking  forward  to  your  next 
balloon  adventure!  Again,  my  thanks 
to  you  and  Steve  and  wannest  per- 
sonal regards. 

—Gerald  Ford 
The  White  House 
Washington,  D.C. 

Anti  Air  Bags 

Sir:  I  am  regularly  enlightened 
and  amused  by  Fact  &  Comment.  The 
shock  of  your  editorial  "Make  Air 
Bags  Mandatory"  (May  15)  is  severe. 
I  object  to  paying  some  hundreds  of 
dollars  for  a  gadget  I  do  not  want, 
just  to  protect  some  carefree  fellow 
who  will  not  fasten  his  seat  belt. 

—William  Wallace  Ford 
Amherst,  Mass. 

Sir:  The  only  mandator)'  air  bag 
should  be  the  one  surrounding  your 
Fact  (?)  &  Comment  page.  I'd  say 
that  in  about  two  issues  you  would 
have  accumulated  enough  hot  air 
to  make  your  transoceanic  balloon  trip 
successfully. 

—Edward  N.  Watson 
Coatesville,  Pa. 

Sir:  ...  it  is  none  of  your  damn 
business  if  I  wish  to  risk  my  neck 
in  a  car  accident  which  probably  will 
never  happen.  It  is  people  like  you 
and  Nader  who  have  caused  the 
price  of  cars  to  go  beyond  the  means 
of  the  average  person. 

— Xoah  S.  Neace 

Cahokia,  111. 

(Continued  on  page  82) 


WHICH 
COSTS  ME 
PUTTING 
YDU  IN  THE 

RED? 

WAREHOUSING?  INSURANCE? 

REAL  ESTATE?  TRANSPORTATION?  DISTRIBUTION? 

Helping  business  and  industry  solve  cost  prob- 
lems in  these  and  a  number  of  fields  has  been  a 
Canton  Specialty  since  1829. 
It  doesn't  matter  whether 
your  company  is  local,  re- 
gional, or  even  an  NYSE 
"giant",  we  have  specialized 
services  in  all  of  the  fields 
listed  above,  in  addition  to 
a  number  of  related  areas. 

Much  of  our  expertise  is 
based  on  experience.  For 
example,  because  we  oper- 
ate our  own  railroad,  we 
were  able  to  develop  a  Rail- 
road Insurance  Plan  now  covering  over  125  rail- 
roads throughout  the  nation. 

At  the  same  time,  we  are  constantly  exploring 
new  approaches  that  can  help  our  customers 
come  out  better  on  the  "bottom  line." 

The  time  to  find  out  if  Canton  can  help  your 
business  is  today.  Simply  fill  in  and  mail  the  cou- 
pon below,  or  if  you  prefer,  call  collect. 

jE,  CAM7DN  COM0JUW 

Canton  House,  P.O.  Box  447/Baltimore,  Maryland 
21203/Telephone:  (301)  837-7733 

Please  send  me  information  on: 

D  Warehousing  □  Insurance  □  Real  Estate 

□  Other 


Name 

Firm 

Address 
City 


Title 


State 


Zip 
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The  IBM 

Memory  Typewriter. 


lecause  it  remembers 
§vhat  you  type  and  can 
play  it  back  automati- 
cally, with  corrections, 
you  get  letter-perfect 
work.  Every  time.  With- 
out the  delay,  expense, 
or  drudgery  of  manual 
retyping  and  reproofing. 


INTER-OFFICE  MEMO 


David  May 
Marketing 


Building  G 


Date:  May  12,  1975 


From:  Research  Department 


Form  material  such  as 
this  can  be  stored  in  the 
Memory  Typewriter,  then 
played  back  whenever 
needed.  When  revisions 
are  required,  only  the  re- 
visions have  to  be  typed. 
The  entire  corrected  page 
is  then  typed  back  auto- 
matically, ready  for  sig- 
nature. 


ping  mistakes  no  long- 
have  to  be  messy  and 
le-consuming.  The 
•mory  Typewriter  lifts 
stakes  (a  character,  a 
>rd,  or  a  line)  right  off 
;e  page  with  the  press 
a  key.  Which  means 
err  first  drafts  can  be 
line  faster,  yet  come  out 
I  clean  and  easy  to  read 
this. 


Here  is  the  information  which  you  requested  on  May  9.   This 

information  is  in  the  public  domain  and  is  not  restricted. 

S  PER  CAPITA  CONSUMPTION  OF  FOOD  GRAINS  IN  POUNDS 

1969  -  1972 


Corn  Products: 

Cornmeal  and  other 
Corn  sirup  and  sugar 
Oat  food  products 
Barley  food  products 

Wheat: 

Flour 

Breakfast  cereals 
Rye,  Flour 
Rice,  Milled 


1969   1970   1971   1972 


15.8 


112 
2. 
1. 
8, 


15, 

20, 

3, 

1 


110 
2. 


15.8 

21.4 

3.2 

1.2 


15.8 

21.7 

3.2 

1.2 


110 
2. 
1. 
7. 


110 
2, 

1, 


7.0 


If  you  have  any  questions  or  require  additional  information, 
please  call  Mrs.  Dobson  on  3493. 


You  get  the  standard  10 
characters  per  inch  un- 
less you  flip  a  lever.  Then 
you  get  a  space-saving 
12  characters  per  inch.  If 
the  type  sty le  on  this  page 
doesn't  suit  you,  we  have 
over  20  others.  Any  one 
can  be  snapped  in  place 
in  a  matter  of  seconds. 


\ 


Joseph  Foran 
Research  Director 


The  Memory  Typewriter 
automatically  centers, 
alignscolumnsof  figures, 
indents,  even  underlines. 
Which  means  complex 
material  can  be  stored 
and  played  back  as 
needed.  Without  errors. 
Without  long  waits.  With- 
out frayed  tempers. 


If  you  would  like  to 
produce  work  like  this, 
with  ease  like  this,  call 
the  IBM  Office  Products 
Division  branch  near 
you.  We'll  be  happy  to 
demonstrate  the  Memory 
Typewriter  for  you,  at 
your  convenience. 


\,  \\\m\\\i\)mmm>mmmm>mmmw»,^>*m>*m^w,-Ma 


Judge  for  yourself 
how  much  you  need  it. 


IBM 

Word  Processing 


The  United  states. 


As  the  nation's  3rd  largest  telephone  system,  United  serves  more 
than  3  million  telephones  in  more  than  2,900  communities  in  the  21  states 
you  see  here. 

We  don't  serve  the  total  areas  of  these  states.  Most  of  our  communi- 
ties are  rural  or  suburban.  None  has  more  than  60,000  population.  But 
these  are  precisely  the  areas  in  which  lies  the  future  growth  of  the  country. 

We  may  not  be  every  place.  But  we  think  we're  in  a  lot  of  the 
right  places. 


United  Telecom  ■■■ 

United  Telecommunications,  Inc     III 
We  operate  the  United  Telephone  System,  America's  third  largest. 

United  Telecommunications,  Inc  .  PO  Box  11315.  Plaza  Station.  Kansas  City,  Missouri  64112 


Trends  &Tangents 

Foreign 


Gloom  At  The  Top 

It's  not  hard  to  understand  why  four 
out  of  five  British  executives  are  think- 
ing of  leaving  the  U.K.  British  bosses 
are  the  poorest  paid  in  Europe.  A 
McKinsey  &  Co.  study  says  their  earn- 
ings, adjusted  for  living  costs,  are 
about  49%  those  of  their  American 
counterparts.  The  Swedes  have  even 
lower  earnings,  but  they  also  have 
lower  taxes  in  the  top  brackets.  The 
British  executive  makes  about  12 
times  what  the  shop  floor  worker 
makes;  even  in  the  Soviet  Union,  the 
differential  is  thought  to  be  consid- 
erably higher.  (The  U.S.  figure  is  16 
times.)  Those  thinking  of  moving  are 
thinking  mostly  of  France,  as  well  as 
of  Canada.  French  executives,  at  57% 
of  the  U.S.  average,  are  the  best  paid 
in  Europe.  They  earn  about  29  t.mes 
the  pay  of  factory  workers. 

Business 

Flat  Out 

Drilling  for  Texas  tea  is  getting  to 
he  a  little  like  trying  to  draw  blood 
from  a  stone.  Annual  crude  oil  pro- 
duction in  Texas,  even  with  most 
fields  operating  at  100%  of  the  maxi- 
mum effective  recovery  rate,  has  been 
falling  off  since  yielding  an  all-time 
record  amount  in  1972.  Just  to  keep 
things  in  perspective,  the  Texas  Mid- 
Continent  Oil  &  Gas  Association  re- 
ports that  Texas  still  led  the  oil-pro- 
ducing states,  contributing  the  lion's' 
share,  39.4%,  of  total  1974  U.S.  crude 
production. 

A  Bust  For  Bicycles 

The  boom  in  bicycles  has  bust.  Cur- 
rent estimates  of  total  1975  shipments 
here  of  domestic  and  imported  bicy- 
cles arc  at  the  7.7-million  level,  oft 
from  14. 1  million  last  year  and  down 
by  50S  from  1973's  alltime  high  of 
15.3  million.  For  the  past  three  years 
the  industry  has  boasted  that  an  exer- 
cise- and  energy-conscious  U.S.  pub- 
lic has  bought  more  bicycles  than 
cars.  This  year  it  looks  as  though  even 
the  sputtering  auto  manufacturers  will 
be  doing  better  than  their  two- 
wheeler  competitors. 

The  Sludge  Solution 

Use  of  sewage  sludge  as  a  clean 
energy  source,  at  costs  approaching 
those  of  other  energy  sources,  is  a  dis- 
tinct possibility,  according  to  a  report 
done  for  San  Francisco's  Pacific  Cas  & 
Electric     Co.    Waste    conversion    facil- 


ities could  be  in  operation  b\  1979 
to  convert  solid  wastes  into  methanol, 
synthetic  natural  gas  (SNC),  or  fuel 
gas'.  A  plant  processing  1,700  tons 
of  garbage  and  sewage  sludge  daily 
could  produce  117,000  gallons  of 
methanol,  42  million  cubic  feet  of  fuel 
gas,  or  9.5  million  cubic  feet  of  SNG 
per  day  at  a  plant  cost  of  $35  million 
to  $45  million  in  today's  dollars. 
Shredded  waste,  free  of  recyclable  ma- 
terials, would  be  cooked  at  high  tem- 
peratures in  the  absence  of  oxygen  to 
release  the  gas.  The  SNG  output  from 
one  plant  could  serve  22,000  PG&E 
residential  customers  daily. 

New  Natural  Gum 

A  highly  viscous  and  elastic  natural 
gum,  made  by  a  fungus  growing  on 
corn  sugar,  has  been  discovered  by 
the  U.S.  Department  of  Agriculture's 
Research  Service.  The  powerful  gum 
is  capable  of  thickening  water  into  a 
clinging  mass  even  in  a  1%  solution. 
Although  the  gum  contains  a  black 
pigment,  it  may  have  potential  in- 
dustrial uses  in  salad  dressings  and 
paints,  as  it  keeps  mixtures  of  oil  and 
water  from  separating.  With  chemical 
modification,  the  gum  may  have  a 
future  in  pollution  control.  When 
positively  charged  it  causes  mining, 
paper  and  sewage  wastes  to  thicken 
and  settle  out  of  water.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address 

City 

State 

Z 

P 

F-4826 

For  Synalloy 

stockholders 

the  second 

3  months 

was  just 

another  UP 
quarter 


Net 
Sales.  . 

Net 
Earnings . 

Net 
Earnings 
Per  Share 


UP  21% 

UP. 135% 
UP.118% 


Synalloy  2nd  quarter  figures 
for  the  3  month  period  ended 
March  31,  1975  continue  to 
show  an  upward  trend.  Which 
is  not  surprising.  Synalloy 
Corporation  has  been  quietly 
earning  a  reputation  as  a  con- 
sistently successful  company 
in  the  South  East  for  many 
years  now. 

If  you  want  more  facts,  write 
for  copies  of  our  1st  and  2nd 
Quarterly  Reports  and  our 
1974  Annual  Report  to, 
Robert  S.  Davies,  Synalloy 
Corporation,  Dept.  F-54,  Box 
5627,  Spartanburg,  South 
Carolina  29301. 


SYNALLOY  CORPORATION 

CHEMICALS  '  DYES 
ALLOY  EQUIPMENT  •  DISTRIBUTION 
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OUR  ANALYSTS 

HAVE  SOME  INSIGHTS  TO 

SHARE  WITH  YOU. 


We  listen  to  the  bulls. 

We  listen  to  the  bears. 

Then  our  analysts  quietly  study 
the  facts  and  ponder  the  meaning 
of  it  all. 

Every  other  week  we  publish  their 
comments  in  a  newsletter  called  "The 
Analysts'  Commentary!' A  straight- 
forward title  for  some  straight  tal  k. 

Each  issue  includes  a  brief  over- 
view of  recent  market  or  economic 
developments,  along  with  concise 
reviews  of  specific  companies  that  our 
analysts  believe  are  particularly 


interesting  right  now. 

,  It's  the  ki  nd  of  i  nformation  we 
find  particularly  valuable  these  days. 
Because  today's  market  can  change  so 
quickly  that  new  investment 
opportunities  are  constantly  being 
uncovered. 

We  don't  claim  to  have  all  the 
answers.  Not  by  a  long  shot.  But  if 
you'd  like  to  look  over  our  analysts' 
shoulders,  we'll  be  happy  to  send  you 
an  upcoming  issue  without  charge. 

Then,  you  can  make  your  own 
analysis. 


Thomas  W  Witter,  ExecutiveVP,  Dean  Witter  &  Co. 
45  Montgomery  Street,  San  Francisco,  California  94106 

Please  send  me  free,  a  current  issue  of  "The  Analysts'  .Commentary! 

Name : 

Address 

City/State/Zip 

Telephone 


FS0615 


Dean  Witter  clients: 

Please  indicate  office  of  your  Account  Executive: 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


AS  THE  DOLLAR  GOES  AROUND   AND   DOWN  AND   DOWN 


it  makes  it  tougher  and  tougher  for  Americans  who  must 
work  abroad  to  afford  to,  and  increasingly  narrows  the 
number  of  those  who'd  like  to  visit  Europe  to  scratch  up 
enough  scratch  to  do  so. 

But  the  poor  old  scorned  dollar  is  quietly  scoring  off 
its  scorners. 

F'r  instance,  why  do  you  suppose  our  trade  balance  is 
favorable,  despite  our  Herculean  efforts  to  import  more 
and  more  OPEC  oil?  Because  them  foreigners  are  using 
their  glutful  of  cheap  dollars  to  buy  more  and  more  of 
the— wisely— widely  valued  American  products,  American 
technology,  American  managerial   ability. 

In  Switzerland,  for  example,  with  the  currency  ridicu- 
lously overvalued,  there's  increasing  recession.  What  the 


Swiss  make,  like  watches,  has  gone  up  in  price,  and 
their  other  big  earner,  tourism,  is  down  and  getting  more 
so.  Their  currency  has  soared  not  only  because  it's  solid 
and  stolid,  but  because  Hot  Money  lusts  for  the  un- 
traceable secrecy  embodied  in  the  Swiss  franc. 

Be  not  depressed  by  the  dollar's  depressed  state  in  Eu- 
rope. They're  more  depressed  about  it  than  we  are. 

Just  don't  go. 

As  our  exports  keep  rising,  as  Europeans  keep  discov- 
ering the  bargains  available  here  for  the  bucks  they  have 
there,  you'll  see  things  change  soon  enough.  Perhaps  even 
too  soon. 

That  the  dollar  will  rise  again  and  flex  muscles  sufficient 
to  terrify  even  the  biggest  bully  on  the  beach,  never  fear. 


THOSE  MANY  WHO  THINK  TEDDY  KENNEDY 


will  be  the  Democratic  Presidential  nominee  (I  am  one 
of  'em)  because  none  of  the  others  trying  to  be  are  en- 
gendering any  perceptible  enthusiasm  might  start  looking 


west  at  a  young,  new  face,  doing  pretty  fresh,  pretty  re- 
freshing things  as  governor  of  our  largest  state— Edmund 
G.  Brown  Jr.  of  California. 


CHIEF  JUSTICE  BURGER'S   RIGHT  ON  JUDGES'   SALARIES 


Though  we  find  Chief  Justice  Warren  Burger's  votes 
on  cases  before  the  Supreme  Court  often  dishearteningly 
antediluvian,  Forbes  here  has  warmly  supported  most  of 
his  proposals  for  judicial  reforms  needed  to  speed  up  court 
decisions  at  every  level. 

Recently  Justice  Burger  sought  the  support  of  the  na- 
tion's newspaper  editors  in  his  long  fight  to  raise  the  sal- 
aries of  federal  judges,  asking,  "How  long  and  how  well 
could  you  run  your  newspaper  if,  in  1975,  you  were  lim- 
ited to  replacing  your  best  reporters  and  best  editors  at 
1969  pay  scales?" 


If  we  are  to  keep  good  judges  and  make  the  bench 
affordable  for  the  ablest  prospective  appointees,  Congress 
should  act  promptly.  We've  been  fortunate  so  far  that  the 
prestige  of  the  federal  bench  and  the  appeal  to  fine  law- 
yers of  deciding  what  justice  is  have  helped  to  keep  the 
caliber  mostly  high.  But  we  cannot  expect  them,  faced 
with  frozen  salaries  and  soaring  inflation,  to  sacrifice  their 
families'  well-being  indefinitely. 

A  swift,  appreciable  increase  in  judicial  salaries  should 
help  make  it  possible  for  good  men  to  serve  or  continue 
to  serve. 
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IT'S   ANNUAL  DIPLOMANIA  TIME 


Ribboned,  sealed,  signed  diplomas  have  just  passed  from 
Old  Hands  to  eager  new  ones,  marking  every  conceivable 
educational  milestone. 

All.  but  there's  the  rub  ...  Do  diplomas  signify  any 
such  thing? 

You  may  recall  a  while  ago  when  a  court  forbade 
Milton  K.  Ozaki  from  mailing  out  "an  honorary  diploma 
in  Philosophy"  to  those  who  contributed  $100  to  an  im- 
pressively named  college  located  in  "P.O.  Drawer,"  Ever- 
green, Colo. 

That  inimitable  Chicago  Daily  News  columnist,  Mike 
Royko,  commented  on  the  matter: 

"Milton  is  something  of  an  operator,  but  it  is  hard  to  get 
mad  at  him,  especially  in  this  era  of  the  big-time  hustler.  .  .  . 

"Besides,  every  spring  the  nation's  accredited  colleges 
give  lofty  honorary  degrees  to  sticky-handed  politicians, 
TV  jokesters,  movie  stars,  corporate  dollar-grabbers  and 
various  windbags. 


"Their  sole  purpose  is  to 
feed  vanity.  That's  all  Milton 
was  doing.  At  least  his  recip- 
ients didn't  put  on  a  cap  and 
gown  and  bore  helpless  stu- 
dents with  a  speech.  He  just 
mailed  them  out.  For  that 
matter,  the  nation's  colleges 
hand  degrees  to  tens  of  thou- 
sands of  students.  Millions  of 
dollars  in  tuition  were  paid 
for  them.  These  legitimate 
degrees  mean  that  the  stu- 
dents have  learned  something. 

"Have  you  talked  to  many 
of  them? 

"Boy,  and  they  closed  Mil- 
ton down." 


An    exception—of    course 
—to    Royko's    comments. 


WHOEVER  THOUGHT  UP  THE  IDEA 


MSF,  receiving  Bachelor 
of  Fine  Arts  degree,  gives 
Commencement  Address, 
Franklin    Pierce    College. 


of  establishing  a  university  to  train  doctors  for  the  armed 
forces  ought  to  be  scrapped  along  with  the  construction 
plans  for  the  project.  Passed  by  Congress  late  last  year, 
buried  in  an  overall  military  construction  bill,  this  item 
would  cost  U.S.   taxpayers   $200,000  per  doctor. 

While  Forbes  has  not  yet  come  up  with  a  solution  for 
medical  malpractice  suits  and  malpractioners,  we  do  have 


a  suggestion  for  a  source  of  infinitely  less  costly  doctors 
for  the  armed  forces— that  private  Mexican  medical  school, 
with  Americans  making  up  perhaps  50%  of  each  graduat- 
ing class.  We  could  agree  to  recognize  the  Mexican  med- 
ical degrees  of  those  Americans  if  they  would  serve  in 
the  armed  forces  for  a  specified  period. 

And  these  doctors  wouldn't  cost  Uncle  Sam  a  nickel. 


HOW   MANY  CONSERVATIONISTS  DO   YOU   KNOW 

who  walk  or  ride  bicycles  or  take  public 

transportation  to  work  or  play? 

Preaching  continues  mostly  easier  than  practicing. 

VEGETABLE   GARDENS   BACK   IN 


One  wonderful  offshoot  of  inflation's  erosion  of  the  week- 
ly paycheck  has  been  a  remarkable  revival  of  backyard 
vegetable  gardens.  Suburbanites  are  off  calla  lilies  and  in- 
to cauliflower,  and  even  city  pueblo  inhabitants  are  buy- 
ing pots  and  kits  to  grow  their  own  sprouts. 

It  reminds  me  of  the  delight  my  father  took  in  every 
meal  that  featured  vegetables  from  our  own  garden.  We 
boys  found  them  considerably  less  so,  because  their  care 
was  one  of  several   jobs  that  earned  us  our  inconsiderable 


allowances.    His    inspection    of   our   efforts    every    Sunday 
made  the  day  almost  as  dismal  as  did  our  required  church 
attendance.  It  took  us  years  to  develop  a  fondness  foi  • 
(■tables   and   to   cease    in    the   dark   of   the   night    uprooting 
the  neighbors'  produce. 

Hul  aside  from  little  boys,  the  icsl  ol  us  can  take  JO) 
from  this  back-to-earth  revival  of  a  backbending  but  re- 
warding hobby.  There  simply  is  nothing  as  delicious  as 
vegetables  fresh  from s  soil.  Good  For  the  soul,  too. 


IF  IT'S   BIG  THINK,  BEGIN   AT  THE  END 

Over  the  years  I've  evoked  a  somewhat  heretical,  but  More  often  than  not,  by  beginning  at  the  end  and  c< in- 
real  time-  and  mind-saving  approach  to  books,  articles,  teinplating  the  conclusions,  one  can  determine  il  it's  worth 
editorials  that  deal  with  weighty  matters.  going  through  the  whole  to  gel  there 


IT'S   VERY   FLATTERING 

to  ask  for  a  man's  views  about  matters 
he's  little  qualified  to  discuss. 


IT'S   SO    MUCH    EASIER 

to  suggest  sol u I  ions  when  \  on  don't  know 

too  much  about  the  problem. 
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-MAI,(  OI.M  S.  FORBF.S. 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Some  Contrary  Opinion 

Rapid  or  no,  recovery  is  unlikely  to 
rekindle  double-digit  inflation  until 
the  slack  in  the  economy  has  been 
largely  taken  up.  And  heavy  Treasury 
borrowing  is  unlikely  to  disrupt  the 
credit  markets  as  long  as  it  is  pre- 
dominantly the  result  of  a  shortfall  of 
tax  receipts  from  a  weak  economy.  .  .  . 

The  economy's  potential  output  ex- 
pands steadily  because  of  additions  to 
the  potential  labor  force  and  to  the 
stock  of  capital  equipment  and  ad- 
vances in  technology.  .  .  . 

The  United  States  probably  faces 
a  prolonged  period  of  substantial  eco- 
nomic slack— and  such  periods  do 
not  foster  high  rates  of  inflation.  .  .  . 

Under  highly  favorable  conditions 
it  is  likely  to  take  three  years  to  re- 
store the  unemployment  rate  to  5%. 
Only  then  could  underlying  supply- 
and-demand  conditions  become  infla- 
tionary. .  .  .  With  producers  of  major 
materials  now  operating  at  a  record 
low  of  about  70%  of  capacity,  it  is 
hard  to  see  where  bottlenecks  will 
soon  reappear,  let  alone  that  there 
will  be  enough  of  them  to  promote  a 
return  to  excessive  inflation  rates.  .  .  . 

Government  borrowing  will  remain 
large  but  not  all-consuming.  Private 
credit  demands,  particularly  by  busi- 
ness, will  begin  to  climb  as  recov- 
ery starts,  but  not  at  a  rate  that  out- 
strips the  capacity  of  expanding  cred- 
it markets  to  provide  funds  for  both 


private     and     public     borrowing.  .  .  . 
All  in  all,  therefore,  there  is  unlike- 
ly to  be  a  rapid  return  to  the  infla- 
tion-ridden days  of  1973  and  1974. 

—Monthly  Economic  Letter, 
First  National  City  Bank. 

One  Form  of  Insurance 

The  manager  of  a  bank  branch, 
asked  about  Italy's  mountainous  for- 
eign debts,  said  with  a  smirk:  "That's 
our  insurance.  Let  the  creditors  wor- 
ry. They  just  can't  afford  to  let  Italy 
go  down." 

—New  York  Times. 

It's  Enough  To  Make  One 

Clench  His  Jaws 

Senator  William  Proxmire  said  to- 
day that  the  Government  had  spent 
almost  $500,000  to  find  out  that  when 
people  are  angry,  stop  smoking  or 
hear  loud  noises,  they  clench  their 
jaws.  Mr.  Proxmire  called  the  expen- 
ditures by  three  Federal  agencies  to 
a  Michigan  scientist  his  choice  for  "the 
biggest  waste  of  taxpayers'  money  for 
the  month  of  April." 

-UPI. 

African  Kiltese 

KAMPALA  (N.Y.T.)-At  a  garden 
party  celebrating  the  fourth  anniversa- 
ry of  Major  General  Idi  Amin's  seizure 
of  power  in  this  East  African  nation, 
a  Ugandan  major  wearing  a  kilt  of 
the  Royal  Stewart  tartan  and  a  cap 


resembling  that  of  the  Gordon  High- 
landers strolled  across  the  lawn  carry- 
ing a  bottle  of  beer.  A  visitor  asked 
him  the  name  of  General  Amin's  new 
kilted  regiment.  The  major  looked  at 
his  interrogator  suspiciously  for  a 
moment  and  then  said,  "the  Black 
Watch."  Laughing  uproariously  at  his 
own  joke,  he  wandered  away. 

—International  Herald  Tribune. 

Down  With  Degrees 

Young  people  must  have  more  guid- 
ance and  options  than  are  now  avail- 
able. They  should  be  free  of  the  pres- 
sure that  demands  a  diploma  from  a 
traditional  college  and  be  encouraged 
to  take  advantage  of  the  vocational 
schools,  special  institutes,  apprentice 
programs  and  other  kinds  of  training 
sponsored  by  business,  labor  unions 
and  armed  forces.  For  now,  the  great- 
est case  against  college  is  that  for 
millions  of  students,  it  is  the  only 
game  in  town.  —Time. 

Disposing  of  18-Y ear-Olds 

The  neatest  way  to  get  rid  of  a 
superfluous  18-year-old  is  to  amuse 
him  all  day  long  at  a  community  col- 
lege while  his  family  feeds  and  houses 
him.  This  is  not  only  cheaper  than  a 
residential  college  but  cheaper  than 
supporting  him  on  welfare,  a  make- 
work  job,  in  prison  or  in  the  armed 
forces. 

—Caroline  Bird, 
The  Case  Against  College. 


WHY  IS   THE  U.S.   POSTAL   SERVICE 

by  M.S.  Forbes  Jr. 


still  running  rivers  of  red  ink  de- 
spite the  enormous  rate  increases 
for  all  classes  of  mail? 

One  prime  reason  is  the  Post  Of- 
fice's overly  generous  settlements 
with  postal  unions.  The  Service  is 
now  negotiating  for  a  new  contract 
and  the  unions  are  pressing  hard 
for  another  juicy  settlement. 

^Before  being  spun  off  from  the 
Government,  postal  worker  salaries 
paralleled  those  of  other  federal 
workers.  Since  the  spin-off,  postal 
salaries  have  been  rising  50%  fast- 
er than  those  of  equivalent-grade 
government  employees.  If  postal 
wages  were  still  geared  to  their 
federal  counterparts,  the  Service 
would  have  saved  over  $1  billion 
this  year.  Last  year's  postal  deficit 
was  $800  million. 

New  Postmaster  General  B.F. 
Bailar  has  an  opportunity  in  these 


labor  negotiations  to  help  put  the 
Service  on  a  sounder  financial  foot- 
ing—or at  least  prevent  further  fi- 
nancial deterioration.  He  may  get 
a  postal  workers  strike  for  his  ef- 
forts, but  the  long-run  damage 
from  that  will  be  less  devastating 
than  a  "strike"  by  mail  users  be- 
cause of  soaring  postal  rates. 

FLEXIBLE  COMMITMENTS 

On  the  eve  of  Vietnam's  collapse 
when  Congress  had  once  again  re- 
jected his  call  for  more  military 
aid  to  Saigon,  an  angry  President 
Ford  declared  that  South  Vietnam 
was  losing  the  war  because  Russia 
and  China  stuck  to  their  commit- 
ments and  the  U.S.  had  not. 

Actually,  a  brief  look  at  history 
shows  that  the  Communists  have 
no  love  for  lost  causes.  During  and 
immediately  after  World  War  II, 


Stalin  cozied  up  to  Chiang  Kai- 
shek,  figuring  Chiang  was  militari- 
ly superior  to  Mao's  Communists. 
Only  when  the  Chinese  Reds  were 
clearly  gaining  the  upper  hand  did 
Stalin  give  Chiang  the  cold  shoul- 
der. In  1949  the  Russians  prompt- 
ly abandoned  the  Greek  Commu- 
nists when  the  Kremlin  concluded 
they  couldn't  win  the  Greek  Civ- 
il War. 

When  wooing  the  Arabs,  Russia 
shows  no  concern  over  the  suppres- 
sion of  local  Communist  parties. 

For  their  own  realpolitik  rea- 
sons, both  Russia  and  China  muted 
their  criticism  when  the  U.S.  mined 
North  Vietnam's  Haiphong  har- 
bor in  1972.  Russia  and  China  al- 
ways maintain  their  flexibility,  and 
that  doesn't  seem  to  have  hurt 
them  with  "neutral"  Third  World 
countries. 
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The  capital 

of  central  America 

is  in  Memphis. 


1 


There  are  two  ways  to  bank  in  the  18  states  of 
central  America.  Use  your  money  center  banks 
on  the  rim,  say  in  New  York,  Atlanta,  Chicago 
and  Dallas.  Hope  that  they'll  pay  attention  to 
conditions  in  central  America. 

Or  hire  just  one  bank.  In  Memphis,  the 
capital  capitol  of  central  America. 

You  never  gave  Memphis  a  thought?  First 
Tennessee  is  nearly  $2  billion  big  with  the  full 
range  of  corporate  services  and  loan  muscle. 
We're  in  a  competitive  position  to  handle 
regional  banking  for  corporate  giants  or  medium 
size  companies. 

We  have  the  hardware,  the  people  and  the 
programs  to  provide  everything 
another  bank  in  a  larger,  distant 
city  could.  Not  any  better,  but 
certainly  as  well.  And  we  have 
the  central  location.  Your  foreign 
bankers  may  know  all  about 
the  coffee  beans  of  Colom- 
bia. But  not  know  soybeans 
about  central  America. 

Call  a  native  banker. 
Call  James  A.  Kinney. 
901-523-4115. 


FIRST  TENNESSEE 
NATIONAL  CORPORATION 


The  banks  of  central  America 


I 


Forbes 

No  Visible  Means 
Of  Support 


Chicago  Milwaukee  Corp.,  the  nation's 
sixth-largest  railroad,  has  been  staying 
alive  by  quietly  selling  off  its  timber 
operations.  Why  doesn't  the  SEC 
make  CM  tell  its  shareholders  about  it? 
Ask  SEC  Chairman  Ray  Garrett. 


Vf  ^^^££f£ 


Bill  Quinn  has  a  deep  voice,  a  swell 
smile  and  a  handsome  family  of  ten. 
The  widely  proclaimed  railroad  in- 
dustry "statesman"  has  a  reputation 
for  probity  as  chairman  of  Chicago 
Milwaukee  Corp.  Quinn  was  an  FBI 
man  during  World  War  II.  He's  a  Boy 
Scout  leader  today.  His  chief  asset? 
"A  knack  for  putting  things  in  con- 
text," says  the  company  PR  man. 

Last  month  at  Chicago  Milwau- 
kee's Corp.'s  annual  meeting,  a  minor 
shareholder  asked  the  well-dressed 
"statesman"  in  effect:  Doesn't  the  com- 
pany have  some  cheap  land  on  its 
books  it  could  sell  for  a  tidy  profit? 
Quinn  stared  coolly  for  an  instant  and 
replied:  "Not  .  .  .  beyond  what  is  re- 
quired for  operating  purposes."  And 
that  was  that. 

But  Quinn's  answer  isn't  the  whole 
story— or  even  half  of  it.  After  con- 
siderable digging,  Forbes  Staff  Writer- 
David  Warsh  learned  that  CM's  land 
business  is  keeping  the  railroad  hold- 
ing company  from  going  broke. 

That's  news  to  the  stockholders— 
at  least  the  ones  who  depend  on 
what  Bill  Quinn  tells  them. 

For  the  past  two  years,  timber  and 
real  estate  dealings— a  2%  wafer  of 
company  volume— have  contributed 
76%  of  pretax  company  earnings, 
while  railroad  operations,  90%  of  vol- 
ume, have  chipped  in  19%  of  pretax 
profits.  These  dealings— including  the 
unpublicized  sale  of  over  a  third  of 
its  timber  holdings,  the  family  jewels 
—have  netted  $36.8  million  before 
taxes,  or  exactly  double  the  pretax 
earnings  of  the  entire  company  since 
1970.  Moreover,  there's  still  something 
like  $50  million  worth  of  timberland 
left  to  sell.  Meanwhile,  the  company's 
freight  trains  have  cleared  a  negligible 
$1.4  million  in  the  past  five  years,  and 
its  passenger  trains  have  lost  $21.4 
million. 

Did  Quinn  lie  to  that  shareholder's 
face?  No,  says  a  company  spokesman. 


Quinn  was  talking  about  the  railroad, 
which  by  itself  doesn't  have  much 
more  land  than  it  needs.  He  was  not 
talking  about  the  railroad's  wholly 
owned  Milwaukee  Land  Co.— the  com- 
pany's golden  goose.  For  some  rea- 
son, he  almost  never  discusses  that. 

For  25  years,  the  Land  Co.  has 
tossed  off  a  million  or  so  dollars  of 
profit  yearly,  mostly  from  the  sale  of 
stumpage  rights  on  roughly  200,000 
acres  of  splendid  Pacific  Northwest 
land.  From  its  fat  kitty  of  retained 
earnings,  the  Land  Co.'s  handsome 
dividends  boosted  railroad  earnings  in 
lean  years.  It  even  bought  an  addi- 
tional 40,000  acres  in  the  mid-Sixties. 

Yet  Quinn  hasn't  mentioned  that 
stream  of  pure  profit  to  his  sharehold- 
ers for  five  years;  the  last  big  hint 
they  got  outside  of  the  financial  tables 
(where  the  vital  income  figures 
have  been  scrupulously,  if  opaquely, 
recorded)  was  a  color  picture  of  a 
tree  farm  in  the  annual  report  of 
1968,  when  a  $2.3-million  dividend 
to  the  parent  company  ushered  in  the 
era  of  living  off  the  land.  Until  this 
year,  annual  reports  have  virtually 
ignored  Land  Co. 

Neither  has  Quinn  pointed  out  to 
the  Securities  &  Exchange  Commis- 
sion that,  in  addition  to  the  trees,  he 
has  sold  off  29%  of  the  land  itself  in 
the  past  three  years.  The  company 
simply  reports  owning  a  smaller  num- 
ber of  acres  each  spring,  with  no  com- 
parisons. (Hint?  This  year's  annual 
report  dropped  The  Milwaukee 
Road's  familiar  sobriquet  "America's 
Resourceful  Railroad.") 

Nor  has  Quinn  revealed  how  in 
1971  Land  Co.  ceased  paying  divi- 
dends to  its  parent  and  began  mak- 
ing loans  instead.  The  effect  of  the 
ploy  was  to  deprive  bondholders  of 
$12  million  in  contingent  interest  pay- 
ments. (True,  the  railroad  was  near 
insolvency  and  needed  the  cash.) 

Despite  repeated  phone  calls  from 


Investors  who  depended  on  lawyer 
Ray  Garrett  (now  SEC  chief)  and 
Chairman  Bill  Quinn  for  their  pic- 
ture of  Chicago  Milwaukee  Corp. 
missed  both  the  forest  and  the  trees. 


Forbes,  Quinn  has  refused  to  discuss 
any  and  all  of  these  questions. 

All  this  has  led  to  misinformation 
about  the  company.  Moody's  Trans- 
portation Manual  for  1974,  for  exam- 
ple, still  shows  Land  Co.  owning 
238,000  acres,  although  the  1973  fig- 
ure was  161,000  and  the  current  fig- 
ure is  down  to  152,000.  Until  this 
spring,  Standard  &  Poor's  and  Value 
Line,  too,  failed  to  note  Land  Co.'s 
significance,  and  neither  has  yet  re- 
ported the  land  sales. 

Sleepy  Watchdogs 

The  financial  press  hasn't  been  im- 
mune, either:  Many  publications,  in- 
cluding Forbes,  attributed  1973's 
higher  earnings  mainly  to  Soviet  grain 
shipments  and  heavy  lumber  traffic. 
In  fact,  Chicago  Milwaukee's  timber 
and  real  estate  deals  provided  about 
$2.60  of  that  $3.60-a-share  profit. 

Wait  a  minute.  Isn't  a  holding  com- 
pany like  Chicago  Milwaukee  Corp. 
regulated  by  the  zealous  SEC?  Why 
hasn't  the  SEC  demanded  what  it  al- 
ways has— more  disclosure  to  share- 
holders and  the  investing  public? 

That's  a  good  question.  In  fact,  the 
SEC  knows  all  about  Chicago  Mil- 
waukee—at least  the  SEC  chairman 
does.  Right  up  until  he  was  elevated 
from   being   a   Chicago   securities   at- 
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torney  to  head  man  at  the  commis- 
sion. Ray  Garrett  Jr.  just  about  wrote 
the  hook  for  the  company,  first  as  out- 
side counsel,  then  as  a  director. 

It  was  Garrett,  for  instance,  who 
diought  out  the  loophole  in  the  rail- 
road charter— a  charter  authored  25 
years  before  by  none  other  than  Gar- 
rett's father— that  enabled  the  rail- 
road to  curtail  its  interest  payments 
to  bondholders  while  Land  Co.  busi- 
ness was  booming. 

It  was  Garrett,  too,  who  wrote  the 
1971  prospectus  restructuring  the 
company  as  the  Chicago  Milwaukee 
Corp.  That  prospectus  barely  men- 
tions the  Land  Co.— and  says  nothing 
about  its  heavy  contribution  to  earnj 
ings  in  the  years  before  and  nothing 
of  the  dividends  or  the  land  sales. 

When  interviewed  by  Forbes,  Gar- 
rett said:  "I  don't  suppose  in  my  pres- 
ent position  I  ought  to  say  whether  I 
think  that's  right  or  wrong."  He  added 
that  Quinn  was  reluctant  to  even  men- 
tion the  Land  Co.  in  the  prospectus. 

Garrett  offered  this  defense  for  the 
1971  prospectus,  which,  according  to 
one  SEC  veteran,  "just  wasn't  right." 
Garrett  said:  "I  was  also  interested  in 
cooling  down  some  of  the  excitement 
about  people  threatening  to  take  over 
[the  railroad].  They  were  all  building 
their  theories  on  the  notion  that 
they  could  turn  the  Land  Co.  into 
some  great  fortune.  They  just  didn't 
understand  the  situation."  There  was 
another  fear:  If  creditors  learned  how 
bad  things  were,  they  would  panic 
and  drive  the  railroad  into  insolvency 
anyway.  But  wasn't  more  disclosure, 
rather  than  less,  the  proper  answer? 
Forbes  asked.  "You  may  be  right," 
said  Garrett. 

Land  Lovers 

Hundreds  of  questions  remain,  in- 
cluding: Just  how  close  to  bankruptcy 
is  the  Chicago  Milwaukee?  It  boils 
down  to  this:  What  does  Quinn  know 
about  Chicago  Milwaukee  Corp.  that 
the  prudent  investor  should  know 
but  isn't  being  told?  Here's  a  possible 
clue:  Quinn  and  his  president,  who 
together  own  only  1,675  shares  (a 
month's  worth  of  pay  between  them) 
in  the  holding  company,  have  gotten 
their  employment  contracts  and  pen- 
sions guaranteed  by  the  Land  Co.;  no 
other  Milwaukee  railroad  employee 
has  such  a  deal. 

Granted,  Quinn  may  well  have 
acted— and  Garrett  abetted  his  action 
—out  of  a  desire  to  save  the  railroad 
rather  than  to  save  his  skin.  But  dis- 
closure is  disclosure,  and  the  purpose 
of  the  law  is  not  to  save  companies 
from  bankruptcy  or  from  takeover, 
but  to  put  all  investors— insiders  and 
outsiders  alike— on  a  reasonably  equal 
footing.  ■ 
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Hello,  Flash  Gordon 

Watches  that  talk!  Computers  that  cook! 
Telephones  that  do  the  shopping!  Cars  that  drive 
themselves!  The  more  semiconductor  profits  drop, 
the  more  the  industry  dreams  of  tomorrow. 


Since  January,  despite  predictions  of 
20%  declines  in  semiconductor  sales 
this  year,  the  stocks  of  American  Mi- 
crosystems, Fairchild  Camera,  Intel 
Corp.,  National  Semiconductor  and 
Signetics  Corp.  have  all  increased 
over  140%.  Only  part  of  that  can  be 
traced  to  the  stock  market  rebound 
(see  table  below).  Why  the  rest? 

Remember  all  the  stuff  you  read 
back  in  the  Sixties  about  tomorrow's 
electric  marvels?  Such  supergadgets 
as  pocket-sized  televisions,  talking 
wristwatches,  computer- driven  auto- 
mobiles, kitchens  that  cook  by  them- 
selves? Well,  apparently  some  of  these 
products  of  tomorrow  are  nearly  here. 

"In  1976-77  there  will  be  an  ex- 
plosion ...  of  technology  and  prod- 
ucts," boasts  Wilfred  J.  Corrigan, 
president  and  chief  executive  officer 
of  Fairchild  Camera  &  Instrument 
Corp.  "These  are  going  to  be  very 
Flash  Gordon  type  products,  but  they 
are  going  to  be  a  reality." 

Has  Corrigan  been  reading  too 
many  comic  books?  If  so,  so  have 
plenty  of  others.  The  top  executives 
of  such  companies  as  Texas  Instru- 
ments, Motorola,  National  Semicon- 
ductor, Intel  and  RCA  all  agree  that 
the  semiconductor  industry  is  on  the 
threshold  of  a  major  revolution,  one 
that  will  help  the  industry  more  than 
double  its  U.S.  sales,  to  around  $4  bil- 
lion in  the  next  few  years. 

What's  causing  all  this  optimism  is 
the  development  of  the  microproces- 
sor (often  called  the  "computer  on  a 
chip"),  which  contains  thousands  of 


rrycroscopic  transistors,  diodes,  capac- 
itors and  the  like  all  hooked  together 
on  a  one-quarter-inch  integrated  cir- 
cuit. In  the  past,  integrated  circuits 
had  to  be  redesigned  for  each  use. 
making  them  too  expensive  for  many 
applications.  But  the  microprocessor 
can  be  programmed— like  a  computer 
—to  do  a  myriad  of  electronic  jobs.  It's 
the  stuff  dreams  are  made  of. 

Robert  W.  Sarnoff,  chairman  and 
chief  executive  officer  of  RCA  Corp., 
enthuses,  "I  believe  they  [micropro- 
cessors] will  become  the  most  univer- 
sal tool  of  modern  times."  In  just  the 
next  five  years  most  semiconductor  ex- 
ecutives expect  the  sales  volume  of 
the  microprocessor,  and  its  associated 
memory  circuits,  to  swell  from  the 
current  $100  million  to  $1  billion.  Put 
another  way,  the  semiconductor  mak- 
ers expect  microprocessor  sales  to  in- 
crease 55%  to  60%  every  year,  so  that 
by  1980  it  will  account  for  a  fourth  of 
the  industry's  U.S.  sales  volume. 

That's  a  tall  order,  even  for  the 
semiconductor  industry,  where  25%  to 
30%  annual  growth  rates  are  more  or 
less  normal.  Right  now  the  entire  in- 
dustry is  on  its  knees  praying  for  the 
microprocessor. 

This  year,  thanks  to  the  persistent 
recession,  sales  of  semiconductors  are 
expected  to  slip  21%,  to  $1.7  billion. 
Even  the  toughly  managed  No.  One 
U.S.  maker,  Texas  Instruments,  is  ex- 
pected to  report  25%  lower  profits 
this  year.  Most  industry  analysts  do 
not  expect  TI's  earnings  to  reach 
their   1974   record  of  $3.92   a  share 


What  Goes  Down  Must  Come  Up 

At  least  that's  what  the  stock  market  seems  to  be 
saying  about  the  semiconductor  industry. 


Sales 


Earnings 
Per  Share 


Sio<  k  Price 
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New  product  ideas  in  semiconductors  include  some  as  old  as  Dick  Tracy's 
talking  wristwatch  or  the  electronic  weapons  that  Flash  Gordon  (upper  left) 
once  trained  on  space  monsters.  But  such  items  as  miniaturized  TV  cameras  or 
home  video-recording  discs  (center  right)  will  probably  get  to  market  first. 


until  at  least  1976. 

Other  companies  are  in  worse 
shape.  At  least  one  small  company, 
Microsystems  International,  has  gone 
out  of  the  business  altogether.  An- 
other two— Advanced  Micro  Devices 
and  Signetics— lost  money  last  year. 

Another  walking  wounded  is  Mo- 
torola, the  No.  Two  company  in  the 
business.  Analysts  estimate  that  Mo- 
torola's semiconductor  business,  which 
contributes  around  30%  of  sales,  lost 
$20  million  (pretax)  during  the  past 
six  months.  Motorola  will  make  money 
in  semiconductors  this  year  only  if  it 
has  a  strong  second  half.  "I  think  ev- 
ery quarter  will  be  better  than  the 
last,  but  it  will  be  nothing  to  write 
home  about,"  laments  John  R.  Welty, 
a  17-year  Motorola  veteran  who  was 
named  head  of  the  semiconductor 
division,  two  months  ago  in  a  manage- 
ment shakeup. 

But  despite  the  current  gloom,  the 
stocks  are  booming.  Is  such  investor 
confidence  warranted?  That  all  de- 
pends on  whether  the  semiconductor 
companies  can  deliver  on  the  micro- 
processor's promise. 

Delivering  won't  be  easy.  Perhaps 
the  largest  single  market  for  the  mi- 
croprocessor could  be  the  automobile, 
where  an  "on-board  computer"  could 
soon  automatically  control  such  things 
as  choke  adjustments,  fuel  mixtures 
and  automatic  gear-shifting.  Speak- 
ing at  the  Indiana  University  School 
of  Business  a  few  months  ago,  RCA's 


Sarnoff  claimed:  "On  the  basis  of  pre- 
liminary tests,  it  is  estimated  they 
[microprocessors]  will  be  able  to  boost 
gasoline  mileage  up  to  40%  in  stan- 
dard-size and  large  cars."  The  state- 
ment electrified  investors,  and  trading 
in  RCA  stock  was  halted  temporarily. 
The  next  day  General  Motors  Presi- 
dent E.M.  Estes  issued  a  press  re- 
lease claiming  that  his  company's  ex- 
perimental work  has  not  yet  yielded 
such  a  fuel  improvement,  and  that  he 
doubted  such  a  system  could  be  de- 
veloped by  the  end  of  this  decade. 

The  Beginnings 

Despite  Estes'  cold  water,  semicon- 
ductor men  are  confident  they  can 
break  into  the  automotive  market 
sooner  rather  than  later.  Many  point 
out  that  some  1976  Chryslers  will  be 
equipped  with  electronically  con- 
trolled ignition  and  fuel  mixture  sys- 
tems. Chrysler  calls  this  a  lean-burn 
engine,  because  it  produces  less  pol- 
lutants than  other  engines.  Therefore, 
it  does  not  need  a  costly  catalytic  con- 
verter to  meet  federal  standards. 
Chrysler  uses  standard  integrated  cir- 
cuits, transistors,  capacitors  and  the 
like  in  its  "computer  under  the  hood," 
but  they  may  well  soon  be  replaced 
by  a  microprocessor. 

Motorola's  Welty  figures  that  sim- 
ply by  using  microprocessors  to  con- 
trol fuel,  ignition  and  brake  systems, 
autos  could  provide  from  $200  million 
to  $400  million  in  sales  by  1980. 


The  home  is  an  even  more  inviting 
market.  Frigidaire  already  makes  an 
electronic  stove  that  is  controlled  by  a 
microprocessor.  Sears  is  selling  a 
"space  age"  dryer  run  by  a  micropro- 
cessor. And  Singer  has  just  introduced 
an  $800  sewing  machine  in  which  350 
mechanical  parts  are  replaced  by  a 
single  one  and  one-quarter  inch  mi- 
croprocessor. While  these  products 
look  like  their  predecessors,  they  are 
less  prone  to  malfunction  and  could 
become  much  cheaper  to  produce  as 
volume  increases.  How  much  cheap- 
er? Look  at  the  hand-held  calculator. 
One  that  was  $150  in  1972  now  is,  in 
an  advanced  version,  under  $70. 

The  ultimate  goal  would  be  to  hook 
all  the  appliances  to  one  "kitchen 
computer"  that  could  be  prepro- 
grammed to  cook  an  entire  meal.  Then 
would  come  the  Computer  Cookbook, 
and  the  inevitable  boast— "my  com- 
puter is  a  better  cook  than  yours." 

There  are  also  broad  industrial  and 
business  applications  for  the  micro- 
processor. In  most  cases  it  is  being 
packaged  with  other  integrated  cir- 
cuits and  sold  as  microcomputers  in 
electronic  cash  registers,  telephone 
switching  systems,  traffic  control  sig- 
nals and  the  like.  Just  ahead  are  mi- 
crocomputer-run bowling  machines, 
ticket-issuing  machines  and  process 
control  networks. 

And  there  is  still  another  promising 
new  integrated  circuit,  the  CCD  (for 
charged-coupled  device).  In  simple 
terms  the  CCD,  developed  by  Bell 
Labs,  converts  light  rays  to  electronic 
impulses.  By  using  the  CCD  in  place 
of  the  vidicon  tube,  Fairchild  has 
been  able  to  make  an  inexpensive  TV 
camera  that  is  no  larger  than  a  pack 
of  cigarettes.  The  company  already 
markets  the  camera  as  part  of  closed- 
circuit  TV  security  systems  and  as  a 
system  for  monitoring  manufacturing 
product  lines.  The  company  also  talks 
about  selling  the  camera— along  with 
videotape  that  needs  no  processing  and 
a  video  playback  unit— as  a  home-en- 
tertainment system.  To  make  such 
a  product  widely  acceptable,  Fair- 
child's  Corrigan  believes  it  should  sell 
for  no  more  thaa  $600.  The  target 
date  has  not  been  announced. 

Fairchild's  home  system,  of  course, 
is  just  one  of  many.  Sony  plans  to  be- 
gin selling  its  $2,295  model  in  the 
fall.  RCA  is  also  planning  to  bring  out 
its  own  within  the  next  few  years.  So 
are  other  manufacturers.  At  stake  for 
the  semiconductor  industry  is  a  new 
market  worth  an  estimated  $1  billion. 

If  you  say  you've  heard  all  this  be- 
fore, you're  right.  The  industry  has 
been  talking  about  its  marvelous 
products  of  tomorrow  for  decades. 
But  now  tomorrow  seems  a  lot  closer 
than  ever  before.   ■ 
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Still  Skidding 

The  truck-leasing  industry  went  into  a  spin 
in  1974  and  it  will  take  some  time  before 
it  gets  back  on  the  road. 


If  1974  was  an  unmitigated  disaster 
for  many  in  the  $3.5-billion  truck- 
leasing  and  rental  business,  the  best 
you  can  say  for  1975  is  that  it  will 
be  a  mitigated  disaster. 

After  a  decade  of  runaway  growth, 
truck  leasing  got  its  comeuppance 
last  year.  There  had  been  previous 
mild  cyclical  slumps,  but  nothing  like 
1974.  Saunders  Leasing,  the  industry 
pioneer,  saw  its  earnings  cut  almost 
in  half.  That  was  a  gain  compared  to 
others.  The  industry  leader,  Miami- 
based  Ryder  System,  lost  $20  million 
on  over  $500  million  in  revenues. 
Ryder's  stock,  which  sold  in  the  high 
40s  a  few  years  ago,  is  now  around 
5.  Ryder  had  only  losses.  Luby  Leas- 
ing Systems  was  forced  to  go  into  a 
capital  reorganization  after  heavy 
losses  and  Nashville's  General  Trans- 
portation Services,  a  $100-million-rev- 
enue  truck-leasing  outfit,  went  into 
liquidation.  And  early  in  1974  Na- 
tional Car  Rental  liquidated  its  one- 
way truck-rental  business  after  suf- 
fering horrendous  losses. 

Truck  leasing  is,  essentially,  a  spe- 
cialized form  of  moneylending.  There 
are  two  kinds  of  operators:  those  who 
provide  only  finance  leases  and  those 
who  provide  full  maintenance  leas- 
ing, i.e.,  lessors  like  Ryder  or  Hertz 
or  Saunders,  who  provide  services  like 
complete    truck    maintenance.    While 


the  latter  also  make  a  profit  on  the 
maintenance  portion  of  the  contract, 
all  lean  heavily  on  the  spread  on  in- 
terest costs  that  they  pay  for  money 
and  what  they  charge  their  customers 
on  the  lease  or  rental. 

It  is  a  highly  leveraged  business. 
A  typical  company  will  borrow  $4 
for  every  $1  of  its  own  equity  capi- 
tal. Intoxicated  with  fast  growth,  many 
managements  threw  caution  to  the 
winds.  Sometimes  the  leverage  got  as 
high  as  7  to  1.  But  when  interest 
rates  rise  sharply,  leverage  can  be  a 
trap.  Many  leasing  contracts  are  writ- 
ten on  certain  interest  rate  expecta- 
tions, and  when  these  expectations 
no  longer  hold  true,  profits  vanish. 
Hence  the  collapse  of  earnings  last 
year  when  the  prime  went  as  high 
as  12%. 

So  1975  should  be  great.  After  all, 
short-term  rates  have  sharply  declined. 
Yet  earnings  still  are  doing  poorly. 
Ryder's  first-quarter  earnings  were  off 
some  60%,  Saunders  Leasing's  down 
around  35%.  The  problem  is  that  even 
as  interest  rates  dropped,  so  did  busi- 
ness. Truck  leases  are  frequently  writ- 
ten for  a  three-to-five-year  period, 
but  many  leasing  companies  also  put 
trucks  out  on  rentals  for  short  periods, 
90  to  120  days.  When  rental  busi- 
ness collapses,  the  companies  are 
stuck  with  idle  equipment,  which  can 


be  just  as  damaging  for  them  as 
costly  money.  Moreover,  the  economy 
was  so  weak  that  even  a  number  of 
long-term  leases  were  canceled.  While 
a  leasing  company  gets  a  sizable  pen- 
alty payment,  it  still  is  stuck  with  a 
truck  and  overhead,  and  the  truck  re- 
sale market  is  still  lousy.  Worse,  that's 
future  income  lost. 

The  point  is  that  these  companies 
require  a  combination  of  strong  busi- 
ness and  stable  money  rates.  When 
business  is  bad  or  money  is  dear,  or 
both,  the  leverage  is  dangerous.  At 
such  times  it  pays  to  be  conservative. 
One  lessor  who  is  still  smiling  is  Wil- 
liam J.  O'Neill,  who  has  built  Cleve- 
land's Leaseway  Transportation  Corp. 
up  to  $475-million  revenues  in  leasing 
and  specialized  transportation.  How 
so?  "We've  always  been  conservative," 
he  says.  "They  used  to  call  us  a  bank, 
because  we  have  lots  of  equity  capital. 
We  have  $90  million  in  equity,  very 
little  short-term  debt  and  we  own  our 
equipment  outright.  Many  of  our  com- 
petitors wish  they  were  like  a  bank 
now."  Last  year  was  a  fairly  good 
year  for  Leaseway,  with  earnings 
down  10%  to  12%.  For  the  first  quar- 
ter of  1975,  earnings  were  slightly 
ahead  of  last  year. 

Sticking  To  Its  Last 

Leaseway's  conservatism  protected 
it  in  yet  another  way.  It  was  one  of 
the  leasing  companies  that  avoided 
diversification  fever.  The  banks  were 
so  eager  to  lend  money  to  the  rental 
and  leasing  outfits  that  they  indirect- 
ly encouraged  them  to  diversify.  Leas- 
ing's growth  also  encouraged  large  fi- 
nance outfits  to  acquire  leasing  op- 
erations. For  example,  General  Trans- 


A  Missed  Calculation? 

Japan's  Casio  is  trying  to  do  in  calculators  what  Sony 
and  Matsushita  did  in  consumer  electronics. 
This  time,  the  strategy  may  not  work. 


Kazuo  Kashio,  president  of  Casio 
Inc.,  refuses  to  fly  all  the  way  from 
Tokyo  to  New  York  to  confer  with 
his  U.S.  executives.  He  says  the  jet 
lag  on  long  flights  gets  him  down,  so 
he  stops  in  Anchorage,  Alaska,  and 
his  men  fly  to  him.  But  these  days  jet 
lag  is  the  least  of  his  worries. 

Casio,  the  U.S.  arm  of  the  world's 
No.  Two  calculator  maker,  Casio 
Computer  Co.,  Ltd.,  is  charging  hard 
to  be  No.  One  in  the  U.S.  Following 
a  time-honored  Japanese  business  cus- 
tom, it  is  trying  to  undercut  the  pres- 
ent market  leader,  Texas  Instruments, 


with  a  flood  of  basic,  hand-held  cal- 
culators marked  as  low  as  $19.95.  But 
unfortunately,  Casio  started  its  big 
push  just  as  the  bottom  fell  out  of  the 
low-priced  calculator  market. 

The  change  in  the  market  is  dra- 
matic. A  private  survey  by  a  leading 
calculator  maker  predicts  that  the 
U.S.  consumer  market  will  grow  only 
13%  in  dollar  volume  this  year  while 
business  for  scientific  and  office  mod- 
els will  grow  65%.  By  1978  consumer 
sales,  where  Casio  is  strongest  and 
which  were  two-thirds  of  the  1974 
world  market,  are  expected  to  account 


for  only  one-third  of  the  total. 

Casio  is  a  giant  back  home.  Last 
year  it  turned  out  more  than  6  mil- 
lion calculators  and  cornered  57%  of 
the  Japanese  market. 

With  the  home  market  saturated, 
Casio  finally  started  looking  to  tin 
U.S.  But  it  is  entering  this  tough  mar- 
ket very  late.  Its  big  push  didn't 
come  until  last  October,  after  nearly 
four  years  of  low-key  selling  in  the 
U.S.  By  then,  TI  had  an  entrenched 
30%  of  the  market.  Nonetheless  Casio 
is  gearing  up  production  from  6  mil- 
lion to  8  million,  and  hoping  to  un- 
load the  increased  output  here. 

So  far,  the  Casio  invasion  is  a  mess 
Many  stores  are  throwing  in  the 
cheaply  priced  calculators  at  .i  loss  to 
help  boost  sales  of  higher-tirkct  t\p< 
writers  and  cameras.  "Wait  a  few 
weeks  and  we'll  have  the  price  you 
want,"  says  the  boss  of  one  large  I  S 
calculator  firm  wryly. 
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Truck  Leasing  is  troubled,  but  declining  interest  rates  bring  a  ray  of  hope. 


portation  Services,  a  subsidiary  of  in- 
surance holding  company  Interstate 
Corp.,  expanded  wildly  into  tractors, 
forklifts,  recreational  vehicles,  tires 
and  parts.  By  1974  it  had  so  lost  con- 
trol that  no  one  knew  what  equip- 
ment it  owned  or  where  it  was,  much 
less  how  to  manage  it.  In  November 
1974  GTS  finally  went  down  the  drain, 
leaving  its  parent  a  $44-million  loss. 
National  Car  Rental,  owned  by 
Household  Finance  Corp.,  took  a 
bath  when  it  tried  to  cut  in  on  U- 
Haul's  lucrative  business  of  renting 
trucks  in  one  location  for  dropping 
off  in  another— the  way  the  car-rental 
companies  do.  Ryder  also  broke  into 
that  business  several  years  ago  and 
finally  managed  to  get  into  the  black 
late  in  1973.  But  for  National,  it  was. 


a  disaster  all  the  way.  It  found  it 
could  not  keep  up  with  the  intricate 
bookkeeping  and  often  lost  track  of 
its  equipment.  The  result  was  a  bad- 
ly underutilized  fleet.  At  last,  in  early 
1974,  National  had  to  set  aside  $51 
million,  most  of  it  for  possible  losses 
in  quitting  the  business.  Then  Na- 
tional had  to  dump  its  13,000  trucks 
and  trailers  on  an  already  weak  used- 
truck  market. 

Ryder's  nontruck-leasing  ventures 
have  left  it  with  a  $20-million  loss 
and  a  mountain  of  debt.  Beginning 
in  the  late  Sixties,  founder  and  Chair- 
man James  Ryder  charged  into  truck 
stops,  driver-training  schools  and  one- 
way truck  rental;  he  even  bought  a 
small  domestic  refinery  during  the  oil 
embargo.  All  of  them,  with  the  sole 


exception  of  one-way  rental,  lost 
money  in  1974.  Now,  says  a  chas- 
tened Jim  Ryder,  "We  will  concen- 
trate on  our  basic  transportation-leas- 
ing and  rental  business." 

Ryder  also  had  a  large  position- 
some  30%  of  revenues— in  the  volatile 
short-term  rental  market.  That 
boosted  earnings  in  1972-73  and  early 
1974,  but  is  hurting  today.  As  one 
truck  lessor  puts  it,  "It's  like  playing 
the  spot  tanker  market:  When  it's  go- 
ing good,  you  make  a  fortune;  when  it 
turns  sour,  your  earnings  evaporate." 
Hertz,  by  contrast,  gets  much  less  of 
its  revenues  from  trucks,  and  it  only 
moved  heavily  into  the  growing  long- 
haul  market  in  the  last  few  years. 
Moreover,  Hertz  has  fewer  of  its 
trucks  out  on  short-term  rentals  than 
outfits  like  Ryder,  one  reason  why  its 
truck-leasing  operations  continue  to 
buck  the  downward  trend. 

The  survivors,  the  companies  with 
strong  capitalizations,  have  this  con- 
solation: The  truck-leasing  business 
is  almost  certain  to  resume  growing 
again.  The  capital  shortage  isn't  like- 
ly to  abate.  Those  leasing  compa- 
nies that  continue  to  have  the  finan- 
cial clout  to  purchase  fleets  of  costly 
long-haul  trucks  (running  to  $25,000 
apiece)  and  maintain  them  will  be 
providing  a  valuable  service  for  com- 
panies strapped  for  capital.  The  leas- 
ing company  can  also  pass  on  the  10% 
investment  credit  in  the  form  of  a 
long-term  lease  at  a  reduced  cost. 

But  it  will  be  late  1975  or  early 
1976  before  profits  really  spurt  again. 
And  even  when  they  do,  the  surviv- 
ing companies  will  have  to  play  a 
more  conservative  borrowing  and 
lending  game.  ■ 


Casio's  $19.95  "personal  mini"  cal- 
culator is  sold  by  prestigious  depart- 
ment stores  at  $15.99.  Several  com- 
petitors have  been  knocked  out  of  the 
great  calculator  war  and  Bowmar  In- 
strument has  filed  for  bankruptcy. 
And,  to  make  Casio's  path  rougher, 
TI  introduced  a  $24.95  model  in  April 
and  cut' the  price  this  month  to  match 
Casio's  $19.95. 

Casio,  meanwhile,  is  claiming  a 
victory.  It  says  it  now  has  12%  to  15% 
of  the  U.S.  market  and  says  that  in 
recent  weeks  its  ^hare  is  running  up 
to  25%  to  30%. 

But  the  victory,  if  you  can  call  it 
that,  carries  a  price.  The  U.S.  push  is 
murdering  the  home  company's  prof- 
it margins.  Last  year,  Casio  Japan's 
sales  rose  31%,  but  profits  increased 
only  5%.  This  year,  with  the  U.S.  arm 
planning  to  promote  two  new  models 
in  a  costly  TV  ad  campaign,  margins 
could  be  squeezed  even  more. 


Then  there  is  the  problem  of  dump- 
ing. Four  years  ago  all  Japanese  tele- 
vision set  manufacturers  were  jolted 
by  Treasury  Department  dumping 
charges  that  have  stuck  against  every- 
one but  Sony. 

Is  Casio  playing  that  game  now? 
The  company  denies  it.  And  Trea- 
sury says  that  no  one  is  ringing  the 
alarm  bell  in  the  calculator  market. 
Akira  Shimizu,  Casio's  U.S.  operating 
vice  president,  at  first  told  Forbes  that 
the  company  was  selling  a  personal 
mini  for  $22  in  Japan,  compared  with 
$19.95  for  a  model  here.  But  under 
questioning,  he  changed  his  answer. 
After  pulling  out  his  own  mini  and 
hitting  the  digits,  he  said:  "I  made 
a  miscalculation.  We  sell  a  personal 
mini  for  $19  in  Japan.  We  sell  noth- 
ing cheaper  here.  No,  no,  no." 

Casio  is  already  entering  the  second 
phase  of  its  strategy.  Having  grabbed 
off  a  mass  market  on  the  low  end,  it 


is  now  beginning  to  offer  more  costly 
scientific  hand-held  models.  Its  third 
such  model  was  recently  introduced 
at  $65,  compared  with  Hewlett- 
Packard's  lowest-priced  model  at  $125. 
In  time,  Casio  may  even  decide  to  ship 
over  a  line  of  its  minicomputers. 

But  will  the  mass-import  strategy 
work  for  Casio  in  calculators  the  way 
it  did  for  Sony  and  Panasonic  in  tele- 
vision sets?  The  key  is  consumer  loyal- 
ty. Sony,  for  instance,  was  able  to 
convince  consumers  that  its  color  port- 
ables were  the  best  you  could  buy. 
So  each  year  consumers  bought  the 
new,  more  expensive  models.  Up  went 
Sony's  market  share  and  its  margins. 

Can  Casio  pull  off  that  trick  with 
calculators?  Can  people  who  bought 
the  cheapest  calculator  around  to 
balance  their  checkbooks  be  induced 
later  to  buy  a  better  model?  It  seems 
doubtful.  And,  thus,  so  does  Casio's 
future  in  the  U.S.  calculator  market." 
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This  Peacock  Won't  Be 
Tomorrow's  Feather  Duster 

Hot  and  hip  Federated  Department  Stores 

knows  how  to  keep  consumers  spending,  even  in  a  recession. 


New  Yorks  big- 
gest party  hap- 
pens every  Satur- 
day afternoon  in, 
of  all  places,  the 
housewares  de- 
partment at  Bloomingdale's  depart- 
ment store  on  Manhattan's  East  Side. 
No  drinks.  Just  hordes  of  well-heeled, 
well-turned-out  young  people— called 
"Saturday's  generation"— sampling  the 
wares  and  rushing  the  cash  registers. 
Across  the  Hudson  in  the  Abraham 
&  Straus  branch  in  middle-class  Para- 
mus,  N.J.,  young  marrieds  and  teen- 
agers joyfully  scoop  up  $29.99  denim 
suits.  "It's  a  circus,"  beams  A&S 
Chairman  Sandford  Zimmerman.  "To 
me,  a  store  should  be  like  a  theater. 
It's  a  form  of  entertainment." 

A  continent  away  in  San  Diego, 
where  sales  at  the  newest  unit  of  Los 
Angeles-based  Bullock's  are  more  than 
30%  above  budget,  Bullock's  Chair- 
man   Howard   Goldfeder   echoes    the 


entertainment  metaphor:  "Look  how 
we  use  lights  to  dramatize  the  mer- 
chandise," he  says,  pointing  to  a  chic 
bedroom  set  bathed  by  spotlights  as  if 
on  a  stage. 

Entertainment  in  retailing?  In  a  re- 
cession? Ah,  but  this  is  $3.3-billion- 
sales  Federated  Department  Stores, 
the  nation's  largest  department  store 
group,  which  is  fast  turning  the  re- 
cession into  its  own  private  party. 
U.S.  sales  of  general  merchandise  last 
year  were  up  only  6.4%  over  1973, 
not  nearly  enough  to  offset  price  infla- 
tion. On  profits,  the  chains  took  a 
bad  beating:  Sears,  Roebuck  skidded 
25%,  S.S.  Kresge,  24%  and  J.C.  Pen- 
ney, 33%,  while  W.T.  Grant  was  near- 
ly wiped  out.  Even  the  strong  depart- 
ment store  groups  did  little  better:  As- 
sociated Dry  Goods  was  off  20%,  Cart- 
er Hawley  Hale,  29%,  May  Depart- 
ment Stores,  3%.  But  Federated's  net 
was  up  nearly  5%  to  $119  million,  or 
$2.69  a  share,  on  a  10.4%  sales  gain. 


And  the  trend  continues.  In  the 
fiscal  first  quarter,  which  for  most  re- 
tailers ends  around  May  1,  Federated 
lifted  profits  nearly  9%,  on  9.4%  higher 
sales,  while  Sears  and  Penney  were 
struggling  with  earnings  dips  of  61% 
and  87%,  respectively.  The  other  de- 
partment store  chains  were  mixed. 
"We've  been  pleasantly  surprised  at 
our  first-quarter  sales,"  says  Chairman 
Ralph  Lazarus,  leader  of  the  Colum- 
bus, Ohio  Lazarus  family— "the  La- 
zari"— the  nation's  first  family  of  re- 
tailing. "We'll  have  a  pretty  respect- 
able year." 

The  point  has  not  been  lost  on  in- 
vestors. Since  November  Federated's 
stock  has  nearly  doubled,  to  46.  That 
works  out  to  17  times  earnings, 
though  still  well  below  the  24-and-up 
multiples  of  the  struggling  chains. 

The  picture  is  not  without  its  satis- 
factions to  Lazarus  and  President 
Harold  Krensky,  ex-newspaperman 
turned  master  merchant.  "You  know," 
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"It's  the  people  that  count  in  our  stores," 
says  Chairman  Ralph  Lazarus.  He  means 
the  employees— the  attentive  sales  clerks, 
the  in-tune  buyers.  As  these  candid  shots 
taken  at  Federated  stores  around  the  cot 
try  show,  Federated  is  bustling  while  mar 
competing  stores  look  like  morgues.  Fed- 
erated's appeal  is  nearly  universal;  at  the 
same  moment  it  can  sell  fur  coats  to  th< 
rich,  groovy  hats  to  swingers,  and  do  a  bi 
trade  in  bargain-priced  dresses  for  thrifty 
housewives.  Consider  this— A&S  in  Brookh 
does  the  same  sales  volume  as  Macy's  H« 
aid  Square  with  only  two-thirds  of  the 
sales  space.  And  Boston's  Filene's  has  eas 
doubled  its  profits  in  the  last  two  years.. 


says  Krensky,  "the  sages  of  retailing 
started  to  bury  the  department  stores 
in  the  early  1940s.  But  it  just  never 
took  place."  First  came  the  day  of  the 
discounter,  when  Fortune  was  en- 
shrining Korvette  founder  Eugene 
Ferkauf.  Then  came  the  mass-mer- 
chandisers like  Sears.  But  somehow 
the  department  store  endured— and 
prospered.  "We've  grown  as  fast  as 
Sears  in  the  last  20  years  with  a 
cleaner  balance  sheet,"  says  Lazarus, 
"and  we  haven't  shortchanged  our 
shareholders  to  do  it."  And  Federated 
has  outgrown  Sears  in  sales  in  the 
last  five  years  (  Forbes,  Jan.  1)  by  an 
annual  average  of  9.6%  vs.   8.1%. 

"The  interesting  thing  about  Fed- 
erated," Lazarus  goes  on  in  his  cour- 
teous, diffident  way,  "is  that  except 
for  the  1969  recession,  we've  gained 
in  market  share  and  in  profits  much 
more  effectively  on  the  downside  than 
at  the  peak  of  the  cycle." 

How  did  Federated  get  to  be  (in 
the  words  of  May's  Executive  Vice 
President  James  Walsh)  "the  people 
to  beat  in  this  industry"?  First  of  all, 
Federated  blankets  the  country  like 
no  other  department  store  group.  In 
the  Northeast,  besides  Bloomingdale's 
and  A&S,  it  has  that  unique  Boston 
institution,  Filene's— more  specialty 
shop  than  department  store;  in 
booming  Florida,  it  has  Burdine's.  In 
the  heartland,   there  is  F&B  Lazarus 


of  Columbus,  Shillito's  of  Cincinnati, 
Bike's  of  Dayton  and  the  Boston  Store 
in  Milwaukee.  Farther  south  and  west 
are  Goldsmith's  in  Memphis,  Sanger- 
Harris  in  Dallas,  Foley's  in  wildly 
growing  Houston,  Levy's  in  Tucson. 
In  California  there  is  Bullock's,  now 
branching  north  and  south  from  Los 
Angeles,  and  San  Francisco's  I.  Mag- 
nin  fashion  chain,  with  branches  in 
Seattle,  Chicago  and  Phoenix. 

All  told,  Federated  runs  19  divisions, 
including  a  half-billion-dollar  super- 
market chain  (Balphs  of  California) 
and  a  $160-million  discount  opera- 
tion (Gold  Circle).  Its  243  total  units 
contain  34.8  million  square  feet  of  sell- 
ing space,  nearly  a  third  more  than 
May,  its  closest  department  store  rival. 

Without  exception,  Federated's  de- 
partment store  units  are  strong  stores, 
often  dominant  in  their  trading  areas. 
All  cater  to  middle-  and  upper-income 
brackets,  which  enabled  Federated  to 
miss  the  worst  of  this  so-called  blue- 
collar  recession.  In  addition,  Feder- 
ated avoided  its  competitors'  special 
problems,  like  sour  real  estate  deals 
(Dayton  Hudson)  or  too  many  stores 
in  deteriorating  downtowns  (Associ- 
ated Dry  Goods)  or  excessive  lever- 
age (Allied)  or  overdependence  on 
the  weak  auto  market  (Sears,  both 
in  parts  and  insurance) . 

But  Federated's  biggest  edge  of  all 
is   its   ability   to   run   a   decentralized 


operation  with  strong  local  autonomy. 
Krensky  and  Lazarus,  who  both  came 
up  through  the  ranks  (Krensky  at 
Bloomingdale's  and  Filene's,  Lazarus 
at  F&B  Lazarus),  believe  devoutly 
that  only  the  people  on  the  spot- 
division  bosses,  store  managers,  local 
buyers— know  what  sells  best  in  each 
market.  Thus  Bloomingdale's  is  able 
to  stock  up  on  funky,  out-of-sight 
merchandise  that  would  be  out  of  the 
question  for  F&B  Lazarus  in  Colum- 
bus or  even  for  A&S,  only  seven  sub- 
way stops  away  in  Brooklyn. 

This  is  the  department  store's  ulti- 
mate advantage  over  the  chain  store, 
especially  in  fashion-oriented  soft 
goods,  where  merchandising  skill 
counts  most.  "Sears  just  can't  flex  fast 
enough  for  fashion,"  says  Sandy  Zim- 
merman at  A&S,  an  old-time  Sears 
watcher.  At  A&S,  merchandise  bought 
in  the  morning  can  be  in  the  store's 
receiving  dock  the  same  evening  and 
on  the  sales  floor  by  10  a.m.  the  next 
day.  "And  we  do  that,"  boasts  Zim- 
merman, "with  some  regularity." 

Of  course,  a  lot  of  department 
stores  only  talk  about  autonomy  and 
flexibility.    Federated   talks  and   acts. 

On  a  recent  wet  Monday  in  Colum- 
bus, Forbes'  Paul  Gibson  was  inter- 
viewing Gold  Circle  Chairman  Hal 
Field  about  the  growing  stake  of  de- 
partment stores  in  discounting  (see 
box,  p.  33)   when  the  phone  rang. 
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It  was  Ralph  Lazarus  calling. 

How's  business?  Lazarus  wanted  to 
know,  and  specifically,  why  are  the 
building  costs  of  a  new  unit  running 
50$  over  budget? 

Business  wasn't  all  that  good,  but 
Field  tipped  back  in  his  chair,  clearly 
unperturbed.  He  had  made  a  mistake 
on  the  store  in  question,  but  action  is 
being  taken.  No  fudging,  no  pulled 
punches.  The  short  phone  call  showed 
local  autonomy  at  work. 

Actually,  local  autonomy  means 
autonomy  only  up  to  a  point— but 
what  point?  The  head  office  must  con- 
stantly measure  each  man's  and  each 
cm  i  on  .  track  record.  This  balancing 
act  is  beautifully  illustrated  by  Fed- 
erated's  approach  to  the  current  re- 
cession. Running  the  opposite  of  many 
retailers.  Federated  did  not  cut  staff, 
but  it  did  cut  inventories  early. 

"We  told  our  people,"  says  Ralph 
Lazarus,  "we  want  to  retain  or  im- 
prove service.  That  comes  before  prof- 
itability." Lazarus  knows  customer 
loyalty  built  over  years  can  be  lost  in 
a  few  months  of  sloppy  service.  The 
result:  Federated's  staff  accounted 
for  837,000  sales  per  employee  last 
year,  vs.  829,000  at  Sears  and 
827,000  at  Allied  Stores.  Only  self- 
service  Kresge  did  better. 

But  while  staff  stayed,  inventory 
went.  With  most  U.S.  businessmen 
still   asleep   at  the  switch,   Ralph   La- 


zarus and  Krensky  spent  the  spring  of 
1974  urging  inventory  cuts  and  warn- 
ing, "It's  too  late  to  start  working  on  a 
recession  when  it  hits."  The  stores 
agreed  in  the  aggregate  to  a  3%  cut  in 
sales  targets,  with  a  like  cut  in  inven- 
tory and  payroll  expenses. 

But  here's  the  key:  The  cuts  were 
not  across  the  board.  Burdine's,  for 
example,  cut  hard  goods,  yet  opened 
an  11th  store  with  the  same  value  of 
inventories  it  had  the  year  before. 
Foley's  in  Houston  made  virtually  no 
reduction,  says  Krensky:  "They  were 
having  one  of  the  greatest  booms  of  all 
time."  The  same  went  for  867-million- 
sales  Goldsmith's  in  Memphis,  cur- 
rently Federated's  most  profitable  unit. 

When  the  full  force  of  the  reces- 
sion hit  last  fall,  Federated  was  ready. 
Most  of  its  competitors  ended  the  year 
with  3%  to  5%  more  inventory  than  a 
year  earlier.  Not  Federated.  It  had 
reduced  its  stocks  by  a  full  815  mil- 
lion, to  8321  million,  equal  to  9.8% 
of  sales,  os.  11.4%  in  1973. 

"As  we  licked  our  sales  plans, "  says 
Ralph  Lazarus,  "a  good  bit  of  gross 
margin  went  right  down  to  the  profit 
line."  In  fact,  in  a  near-depression  year 
Federated  actually  lifted  its  gross 
margin  by  two-tenths  of  1%. 

This  spring,  with  its  stocks  "lean. 
clean  and  fluid"  (as  Krensky  puts  it) 
Federated  reaped  a  further  advan- 
tage.   Its    buyers    were   first    back    in 


the  local  markets,  picking  up  the  bar- 
gains offered  by  manufacturers  strug- 
gling with  their  own  inventories. 

Nurturing  The  Heritage 

For  Ralph  Lazarus,  there  is  a  vast 
personal  satisfaction  in  seeing  Feder- 
ated so  firmly  on  top.  His  great-grand- 
father Simon  Lazarus  left  Germany  be- 
cause of  the  Jewish  segregation  laws 
of  1848,  and  in  1851  set  up  a  men's 
clothing  store  in  Columbus,  Ohio.  It 
prospered  as  F&R  Lazarus,  today  a 
8235-million  business  dominating  its 
area  as  do  few  other  U.S.  stores. 

Federated  itself  was  formed  in  1929 
by  Filene's,  A&S  and  F&R  Lazarus 
as  a  kind  of  mutual-aid  society 
( Bloomingdale's  joined  a  year  lat< 
For  nearly  two  decades,  it  was  a  pa- 
per holding  company  for  four  largely 
autonomous,  family-run  stores  (the 
real  genesis  of  Federated's  autonomy 
concept).  Only  after  World  War  II, 
with  tougher  competition  looming, 
was  a  central  office  set  up  in  Cin- 
cinnati under  a  little  dynamo  named 
Fred  Lazarus  Jr.  (Among  other  things, 
"Mr.  Fred,"  Ralph's  father,  helped 
persuade  Franklin  Roosevelt  to 
change    the    date    of    Thanksgiving.) 

"My  father  was  the  merchant," 
reminisces  Ralph.  "My  uncle  Simon 
concentrated  on  people.  I  remember 
as  a  kid  they  had  one  big  office  be- 
tween them,  their  desks  facing  awaj 


Where  else  but  in  trendy  Bloomingdale's  would  you  find 
a  bikini-clad  model,  a  giant  Dalmatian  and  a  boutique 
named  Paradox  selling  next  year's  fashions  this  year?  Sev- 
eral Bloomie's  departments  do  over  $1,000  a  square  foot. 
Federated's  other  stores  do  as  well  catering  to  Middle 
America.  Foley's  of  Houston  is  a  bottom-line  standout.  To 
Texans,  it's  the  place  they  go  first— even  for  appliances, 
drugs  and  calculators,  thin-margin  lines  most  other  stores 
despair  about.   "We  want  to  be  headquarters  for  every- 
thing," says  Foley  Chairman  Milton  Berman.  "Our  volume 
is  huge,  so  our  profits  come  out  beautifully."  Since  1971 
Foley's  sales  are  up  66%,  to  $225  million,  and  four  ot  its 
six  stores  are  the  top  four  in  Texas,  ahead  of  Sears  in  Dallas. 
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Why  Puerto  Rico  is  the  most  profitable 

of  Omark  Industries' 
14  plant  sites  in  5  countries 


Here  are  the  reasons  why  this 
Oregon  metals  fabricator's 
plant  in  Puerto  Rico  is  their 
leading  profit  maker  worldwide. 
Send  in  the  coupon  below 
to  discover  what  these  same 
reasons  can  mean  to  you  and 
your  company's  profits. 

OMARK  INDUSTRIES,  a  major  manu- 
facturer of  cutting  chain,  hydrau- 
lic   loaders    and    industrial  fasteners, 
started  in  Puerto  Rico  in  1965  with 
a  cutting-chain  plant  in  Bayamon. 

Last  year,  this  single  45,000-sq.-ft. 
facility  earned  over  half  of  the  com- 
pany's total  after-tax  profits.  Here  are 
some  of  the  reasons  why. 

100%  tax  exemption 

Although  Puerto  Rico  is  an  integral 
part  of  the  U.S.,  there  are  no  federal 
taxes.  What's  more,  Puerto  Rico  offers 
qualified  manufacturers  like  Omark 
100%  exemption  from  all  local  taxes 
for  up  to  30  years.  In  Puerto  Rico,  the 
profit  you  make  is  the  profit  you  keep. 
In  1974,  this  combination  of 
tax  exemptions  alone  contributed 
$2,500,000  to  Omark's  net  income  of 
$9.8  million. 

51%  of  profits 

The  income  from  the  sale  of  prod- 
ucts made  in  the  Puerto  Rican  plant, 
combined  with  the  tax  benefit,  con- 
tributed a  total  of  $5  million  — an 
astounding  51%  of  the  company's  en- 
tire profits  worldwide. 

In  1965,  Omark  sent  12  workers 
from  Puerto  Rico  to  the  company's 
Portland,  Oregon,  headquarters  to  be 
trained  as  plant  foremen.  They  worked 
hard  and  learned  fast 

All  personnel  Puerto  Rican 

These  men  returned  to  start  up  the 
Bayamon  plant  together  with  Omark 
supervisors  from  the  U.S.  mainland. 
Today,  every  one  of  the  230  people  in 
that  plant,  management  and  labor,  is 
Puerto  Rican. 

Their  record  of  productivity  and 
willingness  to  work  hard  speaks  for 
itself.  Between  1970  and  1974,  output 


Omark's  230'man  Bayamon  plant  is  staffed  entirely  by  Puerto  Ricans,  workers  and  management. 


from  the  Bayamon  facility  almost  dou- 
bled without  hiring  any  new  employees. 

3  hours  to  New  York 

About  40%  of  the  saw  chain  made  by 
Omark  in  Puerto  Rico  is  shipped  to 
the  U.S.  mainland.  Air  freight  reaches 
Miami  in  only  two  hours,  New  York  in 
three  hours.  Puerto  Rico's  modern  fleet 
of  container  and  trailer  ships  make 
weekend  deliveries  to  New  York  in 
only  84  hours. 

No  plant  location  on  the  island  is 
more  than  three  hours  from  a  major 
port  over  Puerto  Rico's  6300-mile 
network  of  paved  roads.  San  Juan  alone 
is  served  by  30  shipping  lines  and  15 
scheduled  airlines. 

Government  cooperation 

Puerto  Rico's  Economic  Development 
Administration  (Fomento)  helped 
Omark  and  is  ready  to  help  you.  How? 
By  smoothing  your  way  with  govern- 
ment agencies.  By  helping  you  select 
and  train  workers.  By  doing  what  needs 
to  be  done  to  expedite  plant  start-up. 

The  Puerto  Rico  Industrial  Devel- 
opment Co.  (PRIDCO)  will  give  you 
the  benefit  of  its  know-how  in  the 
selection  and  preparation  of  a  plant 
site. They  can  show  you  their  "shopping 
list"  of  choice  industrial  locations,  with 
over  1,000,000  sq.  ft.  of  factory  space 
ready  for  immediate  occupancy. 

Many  companies  expanding 

If  you  need  to  expand  but  are  hesitant 
in  the  present  uncertain  economy,  con- 
sider this— Puerto  Rico's  unique 
combination  of  incentives  continues 


to  attract  new  manufacturers  and  to 
encourage  many  already  on  the  island 
to  expand  operations  there. 

Omark  is  one  of  those  who  are 
expanding.  The  company  plans  to  in- 
vest $2  million  to  expand  its  Bayamon 
facility  and  has  applied  for  a  25-year 
tax  exemption  for  a  new  35,000-sq.-ft. 
plant  in  Cidra  in  central  Puerto  Rico. 

Send  for  profit  booklet 

Omark  is  only  one  of  the  many  U.S. 
manufacturers  who  have  made  more 
profits  in  Puerto  Rico  than  in  any  other 
industrial  location. 

Get  the  full  story  on  how  Puerto 
Rico  manages  to  continue  to  attract 
industry  even  in  the  midst  of  economic 
uncertainty.  Send  this  coupon  today 
for  our  new  20-page  booklet. 


Commonwealth  of  Puerto  Rico 
EconomicDevelopment  Administration 
Dept  FB- 16, 1290  Ave.  of  the  Americas 
New  York,  N.Y.  10019 

Please  send  me  your  free  new  booklet, 
PUERTO  RICO  -PROFIT  ISLAND, 
U.S.A.,  with  up-to-date  facts  and  figures 
which  explain  how,  even  in  today's  un- 
certain economy,  Puerto  Rico  provides 
manufacturers  a  profitable  climate  un- 
matched anywhere. 

The  products  I  might  be  interested  in 
manufacturing  in  Puerto  Rico  are: 


Name. 
Title- 


Company. 

Address 

City 

State 


.Zip. 


°1975,  Commonwealth  of  Puerto  Rico 


from  each  other,  so  they  could  talk  to 
one  guj  and  listen  out  of  one  ear  to 
the  fellow  at  the  other  end."  Thus 
began  another  Federated  concept: 
Ever)  division  must  have  two  top 
I  losses,  one  to  look  after  the  merchan- 
dise, the  other  to  run  the  store.  "Some- 
body." says  Ralph  Lazarus,  "with 
enough  authority  and  responsibility 
to  disagree  with  you." 

But  the  strong  family  management 
on  which  Federated  was  built  also  had 
a  drawback,  Lazarus  admits:  IWe 
had  a  lot  of  jobs  blocked  by  family 
people— not  just  Lazarus  family— who 
stayed  on  until  they  were  incapable  of 
operating."  He  adds,  "I  wouldn't  want 
to  go  through  again  what  I  endured 
from  1962  to  1970"-years  when 
his  father,  then  approaching  his  early 
80s,  still  kept  the  title  of  chief  execu- 
tive  while  gradually  becoming  less  and 
less  capable  of  being  one. 

The  entrenched  management  could 
not  soke  the  stores'  many  problems. 
For  instance,  in  downtown  Brooklyn 
giant  A&S,  Federated's  biggest  unit 
and  largest  dollar  profit  producer, 
wasn't  responding  to  the  middle-class 
white  exodus  and  poor  black  influx. 
Filene's  was  locked  into  a  vanishing 
carriage  trade.  Bullock's  lacked  staff 
to  expand.  Federated's  diversifica- 
tions—discounting (Gold  Circle), 
Levitz-style  furniture  retailing  (Gold 
Key)    and   appliance    mass   merchan- 


dising (Gold  Triangle)— seemed  head- 
ed for  failure.  Even  Ralphs,  a  family- 
run  supermarket  chain  bought  in 
1967,  was  floundering  in  a  price  war. 
To  top  it  off,  in  1972  Federated 
lost  its  president,  Paul  Sticht,  then 
55,  who  had  been  hired  away  from 
Campbell  Soup  in  1960  to  be  Ralph 
Lazarus'  heir  apparent.  Sticht  said  he 
was  taking  early  retirement,  but  he 
soon  joined  R.J.  Reynolds  Industries, 
where  he  is  now  president.  Officially, 
Ralph  blames  the  departure  on  Sticht's 
lack  of  retail  background,  which  the 
division  managers  are  said  to  have 
resented.  A  better  guess  might  be 
friction  with  the  Lazarus  family. 

The  Dollar  Foundations 

What  saved  Federated  from  real 
trouble  was  a  wealth  of  talented 
young  managers  who  gradually 
took  over  as  the  old  guard  quit,  plus 
staying  power  provided  by  its  conser- 
vative financial  management— a  man- 
agement that  switched  to  last-in,  first- 
out  accounting  way  back  in  1941. 
Today,  in  an  industry  knee-deep  in 
debt,  its  shareholders'  equity  is  seven 
times  its  $126-million  long-term  debt. 
Where  most  stores  finance  their  re- 
ceivables with  costly  short-term  bor- 
rowings, Federated's  cash  flow  is  so 
plentiful  that  it  need  borrow  only  $1 
for  every  $5  of  receivables.  This  year 
Federated  is  budgeted  to  spend  $200 


million;  in  the  next  five  years  it  will 
increase  selling  space  by  nearly  20% 
by  adding  a  couple  of  new  stores  for 
Bloomingdale's,  Burdine's  and  Bul- 
lock's and  a  string  of  new  supermar- 
kets and  discount  outlets  in  northern 
California. 

Stabilized  by  Federated's  financial 
staying  power,  the  young  managers 
went  to  work  getting  more  out  of  ex- 
isting stores.  Take  Bloomingdale's, 
known  in  the  late  Forties  as  "a  poor 
man's  Macy's,"  as  Ralph  Lazarus  puts 
it.  In  the  Fifties,  however,  Blooming- 
dale's saw  how  the  slum  pockets  in 
its  upper  East  Side  Manhattan  mar- 
ket were  being  converted  to  chic  liv- 
ing. Bloomie's  began  trading  up,  stress- 
ing trendy  styles  for  the  affluent  young 
who  were  deserting  both  Macy's,  as 
too  lower  class,  and  the  Fifth  Avenue 
shops,  as  too  stuffy.  The  result:  Last 
year  Bloomie's  rang  up  sales  of  over 
$330  per  square  foot,  four  times  the 
national  average  and  probably  the 
best  downtown  performance  of  any 
U.S.  department  store. 

Bloomingdale's  has  maintained, 
even  enhanced,  its  momentum.  That 
much  is  clear  from  a  fast-paced  tour 
led  by  Harvard-educated  President 
Marvin  Traub,  who  has  spent  25  of 
his  49  years  at  the  store.  "Our  buyers 
make  200  overseas  trips  a  year,"  he 
says,  fondling  the  Brazilian  blankets, 
the  beach   towels   from    El   Salvador, 


Their  wallets  aren't  fat,  but  these 
senior  citizens  are  important  to  Fed- 
erated. For  50  years,  its  F&R  Lazarus 
has  regularly  hosted  such  groups  in 
Columbus,  Ohio,  for  a  day  of  fun. 
Goldsmith's  sponsors  child  day-care 
centers  for  working  mothers  in  Mem- 


phis. Rike's  in  Dayton  delivered  new 
blankets  to  Xenia  tornado  victims. 
Filene's  gave  a  park  to  Boston  and 
Burdine's  donated  an  Italian  fountain 
to  Miami.  To  a  Federated  unit,  keep- 
ing itself  before  the  community  is 
worth  its  weight  in  gold. 
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the  Indonesian  table  mats.  Up  an 
escalator  is  funky  brown -and- white- 
striped  garden  furniture;  down  two 
flights  is  the  Chalk  Garden  stuffed 
with  Chinese  china.  The  crowd  of 
customers  thickens  as  Traub  heads  in- 
to fashions,  walking  so  fast  that  the 
Forbes  reporter  is  almost  running  to 
keep  up:  "One  of  our  strengths  is 
that  we  can  have  high  fashion,  high 
prices,  the  creme  de  la  creme— St. 
Laurent,  Valentino,  Ralph  Lauren— 
and  at  the  same  time,  Levi  Strauss. 
It's  a  look,  a  feel,  not  just  a  price." 
Bloomingdale's  ground  floor  is  filled 
with  fresh  plants,  and  the  broad 
stripes  along  its  white  walls  are  re- 
painted to  match  each  season's  fash- 
ion colors  (currently  green,  cream  and 
melon).  To  Traub,  such  touches  are 
another  way  of  offering  customers 
what  they  want  before  they  know 
they  want  it. 

Something  For  Everybody 

That  is  retailing  the  Federated 
way.  Foley's  in  Houston  is  no  Bloom- 
ingdale's, but  Traub  agrees  fully  with 
Foley's  Chairman  Milton  Berman 
when  he  says,  "We  must  make  our 
stores  so  goddamned  important  to 
people  that  if  we  didn't  exist  they'd 
have  to  invent  us." 

Ralph  Lazarus  would  be  the  first 
to  admit  that  Federated  still  has  prob- 
lems. A&S  ( $450-million  sales)  is  in  a 
mature  market  while  Bullock's  is  still 
trying  to  regain  market  share,  an  es- 
pecially difficult  trick  in  slow  times. 
Soon  Federated  must  either  fish  or 
cut  bait  with  its  Gold  Key  and  Gold 
Triangle  operations. 

And  Lazarus  has  an  even  bigger 
worry.  "The  single  most  important 
fact  in  America  today,"  he  told  his 
shareholders  earlier  this  year,  "is  not 
that  we  are  suffering  from  our  sixth 
recession  since  1945,  but  that  the  na- 

Into  Darkest  Discounting 


tion  continues  to  be  rocked  by  a  series 
of  social  and  cultural  changes."  The 
black  revolution,  changing  roles  for 
women,  a  declining  birthrate,  the 
soaring  cost  of  transportation— all 
these  and  many  others  can  be  critical 
for  a  retailer  with  huge,  immovable 
stores. 

Lazarus,  however,  is  responding  in 
a  typically  original  fashion.  Fifteen 
months  ago  he  asked  his  brightest 
executives  to  form  a  committee  to 
question  every  facet  of  Federated's 
operation.  "There  were  to  be  no 
sacred  cows,"  says  Bullock's  Gold- 
feder,  coordinator  of  this  so-called 
Vista  program,  to  be  largely  com- 
pleted in  1977. 

Vista  is  not  a  sop  to  ward  off  re- 
bellion by  Young  Turks  impatient  for 
changes  up  above;  it's  meant  to  be  a 
blueprint  for  the  future.  Under  a  new 
mandatory  retirement  plan,  both 
Krensky  and  Lazarus  must  quit  no 
later  than  1980.  It's  unlikely  that  an- 
other Lazarus  will  take  the  helm.  The 
Lazari  hold  less  than  3%  of  Feder- 
ated's stock,  and  neither  Ralph's  son 
John,  a  29-year-old  assistant  buyer 
at  Filene's,  nor  younger  brother  Mau- 
rice appear  to  be  in  the  running. 

But  plenty  are.  Traub  at  Blooming- 
dale's,  Zimmerman  at  A&S,  Chairman 
Melvin  Jacobs  at  Burdine's,  President 
Joseph  Brooks  at  Filene's  and  Gold- 
feder  at  Bullock's  are  all  contenders 
still  in  their  40s.  And  whoever  makes 
it  to  the  top  will  be  guided  by  the 
Vista  road  map,  perhaps  the  most 
comprehensive  study  on  retailing  ever 
done  by  retailers. 

And  the  new  leaders  will  also  have, 
in  Ralph  Lazarus  and  Harold  Krensky, 
two  worldly-wise  senior  statesmen 
around  to  remind  them  of  a  favorite 
Federated  saying:  "In  this  business, 
today's  peacock  is  tomorrow's  feath- 
er duster."  ■ 


Discounting  is  a  retailing  jungle.  Al- 
lan's, Mammoth  Mart,  Daylin, 
White  Front  and  others  have  been 
eaten  alive,  even  though  total  dis- 
counting revenues  have  grown  from 
$15  billion  in  1967  to  around  $40  bil- 
lion today  (vs.  $16  billion  for  tradi- 
tional department  stores). 

But  a  number  of  department  store 
managers  are  deciding  it's  better  to 
face  the  danger  head-on,  by  invading 
the  jungle,  than  to  stay  away:  May's 
(with  its  Venture  chain),  Dayton 
Hudson .  ( Target ) ,  Rich's  ( Richway ) 
and  Federated  (Gold  Circle)  are  just 
a  few  department  store  groups  that 
are  trying  to  hold  the  lower  end  of 
their  markets  by  expanding  into  dis- 
counting. All  the  ventures  are  relative- 
l)    new.  Dayton  Hudson's  is  the  larg- 


est—46  stores,  nearly  5  million  square 
feet  and  sales  of  $450  million. 

The  department  stores  are  betting 
on  big  (up  to  140,000  square  feet), 
bright  and  squeaky-clean  stores,  spe- 
cializing in  fashions,  casual  clothing, 
soft  goods  and  health  and  beauty  aids, 
but  few  appliances.  At  Federated's 
Gold  Circle,  for  instance,  the  average 
price  tag  is  $9,  and  the  typical  cus- 
tomer is  a  college-educated  (not 
graduated)  woman  under  35  whose 
husband  earns  $14,000.  "They  are  at- 
tuned to  fashion,"  says  Gold  Circle's 
Hal  Field,  a  homebuilder  turned  re- 
tailer, "but  they  can't  afford  it." 

For  now  at  least,  the  adventurous 
department  stores  are  pushing  into 
the  jungle  in  spite  of  the  threaten- 
ing roars. 


<  <o"*VsS 


FORBES,   JUNE    15,    1975 


33 


New 

lighting 

for  your 
plant... 

FREE? 


Here's  an  investment  opportunity  that  makes 
dollars  and  sense  ...  If  you  are  now  using 
incandescent  (300  watt  or  above)  or  mercury 
lamps  to  light  your  plant,  a  new  GE  Lucalox^ 
lamp  system  will  likely  save  you  enough  money 
in  power  and  other  operating  costs  to  pay  for 
itself  within  a  matter  of  months.  It's  like  getting  a 
brand-new  lighting  system  free! 

How  is  this  possible? 

Because  GE  Lucalox  lamps  can  provide  the  same 
or  more  light  as  you  now  have  with  incandescent 
or  mercury  lighting. 

And,  a  Lucalo/  installation  can  give  you  the 
light  you  need  while  consuming  less  energy  and 
using  fewer  lamps  than  either  mercury  or 
incandescent  lighting. 

So,  you  should  be  able  to  pay  off  the  installation 
costs  out  of  your  savings  in  operating  costs  alone, 
within  a  short  period  of  time. 

These  savings  are  so  certain  that,  if  you  qualify, 
the  GE  Credit  Corporation  has  a  plan  to  finance  a 
new  Lucalox  system  for  you.  And  let  you  pay 
them  back  at  a  monthly  rate  comparable  to  your 
savings  in  operating  costs. 

Of  course,  GE  Lucalox  is  such  a  good  deal,  that 
your  own  bank  might  want  to  lend  you  the  money. 
Or  you  might  want  to  pay  for  it  yourself  and  save 
the  finance  charges. 

In  any  case,  the  time  to  start  saving  with  GE 
Lucalox  is  now,  before  power  costs  go  up  any 
further.  To  find  out  more  about  this  revolutionary 
way  to  get  the  most  for  your  lighting  dollar,  call 
your  local  GE  lamp  representative.  Or  write: 
General  Electric  Lamp  Dept.  C-504,  Nela  Park, 
Cleveland,  Ohio  44112. 

#^ 
The  most  revolutionary  thing  in  sight  ."\  light 


GENERAL 


ELECTRIC 


The  Money  Men 


The  Stock  Market 
Is  Like  A  Pendulum 


If  it's  back  to  fundamentals  in  the 
stock  market— as  so  many  of  the  ex- 
perts proclaim— then  it's  back  to  Ben- 
jamin Graham,  the  father  of  modern 
security  analysis,  the  man  who  taught 
that  what  he  defined  as  value  would 
always— in  the  long  run— prevail  over 
panic  and  euphoria,  over  fad  and 
fancy. 

And,  of  course,  over  growth  stock 
investing.  Graham  didn't  go  along 
with  the  types  who  believed  in  get- 
ting aboard  a  good  growth  stock  and 
staying  with  it  forever  and  forever, 
amen.  Growth  stock  investing  in- 
volves predicting  the  future,  and  Gra- 
ham liked  to  point  out  that  the  future 
isn't  predictable  or  measurable.  Value, 
on  the  contrary,  is  measurable. 

But  when  he  interviewed  the  spry, 
81-year-old  sage  last  month,  Forbes' 


Graham 


Anthony  Cook  reminded  Graham  that 
he  had  once  violated  his  own  princi- 
ples and  gotten  rich  in  the  process. 
Back  in  1948,  his  Graham-Newman 
fund  invested  heavily  in  a  little-known 
company  called  Government  Em- 
ployees Insurance— GEICO.  The  stock 
soared  to  over  200  times  its  original 
offering  price  by  1973  and  Graham 
hung  on  all  the  way.  It  was  like 
finding  another  IBM  or  Xerox. 

Graham,  who  looks  younger  than 
his  years,  conceded  the  point  to  Cook: 
"Our  experience  was  contrary  to  ev- 
erything we  preached."  Then  he  add- 
ed: "But  it  was  an  exceptional  ex- 
perience. We  were  identified  with 
GEICO,  and  we  were  more  or  less 
boxed  into  it." 

In  other  words,  Graham  got  very 
rich  because  he  was  virtually  a  found- 
er of  GEICO  and  also  because  he  was 
lucky.  But  luck  isn't  something  you 
can  bank  on.  That's  Graham's  whole 
point.  You  can't  count  on  luck  or  be- 
ing in  on  the  true  ground  floor,  but 
you  can  pick  undervalued  stocks  and 
aim  for  a  50%  gain.  If  you  hit  one 
out  of  four,  you  get  a  12.5%  return 
—not  riches,  but  a  lot  better  than 
you  can  do  at  the  banks  (or  at  the 
racetrack). 

Try  consciously  to  do  what  Gra- 
ham-Newman did  with  GEICO,  he 
says,  and  you'll  probably  come  a  crop- 
per. "Situations  like  this  are  almost 
impossible  to  identify.  The  ones  that 
seemed  the  easiest  to  pinpoint  in  the 
Fifties,  the  airlines,  the  computer 
companies,  turned  out  to  be  full  of 
pitfalls  as  investments.  Right  now 
people  still  have  great  confidence  in 
the  future  of  the  drug  companies,  but 
in  the  multiples  we've  seen  you  have 
to  count  on  the  continuation  of 
growth  for  the  next  20  years!" 

That  point  cleared  up,  Cook  asked 
for  a  market  reading:  "Are  we  in  a  new 
bull  market?  Or  will  the  rally  fizzle?" 

"I  haven't  a  notion,"  retorted  Gra- 
ham, showing  his  distaste  for  the  ques- 
tion. "All  you  can  bet  on  is  fluctua- 
tions." But  he  answered  obliquely  by 
saying  he  didn't  think  the  world  was 
ending  or  that  common  stocks  had 
ceased  being  a  good  investment. 

"I  refuse  to  attach  a  permanence  to 
anything  I  see  around  me— including 
the  pessimism  I  read  today  in  The 
Wall  Street  Journal.  With  my  60  years 
of  experience,  I  can't  tell  you  that  any 
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Let  an  entire  bank 
manage  your  investments. 


Not  a  department. 


If  you  want  a  commercial  bank  that  manages 
investments  as  a  side-line,  you  have  dozens  of 
choices  in  New  York  City  alone. 

If  you  want  a  bank  that  devotes  all  its  time, 
skills,  energy,  resources  and  personnel  to  the  man- 
agement of  invested  funds,  then  you  have  one 
choice.  Fiduciary  Trust  Company  of  New  York.  The 
non-bank  bank. 

Fiduciary,  the  non-bank  bank  that  has  special- 
ized in  investment  management  for  over  43  years. 
The  non-bank  bank  that  avoids  all  the  unrelated- 
possibly  conflicting— activities  usually  associated 
with  commercial  banking. 

Fiduciary,  the  non-bank  bank  where  all  invest- 
ment management  accounts  have  the  benefit  of 


comprehensive  studies  by  our  own  independent  re- 
search analysts. 

And  Fiduciary  has  a  unique  ten-year  record  of 
international  experience  that  is  of  particular  impor- 
tance to  U.S.  investors  today  because  of  the  in- 
creasing interdependence  of  the  world's  economies 
and  securities  markets. 

Investment  Management  accounts  and  Trusts 
start  at  $300,000  with  a  minimum  annual  fee  of 
$2,500.  Fiduciary  also  offers  a  streamlined  Secur- 
ities Management  program  for  accounts  starting  at 
$100,000  with  a  minimum  annual  fee  of  $1,000. 

•  For  more  information  about  what  our  non-bank 
bank  can  do  for  you,  contact  Daniel  E.  Peterson, 
Vice  President,  at  (212)  466-4100. 


F1DUCIRRY 

TRUST  COMPANY  OF  NEW  YORK 

The  non-bank  bank 

TWO  WORLD  TRADE  CENTER,  NY  10048 
EUROPEAN  OFFICES.  London/Geneva 


The  Money  Men 


of  the  enormous  developments  I've 
witnessed,  including  two  world  wars 
and  the  spread  of  communism,  have 
had  any  identifiable  long-term  effect 
on  common  stock  investment. 

"When  I  started  in  the  investment 
business,  the  first  thing  that  happened 
was  that  World  War  I  closed  down 
the  New  York  Stock  Exchange  for  five 
months.  It  looked  as  if  the  end  of 
the  world  had  happened,  but  after 
a  year  and  a  half  we  were  in  the  midst 
of  a  raging  bull  market. 

"Six  months  ago  all  you  needed  was 
a  minimum  of  intelligence  and  a  max- 
imum of  courage  to  be  bullish.  That's 
changed,  of  course.  Now  it  requires 
less  courage  but  more  intelligence 
to  find  the  values." 

Graham's  idea  of  "value"  was  out 
of  fashion  during  the  growth  fad  of 
the  Sixties.  These  days,  however,  it 
is  making  a  comeback. 

Last  Year's  Tests 

How  does  he  define  value?  It's  all 
there  in  his  book,  Security  Analysis, 
which  is  now  in  its  fourth  edition.  But 
for  those  who  want  a  capsule  defini- 
tion we  can  tell  you  about  an  exer- 
cise the  old  master  worked  last  year. 
He  looked  for  stocks  selling  at  a  mul- 
tiple that  was  twice  as  attractive  as 
prevailing  interest  rates;  this  came  out 
to  a  price/  earnings  ratio  of  5.2  times 
earnings— a  yield  on  an  earnings  basis 
of  just  over  19%.  (If  you  figure  that 
the  current  interest  rate  figure  is  clos- 
er to  8%,  presumably  his  attractive 
P/  E  today  would  be  a  bit  better  than* 
six.)  Furthermore,  the  stock  had  to 
sell  at  a  discount  of  20%  or  more 
from  book  value;  book  value  is  cen- 
tral in  Graham's  system,  because  it 
indicates  the  assets  standing  behind 
a  stock.  "Then,"  he  said,  "I  took  an 
arbitrary  6%  dividend  return,  assuming 
that  you  could  add  a  growth  rate  to 
the  6%  dividend  and  match  the  high 
rate  of  return  on  bonds.  Finally,  I 
used  a'  price  that  was  one-half  the 
previous  high  in  the  stock  as  a  sort 
of  buy  signal." 

In  a  random  sample  of  108  Big 
Board  stocks  last  year,  he  found  that 
75%  of  them  met  his  tough  criteria— a 
clear  "buy"  signal  for  stocks  as  a 
whole.  As  of  mid-May,  29%  of  those 
stocks  still  met  his  criteria— despite 
the  rally.  That's  not  a  direct  but  an 
indirect  answer  to  our  question:  Yes, 
there  are  still  values  around. 

What  about  inflation?  Doesn't  it 
wipe  out  the  growth  value  of  common 
stocks?  "I'm  not  willing  to  accept  that 
after  100  years  of  being  a  bullish  ar- 


gument for  stocks,  inflation  could  turn 
out  to  be  a  bearish  argument.  Through 
inflation,  businesses  have  tremendous 
assets  selling  at  a  discount  from  their 
replacement  costs.  I  think  it  shows  the 
shortsightedness  of  the  financial  com- 
munity not  to  recognize  it." 

For  a  long  time,  it  was  fashion- 
able to  proclaim  that  the  individual 
investor  was  finished.  He  couldn't 
compete  with  the  institutions  with 
their  computers,  fast  information  and 
professional  management.  A  myth, 
says  Graham.  "The  institutionaliza- 
tion of  the  market  has  produced  very 
disappointing  results.  The  institutions 
have  proved  as  limited  as  anybody  in 
their  intelligence  and  skill.  They  have 
proved  unHmited  in  their  imagina- 
tions, which  is  a  defect  in  investment." 

One  reason  the  Ben  Graham  ap- 
proach hasn't  been  popular  among  in- 
stitutions is  that  it  preaches,  essential- 
ly, that  the  market  is  a  place  to  look 
for  a  good  return  on  your  money  but 
not  a  place  to  get  rich. 

The  best  opportunity  for  the  intel- 
ligent (as  opposed  to  the  lucky)  in- 
vestor, Graham  insists,  is  in  buying 
stocks  that  are  temporarily  selling  be- 
low their  basic  value  and  selling  them 
when  they  get  above  it,  holding  a 
diversified  portfolio  of  such  securities 
for  up  to  two  years.  That  stocks  do 
indeed  fluctuate  around  a  basic  val- 
ue, Graham  does  not  for  a  moment 
doubt.  "The  first  time  the  Dow  Jones 
sold  at  100  was  in  1906.  The  last  time 
it  sold  at  100  was  in  1942.  For  36 
years,  from  1906  to  1942,  you  could 
say  that  the  market  made  no  real 
progress.  But  in  14  of  those  years  it  hit 
the  100  mark  over  and  over.  You  have 
an  analogy  now  with  the  800  level. 
Since  1964  the  Dow  has  been  at  800 
in  ten  out  of  12  years.  You  get  the 
clear  feeling  somehow  that  the  stock 
market  is  like  a  pendulum  swinging 
to  and  fro  around  that  price."  The 
market,  then,  is  an  excitable  but  ba- 
sically rational  creature. 

Before  the  most  recent  market 
crash,  a  good  many  people  were  in- 
clined to  scoff  at  Ben  Graham,  with 
his  talk  of  assets,  central  value  and 
the  futility  of  forecasting  future  earn- 
ings. They  weren't  interested  in  pen- 
dulums. They  were  looking  for  rock- 
ets. Right  now,  however,  Graham 
looks  pretty  good.  Don't  try  to  fore- 
cast the  market,  Graham  says,  don't 
look  for  miracle  stocks.  Stick  with 
value,  and  the  stock  market  will  al- 
ways bail  you  out  in  the  end.  If 
you  stumble  on  a  GEICO,  so  much 
the  better.  ■ 
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budget  too 
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reach  across 
the  US.? 


WATS  changed  all  that  for 
JS&A  National  Sales  Group 

Joe  Sugarmans  company  was  selling 
mini-calculators.  Then  Joe  wrote  some 
hard-sell  ads  and  got  an  800  number 
customers  could  call  for  more  information 
or  to  place  an  instant  order.  Things  began 
to  happen  fast  and  soon  Joe  was  running 
his  ads  in  the  Wall  Street  Journal,  Playboy 
and  Time,  always  including  the  800 
number.  Sales  quadrupled!  Joe  got  so  many 
calls,  he  had  to  add  1 5  operators  to  handle 
the  business*.  WATS  can  change  things 
for  you,  too.  But  first,  you  need  to  tell  our 
WATS  expert  what  needs  changing.  For 
more  information  and  literature,  call  toll  free 
800-82 1-2980.  In  Missouri,  call  800- 

892-2217. 

WIDE  AREA  TELECOMMUNICATIONS  SERVICE 

WATS 

can  change 
all  that 


Onward  And  Eastward 

Being  the  best  in  the  West  isn't  enough 
for  aggressive  Dean  Witter. 


New  York  is  to  finance  what  New- 
castle is  to  coal.  You  would  expect 
the  fifth  largest  brokerage  house  to 
be  headquartered  there  like  all  the 
rest.  But  Dean  Witter  &  Co.  isn't. 
William  M.  Witter,  son  of  one  of  his 
firm's  founding  partners  and  today's 
chairman,  prefers  the  breezy  charm 
and  familiar  business  climate  of  his 
native  San  Francisco. 

Most  of  the  leading  West  Coast 
brokerage  houses  are  branches  of 
East  Coast  firms.  Dean  Witter  is  an 
exception.  Founded  in  San  Francisco, 
it  has  concentrated  on  the  West,  and 
is  the  biggest  brokerage  house  in  the 
state  with  the  most  stockowners— Cal- 
ifornia. It  is  the  only  national  broker- 
age firm  with  an  Alaska  office,  and  it 
is  the  oldest  in  Hawaii.  In  50  years 
of  doing  business,  Dean  Witter  has 
never  had  a  losing  year. 

Now  it  is  moving  East  in  a  rather 
big  way.  With  $85  million  in  capital 
and  good  profits,  Dean  Witter  has 
been  able  to  take  advantage  of  Wall 
Street's  troubles  to  make  acquisitions 
at  favorable  prices.  In  1973  it  ac- 
quired Laird,  Bissell  &  Meeds,  with 
its  11  offices  chiefly  in  the  mid-Atlan- 
tic and  Florida  markets.  In  1972  it 
hired  away  from  Smith,  Barney  a  pres- 
tigious corporate  finance  man,  An- 
drew Melton,  to  strengthen  its  under- 
writing. Dean  Witter  is  in  35  states 
(Merrill  Lynch  is  in  40)  and  does 
half  its  business  east  of  the  Rockies.  » 

The  eastern  push  did  create  a  man- 
agement rift  that  now  seems  settled. 
Back  in  1969,  the  firm  hired  a  New 
York  lawyer  named  Lawrence  Morris 
to  boost  the  company's  East  Coast  fi- 


nance operation.  Later  appointed 
president,  he  proved  a  disappointing 
sales  administrator.  When  he  began 
lobbying  for  the  firm  to  relocate  in 
New  York,  he  was  fired— but  com- 
fortably. He  sold  his  Dean  Witter 
stock  in  the  company's  public  offering, 
netting  $1  million  for  two  years'  work. 
Dean  Witter  Organization,  Inc.,  a 
public  holding  company,  is  the  suc- 
cessor to  the  partnership  set  up  by 
Dean  Witter,  his  brother  Guy  and 
cousin  Jean  in  1924.  Dean  was  the 
first  among  equals,  and  as  the  firm 
expanded,  he  held  his  relatives'  pow- 
ers   of   attorney    and    half   the    stock. 

The  Boss 

A  tall,  athletic,  strong-willed  man, 
he  ran  the  firm  with  an  iron  fist.  Old- 
timers  say  that  he  kept  himself  in 
shape  by  "dusting  his  knuckles"  in 
waterfront  bars.  A  skilled  outdoors- 
man,  he  wrote  books  on  fishing  and 
big-game  hunting. 

But  even  on  safari,  Dean  Witter 
didn't  neglect  his  burgeoning  bro- 
kerage firm.  Recalls  one  partner,  "He'd 
dictate  memos  on  the  uranium  boom 
while  waiting  for  cheetah  in  some 
place  like  the  Gobi  Desert." 

The  Witter  firm  grew,  along  with 
such  California  clients  as  Standard  Oil 
of  California  and  the  Bank  of  Amer- 
ica, while  prospering  on  Dean  Wit- 
ter's  personal  reputation  for  integrity. 
Eventually  the  business  attracted— and 
supported  in  style— as  many  as  15 
family  members,  not  counting  in-laws. 
In  1967,  the  year  before  the  firm  in- 
corporated, Witter's  99  partners  di- 
vided a  $19-million  net. 


Today  the  company  has  only  three 
Witters  among  its  top  25  officers.  (The 
founder's  son  runs  his  own  New 
York-based  brokerage  house,  William 
D.  Witter  Inc.)  But  those  three- 
Chairman  William  and  Executive  Vice 
Presidents  Thomas  and  Wendell- 
control  a  sizable  8%  of  the  stock. 

Incorporation  was  undertaken  in 
order  to  replace  the  capital  siphoned 
off  by  the  firm's  aging  and  retiring 
partners.  Then  in  1972  the  firm  sold 
35%  of  its  stock  to  the  public  at  $23 
a  share.  As  the  stock  climbed  to  $32, 
many  company  officers  got  rich  (on 
paper).  In  the  market  debacle  of  1974 
the  stock  went  to  $4.25  and  many  of 
them  had  to  borrow  from  the  banks 
to  hang  onto  their  shares.  This  year's 
rally  hasn't  helped  much;  Dean  Wit- 
ter's book  value  is  still  almost  50% 
greater  than  its  stock  price. 

Time  and  again,  the  company  has 
shown  that  it  can  attract  armies  of 
small  investors  and  somehow  hold 
them  with  a  plethora  of  financial 
"products"— Dean  Witter  still  does  the 
lion's  share  of  its  business  with  indi- 
viduals. At  last  count,  it  dealt  with 
500,000  clients  a  year. 

Servicing  these  accounts  are  1,900 
brokers,  who  last  year  produced  an 
average  gross  of  $7,000  a  month 
(keeping  about  30%  of  that  for  them- 
selves). Despite  a  good  training  pro- 
gram, there  is  a  lot  of  turnover, 
partly  because  landing  retail  accounts 
requires  tenacious  cold  canvassing. 
"Brokers  get  fed  up  with  smiling  and 
dialing,"  says  one  who  quit. 

Dean  Witter's  steady,  well-financed 
expansion  really  paid  off  in  the  big- 
volume  market  of  1975.  For  the  six 
months  ending  Feb.  28,  Dean  Witter, 
Inc.  reported  $1.06  a  share,  vs.  just 
43  cents  for  the  previous  full  year. 
This  also  makes  many  of  the  customers 
happy:  Witter  clients  own  over  30% 
of  the  4.1  million  common  shares.   ■ 


San  Francisco's  Bill  Witter,  already  the  biggest  broker  in   the  West,  has  his  eye  on  the  East  these  days. 
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Those  Insidious  NTBs 

The  French  say  bourbon  is  bad  for  the  liver. 
The  Americans  claim  French  candy  is  unsafe. 
Such  nontariff  barriers  hamper  world  trade 
at  a  time  when  tariffs  are  coming  down. 


I\  France,  it's  against  the  law  to  ad- 
vertise  alcoholic  beverages  made  from 
grain.  Bad  for  the  health,  the  French 
say.  Their  high  excise  taxes  further 
curb  sales  of  whiskey  and  gin. 

So  Frenchmen  keep  on  sipping  do- 
mestic wines  and  brandy  instead  of 
imported  Jack  Daniels  or  Tanqueray. 
And  the  result  is  a  more  robust  bal- 
ance of  trade.  Vive  la  France! 

Our  Government,  of  course,  can 
play  that  game  too.  We  bar  imports 
of  French  candies  because  of  alleged- 
ly unsafe  colorants  and  prevent  French 
mineral  water  from  being  advertised 
for  its  curative  qualities.  America, 
right  or  wrong! 

Elsewhere,  such  regulations  are 
even  more  imaginative.  Japanese  firms 
can't  get  licenses  to  export  their  cal- 
culators unless  they  use  integrated  cir- 
cuits made  in  Japan.  In  the  Nether- 
lands, sales  of  pharmaceutical  prod- 
ucts may  be  made  only  by  members  of 
a  Dutch  trade  association,  which  ex- 
cludes foreign  companies. 

These  are  examples  of  nontariff 
barriers— restrictions  on  imports  that 
are  imposed  outside  the  traditional 
tariff  system. 

Tokyo  Round 

For  the  first  time,  the  controversial 
nontariff-barrier  issue  is  a  primary  fo- 
cus of  worldwide  trade  talks,  now  get- 
ting under  way  in  Geneva.  This  so- 
called  Tokyo  round  (named  for  the 
city  where  diplomats  were  meeting 
when  they  scheduled  the  present 
session)  is  sponsored  by  the  87-mem- 
ber  General  Agreement  on  Tariffs  and 
Trade,  but  open  to  all  nations. 

In  GATT's  last  major  negotiations, 
the  Kennedy  round  of  the  mid-Six- 
ties, tariff  cuts  were  substantial.  But 
it  was  soon  discovered  that  such  re- 
ductions could  be  flouted.  "As  tariffs 
themselves  have  been  negotiated 
downward,  NTBs  have  grown  to  be  a 
more  significant  barrier  to  internation- 
al trade,"  says  Frederick  Dent,  for- 
mer Commerce  Secretary  and  newly 
appointed  head  of  the  U.S.  negotiat- 
ing team. 

So  far,  GATT  has  listed  some  844 
categories  of  nontariff  barriers  that 
will  be  open  to  negotiation.  A  big 
problem  was  just  identifying  them. 
Because  of  their  indirect  effect,  no  one 
knows  how  much   NTBs  cost.   A   re- 


cent catalog  of  nontariff  barriers  af- 
fecting major  exports  fills  four  govern- 
ment volumes  and  took  nearly  three 
years  to  prepare.  But  it  doesn't  even 
attempt  an  estimate  of  their  econom- 
ic impact. 

Import  quotas  are  the  most  restric- 
tive and  visible  nontariff  barriers.  "As 
recently  as  1971,  U.S.  import  quotas 
and  voluntary  export  restraints  nego- 
tiated with  foreign  suppliers  cost 
American  consumers  over  $10  billion 
per  year,"  says  Fred  Bergsten,  a  senior 
fellow  at  the  Brookings  Institution. 

Domestic  subsidies  are  also  an  im- 
portant nontariff  barrier.  A  classic  ex- 
ample is  agriculture.  Both  the  U.S.  and 
the  European  Community  subsidize 
farmers  to  keep  their  income  up.  But 
that  policy  has  its  effect  on  trade.  The 
recently  ended  "Cheese  War"  shows 
what  can  happen.  After  much  pres- 
sure from  the  Department  of  Agricul- 
ture, EC  nations  finally  suspended 
their  policy  of  export  refunds  on  dairy 
products.  That  helps  U.S.  farmers 
compete,  but  it  makes  imported 
cheeses  more  costly  here. 

Government  procurement  policies 
are  another  behind-the-scenes  nontar- 
iff barrier.  Often  they  include  rules 
and  regulations  that  discriminate 
against  foreign  suppliers  not  only  'on 
government  purchases  but  also  on  pri- 
vate purchases,  through  such  tech- 
niques as  "buy  American"  or  "buy 
British"  campaigns. 

Experts  agree  that  NTBs  are  more 


difficult  to  negotiate  than  tariffs. 
"With  tariffs  you  know  what  the  pro- 
tection is,  but  with  nontariff  barriers 
it  is  very  difficult  to  get  your  part- 
ner to  agree  with  you  how  restrictive 
that  barrier  is  or  even  that  there  is  a 
barrier,"'  says  Robeit  Baldwin,  chief 
economist  for  the  U.S.  trade  negotia- 
tors during  the  Kennedy  round.  "What 
one  country  regards  as  a  proper  safe- 
ty or  health  standard,  the  other  coun- 
try sees  as  a  nontariff  barrier, '  adds 
William  Hart  of  the  International 
Trade  Commission. 

There's  an  aspect  of  the  negotiating 
process,  however,  that  makes  things 
even  toucher.  Normally,  when  Con- 
gress authorizes  trade  talks,  the  law- 
makers give  the  negotiator  authority 
to  raise  or  lower  tariffs  within  certain 
limits,  and  off  he  goes  to  the  bargain- 
ing table.  With  nontariH  barriers, 
that's  just  the  beginning. 

In  the  U.S.,  for  example,  any  agree- 
ment that  alters  nontariff  restrictions 
requires  affirmative  congressional  ac- 
tion. The  only  time  the  U.S.  negotiat- 
ed such  a  provision,  Congress— thanks 
to  special-interest  lobbying— welshed 
on  the  deal.  The  lawmakers  insisted  on 
a  special  concession  to  the  chemical 
industry  called  "American  selling 
price,"  which  levies  tariffs  on  a  base 
point  higher  than  the  normal  import 
price.  This  incident  doesn't  helo  the 
current  U.S.  team's  credibility  with  the 
Europeans  and  Japanese. 

On  balance,  economists  saj  Ameri- 
can business  has  more  to  gain  than 
to  lose  from  the  worldwide  reduc- 
tion, elimination  or  harmonization  of 
nontariff  impediments  to  trade.  Given 
Congress'  sensitivity  to  Special  inter- 
ests, however,  this  overall  national 
advantage  may  easily  be  thrown  away. 
Foreigners  like  nothing  better  than  to 
be  able  to  cite  U.S.  hypocrisj  and  in- 
COnsistenC)  .is  an  excuse  lor  raising 
their  own  barriers  to  U.S.  goods.  ■ 


Eggs  Si,  Oeufs  No.  British  farmers  picketed  this  spring  to  oppose  Freiu  h 
egg  imports.  Bilateral  talks  led  to  quotas  that  quelled  that  particular 
protest,  but  such  nontariff  barriers  are  a  growing  threat  to  world  trade 


40 


FORBES,    JUNE    15,    1975 


Servant  Of  The  Sheik 


By  Western  standards,  Mahdi  Tajir  is  an  influence-peddler— and  worse. 

But  Arab  standards  are  not  Western  standards,  and  if  you  want  to  do  business 

in  the  Middle  East,  this  Midas-rich  diplomat-businessman  is  a  handy  man  to  know. 


Even  before  they  found  oil  in  Dubai, 
the  trading  capital  of  the  Persian 
Gulf,  Mahdi  Tajir  had  grown  very 
rich  on  his  trading  in  gold  and  other 
commodities.  Today,  when  this  coast- 
al sheikdom  is  pumping  250,000  bar- 
rels of  oil  a  day,  Tajir  has  beeo*ne 
one  of  the  richest  men  in  the  Middle 
East.  He  may  be  one  of  the  richest 
men  in  the  world. 

We  say  "may  be"  because  in  the 
Middle  East  things  are  seldom  what 
they  seem.  But  Tajir  claims  to  be  one 
of  the  world's  richest  men,  and  his 
claim  counts  for  something. 

"He's  the  Mr.  Fixit  of  Dubai,"  says 
one  Kuwaiti  banker.  "If  you  want 
something  done,  you  just  naturally  go 
to  Mahdi."  Especially  now  that  its 
oil  income  is  running  around  $600 
million  a  year,  a  good  many  people 
do  want  things  done  in  Dubai,  a 
desert  sheikdom  slightly  larger  than 
the  state  of  Rhode  Island.  Some  of 
those  who  have  done  business  with 
Tajir  call  him  Mr.  Five,  Ten  or  Fif- 
teen Percent,  depending  on  the  di- 
mensions of  their  experience  with  him. 

"Nothing  really  happens  in  Dubai," 
says  one  State  Department  official, 
"unless  some  dollars  get  dropped 
on  Mahdi  in  the  process."  "The  mon- 
ey," says  a  businessman,  "isn't  a 
bribe.    It's   a    normal    form    of   doing 


business."  And,  he  adds,  "Nobody 
does  10  cents  worth  of  business  in  Du- 
bai unless  he  shares  it  with  Mahdi." 

Arabs  are  polite  people,  almost  ex- 
cessively so,  and  it  is  not  polite  to 
call  it  bribery.  Every  businessman 
who  has  gotten  established  in  Dubai 
swears  that  such  fees  played  no  part 
at  all  in  his  success;  many  of  them, 
including  the  U.S.'  Chicago  Bridge 
&  Iron  Co.,  deny  that  they  have  even 
heard  of  Mahdi  Tajir.  On  the  other 
hand,  almost  every  businessman  who 
has  failed  in  Dubai  will  swear  that 
Tajir  gets  a  cut  on  every  piece  of 
business  that  goes  through  the  port  of 
Dubai.  This  difference  of  opinion, 
however,  may  be  more  a  matter  of 
definition  than  of  fact. 

That  Mahdi  Tajir  has  gotten  rich 
15  a  matter  of  fact.  How  rich  is  a 
matter  of  opinion.  Tajir  himself  does 
not  blanch  at  reports  that  he's  worth 
at  least  $5  billion— after  all,  rumors 
like  that  never  hurt  any  man's  credit 
rating.  The  multibillion-dollar  figure 
is  almost  certainly  hyperbole.  An 
eminent  London-based  international 
banker  guesses  he's  worth  less  than 
$200  million:  "Nobody  in  the  Middle 
East  is  worth  more  than  $250  mil- 
lion." A  State  Department  officer  al- 
lows as  how  he  could  maybe  believe 
$500   million.   But  a  few   zeroes   one 


way  or  the  other  makes  little  differ- 
ence. Mahdi  Tajir  is  rich,  and  Mahdi 
Tajir  is  powerful. 

"When  they  say  that  I  am  the  rich- 
est man  on  earth,"  Mahdi  Tajir  told 
Fohbes  Senior  Editor  James  Cook  at 
his  seaside  villa  near  Dubai,  "I  say, 
Yes,  1  am.  Not  because  I  have  more 
money  than  others,  but  because  I 
don't  need  to  go  and  beg  people  to 
help  me  get  this  deal  or  help  me  get 
that  contract  or  help  me  buy  this  or 
buy  that.  1  can  assure  you  I  have 
never  bothered  to  know  what  I  have. 

"Your  money  is  the  money  you 
spend.  What  does  it  matter  if  I  have 
a  billion  or  five  billion  or  ten?  What 
matters  is  that  I  don't  need  people 
to  feed  me  or  help  me.  I  need  friends, 
yes.  That  is  the  greatest  wealth  I 
could  have.  But  there  are  people— 
their  money  makes  them.  The  banks 
make  sure  they're  worth  ten  million 
before  they  lend  them  one  million. 
Not  me.  I  am  not  one  they  give  credit 
to  because  1  have  money.  I  get  the 
credit  because  I  am  Mahdi  Tajir.  If 
I  tell  a  bank  I  want  this  much, 
they'll  give  me  whatever  I  want  in 
half  an  hour." 

Certainly  Mahdi  Tajir— his  name 
rhymes  with  Natty  Badger— has  grad- 
ually adopted  the  lifestyle  of  the  very 
rich  and  in  recent  months  has  even 
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be<  aken  by  their  fondness  for 

publicity.     In     January     he     grabbed 

ies  in  Britain  and  even  the  U.S. 

by    spending    $1.2    million    for    250- 

tr-old  Mereworth  Castle  in  Kent, 
locale  of  the  James  Bond  film  Casino 
Royale— not,  as  he  explains,  as  a  resi- 
dence, but  as  a  place  to  hang  his  ex- 
tensive  collection  of  paintings.  Tajir 
already  has  a  London  residence— a 
Regency  mansion  in  Rutland  Gate— as 
well  as  a  country  house  in  Surrey,  a 
town  house  in  Paris  and  that  villa 
at  Jumeira  on  the  outskirts  of  Dubai, 
next  door  to  the  sheik's  guest  palace. 
He's  an  avid  collector  of  pearls,  and 
his  Oriental  rug  collection,  valued  at 
over  $120  million,  is  said  to  be  one  of 
the  finest  in  the  world.  Tajir  is  a  rath- 
er austere-looking  man,  with  dark 
eyes  and  a  blunt-edged  voice  capable 
of  unexpected  shrillness,  and  he 
changes  moods,  manners  and  person- 
alities as  easily  as  he  exchanges  his 
impeccably  tailored  Savile  Row  suits 
for  the  traditional  dishdasha,  ugal 
and  ghatra  of  bedouin  Dubai. 

At  42,  Mohamed  Mahdi  Al-Tajir 
is  of  a  rather  different  mold  than  most 
of  the  handful  of  other  very  rich  men 
the  Arab  world  has  created  in  recent 
years— Adnan  M.  Kashoggi,  for  in- 
stance, or  Bin  Mahfuz  of  Jiddah's  Na- 
tional Commercial  Bank.  Unlike  them, 
Tajir  is  not  simply  a  businessman.  He 
straddles  the  worlds  of  business  and 
government.  He  is  an  official  of  the 
Dubai  and  United  Arab  Emirates  gov- 
ernment, with  both  domestic  and 
international  responsibilities.  He  is,  for 
one  thing,  ambassador  to  London  and 
Western  Europe  from  the  United 
Arab  Emirates.  This  job  carries  con- 
siderable clout,  because  the  U.A.E., 
a  loose  federation  of  seven  desert 
sheikdoms,  is  dominated  by  Abu  Dha- 
bi, which  is  one  of  the  world's  half 
dozen  or  so  largest  oil  producers,  and 
by  Dubai,  Tajir's  home  base,  which 
was  a  flourishing  trading  center  long 
before  oil  was  discovered  in  1966. 

If  there  were  laws  against  conflict 
of  interest  in  Dubai,  Tajir  could  not 
function  as  he  does.  In  Dubai,  Tajir 
is  head  of  the  Office  of  the  Ruler,  the 
administrative  office  of  the  govern- 
ment. He  is  Director  of  Petroleum 
Affairs,  and  he  is  also  the  financial 
adviser  to  the  sheik,  Rashid  bin  Said 
Al-Maktoum,  whom  he  made  rich 
even  before  Dubai  discovered  oil.  In 
addition,  Tajir  is  a  financial  adviser 
to  Sheik  Zayed,  who  is  ruler  of  Abu 
Dhabi,  president  of  the  Emirates, 
and  the  real  power  in  the  U.A.E. 
federation.  Above  all,  Mahdi  Tajir  is 
the  principal  means  whereby  the 
U.A.E.  and  Sheik  Zayed  make  their 
presence  felt  in  the  outside  world. 
Tajir  provides  the  links  between  Du- 
bai  and   the  other  Emirates   and   be- 


tween the  Emirates  and  the  rest  of 
the  world— with  Britain,  especially, 
with  whom  the  Emirates  have  had 
close  political  and  economic  ties  for 
nearly  a  century. 

Outsiders  sometimes  mistakenly 
identify  Mahdi  Tajir  with  the  petty 
political  grafters  and  influence  ped- 
dlers who  swarm  in  the  U.S.  or  even 
with  the  predatory  politicians  of  Latin 
America's  banana  republics.  Yet  this 
is  to  grossly  misunderstand  both  Tajir 
and  the  role  he  plays  in  the  business 


\\ 


culture  of  the  Emirates.  He's  a  com- 
mission agent,  basically.  He  gets  paid 
for  getting  things  done.  "It's  hard  to 
see  what  he  adds  to  the  equation," 
one  skeptic  observes,  "except  to  see 
that  the  deal  goes  through."  But  that, 
of  course,  is  everything. 

The  truth  is  that  doing  business  in 
the  Arab  world  is  different  from  doing 
business  in  the  West.  "You  want  to 
do  business  in  any  country,"  one  busi- 
nessman explains,  "and  you  need 
some  point  of  contact.  In  Europe, 
there  are  institutions  to  open  up  the 
business  community  to  you.  You  can 
call  on  your  banking  connections  or 
the  chambers  of  commerce,  or  your 
clubs  or  other  social  connections.  In 
the  Middle  East,  the  pattern  is  dif- 
ferent, but  the  procedure  for  gaining 
access  to  the  business  community  is 
no  less  institutionalized.  There  are 
Mahdi  Tajirs  instead.  And  so  if  you 
have  to  pay  a  fee  or  a  commission 
in  older  to  make  a  deal  or  meet  cer- 
tain people,  you  are  getting  some- 
thing for  your  money— something  you 
couldn't  have  gotten  otherwise  When 
Mahdi's  on  your  side,  things' happen." 

In  the  more  or  less  absolute   n 

archies  of  the  Arab  world,  the  dis- 
tinctions between  the  government  and 
the  ruler  disappear.  In  Dubai,  Sheik 
Rashid  is  the  government.  And  the 
distinction  between  the  sheik  and  liis 
servants  sometimes  disappears  as  well. 
As  the  servant  of  the  sheik,  Mahdi 
Tajir  is  always  about  his  master's  busi- 
ness. And  if  that  involves  collecting 
fees,  so  be  it. 

"I  am  perhaps  the  only  one  in  the 
Arab  world  who  works  in  the  open," 
Tajir  says.  "I  am  an  employee  of  the 


ruler.  Sheik  Rashid  knows  of  every- 
thing I  have,  and  that's  what  counts. 
He  knows  I  am  a  businessman.  Join- 
ing his  service  does  not  necessarily 
mean  I  have  to  stop  doing  business." 

Country  Of  The  Blind 

Tajir— the  name  itself  means  "trad- 
er"—comes  from  Bahrain,  the  son  of 
an  old  and  probably  originally  Iranian 
family.  "It's  true  I  come  from  quite  a 
wealthy  family,  but  the  fortune  which 
I  have  made  is  my  personal  fortune," 
he  says  proudly.  "I  made  it.  I  made  it 
through  doing  business." 

Like  the  sons  of  other  prosperous 
Bahraini  families,  Tajir  was  educated 
in  England— at  the  Preston  Grammar 
School  in  Lancashire.  In  1956,  when 
he  was  23,  he  went  to  Dubai  to  work 
as  a  customs  clerk  for  Gray  Macken- 
zie, a  subsidiary  of  Britain's  Inchcape 
&  Co.,  which  had  the  contract  to 
manage  the  port.  "I  was  an  expert  on 
customs  and  ports,"  Tajir  says,  "and  I 
reorganized  the  customs  and  the  port 
and  helped  establish  other  government 
departments.  Thank  God,  things  were 
on  their  way  in  Dubai,  and  I  was  lucky 
just  to  see  things  develop." 

In  those  days,  Dubai  was  drowsing 
on  the  edge  of  the  nomadic  society 
of  the  Bedouins,  but  Tajir  was  wide 
awake,  well  educated  and  alert  to  op- 
portunities. There's  a  story  that  he 
showed  Sheik  Rashid  the  first  wrist- 
watch  he  had  ever  seen,  gave  the 
sheik  the  watch  off  his  arm,  and  be- 
came a  trusted  adviser— so  trusted  that 
ever  after  he  was  treated  like  one  of 
the  family.  Charming,  sophisticated, 
worldly,  he  won  the  admiration  of  the 
sheik's  three  sons— all  of  whom  now 
hold  key  posts  in  the  Dubai  govern- 
ment—and through  them  came  to  ex- 
ercise his  influence  over  the  sheik, 
their  father. 

Sheik  Rashid  was  eager  to  turn 
Dubai  into  something  of  an  interna- 
tional free  port,  and  Mahdi  Tajir 
played  a  major  role  in  helping  him  to 
do  so.  He  kept  tariffs  low  and  did 
everything  possible  to  encourage  busi- 
ness. Latei  lie  encouraged  the  devel 
opmenl  ol  Dubai's  oil  industry,  work 
ing  out  accommodations  on  price  and 
ownership,  lor  example,  that   benefit 

the  producers  and  the  sheik  alike.  l)n 
bai  prospered,  and  so  did  Slieik  Hash 
id  and  his  servant  Mahdi  Tajii . 

Until  oil  was  discovered  in  the  mid 
Sixties,    the   gold   trade   was   the   back 

bone   of    Dubai's   commerce.    Neigh 

boring  India  had  an  ins.il  iable  and 
illegal  desiie  lor  gold,  and  Dubai  and 
Mahdi  Tajil   helped  satisfy  it.  The  ecu 

nomics  were  elemental.   You   bought 

gold  at  $35  an  ounce  in  London, 
smuggled  it  into  India,  and  sold  it 
foi    $70  and    $100  an  OUT*  6 

"I  have  made  fortunes  limn  die  cold 
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The 
Humana 

Dimension. 

We're  broadening  the  traditional  goals  of 
patient  care,  by  using  the  tools  of  private  enterprise 
to  build,  own  and  manage  hospitals  that  run 
at  a  profit. 


Humana  is  working  to  provide  not  only  what 
is  medically  important  to  the  patient  from  the  physician's 
standpoint,  but  also  that  which  is  important  from  the  pa- 
tient's point  of  view.  For  instance,  through  research,  we 
have  identified  the  major  sources  of  patient  anxiety  and 
we  are  developing  hospital  procedures  to  minimize  these 
anxieties  and  increase  the  patient's  comfort  and  sense  of 
well  being. 

The  key  to  Humana's  innovative  approaches  to 
providing  hospital  services  is  private  enterprise.  By  applying 
sound  business  practices  and  the  most  advanced  manage- 
ment techniques,  Humana  is  solving  the  biggest  problem 
facing  hospitals- increasing  costs  compounded  by  declin- 
ing labor  productivity. 


We  have  dramatically  increased  productivity  in 
our  hospitals  and  have  controlled  escalating  costs.  Humana 
hospitals  are  able  to  run  at  a  profit  that  gives  us  the  invest- 
ment attractiveness  to  provide  the  capital  formation  to  build 
new  hospitals. 

What  we're  accomplishing  is  of  great  impor- 
tance to  the  future  of  our  country's  hospital  services.  The 
price  tag  for  replacing  worn-out  hospitals  and  building  new 
needed  ones  cannot  be  met  by  traditional  means.  Humana 
represents  a  new  and  important  resource  that  will  play  a 
vital  role  in  providing  the  quality  and  quantity  of  hospital 
services  we  all  want.  Humana  Inc.,  One  Riverfront  Plaza, 
Louisville,  Kentucky. 
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Save  where  its 

convenient. 

At  the  newXerox 

4500  copier. 

If  you're  like  most  people  in  business,  you're  interested  in 
saving.  Especially  today.  So  our  new  Xerox  4500  copier  ought 
to  interest  you. 

Because  that's  exactly  what  it  does.  It  saves.  With  three 
features  you  just  can't  find  in  any  other  copier. 

First,  the  4500  copier  isn't  just  one  of  your  ordinary  every- 
day copiers.  This  one  also  copies  on  both  sides  of  the  same  piece 
of  paper,  automatically.  So  naturally  it  saves  paper.  And  that 
saves  mailing  costs.  Not  to  mention  saving  filing  space. 

Then  there's  the  built-in  sorter.  This  little  penny  pincher 
collects  all  the  copies  and  puts  them  together  in  order,  in  just 
seconds.  Saving  time.  And  energy.  And  aggravation. 

It  even  has  another  time-saving  device  that  takes  out  the 
old  original  and  makes  room  for  the  new  one. 

All  this  saving— conveniently  located  right  in  your  own 
office. 

The  Xerox  4500  copier.  It's  a  copier  you  can  bank  on. 

XEROX 


XEROX*  and  4500  arc  trademarks  of  XEROX  CORPORATION. 
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1974.  A  good  year 
for  Eastdil  clients 

Despite  the  depressed  market  during  1974,  Eastdil  Realty  had  a 
record  year  serving  its  clients.  And  so  far,  1975  looks  even  better. 


HOW  DO  WE  DO  IT? 

Integrated  Structure. 

Through  a  unique  combination  of  inter- 
connected services  and  expertise  which 
only  EASTDIL  can  offer: 

■  Advisory  Service 

■  Equity  Placement 

■  Debt  Financing 

■  Credit  Financing 

■  International  Division 

■  Health  Care  Funding 

■  Asset  Management 

Each  service  branch  is  strengthened  by 
access  to  the  combined  experience  and 
information  of  the  total  company— 
EASTDIL  is  a  team 

Flexibility. 

As  real  estate  investment  bankers,  Eastdil 
serves  its  clients'  needs  by  being  respon- 
sive to  market  conditions.  Eastdil  is  close 
to  major  sources  of  capital  and  takes 
advantage  of  new  opportunities  as  they 
appear.  We  counsel  our  clients  on  adjust- 
ments to  their  financial  programs  in 
response  to  shifting  economic  patterns. 

Proof  of  the  effectiveness  of  Eastdil 
may  be  seen  in  a  partial  summary  of 
business  completed  in  1975: 

EASTDIL  REALTY  was  financial  advisor  to 
a  major  hotel  corporation  in  the  sale  of 
a  50%  equity  interest  in  six  hotels  to  a 
major  insurance  company  for  $65,950,000. 

EASTDIL  REALTY  acted  as  advisor  to  a 
major  shopping  center  developer  in  the 
sale  of  a  50%  equity  interest  in  a 
regional  shopping  center  for  $6  million 
to  an  institutional  investor. 


EASTDIL  REALTY  is  currently  completing 
over  $600  million  of  debt  and  equity 
private  placement. 

EASTDIL  FINANCIAL  ADVISORY  SERVICE 
just  completed  an  evaluation  of  $1 .6  billion 
of  assets  for  two  major  real  estate  port- 
folios considering  merger. 

EASTDIL  CREDIT  acted  as  financial  advisor  to 
a  major  bank  in  the  sale  of  its  banking  facility 
to  a  pension  fund  for  S32.5  million. 

EASTDIL  CREDIT  arranged  a  $5  million 
sale-leaseback  transaction  for  a  major 
food  chain. 

EASTDIL  HEALTH  CARE  FUNDING  is 
currently  completing  over  $220  million  in 
hospital  financing. 

EASTDILS  ASSET  MANAGEMENT 
division,  which  currently  supervises  a 
$200  million  portfolio  of  real  estate  invest- 
ments, was  recently  authorized  to  evaluate 
and  make  recommendations  on  a  real  estate 
portfolio  aggregating  $1 70  million. 

EASTDIL  INTERNATIONAL.  Eastdil's 
international  effort  has  been  responsible 
for  major  foreign  capital  infusion  in  U.S. 
real  estate. 

EASTDILFUND  has  substantially  increased 
its  capital  base  for  investment  in  real  estate. 

For  further  information,  please  call  or  write 
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business,"  Tajir  says.  "As  far  as  we're 
concerned,  it's  legal.  As  far  as  the  In- 
dians are  concerned,  it's  illegal.  The 
turnover  is  quite  big,  and  we  have 
made  a  lot  of  money." 

"He  was  getting  rich  in  two  ways," 
says  one  American  who  knew  him  in 
those  days.  "There  he  was  making 
deals  on  his  own  with  the  boys  in  the 
back  room,  and  when  they  tried  to 
sail  out  of  the  port,  he  was  standing 
there  as  the  customs  inspector  with 
his  hand  out." 

In  building  his  fortune,  Tajir  was 
free  of  the  burden  of  income  taxes 
and  later,  of  course,  he  had  the  com- 
forting cloak  of  diplomatic  immunity. 
He  insists,  however,  that  he  did  not 
use  his  political  position  to  get  a  di- 
rect piece  of  the  oil  money.  "There 
are  people  who  say  I  take  a  piece  or 
the  oil  concessions  in  this  part  of  the 
world.  That's  not  true.  I  do  business 
in  almost  every  part  of  the  world  ex- 
cept in  the  U.A.E.  I  don't  do  business 
here.  My  business  is  everywhere  else. 

"Sheik  Rashid  was  to  me  very  gen- 
erous and  very  helpful,  not  by  giving 
me  cash  or  a  bite  of  the  states  oil 
stake.  No.  But  because  I  am  in  Sheik 
Rashid's  service,  the  banks  and  com- 
panies all  over  the  world  help  me 
i  lot.  \I\  relationship  with  Sheik 
Rashid  helps  me  in  getting  cash  From 
the  banks  when  I  want  it.  How  many 
business  deals  have  I  made  because 
I  can  raise  the  cash?  And  how  man) 
people  fail  to  get  them  because  the) 
can't  raise  the  cash? 

"I  !>ny  shares  in  oil  companies,  I  i 
jir  goes  on.  "I  !>n\  shares  in  mining 
companies,  just  like  any  businessman 
does.  I  d<i.  I  invest  in  mining,  in  prop- 
erty, in  oil,  in  stones— diamonds,  tli.it 
is.  That's  all.  I  don't  like  Bxed-interesl 
securities.  It's  like  putting  your  mon- 
ey in  the  bank.  The  fun  is  in  taking  a 
risk.  It's  good  to  go  to  an  African  conn 
lr\  and  not  only  make  money  out  ol 
a  new  venture,  but  to  contribute  to 
the  country.  There  is  the  nice  taste 
ol  business  — where  \  on  imest  yoill 
mone)  and  you  play  your  part  in  the 
welfare  <>l  the  pla 

Tajil  K'lnses,  howe\  el.  In  div  uss  in 
,m\     detail    what    businesses    he    owns 

m    operates.    Me   dues   have  one  did 

and  very  lucrative  business  at  home, 
tlii-  Carrier  distributorship  in  Dubai 
Al  Tajii  \n  <  Conditioning  <\  Refi  ig 
eration  Co.  I  no  mean  franchise  in  a 
countr)  whose  midda)  summei  tem 
perature  averages  I  I''  F.  I ,  And  he 
is  said  to  own  a  travel  agenc)  in  Du- 
bai, a  car-rental  si  i\  ice  in  1  .ondon 
that    meets   \  isitin.u  sheiks   with   Cadi! 

laCS    al     the    I don    anpoil.     \o    deal 

is  loo  big,  oi   loo  small. 

I  lis    business    Ii.iiis.m  lions    air    geil 

ii. ill\    written  in  sand.   Formal  ■> 
incuts  are  a   i  <  I  .i  1 1  \  el)    ir<  rnl   d<\  'lop 
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merit  in  the  Arab  world  anyway,  and 
for  reasons  of  tradition  if  not  pru- 
dence, Tajir  prefers  to  fix  them  with 
a  protestation  of  honor  and  integrity, 
a  handshake  and  a  promise  of  trust 
and  devotion.  Does  he  keep  his  word? 
In  general,  yes.  But  warns  one  busi- 
nessman who  knows  him:  "Be  sine 
you  understand  by  the  deal  the  same 
thing  that  he  does." 

"If  I  do  not  tell  you  what  I  invest 
my  money  in,"  Tajir  says,  and  of 
course  he  will  not,  "you  may  think  I 
have  secrets.  I  can  assure  you  I  have 
no  secrets.  If  I  don't  mention  it,  it's 
because  I  don't  like  to.  Don't  want 
to.  But  it  is  no  secret  at  all." 

An  Open  Book? 

Everybody  in  the  Middle  East  who 
thinks  about  such  things  believes  that 
Tajir  controls  Richard  Costain,  Ltd., 
the  big  British  engineering  and  con- 
struction firm.  If  you  wanted  to  make 
a  big  impact— political  as  well  as 
economic— on  Dubai  or  Abu  Dhabi, 
Egypt  or  Iran— what  better  vehicle 
than  an  engineering  and  construction 
firm  that  spreads  money  and  lots  of  it 
throughout  an  economy?  Costain's 
has  done  exactly  that  in  Dubai,  some- 
times on  its  own,  sometimes  in  part- 
nership with  Taylor  Woodrow,  anoth- 
er big  British  construction  firm,  and 
with  Sir  William  Halcrow  &  Partners, 
consulting  engineers.  With  Tajir's  ap- 
proval as  head  of  the  Office  of  the 
Kulcr,  Costain's,  for  example,  got  the 
$20-million  contract  for  the  tunnel 
under  the  Dubai  creek,  it  got  the 
$200-million  contract  for  the  poit 
Sheik  Zayed  built  at  Abu  Dhabi,  it 
got  the  contract  for  the  $225-million 
dry  dock  Dubai  is  building  in  the 
Gulf.  More  recently,  it  won  the  $(S0- 
million  contract  to  build  the  first  of 
Bve  tunnels  under  the  Suez  Canal 
in   Egypt. 

In  all  this,  nearly  everyone  sees  the 
fine  Bahraini  hand  of  Mahdi  Tajir— 
people  in  the  State  Department,  peo- 
ple in  the  banking  community  in 
("neat  Britain,  people  in  the  business 
community  in  Dubai.  But  Mahdi  Tajir 
has  never  yet  surfaced  as  owner  of 
any  interest  in  Costain  whatsoever. 

The  man  who  has  is  another  Dubai 
businessman,  Mohamed  Al-Fayed, 
whom  everybody  believes  is  Mahdi 
Tajir's  front  man  and  is  his  newly  ap- 
pointed representative  on  the  boards 
of  Costain  and  Lonrho,  which  ac- 
quired Fayed's  holdings  in  Costain 
last  March.  As  he  did  in  the  gold 
trade.  Tajir'  cuts  himself  in  at  both 
ends— through  his  commissions  on  the 
construction  contracts  Costain  wins 
and  through  his  investment  in  the  con- 
struction company  itself.  Costain's 
Dubai  dry-dock  contract,  for  instance, 
reported!)   yielded  a  ■SSO-million  com- 
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stain's  Suez  contract,  it  is 

ins    From    Tajir's    partnership 

h    Ashraf   Marawan,   close   adviser 

sident  Sadat.  Is  all  this  a  tissue 

supposition?  All  that  can  be  said  is 
that  many  people  believe  it  to  be  true, 
and  it  is  consistent  with  Tajir's  pre- 
vious pattern  of  behavior. 

"M  ihdi's  (-merging  as  the  most  pow- 
er!'  individual  in  the  Middle 
one  diplomat  observes,  "not 
because  of  his  wealth  per  se,  but  be- 
cause of  how  he  uses  it." 

Even  more  intriguing  is  Tajir's  ru- 
mored relationship  with  Boeing.  "Ev- 
erybody  who  needs  to  know  knows 
he  is  a  sales  agent  for  Boeing,"  is  the 
way  one  competitor  puts  it,  "though 
Boeing  will  deny  it."  And  Boeing  does: 
"Mr.  Tajir  does  not  serve  nor  has  he 
ever  served  as  sales  agent  for  Boeing." 
One  thing  is  certain:  Last  December 
Syria  did  buy  over  $100  million  worth 
of  Boeing  jets.  Abu  Dhabi  financed 
the  purchase  through  a  gift,  and  Tajir 
was  said  to  have  negotiated  the  deal. 
"I  don't  know  what  Mahdi  got  out  of 
it,"  says  one  State  Department  official. 
"But  I'd  be  willing  to  bet  he  got  some- 
thing." The  word  is  he  got  an  unusu- 
ally high  15%— $22  million— as  against 
the  5%  that  Adnan  Kashoggi,  for  in- 
stance, got  on  an  $850-million  North- 
rop contract  with  Saudi  Arabia.  And 
last   month   Egyptair  closed  a  similar 

As  An  Arab  Sees  It  = 

Mahdi  Tajir  has  one  foot  in  the  West, 
one  in  the  East.  Here's  how  things 
look  from  that  vantage  point: 

On  U.S.  Middle  East  policy.  I  don't 
believe  that  the  American  Govern- 
ment wants  peace  in  the  Middle  East. 
When  I  find  Israel  depending  entire- 
ly on  the  U.S.,  I  cannot  accept  what 
the  American  says— that  we  have  ad- 
vised Israel  to  take  this  road,  but  Is 
rael  insists  on  taking  that.  Israel  is 
only  a  tool  used  by  the  Americans.  I 
am  afraid  sooner  or  later  American 
policy  is  going  to  affect  American 
business.  Why  should  we  put  our  mon- 
ey in  American  banks  when  we  know 
our  money  goes  indirectly  to  Israel? 
We  should  not  do  it. 

On  Arab  unity:  The  will  ol  the 
Arabs  without  any  doubt  is  for  an 
Arab  unity.  From  Morocco  to  Mus- 
cat, you  have  people  speaking  the 
same  language,  worshipping  the  same 
god.  I  think  the  Arabs  should  come 
to  the  world  with  an  Arab  dinar  and 
solve  the  economic  crisis  in  the  West. 
No  one  would  doubt  the  strength  of 
an  Aral)  dinar,  with  the  huge  oil  re- 
serves we  have.  We  should  work  as 
one  nation,  get  to  know  each  other,  of- 
fer the  world  the  Arab  dinar,  Arab  oil. 


deal  for  $60  million  worth  of  Boeing 
jets,  also  financed  by  Abu  Dhabi. 

The  one  investment  Mahdi  Tajir 
will  talk  about  is  the  one  he  has  not 
yet  made— a  widely  publicized  bid  to 
buy  a  raft  of  British  and  European 
gasoline  stations,  set  up  an  Arab  mar- 
keting organization,  and  sell  gaso- 
line at  prices  significantly  lower  than 
the  big  oil  companies  do.  "I  am  sure 
we  could  sell  that  oil  cheaper,"  he 
says,  "because  we  are  not  going  to 
make  the  fat  profit  the  oil  companies 
do.  I  will  depend  on  the  huge  turn- 
over making  the  small  profit  large,  but 
that  suits  me.  If  the  oil  companies  are 
going  to  continue  in  business,  they 
have  to  be  more  fair  to  the  people.  I 
think  we  have  a  right  to  tell  the  peo- 
ple in  the  Free  World  that  the  Arab 
producers  are  not  as  greedy  as  people 
think."  Oilmen  will  believe  all  this 
when  they  see  it.  They  are  betting  the 
whole  gasoline  ploy  is  simply  part  of 
Tajir's  new  love  for  the  limelight. 

You  miss  the  most  important  ele- 
ment in  Tajir's  behavior  if  you  identify 
him  with  the  Western  wheeler-dealer 
or  even  the  conventional  Five  Percent- 
er. If  you  want  closer  analogies,  you 
should  turn  to  something  like  the  in- 
tense, closely  knit  family  culture  of  the 
Sicilians.  The  center  of  Tajir's  life— as 
it  is  for  most  Arabs— is  his  family:  his 
blood    relatives,    eight    brothers,    fixe 


the  Arab  culture.  This  is  what  counts. 

On  the  oil  surplus:  There  is  no  sur- 
plus of  oil.  If  you  want  to  produce 
what  is  under  the  ground  in  ten  years, 
that  doesn't  mean  you  have  a  surplus. 
It  means  you  are  wasting  it.  The  pro- 
ducers should  cut  back  production, 
not  prices.  I  think  this  is  a  verx  pre- 
cious commodity  which  should  not  be 
wasted  on  roads  or  even  heating 
homes.  It  is  in  everybody's  interest  to 
see  that  his  great-grandson  will  get 
the  oil. 

On  dealing  with  Jewish  firms:  I 
have  many  Jewish  friends  in  business, 
and  I  have  no  intention  at  all  to  stop 
doing  business  with  them.  But  I  am 
not  doing  business  nor  will  I  do  any 
Business  with  a  Jew  or  Christian  or 
Moslem  who  has  anything  to  do  with 
Israel's  w  ar  feats. 

On  paying  taxes:  I  have  nothing 
against  taxes.  I  wish  we  wen  taxed  in 
this  pait  of  the  world.  It  would  teach 
us  some  sort  ol  discipline.  Without 
such  a  lax  the  rich  man  gets  richer, 
but  the  poor  man  doesn't  gel  richer. 
In  the  Free  World,  you  can  see  that, 
in  spite  ol  the  heav  v  taxes,  nunc  and 
more  people  are  Becoming  w  call  hv 


sons,  50  cousins,  a  daughter  and  the 
extended  family  that  works  and  lives 
with  him  in  his  x'arious  enterprises. 

"For  me,  family  matters  come  first," 
he  says.  "We  have  quite  a  sizable 
family.  We  live  together.  We  don't 
live  together  to  make  more  money.  We 
use  business  as  a  means  to  make  us 
live  together.  I  belong  to  quite  an  old 
family,  which  is  quite  unusual,  be- 
cause wealthy  families  in  this  part  of 
the  world  are  not  organized  to  live 
very  long.  Businesses  here  are  family 
businesses.  They  are  not  organized  on 
company  charters  or  organizational 
principles.  They  are  run  on  good  faith, 
trust  and  love.  That's  all.  So  when 
you  run  your  business  on  the  basis 
that  he's  my  brother,  he's  my  cousin, 
he's  my  father,  he's  my  son,  you  are 
not  really  running  a  business." 

"Unfortunately,"  says  a  shrewd 
Western  observer,  "the  corollary  to 
this  family  loyalty  is  that  it  is  perfect- 
ly all  right  to  screw  everybody  outside 
the  family." 

To  Tajir,  business  is  not  just  a  wax 
of  making  money.  It  is  an  art  form. 
"I  don't  know  what  may  happen  after 
me— my  sons— the  modern  way  of  fix- 
ing in  the  West  may  affect  them,"  Ta- 
jir goes  on.  "But  if  they  think  that  I 
am  going  to  hand  the  business  over 
to  them,  they  are  thinking  wrong 
They  xvill  have  to  work  for  the  busi- 
ness. I  never  waited  for  my  father  to 
die  to  inherit  things.  Business  is  an 
art,  and  it  should  be  handled  by  some 
one  who  appreciates  it— if  not  by  m\ 
children,  by  my  cousin,  my  brother  or 
whoever  is  capable." 

How  does  Tajir  viexv  himself  ami 
his  role  in  the  world? 

"Sir,  my  first  responsibility  is  to  my- 
self. This  is  what  I  believe  in.  This  is 
my  life.  I'm  not  going  to  come  back 
again,  so  Id  better  enjoy  every  damn 
moment.  My  first  cause,  my  first  re- 
sponsibility is  myself.  If  it  is  my  pleas- 
ure to  stay  in  Dubai,  I  do,  and  I  would 
be  lying  to  myself  and  then  to  mx  Boss 
if  I  say  I  am  in  DuBai  just  Because 
I  love  to  serve  DuBai  or  to  serve  Sheik 
Rashid.   No,  I  am  in  DuBai  Because   I 

.mi  happj  in  I  hibai  I'll  go  to  London 

because  I  love  going  to  London.  Don't 
think  I  ever  go  anywhere  Because  I 
have  to  Be  there.  Not  at  all.  I  don  I 
have  to  run  altei  things  as  it  I  am 
starving  for  lack  ol  them.  I  have 
enough  authority,  1  don't  have  to  run 
alter    authority.    I    haxe    enough    inllu 

ence,   I   don't    have   to   run   aftei    in 

fluence.  I  have  enough  moiiev  1  have 
enough  to  cat 

"There  is  no  power  on  earth  that 
could  propel  me  where  I  don't  like  oi 
love.    I    am    not    at    all    a    slave    to   anv 

bod)  and  ol  course  not  to  mj  monej 

I  made  the  nionex .  it  didn't   make  m< 

I'm  a  Free  man."  ■ 
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Carrot-and-stick  motivation  went  out 
with  the  gray  flannel  suit. 


Drawing  by  Weber;  ©  1973,  The  New  Yorker  Magazine,  Inc. 


In  the  office  in  which  I  work  there 
are  five  people  of  whom  I  am  afraid- 
Each  of  these  five  people  is  afraid  of 
four  people  (excluding  overlaps),  for 
a  total  of  20,  and  each  of  these  20 
people  is  afraid  of  six  people,  making 
a  total  of  120  people  who  are  feared 
by  at  least  one  person.  Each  of  these 
120  people  is  afraid  of  the  other  119, 
and  all  of  these  145  people  are  afraid 
of  the  12  men  at  the  top  who  helped 
found  and  build  the  company.  .  .  . 

That's  Bob  Slocum  talking,  a  rising 
young  executive  in  Joseph  Heller's 
new  novel,  Something  Happened. 
Slocum  is  on  his  way  to  replacing  his 
boss— and  erstwhile  good  friend— be- 
cause, as  he  puts  it,  he's  more  skilled 
in  "being  able  to  decipher  what .  .  . 
my  betters  expect  of  me  and  the  sub- 
tle theatrical  instinct  for  letting  them 
observe  they  are  getting  it." 

Is  Heller's  Slocum— a  composite  of 
executives  the  author  met  years  ago 
—true  to.  life?  Is  fear  still  the  best 
motivator  of  men?  Does  he  who  toad- 
ies best  finish  first?  (For  Heller's  own 
views,  sec  box,  p.  58.) 

"No,  no,"  scream  the  new  manage- 
ment messiahs,  who  in  recent  years 
have  advanced  new  management  ap- 
proaches—variously called  manage- 
ment by  objectives  (MBO),  team- 
building,  organizational  development, 
etc.— that  have  been  at  least  tried  by 
virtually  every  major  U.S.  corporation 
plus  many  minor  ones. 

All  the  new  approaches  are  benev- 
olent—and popular.  It  is  now  nearly 
universally  assumed  that  Harold  Ge- 
legendary     chew-'em-up-and- 


spit-'em-out  style  is  passe. 

Slocum:  People  in  the  company  .  .  . 
avoid  quarreling  with  each  other 
openly.  It  is  considered  7nuch  better 
form  to  wage  our  battles  sneakily 
behind  each  other's  back  than  to  con- 
front each  other  directly.  .  .  . 

The  solution  to  that  kind  of  thing, 
says  TRW's  director  of  industrial  rela- 
tions, Sheldon  Davis,  is  "team  build- 
ing." Job-related  problems  are  dis- 
cussed openly  by  groups  of  executives 
who  work  together  regularly.  Davis 
says:  "If  trust  is  increased  only  5%, 
productivity  goes  up  much  more  than 
that." 

Slocum:  Most  of  the  work  we  do  in 
my  department  is,  in  the  long  run, 
trivial .  .  .  I  can  no  longer  change  my 
environment  or  even  disturb  it  serious- 
ly. They  would  simply  fire  and  forget 
me  as  soon  as  I  tried. 

What  Slocum  needs,  say  the  ex- 
perts, is  a  quick  fix  of  managment  by 
objectives,  one  of  the  most  prevalent 
of  the  new  management  approaches. 
That  is,  the  executive  who  must  pro- 
duce the  results  helps  determine  what 
those  results  should  be. 

Larry  E.  Grenier,  professor  of  or- 
ganizational behavior  at  the  Univer- 
sity of  Southern  California,  reports 
that  some  middle-level  executives 
helped  to  design  several  of  Procter  & 
Gamble's  recent  plants. 

UCLA's  Senior  Lecturer  in  Beha- 
vioral Science  Warren  Schmidt  says: 
"When    executives    just   follow   orders 


from  an  autocratic  boss,  they  push  re- 
sponsibility upward;  the  boss  feels 
increasingly  greater  stress,  and  the 
people  further  down  are  less  satis- 
fied because  they  don't  have  enough 
responsibility." 

Slocum:  7  get  the  ivillies  when  I 
see  closed  doors  .  .  .  [I]  dread  that 
something  horrible  is  happening  be- 
hind it,  something  that  is  going  to  af- 
fect me  adversely. 

The  prescribed  cure  is  corporate 
"openness."  Edward  Lawler,  director 
of  the  University  of  Michigan's  Insti- 
tute for  Social  Research  and  a  con- 
sultant for  General  Foods  and  TRW, 
among  others,  would  go  as  far  as  mak- 
ing salaries  public.  He  says:  "For  an 
executive,  pay  is  a  measure  of  the  es- 
teem in  which  the  corporation  holds 
him.  When  pay  is  secret,  it  has  no 
recognition  or  reward  value."  He  also 
feels  executives  should  allocate  sala- 
ries  among   themselves   from   a   pool. 

Lawler  would  also  curb  bosses'  per- 
quisites—bigger offices,  closer  parking 
space.  "They  all  say  to  the  subordi- 
nate, this  guy  has  more  power,  so  you 
better  be  subordinate." 

Jack  Green,  one  of  the  men  Slocum 
reports  to,  hit  him  with  this:  I  ahvays 
icant  to  be  sure  you  know  you  have 
to  grovel  every  time  I  want  you  to. 

"It's  nonsense  to  think  you  can  make 
people  more  productive  by  scaring  the 
hell  out  of  them,"  says  George  Tram- 
mell,  corporate  behavioral  scientist 
consultant  for  Sun  Oil.  "Motivation 
isn't  something  you  do  to  people."  Or 
at  least,  not  for  very  long. 

Harry  Levinson,  a  psychologist  who 
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has  the  stafl  of  the  Menninger 

indation,     the     Harvard     Business 

id    MIT,   cites    examples   ol 

hard-nosed  management  works 

-but  only  for  a  while:  "The  railroads 

are  a  major  current  example  of  people 


Bye,  Bye, 
Captain  Bligh 

"The  services  used  to  be  able  to 
afford  the  luxury  of  having  martinets. 
The  draft  would  drive  them  in— and 
the  martinets  would  drive  them  out. 
For  every  hundred  sailors  the  Navy 
trained,  it  kept  only  ten.  You  had  to 
get  leadership  that  understood  that 
in  a  truly  volunteer  Navy,  if  you  were 
going  to  bring  them  in  and  keep  them 
in,  the  men  had  to  want  to  obey. 
You  wanted  to  get  compliance  through 
understanding  the  need  for  the  or- 
der."—Former  Chief  of  Naval  Opera- 
tions Elmo  Zumwalt,  now  a  civilian. 

trying  to  look  good  short  term."  Autos 
are  another.  "Being  hidebound  and 
unamenable  to  change  is  one  reason 
automakers  got  their  pants  beat  off 
by  foreign  imports,"  says  Levinson, 
who  adds:  "I  once  asked  an  auto  com- 
pany vice  president  what  they  did 
about  suicide  in  the  executive  ranks. 
His  answer:  'There  are  more  where 
they  came  from.' 

Slocum:  /  ask  myself  .  .  .  is  this  all 
there  is  for  me  to  do?  Is  this  really  the 
most  /  can  get  from  the  few   years 


left  in  this  one  life  of  mine? 

Slocum  competes  hard,  gets  pro- 
moted, and  finally  gets  to  make  the 
three-minute  speech  at  the  company 
convention  lie  has  waited  years  for. 
Its  a  dud. 

A  recent  American  Management 
Associations  survey  of  executives  finds 
more  than  a  little  of  Slocum's  "failure 
of  success.'  Do  the  new  management 
approaches— which  are  aimed  at  elim- 
inating that  empty  feeling— work  for 
the  employees  or  their  companies? 

The  answer  is:  Yes  and  no. 

Bruce  Kirchhoff,  associate  profes- 
sor of  management  at  the  Univer- 
sity of  Nebraska,  says  he  can't  prove 
that  the  humanistic  approach  to  man- 
agement does— or  does  not— improve 
performance.  His  tentative  conclusion, 
after  four  years  of  research  on  16  or- 
ganizations that  use  management  by 
objectives,  is  that  it  contributes  to 
improved  planning  and  controls,  not 
enlightenment.  (As  punishment  for 
his  heresy,  Kirchhoff  was  not  invited 
to  next  year's  MBO  meeting.) 

It's  the  same  inconclusive  story  at 
the  bottom  line,  since  "enlightened" 
corporations  are  among  the  most  prof- 
itable—Xerox, Texas  Instruments. 
TRW— and  among  the  least— like  Mat- 
tel and  Boise  Cascade  (under  former 
Chairman  Robert  Hansberger). 

What's  more,  some  of  the  most 
successful  corporations  are  among  the 
least  "humanitarian,"  as  defined  by  the 
new  management  philosophies.  Says 
a  personnel  executive  at  another  ma- 
jor    computer     company     about     In- 


The  Cruelest  Taskmaster  Of  All 


Author  Joseph  Heller,  the  creator 
of  Something  Happened  and  the  tor- 
tured Bob  Slocum,  doesn't  think  that 
any  of  the  new  management  tech- 
niques   would    do    Slocum    any    good. 

The  52-year-old  Heller,  an  alumnus 
of  Remington  Hand  and  Time  Inc., 
says,  "The  most  successful  and  the 
happiest  executives  I  knew  made  a 
total  commitment  to  corporate  ad- 
vancement." It  was  characteristic  of 
them,  he  says,  that  they  would  rather 
be  working  than  doing  anything  else. 
Echoing  a  philosophy  that  Polaroid's 
Edwin  Land  has  followed  (Forbes, 
June  1),  Heller  adds:  "It's  more  than 
ambition;  there's  an  intimacy  between 
that  person  and  the  work  he's  doing. 
Slocum's  nature  won't  allow  him  to 
make  that  commitment.  He's  alienated 
from  his  work  in  the  sense  thai  there's 
no  connection  between  them." 

While  in  the  corporate  world  him- 
self, Heller  thrived  on  hard  work. 
"When  I  was  writing  Catch  22  [at 
night  for  ten  years,  while  working  in 


promotion  during  the  day],  if  I 
worked  on  exciting  projects  at  the  of- 
fice, under  a  lot  of  pressure,  I'd  get 
home  and  go  right  to  the  book  and 
the  momentum  would  keep  me  go- 
iny.  If  it  was  slow  and  dull  at  the  of- 
fice, I  wouldn't  want  to  work  at  all 
when  I  got  home." 

But,  Heller  says.  The  feeling  of 
on-the-job  satisfaction  is  never  there 
verj  long  for  most  ol  ns."  Why? 
"From  K)  On,  something  starts  to 
happen.  The  dissatisfaction  with 
work  may  be  a  dissatisfaction  with 
one's  life:  the  realization  that  it  has 
prett)  much  passed.  While  you  may 
have  achieved  a  lot,"  what  you've 
achieved  isn't  as  valuable  as  you 
thought  it  would  be.  The  first  half  ol 
your  life,  you're  going  up  like  a  rocket. 
Then  you're  up  there,  and  so  what? 
That's  not  the  corporation's  fault. 
In  Heller's  dark  view,  life  is  the  cruel- 
est taskmaster  ol  all.  No  matter  how 
well  yon  perform,  you  gel  your  walk 
ing  papers  in  the  end. 


temational  Business  Machines.  "It 
knows  what  it  believes,  articulates  it, 
practices  it  down  to  singing  the  com- 
pany song,  wearing  the  company  uni- 
form and  having  the  company  hair- 
cut. People  who  feel  comfortable  with 
that  find  IBM  the  perfect  habitat  .  .  . 
people  know  what  to  expect." 

Be  that  as  it  may,  the  sheer  benev- 
olence of  modern  management  could 
make  your  company  a  much  better 
place  to  spend  those  few  years  left 
in  that  one  life  of  yours.  On  the  other 
hand,  if  you're  looking  for  some  magic 
management  approach  to  solve  all 
your  problems  at  the  office,  forget  it. 
"Happiness,  let  it  be  clear,  is  not  the 
name  of  the  game,"'  says  Boise  Cas- 
cade's personnel  development  direc- 
tor, Joseph  Rodriguez.  "We  don't 
want  happy  employees,  but  effective 
ones— who  happen  to  be  happy." 

New  York  psychiatrist  and  man- 
agement consultant  Dr.  Ari  Kiev  sums 
it  up:  "The  corporation  has  no  heart 
or  soul.  It's  not  your  father  or  your 
mother."  And  it  never  will  be. 

Slocum,  after  he  has  made  it  to  de- 
partment head,  concludes:  No  one 
must  feel  secure.  Everyone  must  be 
kept  in  suspense  about  neu:  decisions 
that  might  emerge  from  meetings  be- 
hind closed  doors  in  which  I  am  now 
a  participant.  .  .  .  I  am  regarded  with 
envy,  hope,  fear,  ambition,  suspicion 
and  disappointment.   ■ 

Author  Heller 
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A  new  chapter  in 

Pacific  air  travel 

from  the  people  who 

wrote  the  book. 


When  Pan  Am  opened  the 
Pacific  to  air  travel  in  the  1930s,  we 
offered  the  traveler  the  fastest  and 
most  convenient  way  to  get  there. 


1935 


1975 

It  only  took  three  and  a  half  days 
to  get  to  Manila. 

Of  course,  the  flight  was  weekly 
instead  of  daily.  And  instead  of  being 
non:stop,  we  stopped  off  at  just  about 
every  available  island  along  the  way. 

Things  haven't  changed  much 
in  40  years.  Pan  Am  still  offers  the 
fastest,  most  convenient  way  to  travel 
the  Pacific. 


Except  that  now  we  leave  every 
day.  With  747s  to  just  about  every 
place  in  the  Pacific. 

All  told,  we  have  more  flights 
from  the  U.S.  to  more  places  in  the 
Pacific  and  the  Orient  than  any  other 
airline. 

For  example,  we  have  25  flights 
a  week  to  Hong  Kong  alone.  Three 
daily  747s  to  Tokyo,  including  both 
morning  and  evening  departures. 
Daily  flights  to  Sydney.  Plus  flights 
to  13  different  Orient  destinations 
and  7  places  in  the  South  Pacific 
from  5  U.S.  cities. 

The  flights  include  5  a  week  to 
Auckland  and  to  Melbourne,  more 
service  to  Okinawa  than  any  other 
airline,  and  direct  service  to 
Singapore  and  to  Osaka.  And  like 
1935,  direct  flights  to  Mani'a 
(except  they've  been  shortened  by 
some  68  hours). 

So  the  next  time  you  want  to  go 
to  the  Pacific,  instead  of  wasting 
time  figuring  out  which  airline  goes 
where,  spend  it  deciding  where  you 
want  to  go  on  Pan  Am. 


The  Spirit  of  75. 


What's  In  A  Name? 

Rudolph  Eberstadt  isn't  very  good  at  image-building, 
but  he  has  proved  a  mighty  fine  businessman. 


Microdot.  Isn't  that  the  little  West 
asl  company  that  worked  on  the 
Apollo  Project?  Very  space-age  and 
.ill  that?  Actually,  Microdot  got  the 
hulk  of  its  $294  million  in  revenues 
and  SI  1  million  in  net  income  last  year 
from  two  rather  mundane  product 
lines,  specialized  nuts  and  holts  for 
autos  and  ingot  molds  for  the  steel 
industry.  Moreover,  the  headquarters 
is  in  Greenwich,  Conn. 

Nevertheless,  it's  a  nice,  profitable 
business.  Last  year  Microdot  earned 
close  to  25%  on  its  stockholders'  equity. 
The  space-age  image  is  a  throwback 
to  the  go-go  days  of  the  late  Sixties. 
Rudolph  Eberstadt  Jr.,  the  president 
and  largest  individual  stockholder,  had 
been  running  a  nuts-and-bolts  com- 
pany, with  ingot  molds  added  in  1967, 
for  eight  years,  but  he  was  increasing- 
ly distressed  by  its  lack  of  glamour. 
To  remedy  this,  he  bought  Microdot, 
which  made  nuts  and  bolts,  too,  but 
the  very  special  kind  that  are  used  to 
hold  together  airplanes  and  spacecraft. 
"We  were,"  he  recalls,  "trying  to  get 
the  image  of  a  modern,  electronically 
oriented  company.  I  was  going  to  take 
the  unexciting  earnings  from  ingot 
molds  and  automotive  components 
and,  hopefully,  capitalize  them  at  40 
times  earnings,  and  then  run  laugh- 
ing to  the  bank. 

"When  we  took  over,  Microdot  had 
an    absolutely    incomprehensible    an- 


nual report;  they  didn't  know  what 
they  were  talking  about.  But  for  the 
stock  market,  their  approach  was  per- 
fect. And  of  course  their  timing  for 
getting  out  was  fantastic.  The  stock 
at  the  time  was  around  35  [20  times 
earnings]  and  it  has  never  seen  35 
again."  (The  stock  of  the  merged  com- 
pany recently  traded  on  the  New  York 
Stock  Exchange  at  about  13,  for  a 
P/Eof  5.) 

Unfortunately  for  Eberstadt,  his 
timing  was  horrendous.  Big  conglom- 
erates like  Litton  were  falling  apart, 
and  aerospace  became  an  image  lia- 
bility. Meanwhile,  there  were  prob- 
lems inside  as  well  as  out.  Microdot's 
former  chief,  Robert  S.  Dickerman, 
stayed  on,  and  the  new  company  re- 
mained effectively  divided  in  two 
parts:  Dickerman's  on  the  West  Coast, 
Eberstadt's  in  the  Midwest  and  East. 
There  were  more  managers  than 
there  were  things  to  manage,  and  at 
$166  million  in  yearly  sales,  the  com- 
pany had  all  the  unwieldiness  of  a 
giant  conglomerate  ten  times  its  size. 
"Our  guys  were  all  like  chairmen  of 
the  boards  of  small  conglomerates, 
juggling  so  many  little  balls  in  the  air 
they  had  no  idea  of  the  day-to-day 
operations,"  says  Eberstadt. 

The  soundest  part  remained  the  in- 
got mold  business.  Eberstadt  had  ac- 
quired this  business  in  1967  by  taking 
over  Valley  Mould  $t  Iron,  a  solid,  80- 

Eberstadt  of 
Microdot 


year-old,  family-run  business  with  a 
good  reputation  and  a  steady  cash 
flow.  The  ingot  mold  business  is 
slowly  dying  as  steelmakers  convert  to 
continuous  casting,  which  does  not 
use  ingot  molds.  But  replacing  all  the 
mold-using  facilities  will  take  decades, 
and  meanwhile  no  new  competition  is 
likely  tQ  show  up  in  the  business. 

So  far,  that  acquisition  has  been 
Eberstadt's  wisest.  While  his  Micro- 
dot effort  went  sour,  it  supplied  the 
cash  flow  that  enabled  him  to  make 
something  out  of  his  fastener  busi- 
ness. Dickerman  was  eased  out,  and 
Eberstadt  set  to  work  eliminating 
those  long,  wasteful  chains  of  com- 
mand, paring  off  extraneous  parts  of 
other  acquisitions,  and  consolidating 
in  a  unified  system  the  plants  and 
divisions  and  companies  and  bits  of 
companies  that  remained. 

Last  year  ingot  molds,  on  only  a 
fourth  of  the  company's  capital,  ac- 
counted for  47£  of  sales  and  45%  of 
pretax  earnings.  But  that  was  a  better 
year  for  steel  than  for  the  industries 
Microdot's  connecting  devices  are  sold 
to,  mainly  aerospace,  appliances,  au- 
tomobiles. Two  smaller  divisions  thai 
make  electronic/ electrical  connectors 
and  fluid  seals  and  couplings  should 
contribute  next  to  Microdot's  growth 
if  Eberstadt  can  repeat  his  success  at 
shaping  up  the  fastener  business.  So 
far,  despite  a  $300,000  pretax  loss  in 
electrical  connectors  last  \  ear,  total 
earnings  have  grown  to  $11  million, 
up  from  $5  million  in  1970. 

Family  Flair 

Eberstadt  lunisell  has  an  interest 
ing  history.  He  inherited  his  job  from 
his  father,  Rudolph  Eberstadt  Si.,  a 
younger  brother  of  the  late  Ferdinand 
Eberstadt,  that  exceptional  man  who 
made  a  fortune  on  Wall  Street  and  a 
mark  on  public  life  as  Roosevelt's  vice 
chairman  of  the  War  Production 
Hoard  in  1912  and  1913.  Although 
Rudolph  Sr.  and  Ferdinand  were 
close,  thej  never  worked  together,  Ru- 
dolph quitting  Wall  Street  in  the  late 
Thirties  tO  run  a  steel  companx  he 
had  underwritten.  As  Republic  Indus- 
trial, the  compan)  more  or  less  limped 
along  until  alter  Rudolph  Jr.  took  ovei 
when    his    lather    died,    in     L981.    The 

son,  an  engineer  l>\   training,  proved 

to  be  an  exceptional  manager.  From 
SI9  million  in  1981,  Rudolph  |i.  buill 
the  COmpan)  to  the  point  where,  in 
1987,      he     could      take     <>\  61      \  alle\ 

Mould  &  lion.  About  the  onK  majoi 
thing   th.it    has   gone   wrong   is   his    im 

age-building   effort.    Meanwhile     Mi 

crodot     is    as    good    a     name    .is    an) 

.iiid  the  compan)   is  flourishing,  S.iles 
and  earnings  are  up  3U   and  20%,   re 
Spectively,     giving     Microdot     its     hesl 

first  quai  tei  vet.   ■ 
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All  Marsh  8  McLennan  offices 

are  created  equal. 


Except  one. 


What  makes  one  office  exceptional  is  the  fact  that  it's  your  local  Marsh  &  McLennan  office.  Close  to 
you,  your  business,  your  needs.  □  Even  so,  it's  even-up  in  expertise  with  all  of  the  other  Marsh  & 
McLennan  offices.. .thanks  to  our  [National  Services  Organization.  DThis  means  each  of  our  offices 
can  tap  the  full  resources  of  the  company's  extensive  technical  and  professional  skills.  Consider 
how  this  can  help  you.  Corporate  risk  management  problems  often  call  for  highly  specialized  solu- 
tions, which  local  Marsh  &  McLennan  offices,  working  with  National  Services  Organization  spe- 
cialists, are  equipped  to  deliver.  For  all  our  clients.  Everywhere.  □  It's  a  big  promise  that  each  of  our 
international  network  of  offices  is  able  to  keep.  DThe  more  you  know  about  Marsh  &  McLennan, 
the  more  you'll  know  how  we  got  to  be  the  world's  leading  insurance  broker. 


When  it  comes 
to  insurance, 
come  to 
the  leader. 


HUffiSH  ik  WMMMMMM 

; •  ■       » 


The  Knowledge  Broker c 


The  Riskiest  Game  In  Town 


You  may  have  played  poker,  roulette 

and  even  backgammon.  But  you  haven't  gambled 

until  you've  tried  high-stakes  spud. 


Glenn  Matsuura  doesn't  look  like  a 
millionaire  gambler  as  he  tools  around 
the  barren  countryside  in  a  dented 
half-ton  pick-up  truck  and  dressed 
in  jeans,  boots,  work  shirt  and  cap. 
But  he  is  one. 

Neither  do  Albert  and  Betty  John- 
son look  the  part.  Hard-working  Mrs. 
Johnson,  44,  gardens  and  enjoys  sew- 
ing amid  the  knickknacks  and  what- 
nots that  decorate  her  simple  clap- 
board house.  But  the  Johnsons,  too, 
are  millionaire  gamblers. 

Even  Curtis  and  Carole  Loosli,  the 
young  Mormon  couple,  are  part  of  the 
breed.  Though  still  in  their  20s,  they 
know  how  it  feels  to  have  their  mon- 
ey, every  cent  of  it,  riding  on  the  line. 

The  setting  is  a  bare  one-horse 
western  town,  where  fortunes  are 
made  and  lost  overnight.  A  town  out- 
side Reno?  Or  next  to  Las  Vegas? 
You've  got  the  wrong  state.  The 
Matsuuras,  Johnsons,  Looslis  and  hun- 
dreds more  like  them  live  in  Idaho. 
They  don't  gamble  playing  cards  or 
throwing  dice;  they  gamble  growing 
potatoes.  That's  right,  potatoes. 

"Las  Vegas,"  says  one  big-time 
grower,  "hasn't  seen  anything  until 
it's  seen  a  spud  farmer." 

This  particular  wheel  of  fortune 
spins  wildly.  In  one  year  potato  prices 
went  from  just  over  $2  per  hundred- 
weight up  to  $9  and  down  again  to 
$1.  A  farmer  who  grossed  $900,000 
on  his  1973  crop  (sold  in  early  1974) 
could  have  received  as  little  as 
$175,000  on  the  1974  crop,  an  80% 
drop  in  one  year. 

That's  why  Howard  Fitzpatrick, 
the  tough-talking  manager  of  the 
Blackfoot  branch  of  Idaho  Bank  & 
Trust  Co.,  insists  that  they  diversify 
and  that  they  contract  part  of  their 
potato  crop.  He  says:  "There's  no 
room  in  this  business  for  the  dough- 
head  or  the  little  guy."  Fitzgerald 
makes  those  words  stick  by  refusing 
to  lend  to  the  little  farmer. 

"You  have  to  be  big  enough  to  own 
the  machines  that  make  you  competi- 
tive when  prices  are  low,"  argues 
Fitzpatrick.  "We  used  to  lend  $20,000 
to  $50,000  to  farmers  in  this  com- 
munity. Now  we  lend  them  $300,000 
to  $500,000  each  year." 

The  high  stakes  of  potato-farming 
are  inescapable.  It  requires  fertilizer 
in  huge  quantities,  chemicals,  a  great 
deal  of  irrigation  and  the  electricity 
to   power   the    wells.    One    Blackfoot 


farmer  said  he  paid  Idaho 
Power  &  Light  $54,000  last 
year  mainly  to  run  his  wells. 
Then  there's  the  machinery, 
like  $54,000  Caterpillar  trac- 
tors and  $33,000  John  Deere 
diesel  combines  that  went  up 
$7,000  last  year.  And  don't 
forget  the  land.  Good  sandy, 
Idaho  potato  land  that  sold 
for  $600  an  acre  five  years  ago 
now  rents  for  $200  per  acre  a 
year  and  sells  for  $1,000  to  $1,500. 
And  since  it  takes  more  and  more  land 
to  farm  potatoes  efficiently— now  at 
least  600  acres— one  has  to  invest 
$800,000  to  get  into  the  business  and 
another  $300,000  a  year  to  stay  in. 

So  the  stakes  are  high,  and  the 
action  is  violent.  It's  common  for 
potato  prices  to  swing  100%  in  one 
year.  Why  such  volatility?  Because 
the  market  for  potatoes  is  almost  com- 
pletely inelastic.  Whether  the  price  is 
high  or  low,  Americans  eat  about  the 
same  amount  of  the  "cheap"  food— 
about  120  pounds  per  capita.  So  it 
takes  only  slight  variations  in  supply 
to  produce  horrendous  price  swings. 

To  protect  themselves,  major  potato 
growers  commonly  negotiate  a  price 
for  a  percentage  of  their  crop— an  av- 
erage 40%  in  Maine,  50%  in  Idaho, 
80%  in  Washington— with  a  local  pro- 
cessor even  before  the  crop  is  planted. 
But  it  is  also  common  practice  to  hold 
onto  some  part  and  hope  for  higher 
prices  later.  As  one  farmer  put  it: 
"We  spud  farmers  like  to  gamble." 

The  High  Rollers 

Glenn  Matsuura  is  a  typically  pros- 
perous town  potato  farmer.  The  Ma- 
tsuuras were  moved  to  Idaho  during 
the  World  War  II  relocation  of  Jap- 
anese-Americans. Today  they  farm 
3,000  acres,  worth  some  $3  million. 

Interviewed  in  his  chow  house 
where  a  cook  was  serving  meat  and 
potatoes  to  a  crew  of  a  dozen  men, 
Matsuura  said  that  his  80-year-old 
mother  was  the  chairman  of  the 
board— "She  cracks  the  whip."  He  is 
the  marketing  man.  Others  might  call 
him  a  high  roller. 

"Last  year  I  sold  50%  of  the  crop 
under  preseason  contract  before  it 
was  planted,"  said  Matsuura.  The 
contract  price  was  $4-plus  per  hun- 
dredweight. "In  September  I  sold  an- 
other 25%  at  the  contract  price.  The 
other  25%  I  gambled." 


He  lost,  as  prices  fell.  But  Ma- 
tsuura kept  gambling.  A  buyer  who 
wanted  the  last  of  his  crop  agreed 
to  pay  him  75%  of  any  increase  in  po- 
tato prices  before  delivery  time.  In 
the  end,  the  price  increased,  and  Ma- 
tsuura's  average  price  on  his  open  po- 
tatoes was  a  respectable  $3,  as  against 
$1.30  at  the  time  he  made  the  deal. 

Matsuura,  like  nearly  all  his  neigh- 
bors, doesn't  splurge  his  winnings.  He 
knows  a  bad  season  or  two  could  wipe 
him  out.  So  he  plows  his  profits  into 
more  land  and  equipment.  Showing 
off  his  new  irrigation  equipment,  Ma- 
tsuura said  with  a  wink:  "We  farm- 
ers are  like  housewives.  We  always 
want  something  better." 

Albert  Johnson  is  a  more  conserva- 
tive gambler.  He  contracts  about  80% 
of  his  650-acre  crop,  and  gambles 
with  only  20%.  Last  year  he  got  lucky. 
He  sold  his  20%  for  about  $5,  near 
the  market  peak.  "That  felt  good," 
he  says.  "We  used  the  money  to  pay- 
off debts  and  buy  new  machinery." 

But  this  year  he  took  a  beating  on 
his  20%.  "We  had  to  sell  them  for  $1 
a  hundredweight,"  says  his  wife  Bett\ 
"We  couldn't  store  them  any  longer." 

The  good-natured  Johnson  lives 
outside  Pocatello  with  his  wife  and 
two  of  their  four  daughters  in  a  neat 
red-and-white  house.  Behind  the 
house  is  a  blue  metal  shop,  where 
Johnson  and  his  hired  men  spend  the 
winter  repairing  their  machinery. 

Johnson's  parents  moved  to  Idaho 
from  Kansas  because  of  drought  .u\(\ 
the  Depression.  He  joined  them  aftei 
he  got  out  of  the  Army  in  1946  and 
turned  to  farming.  Though  he  has  had 
some  good  years  lately,  he  and  Ins 
family  still  work  from  dawn  to  dusk 
Besides  potatoes,  he  grows  alfalfa, 
peas  and  wheat,  and  he  and  his  dad 
run  a  calf-breeding  operation. 

Where    Johnson    reflects    the    eon 

servatism   ol   experience,   Curtis  and 
Carole  Loosli  of  nearby  Ashton  show 
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the  enthusiasm  of  youth.  The  Looslis, 
o  grow  seed  potatoes  on  about  600 
■  \  their  2,400-acre  farm,  struck 
ich  on  their  1973  crop  by  selling 
;tt  $5  per  hundredweight.  That  meant 
ss  receipts  of  perhaps  $500,000, 
not  bad  for  two  youngsters  in  their 
late  20s.  They  splurged  a  bit,  on 
more  land  and  equipment,  plus  a  two- 
month  vacation  to  Australia  and  New 
.nd. 

But  now  Mrs.  Loosli,  a  petite  bru- 
nette, admits,  "Perhaps  we  should 
have  consolidated  instead."  This  win- 
ter prices  plummeted;  they  were  forced 
to  take  only  25  cents  a  hundred- 
weight for  their  leftovers,  and  they 
were  lucky,  she  says,  to  get  that. 

Now  they  are  stretching  their  old 
acreage  and  equipment  to  the  limit. 
But  they  are  undaunted.  Mrs.  Loosli,  a 
Utah  doctor's  daughter,  seems  a  little 
surprised  to  find  herself  married  to  a 
farmer,  but  she  is  terribly  proud  of 
their  accomplishments.  She  says:  "We 
still  plan  to  travel  every  year.  We  do 
that  instead  of  other  things— like  hav- 
ing children." 

Select  Few? 

Each  year,  as  land  and  machinery 
costs  rise,  it  becomes  increasingly  dif- 
ficult to  get  into  the  potato-growing 
business.  This  year  money  is  particu- 
larly tight,  partly  because  potato  pro- 
cessors are  holding  back  and  waiting 
for  lower  prices.  You  can't  blame  them 
really.  They  got  burned  last  year  by 
buying  early.  Then  they  watched 
prices  drop  when  their  buyers  began 
switching  to  fresh  potatoes  as  the  re- 
cession worsened. 

That  kind  of  bare-knuckled  dealing 
has  its  benefits.  It  tends  to  hold  down 
the  ranks  of  volume  potato  produc- 
ers (although  new  potato  land  is  be- 
ing developed  in  Washington),  and 
helps  the  established  growers  to  band 
together  and  act  more  like  an  indus- 
try. In  the  Sixties,  for  example,  the 
big-time  growers  supported  the 
growth  of  the  processing  industry. 
There's  no  doubt  that  French  fries, 
potato  chips  and  instant  mashed  po- 
tatoes helped  reverse  the  trend  in  U.S. 
per-capita  potato  consumption.  After 
falling  from  130  pounds  in  1930  to 
108  pounds  in  1960,  consumption  has 
slowly  risen  to  120  again. 

For  those  who  can  get  in,  potato- 
growing  seems  to  have  a  great  Future. 
Most  potatoes  are  grown  in  Russia 
and  Eastern  Europe.  But  the  U.S. 
has  the  dehydration  technology  and 
the  mechanization  to  produce  a  lot 
more  than  today's  4%  of  world  supply. 

Come  what  may,  potato-growing 
will  remain  one  of  the  U.S.'  riskiest 
games  of  chance.  Blackfoot  may  nev- 
er have  the  bright  lights  of  Vegas,  but 
it  will  always  have  the  high  rollers.   ■ 
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Buyers  Clash  Over  Failing  Paper 


Michigan  publisher's 

plan  for 

media  empire 

may  stop 

purchase 

of  afternoon  daily 

by  Texas 

millionaire. 


Allbritton 


McCoff 


_. 


The  Washington  Star  doesn't  look 
like  much  to  fight  over.  Last  year  the 
D.C.  daily  newspaper  lost  nearly  $8 
million  on  revenues  of  $53  million.  It 
has  a  $24-million  debt  and  has  been 
losing  advertising  and  circulation  to 
The  Washington  Post  for  decades. 

All  that,  however,  doesn't  faze 
John  McGoff,  an  obscure  50-year-old 
Michigan  publisher  who  is  battling 
to  buy  the  paper.  McGoff  is  the 
$67,000-a-year  president  of  Panax, 
Inc.,  a  publicly  held  firm  based  in 
East  Lansing  with  42  papers,  mostly 
weeklies  in  the  Detroit  suburbs.  Last 
year  Panax  lost  $277,000  on  revenues 
of  $27  million. 

But  McGoff's  personal  investments 
keep  rolling  along.  In  addition  to  his 
offer  of  $25  million  for  The  Star,  earli- 
er this  year  McGoff  shelled  out  $8 
million  in  cash  to  buy  The  Sacramen- 
to (Calif.)  Union  from  Copley  Press 
(Forbes,  Apr.  15).  He  also  picked 
up  Gulf  &  Western's  50?  share  in 
UPITN,  a  worldwide  television  news 
service.  Now  he's  said  to  be  alter  a 
piece  of  Mutual  Broadcasting  Corp., 
the  nation's  largest  radio  network. 

Is  John  McGoff  out  to  create  a  me- 
dia empire?  "You  damn  well  bet 
I  am,"  he  replies.  "I'm  deeply  con- 
cerned about  the  lack  of  confide! iee 
of  Americans  in  free  enterprise  and 
free  society.  Bight  .now,  the  people 
who  control  communications  control 
the  thought  of  this  country.  Frankly, 
I  don't  like  what  they're  doing." 

McGoff's  rival  in  his  attempt  to  buy 
The  Star  is  Joe  Allbritton,  a  man  who 
fits  neatly  into  the  mold  McGoff 
doesn't  like.  Financier  Allbritton,  a 
former  funeral-home  owner,  is  a 
Houston  millionaire  who  bankrolls 
liberal  politicians. 


Last  year  Allbritton  arranged  to  in- 
vest $25  million  for  a  37%  share  in 
The  Star  and  three  profitable  Wash- 
ington broadcasting  stations.  McGoff 
offered  to  take  just  The  Star,  debt- 
free,  for  $25  million.  When  the  All- 
britton package  was  accepted,  Mc- 
Goff protested  to  the  Federal  Com- 
munications Commission. 

For  Allbritton's  deal  to  become  fi- 
nal, the  FCC  must  waive  rules  to  al- 
low him  to  buy  both  the  newspaper 
and  broadcasting  properties.  Allbrit- 
ton says  he  needs  the  TV  and  radio 
profits  to  cover  The  Stars  losses.  Hog- 
wash,  says  McGoff.  He  insists  that  he 
could  run  the  paper  all  by  itself.  He 
boasts:  "They  have  3,000  people  now  ; 
I'd  fire  at  least  1,000." 

McGoff  adds  that  his  free-enter- 
prise philosophy  will  also  improve  the 
diversity  in  Washington's  media. 

There  is  a  big  unanswered  ques- 
tion in  all  this:  Who  or  what  is  be- 
hind McGoff?  Surely,  he  is  no  mil- 
lionaire operator.  He  owns  less  than 
6%  of  Panax,  an  investment  worth  on 
ly  $150,000.  Before  founding  Panax 
in  1959,  he  handled  alumni  relations 
for  Michigan  State  Universit\ 

The  Panax  board  may  provide  B 
clue.  Michael  Dow,  a  Dow  Chemical 
heir,  is  on  the  board.  So  is  James 
Linen  IV,  whose  father  was  chairman 
of  Time  Inc.  "John  has  unbelievable 
contacts,"  says  a   Eriend    McGofl    in 

sists  that  his  current  deals  are  all  his 
own.  "The  Dow  famiK  gave  me  my 
start,  but  now  my  financial  tics  aic 
with  banks  .  .  .  period." 

One  would  hope  McGoff's  media 
ventures  will  fare  bettei    than   .moth 

er     recent      invest  incut .      I'aiias's      new 

cargo  ship,  the  John  /'  McGoff,  sank 
last    yeai    in   the  (mil   ol    Mexico    ■ 
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The  Numbers  Game 


Phantom  Pensions? 


No  matter  how  New  York  City  man- 
ages to  survive  its  current  billion-dol- 
lar budget  bind,  it  will  soon  have  to 
face  an  even  more  ominous  time  bomb 
—the  city's  employee  pension  system. 

There  is  a  tendency  to  blame  the 
city's  fiscal  mess  on  welfare  costs. 
Partially  true:  Unlike  most  localities, 
which  pay  little  toward  welfare, 
New  York  City  assumes  about  20%  of 
its  welfare  burden.  But  many  of  the 
city  employees  who  scream  about 
welfare  abuses  have  proved  equally 
adept  at  exploiting  the  city's  tax- 
payers. City  expenditures  for  em- 
ployee pensions  and  Social  Security 
amounted  to  $1.1  billion  in  fiscal 
1973-74,  virtually  equal  to  welfare 
costs  of  $1.2  billion. 

New  York  City's  pensions  are  the 
most  generous  overall  of  any  large 
municipality  in  the  nation.  Almost  all 
city  employees— whether  policemen  or 
garbage  collectors,  foremen  or  subway 
workers— can  now  retire  at  half  pay  or 
more  after  only  20  or  25  years  on  the 
job.  If  a  worker  stays  longer,  his  pen- 
sion benefits  go  still  higher.  A  55-year- 
old  teacher  with  30  years'  service  can 
retire  at  two-thirds  of  his  final  salarv. 
No  private  business  could  afford  such 
pension  costs.  But  then,  businessmen 
don't  have  to  run  for  reelection. 

Years  ago,  comparatively  liberal 
benefits  made  up  for  low  salaries. 
But  no  more.  City  salaries  are  now 
25%  to  30%  higher  than  those  in  pri- 
vate industry.  Thus  a  typical  New 
York  cop  can  earn  $20,000  a  year 
pounding  the  beat  and  get  $10,000  a 
year  after  he  hangs  up  his  nightstick. 
Okay,  the  policeman  risks  his  life,  but 
the   average   garbageman   gets   about 


$15,000   and   can   retire    as   early    as 
age  40  on  $7,500  a  year. 

These  lush  pension  benefits  come 
on  top  of  federal  Social  Security  bene- 
fits. They  also  come  on  top  of  an- 
nuity funds,  financed  almost  entirely  * 
by  the  city's  taxpayers,  which  give 
workers  thousands  of  extra  dollars 
upon  retirement.  Some  teachers,  for 
example,  can  walk  away  with  a  lump 
sum  of  $10,000  after  20  years. 

The  city's  openhandedness  knows 
no  bounds.  Except  for  those  hired 
after  mid- 1973,  the  city  determines  a 
worker's  pension  not  on  the  basis  of 
his  average  salary  for  the  last  three 
or  five  years,  but  on  his  final  year's 
salary  or  even  on  his  last  day's  pay 
rate.  Result:  City  employees  put  in 
an  incredible  amount  of  overtime  in 
their  final  year. 

A  lid  of  sorts  was  put  on  the  pen- 
sion bonanza  in  1973.  Under  the  New 
York  State  Constitution,  no  pension 
benefit,  once  granted,  can  be  re- 
duced. But  nonuniform  people  hired 
since  1973  must  now  wait  until  age 
62  to  get  their  full  pension  benefits. 
New  garbagemen  retiring  after  25 
years  can  get  only  a  maximum  of  60% 
of  the  first  $12,000  of  their  final  "base 
salary"  and  50%  of  the  rest.  This 
partial  lid  expires  next  year  and  the 
city's   unions   plan    to    fight   renewal. 

Not  surprisingly,  New  York's  total 
pension  costs,  including  Social  Securi- 
ty, have  jumped  from  $361  million  in 
1965  to  the  current  $1  billion-plus 
in  1974.  And  that  tab  could  easily 
double,  to  $2  billion,  within  the  next 
five  years.  Dr.  Bernard  Jump,  a  pro- 
fessor with  the  Metropolitan  Studies 
Program  at  Syracuse  University,  has 
been  studying  the  city's  pension  mess 
for  several  years.  He  recently  revealed 
that  even  if  the  city  fires  or  retires 
thousands  of  workers  and  freezes  all 
wages  and  benefits  lor  the  rest  of  the 
decade,  its  pension  costs  will  still  be 
close  to  $1.5  billion  by  1980-almost 
a  50%  gain  over  1974.  That  alone 
would  he  double  the  city's  current 
deficit.  Although  the  city's  response 
to  its  current  budget  crisis  may  pare 
these  projections,  most  ot  this  obliga- 
tion has  already  been  promised  to 
employees  on  the  payrolls  OT  pen 
sion    rolls. 


Pension  Backlash.  This  strike  was  for 
higher  wages,  but  the  worst  burden 
they  saddle  on  New  York  City  is  the 
pension  costs  they  generate. 


By  law,  the  city's  pensions  must  he 
fully  funded  and  the  actuarial  tables 
must  be  updated  every  five  years.  In 
reality,  the  actuarial  assumptions 
haven't  been  revised  since  World  War 
I.  Funding  is  based  on  1908  to  1914 
mortality  rates  and  salary  increases, 
increases  that  ran  about  1.5%  a  year. 

Says  Dr.  Jump:  "New  York  City's 
actuarial  retirement  systems  are  sub- 
stantially underfunded."  How  much? 
Nobody  can  really  know  until  the 
actuarial  assumptions  are  updated. 
One  city  official  told  Forbes,  "No- 
body  around   here    wants   to   know." 

The  city  in  1968  committed  itself 
to  paying  an  extra  $126  million  a  year 
for  the  next  35  years— more  than  $4 
billion  altogether— to  make  up  for  past 
underfunding.  But  it  didn't  reform  the 
pension  system  itself,  nor  did  it  up- 
date those  actuarial  tables  to  find  out 
the  true  extent  of  the  underfunding. 

Instead,  according  to  the  New  York 
State  Pension  Commission,  a  state-ap- 
pointed panel,  the  underfunding  has 
worsened  since  then  by  almost  $2  bil- 
lion as  a  result  of  a  variety  of  bud- 
getary gimmicks.  For  example,  in 
1971,  when  teacher  benefits  were  im- 
proved, the  city  virtually  stopped 
contributing  to  their  pension  fund  for 
two  years  for  "administrative  reasons," 
thereby  "saving"  itself  $225  million. 

Not  Alone 

Incredibly,  there  are  many  public 
employee  pension  funds  in  worse 
shape  than  New  York  City's.  The 
Massachusetts  system,  for  instance, 
has  no  assets,  whereas  New  York's 
does  contain  $7  billion  in  investments. 
(City  employees  tan  thank  their  stars 
that  only  about  10%  of  this  inone>  is 
in   city  bonds.)    In    Massachusetts,   all 

pension  benefits  arc  appropriated  an- 
nually    on     a     "pay-as-yOU-go"     hasis. 

Last  tall  in  ,i  surve)  nl  majoj  state 
and  municipal  pension  systems,  Pen- 
sions C-  Investments  magazine  found 
their  systems  underfunded  1>\  $22  bil- 
lion. And  the  real  number  is  prob- 
ably higher.  New  York  City,  pre 
sumably  straight  tared,  told  P61  thai 
it  was  fully  funded. 

What  happens  next?  The  taxpayei 
is  iii  revolt.  So  is  the  investor  In  mur 
ipal  bonds.  Ultimately,  in  \<w   York 
and    elsewhere,    man)    benefits    ma) 

have  to  he  scaled  hack. 

\ew  Yolk  City  will  probably  l><  a 
forerunner  foi  the  rest  ol  the  countrj 

And  sooner  rather  than  later. 

This     is     a     lesson:     Beware    ol     the 

politician    or    the   labor    leadei    who 

promises  you  a  lice  lunch.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


4,000,000  Shares 

The  El  Paso  Company 


Common  Stock 

(Par  Value  $3  per  Share) 


Price  $11,875  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


White,  Weld  &  Co. 

Incorporated 

Blyth  Eastman  Dillon  &  Co.  The  First  Boston  Corporation  Dillon,  Read  &  Co.  Inc. 

Incorporated 

Drexel  Burnham  &  Co.  Goldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

Incorporated  Affiliate  of  Bache  &  Co.  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers 

Incorporated 

Loeb,  Rhoades  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Curtis: 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  m  Salomon  Brothers  Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc.  Dean  Witter  &  Co.  Shearson  Hayden  Stone  Inc. 

Incorporated 

ABD  Securities  Corporation     American  Securities  Corporation     Bear,  Stearns  &  Co.     Alex.  Brown  &  Sons 
F.  Eberstadt  &  Co.,  Inc.  Robert  Fleming  Harris,  Upham  &  Co.  Kleinwort,  Benson 

Incorporated  Incorporated  Incorporated 

Moseley,  Hallgarten  &  Estabrook  Inc.        New  Court  Securities  Corporation        Oppenheimer  &  Co.,  Inc. 
R.  W.  Pressprich  &  Co.  L.  F.  Rothschild  &  Co.  Shields  Model  Roland  Securities 

Incorporated  Incorporated 

SoGen-Swiss  International  Corporation  Thomson  &  McKinnon  Auchincloss  Krhlmeyer  Inc. 

Spencer  Trask  &  Co.  Tucker,  Anthony  &  R.  L.  Day  Weeden  &  Co. 

Incorporated  Incorporated 

Wood,  Struthers  &  Winthrop  Inc.  Advest  Co.  Arnhold  and  S.  Bleichroeder,  Inc. 

Daiwa  Securities  America  Inc.      Edwards  &  Hanly      Fahnestock  &  Co.      Faulkner,  Dawkins  &  Sullivan 

Securities  Corp. 

The  Nikko  Securities  Co.  Nomura  Securities  International,  Inc.  C.  E.  Unterberg,  Towbin  Co. 

International,  Inc. 

William  D.  Witter,  Inc.  Yamaichi  International  (America) , Inc.  Herzfeld  &  Stern 

Lepercq,  de  Neuflize  &  Co.  Moore  &  Schley,  Cameron  &  Co.  Brims,  Nordeman,  Rea  &  Co. 

Incorporated 

Cowen  &  Co.         Josephthal  &  Co.         Mitchum,  Jones  &  Templeton         Pressman,  Frohlich  Securities 

Incorporated  Division  of  Philips,  Appel  &  Walden,  Inc. 

May  22,  1975 


Faces  Behind  the  Figures 


One  Man's  Poison  .  . 


Maier  of  Kaiser  Aluminum 


"This  is  just  the  kind  of  year  we've 
been  looking  for." 

That's  not  what  you'd  expect  these 
days  from  the  CEO  of  a  big  aluminum 
company.  Aluminum  shipments  are 
down  44.8%,  capacity  is  being  closed, 
and  prices  are  queasy. 

Nonetheless,  the  speaker  is  Cornell  < 
C.  Maier,  the  youngish  (50),  newish 
(three  years)  head  of  Kaiser  Alumi- 
num &  Chemical  Corp.,  the  No. 
Three  U.S.  aluminum  producer.  Mai- 
er is  cheerful  because  his  company's 
first-quarter  results  were  close  to  as- 
tounding. With  its  aluminum  ship- 
ments off  40%,  Kaiser  still  had  a  99% 
gain  over  last  year,  to  $1.63  per  share 
from  operations. 

Higher  aluminum  prices  helped, 
but  the  biggest  chunk  of  earnings 
came  from  KA&C's  diversified  busi- 
nesses. For  instance,  it  sells  not  only 
aluminum  products  to  all  manner  of 
customers— from  LNG  (liquefied  nat- 
ural gas)  tanker  builders  to  food  pro- 
cessors—but also  fertilizer,  land,  stron- 
tium, industrial  chemicals  and  refrac- 
tories. It  also  sells  its  trading  capa- 
bilities to  other  buyers. 

Though  the  diversification  is  mak- 


ing Maier  look  like  a  hero  now,  it  cost 
his  predecessor  his  job.  Former  chief 
executive  Thomas  Ready,  the  archi- 
tect of  diversification,  took  early  re- 
tirement in  mid-1972  after  earnings 
skidded  80%  from  $3.16  per  share  to 
62  cents,  while  sales  stayed  around 
$900  million  between  1968  and  1972. 

Since  then,  Maier  has  been  paring 
and  pruning  and  shaping  what  he  in- 
herited from  Ready.  Maier  hasn't  hesi- 
tated to  chop  whole  businesses— for 
example,  the  company's  nickel  opera- 
tion in  New  Caledonia  and  most  re- 
cently its  shipping  outfit.  He  has  also 
closed  out  once-but-no-longer-prom- 
ising chemical  lines  like  isocyanates. 

The  results  so  far  are  impressive. 
The  company  did  far  better  in  1974 
than  anyone  expected,  earning  $5.29 
per  share  on  sales  of  $1.7  billion. 
Nonaluminum  business  contributed 
48%  of  pretax  earnings.  That's  up 
from  30%  two  years  earlier. 

Then  came  that  "astounding"  first 
quarter.  How  astounding  it  was  ma\ 
be  seen  from  the  fact  that  earnings 
at  Alcoa  and  Reynolds,  the  other 
two  of  U.S.  aluminum's  Big  Three, 
were  off  32%  and  30%  respectively.  ■ 


Do  As  I  Say, 
Not  As  I  Do 

Larry  R.  Williams  of  Monterey, 
Calif,  has  discovered  a  handy  way  to 
get  rich  in  the  fast-moving  commod- 
ities game:  Don't  trade  commodities 
—talk  about  them. 

The  32-year-old  adman  turned  in- 
vestment counselor  learned  his  lesson 
the  hard  way.  In  1973  the  mod  mon- 
ey manager  made  over  $1  million  spec- 
ulating in  the  futures  markets  as  an 
adviser  for  a  group  of  limited  part- 
ners. Flushed  with  success,  he  shared 
his  trading  secrets  with  the  world 
by  writing  a  130-page  book  in  four 
days  entitled,  How  I  Made  One  Mil- 
lion Dollars  Last  Year  Trading  Com- 
modities. It  was  a  mail-order  bonanza 
at  $25  a  copy. 

He  should  have  quit  while  he  was 
ahead.  Instead,  he  continued  to  man- 
age money,  and  promptly  lost  the  mil- 
lion he  had  made  plus  about  a  mil- 
lion more.  People  who  had  called  him 
a  hero  now  called  for  their  money. 

But  Williams  is  nothing  if  not  per- 
sistent. He  recouped  some  of  his  losses 
by  lecturing  on— what  else?— "What  I 
Learned  By  Losing  One  Million  Dol- 
lars Trading  Commodities  This  Year." 

What  the  entire  experience  taught 
him  was  that  there  are  thousands  of 


investors  out  there  glad  to  pay  for 
"expert"  opinions  on  commodities- 
people  who,  in  Williams'  words,  were 
"addicted  to  anything  new." 

So  he  gave  up  money  manage- 
ment and  started  holding  more  semi- 
nars. Early  this  year  he  toured  Los 
Angeles,  New  York  and  Chicago  tout- 
ing the  "Trident"  commodity  trading 
system  that  he  developed  with  a  Cal- 
ifornia crony.  Eager  investors,  after 
signing  agreements  in  which  they 
swore  never  to  reveal  the  secrets  of 
Trident,  shelled  out  $1,500  each  for  a 
hush-hush  two-day  confab.  In  six  days 
of  talking,  Williams  and  his  partner 
cleared  $780,000. 

The  boyishly  irrepressible  Williams 
is  still  selling  his  1973  book  with 
brassy  ads  in  The  Wall  Street  Journal, 
and  he  publishes  a  semimonthly  mar- 
ket letter.  But  he's  also  doing  what 
cost  him  so  dearly— trading  in  com- 
modities himself.  Apparently  he  feels 
the  same  about  pork  bellies  as  a  wino 
feels  about  port. 

Williams'  latest  promotion  is  a 
$30,000  winner-take-all  "trade-ofl 
with  a  European  speculator  in  which 
the  two  will  compete  in  managing  a 
30-day  commodities  portfolio,  But  he 
has  already  proved  thai  selling  advice 
can  be  more  profitable  than  follow 
iny  it.    ■ 


Author  Williams 
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Cizik  of  Cooper  Industries 


The  One  That  Got  Away 

"Everybody  was  putting  together 
deals  in  the  Sixties.  I  didn't  have  any 
idea  how  to  go  about  it,  but  I  sure 
liked  the  idea."  That's  Robert  Cizik, 
now  44,  describing  the  inauspicious 
start  of  his  career  at  Houston's  Cooper 
Industries  back  in  1961. 

Cizik  (now  president  and  chief  ex- 
ecutive), a  Harvard  Business  School 
graduate  and  former  Exxon  financial 
analyst,  had  been  hired  to  help  di- 
versify stodgy  Cooper-Bessemer,  an 
Ohio-based  turbine,  engine  and  com- 
pressor maker. 

"What  I  didn't  realize,"  says  the 
outgoing,  bespectacled  Cizik,  "is  that 
only  [chairman]  Gene  Miller 
and  I  wanted  to  change  the 
company."  But  he  learned  that 
fast,  when  the  pair  tried  their 
f  Lunkenheimer  Valve  acquisi- 
tion on  the  directors.  "No," 
said  the  graybeards.  "What  do 
you  know  about  valves?" 

But  that  was  good  fortune 
in  disguise.  It  forced  him  and  Miller 
to  define  a  corporate  strategy  they 
could  sell  the  board. 


Starting  with  Lufkin  Tapes  &  Rules 
(measuring  tapes)  in  1965,  they  made 
a  string  of  hand  tool  acquisitions. 
(Hand  tools  now  account  for  41%  of 
sales  and  63%  of  operating  earnings.) 
The  company's  other  major  diversifi- 
cation—two aircraft  servicing  outfits 
in  Texas— blends  well  into  the  new 
Cooper  pattern.  Servicing  modern 
jet  engines  and  aircraft  takes  a  wide 
range  of  machining  and  manufactur- 
ing operations  that  Cooper  knows 
well.  And  it  is  profitable. 

Cizik  now  heads  a  company  that 
last  year  racked  up  just  under  $400 
million  in  sales  and  $23.6  million  prof- 
its, and  earned  25%  on  shareholders' 
equity.  In  all,  65%  of  those  sales  and 
71%  of  the  profits  came  from  busi- 
nesses that  he  was  instrumental  in 
acquiring.  In  this  year's  first  quarter, 
sales  increased  by  16%,  to  $105  mil- 
lion, while  profits  continued  to  gain  at 
last  year's  pace,  up  some  26%,  to  $6.5 
million.  Cizik  thinks  he  can  maintain 
that  kind  of  profit  growth  through- 
out the  rest  of  the  year. 

"Still,"  he  muses,  with  wistful  good 
humor,  "Lunkenheimer  would  have 
been  a  good  acquisition."  ■ 


Coal  Is 

Still  In  The  Cards 

In  Year  Two  of  what  was  called  the 
energy  crisis,  we  have  learned  at  least 
that  "gas  from  coal"  is  easier  to  say 
than  accomplish.  In  fact,  the  humble 
lump  of  coal  turns  out  to  be  an  in-, 
credibly  complicated  energy  trap. 
"Coal  is  far  more  complex  than  gas  or 
oil,"  says  Dr.  Dietrich  Natus,  chair- 
man of  Lurgi,  the  West  German  en- 
gineering company.  "With  the  ex- 
tracts of  coal  gasification  plants,  we 
may  be  going  into  completely  new  in- 
dustries and  areas." 

Natus,  whose  company— a  division 
of  West  Germany's  $2.78-billion  Met- 
allgeselkchaft— owns  the  only  com- 
mercial ^process  in  use  in  the  West 
today  that  turns  coal  into  a  high  BTU 
synthetic  natural  gas  (SNG),  enjoys 
licensing  agreements  for  the  Lurgi 
process  from  five  U.S.  companies,  in- 
cluding El  Paso  Natural  Gas. 

How  Lurgi  came  to  have  the  only 
SNG  process  of  coal  is  a  tale  of  crisis. 
Prophets  back  in  the  1920s  foresaw 
that  Europe  was  in  imminent  danger 
of  running  out  of  oil.  In  a  project 
"independence"  of  its  own,  Germany— 
whose  only  major  fuel  resource  is  coal 
—developed  various  fuels  from  coal. 
When  the  crisis  petered  out  with  the 


discovery  of  major  Middle  East  oil- 
fields, so  too  did  the  incentive  toward 
coal  gasification.  In  the  meantime 
Lurgi  had  engineered  13  operating 
plants  in  Germany  and  elsewhere. 

The  existing  plants  of  those  days 
plus  the  most  modern  Lurgi  plant 
(built  in  South  Africa  in  1954)  are 
the  cornerstone  of  the  Lurgi  gasifica- 
tion processes.  But,  says  Natus,  to 
compare  them  with  today's  plans  for 
the  big,  $800-million-plus  plants  to 
be  built  in  the  U.S.  (which  will  con- 
vert 8  million  tons  of  coal  per  year 
into  250  million  cubic  feet  of  SNG 
daily)  "is  to  compare  today's  Mer- 
cedes with  one  from  the  1890s— sure, 
they  both  have  four  wheels." 

The  U.S.  need  for  the  Lurgi  pro- 
cesses was  recognized  by  the  Fed- 
eral Power  Commission  in  April  when 
it  ruled  that  Lurgi  process  plants  will 
be  required  to  supply  California  with 
SNG  from  coal  for  that  state's  gas 
requirements  in  the  next  decade.  For- 
tunately, Natus  estimates  the  cost  will 
be  about  the  same  as  that  of  im- 
ported liquefied  natural  gas,  LNG. 

Natus  feels  the  FPC  ruling  clears 
the  way  for  construction  of  the  U.S.' 
first  gasification  plants  beginning  in 
1976.  The  plants,  which  will  convert 
the  coal  to  a  raw  gas  before  a  cata- 
lytic process  produces  the  high  BTU 


gas,  won't  be  a  big  money  spinner  for 
Lurgi.  "For  the  value  of  the  projects, 
we  will  get  a  modest  fee,"  quips 
Natus.  "America  is  not  important  to 
us  for  business  volume.  It  is  the  tech- 
nology that  is  important.  The  States 
always  uses  American  equipment.  For 
us,  it  is  preparation  for  the  very  big 
business  of  the  future."  ■ 


Natus  of  Lurgi 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


May  30, 1975 


700,000  Shares 


Joy  Manufacturing  Company 


Common  Stock 

($1  Par  Value) 


Price  $69.50  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Blyth  Eastman  Dillon  &  Co.  Dillon,  Read  &  Co.  Inc.  Drexel  Burnham  &  Co. 

Incorporated  Incoroor.l.d 

Goldman,  Sachs  &  Co.    Halsey,  Stuart  &  Co.  Inc.   Hornblower  &  Weeks-Hemphill,  Noyes 

Affiliate  of  Btrhe  &  Co.  Incorporated  Incorporated 


E.  F.  Hutton  &  Company  Inc. 


Lazard  Freres  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers 

Incorporated 


Kuhn.  Loeb  &  Co. 
Loeb,  Rhoades  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Reynolds  Securities  Inc. 
Wertheim  &  Co.,  Inc. 
Shearson  Hayden  Stone  Inc. 


Salomon  Brothers 


White,  Weld  &  Co. 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith,  Barney  &  Co. 

Incorporated 

Dean  Witter  &  Co. 

Incorporated 

Warburg  Paribas  Becker  Inc. 


Perform  a 
death-defying  act. 

Give  Heart  Fund. 


American  Heart  Assoc 


T. 


The  Funds 

The  Ghost  Of 
Boom  Times  Past 


When  you  mention  investing  in  real 
estate  these  days,  most  people  chuck- 
le, some  of  them  ruefully.  Banks,  in- 
surance companies,  real  estate  invest- 
ment trusts,  city  governments  and 
plenty  of  tax-dodging  investors  sud- 
denly find  themselves  stuck,  pouring 
good  money  into  bad  property. 

So  guess  what  kind  of  a  brand-new- 
fund  giant  Travelers  Insurance  Co. 
($10-billion  assets)  is  launching  next 
month?  A  real  estate  fund  for  pension 
money  managers,  called  Separate  Ac- 
count R.  What's  more,  the  pension 
men  are  rushing  in. 

"They're  coming  to  us  all  right," 
says  second  vice  president  of  group 
pensions,  Thomas  Keating,  41.  "We'll 
line  'em  up  and  give  'em  numbers." 
The  fund's  target:  $1  billion  by  1985. 

Why  the  interest  in  real  estate? 
Two  reasons:  The  cyclical  stock  mar- 
ket and  ERISA  (the  Employee  Retire- 
ment Income  Security  Act),  explains 
Keating.  Newly  passed  ERISA,  in  ef- 
fect, strongly  encourages  pension 
managers  to  diversify  their  invest- 
ments, at  the  risk  of  being  charged 
with  negligent  money  management  if 
they  don't.  As  a  result,  main  pension 
managers  arc  striving  to  put  at  hast 
3%  to  10%  of  their  assets  in  real  estate. 

And  that's  where  Travelers  comes 
in.  It  has  an  established  name  in  real 
estate    investing,    dating    hack    to    the 

L860s.    Travelers    currently    manages 

$2.8  billion  of  real  estate  investments, 
mostly  low-risk,  low-retnrn  first  mort- 
gages on  commercial  and  agricultural 

real    estate.    A    Wall    Street    insurance 

analyst     sa\s,     "Travelers'     problems 

haven't  been  as  great  as  some  people's. 

but   that   max    just   be  due  Id  caution." 

Hut    Travelers'   real   estate  stall    also 

has  experience  with  more  complex, 
risky  deals,  via  its  Prospect  Co.,  Found 

ed  back  in  the    1930s  to  take  o\  cr  the 

mineral    rights    on    some    foreclosed 

properties.  Ft  later  became  a  catchall 

for  all  sorts  of  nnn-aial  lint  high-yield 

ing  ventures,  like  developing  a  grape 
\  Ineyard  in  ( lalifomia. 

"Now  we'ie  going  to  have  them 
work  the  middle  range,"  sa\s  Keating. 

"That's  how  we're  selling  it.  We're  not 

just  jumping  in  there  beeanse  we  see 
a  hot  market." 

Separate  Account   It  will  be  shoot 

ing  for  a  nel  ')'.   (in  kiiI  \  leld  and    II 
in    total    return.    About    659    <>l    llic    in 

vestment  will  be  in  equity  ownership 
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deals;  the  rest  is  in  debt  positions.  In- 
vestments will  be  split  between  de- 
veloped and  agricultural  properties, 
according  to  where  the  best  deals  are. 

"We're  not  too  interested  in  equity 
in  farmland  right  now,"  notes  Charles 
Raper,  45,  one  of  Travelers'  real  es- 
tate troops.  "The  price  of  farmland 
goes  up  in  jumps,  and  it  seems  to  be 
reaching  the  end  of  a  jump  now.  Wait 
a  few  years,  though.  ..." 

Raper,  with  a  childhood  spent  on 
farms  in  the  South  and  a  forestry  de- 
gree from  North  Carolina  State  Uni- 
versity, is  a  prime  example  of  what 
Keating  means  when  he  says  of  the 
staff:  "They  know  the  territory,  and 
they  know  the  business."  Raper 
started  work  for  Travelers  as  a  real 
estate  man  in  Macon,  Ga.  in  1958. 

Raper  smiles  genially  as  he  drawls 
an  explanation  of  how  Travelers  can 
find  opportunity  even  in  the  current 
real  estate  market:  "As  long  as  the 
land  is  producing  income,  Travelers 
can  make  money  by  being  the  mid- 
dleman even  with  stable  and  inflated 
land  prices.  It's  like  this:  You've  got  a 
guy  farming  maybe  160  acres,  doing 
fine.  His  neighbor,  though,  wants  to 
give  up  farming  and  move  into  town. 
So  the  farmer  comes  to  us.  He  can 
buy  this  land  at,  say,  $700  an  acre, 
which  is  a  lot.  But  for  him  it's  a  good 
value:  At  this  level  there  are  great 
economies  of  scale.  Now  the  guy  may 
still  be  paying  off  existing  debt,  so 
he'd  need  a  second  mortgage  to  make 
the  deal,  and  that  would  scare  a  lot 
of  lenders  off.  But  he's  a  good  pros- 
pect, and  we'd  know  it." 

He  adds,  "We  aren't  roving  deal- 
makers;  we  live  in  the  areas  we  cover." 

In  developed  properties,  mean- 
while, lots  of  properties  are  going 
cheap.  Some  of  them  are  barely 
worth  their  price,  but  some  are  gen- 
uine bargains.  If  Travelers'  staff  can  in- 
deed pick  the  cats  from  the  dogs,  this 
may  be  the  right  time  to  be  going 
into  real  estate. 

In  the  end,  the  success  or  failure 
of  Travelers'  venture  will  boil  down  to 
the  competence  of  those  men  working 
in  the  field.  One  might  well  ask  each 
of  them:  "If  you're  so  good,  why 
don't  you  go  out  and  make  a  fortune 
for  yourself?"  Right  now  the  best  of 
real  estate  men  may  be  more  than 
happy  to  wprk  under  the  umbrel- 
la of  a  corporation  like  Travelers— and 
at  a  steady  salary.  But  once  real  es- 
tate rebounds,  will  those  men  quit  to 
set  out  on  their  own?  In  a  long-range 
investment  like  real  estate,  that's 
a  question  worth  considering.    ■ 


This  advertisement  is  n  ither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  oj  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


May  29,  1975 


1,500,000  Shares 


Becton,  Dickinson  and  Company 


Common  Stock 

(Pir  Value  IX  Per  Share) 


Price  $35.50  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

F.  Eberstadt  &  Co.,  Inc. 


Dillon,  Read  &  Co.  Inc. 


Goldman,  Sachs  &  Co. 


Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


Drexel  Burnham  &  Co. 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Birhe  A  Co.  Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Kidder,  Peabody  &  Co.      Kuhn,  Loeb  &  Co.      Lazard  Freres  &  Co.      Lehman  Brothers 

Incorporated  Incorporated 

Loeb,  Rhoades  &  Co.     Merrill  Lynch,  Pierce,  Fenner  &  Smith     Reynolds  Securities  Inc. 

Incorporated 


Salomon  Brothers 


White,  Weld  &  Co. 

Incorporated 


Smith,  Barney  &  Co. 

Incorporated 

Dean  Witter  &  Co. 

Ineorporated 


Wertheim  &  Co.,  Inc. 
Shearson  Haydon  Stone  Inc. 


"Savor  it  in  sips... 

it  provides  brighteners 

for  many  a  day." 

R.  H.  Herzog 
President,  3M  Company 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 

for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  10011 

(New  York  State  residents,  add  4%-8%  for  sales  tax;  New  York  City,  8%) 
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The  Williams  Companies 

Projects  Growth 

In  1975  and  the  Future 


$5 


1970  1971  1972  1973  1974 

NET  INCOME  PER  SHARE  FULLY  DILUTED 


1975 
1ST  QTR 


IK  EARNINGS 

Growth  in  increased  earnings  per 
share  for  1 1  consecutive  years.  Growth 
as  No.  1  in  the  Fortune  500' s  "total 
return  to  investors"  for  the  1964-74 
period  with  a  37.42  percent  average  return. 
Growth  to  a  record  1974  net  income  of 
$96,000,000,  up  97  percent  over  1973 
on  a  34  percent  revenue  increase. 
Growth  in  fully  diluted  earnings  per  share 
from  $2.13  for  1973  to  $4.04  for  1974, 
a  90  percent  increase.  Growth  in  1975's 
first  quarter  earnings  of  $1.80  per  share, 
up  117  percent  over  1974's  first  quarter 
earnings  of  $.83. 

The  future?  The  Williams  Companies 
expects  its  1975  earnings  will  be  up 
substantially  over  1974.  And  resource- 
ful Williams  (WMB-NYSE)  projects 
growth  for  future  years. 


IN  FERTILIZER 

Growth  that  will  increase  Agrico 
Chemical  Company's  1974  production 
by  25  percent  in  1975,  and  by  50  per- 
cent in  1976  to  meet  the  increased 
need  for  fertilizer.  Growth  in  Agrico' s 
operating  earnings  up  from  $38,000,000 
in  1973  to  $140,000,000  in  1974. 
Agrico:  One  of  the  world's  largest 
fertilizer  companies.  And  growing. 

IN  ENERGY 

Growth  through  rapidly  expanding 
Williams  Energy  Company,  a  leading 
retailer  of  LP-gas  in  25  states,  and  a 
marketer  of  refined  petroleum  products. 
Growth  through  Williams  Pipe  Line 
Company's  8,300  mile  system,  one  of  the 
largest  in  the  world.  Growth  through 
Williams  International  Group  which  has 
the  highest  backlog  of  pipeline  con- 
struction contracts  in  its  history,  and  is 
active  in  10  nations. 


Want  to  know  more  about  The 
Williams  Companies?  Write  for  a  copy 
of  our  annual  report. 


THE  WILLIAMS  COMPANIES 

NBT  Building  •  Tulsa,  Okla   74103 


Major  subsidiaries:  Agrico  Chemical  Company,  Williams  Energy  Company, 
Williams  Pipe  Line  Company,  Williams  International  Group,  Edgcomb  Steel  Company. 
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64    1965       1966      1967       1968 

Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  buifdtng?  (Bureau  of 


1969   1970   1971   1972   1973 

Census  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services?  (U.S.  Dept  of  Labor 


OCT. 

NOV 

DEC. 

JAN 

FEB.    

MAR 

APR.  (Prel.) 


122.7 
119.2 
115.7 
113.6 
112.7 
110.2 
109.5 


1974  1975 

service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market  Comment 


Prospecting  After 
A  Market  Rise 

By  L.  O.  Hooper 


It  is  not  true  that  there  are  no  bar- 
gains left  in  the  stock  market.  There 
are  not  as  many  as  there  were  last 
December,  but  there  are  still  stocks 
that  have  not  been  "discovered"  or 
"exploited."  Other,  more  visible,  good 
issues,  which  have  had  substantial  ad- 
vances, also  are  cheaper  than  they 
were  some  weeks  ago  and  still  rep- 
resent high  values  in  assets  and  po- 
tential earnings. 

The  stock  market,  as  measured  by 
the  averages,  has  been  "resting"  and 
consolidating.  However,  it  has  re- 
traced less,  rather  than  more,  ground 
than  I  have  been  anticipating.  If  the 
Dow  should  get  back  to  around  750 
(or  even  a  little  lower),  I  would  re- 
gard it  as  constructive  and  the  rea- 
sonable thing  to  expect  after  a  rise 
from  570  to  around  868  (intraday) 
in  about  five  months.  I  hasten  to  as- 
sert that  this  is  not  a  prediction. 

Remember,    we    had    a    loud    and 
clear  Dow  Theory  signal  that  the  mar- 
Mr.    Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


ket  has  changed  from  bear  to  bull; 
that,  in  all  probability,  what  we  have 
seen  so  far  in  1975  is  the  first  "leg" 
of  a  new  bull  market  which  will  be 
followed  by  other  "legs"  of  the  same 
broad  movement.  Bull  markets,  es- 
pecially in  their  early  stages,  antic- 
ipate rather  than  reflect,  and  all  bull 
markets  are  nourished  by  cash  more 
than  by  news.  This  market  still  has 
plenty  of  cash  motivation,  and  there 
has  seldom  been  one  so  little  financed 
by  credit  or  buying  on  margin. 

Blue-Chip  Buys 

One  of  the  "big"  stocks  that  has 
come  down  nicely  is  U.S.  Steel  (58 
vs.  a  recent  top  of  65%).  Earnings  in 
the  second  half  of  the  year,  like  those 
of  all  major  steel  companies,  will  be 
lower.  Net  for  the  full  year  could  be 
as  low  as  $8.50  a  share,  as  against 
$11.72  in  1974,  in  spite  of  the  re- 
ported first-quarter  net  of  $3.36 
(which  included  a  profit  of  82  cents 
from  the  sale  of  timberlands).  Even 
the  lower  stock  price  would  be  just  7 


times  earnings  and  only  70%  of  a  book 
value  of  $82.23  a  share  at  the  end 
of  1974.  I  doubt  whether  the  proper- 
ties of  U.S.  Steel  could  be  reassembled 
and  reproduced  at  present  cost  prices 
for  2  or  3  times  their  book  value. 

Another  value  in  a  big  stock  is  Al- 
can  Aluminium  (23).  This  stock  pays 
a  reduced  dividend  of  80  cents  and 
should  earn  $1.75  a  share  this  year, 
perhaps  as  much  as  $2.50  or  even  $3 
a  share  next.  The  world's  largest  pro- 
ducer of  primary  aluminum  is  also  the 
lowest  cost  producer  because  of  low 
cost  hydroelectric  facilities  in  Canada. 
Earnings  are  way  down  this  year 
($4.11  reported  net  per  share,  with 
$7.96  cash  flow  in  1974)  because  of 
reduced  ingot  production  to  maintain 
world  prices.  Last  year  61%  of  the 
output  was  fabricated,  39%  in  ingots 
and  ingot  products.  Book  value  at  the 
end  of  last  year  was  $31.41  a  share. 
The  low  of  the  stock  last  year  was 
18J£,  so  its  rise  has  been  much  less 
than  most  blue  chips. 

With  this  nation  becoming  more 
and  more  dependent  on  imported  oil, 
it  is  not  strange  that  investors  are  be- 
ginning to  appreciate  the  possibili- 
ties in  our  huge  store  of  readily 
available  energy— coal— and  that  coal 
shares  are  much  in  vogue.  Continental 
Oil  (69)  has  been  outpacing  other 
domestic  oils  because  earnings  of  its 
fully  owned  Consolidation  Coal  are 
rising  fast  enough  to  offset  lower  oil 
profits  stemming  from  government 
policies.    Consolidation's   reserves   are 
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Public  Service  Electric  and  Gas  Company 

declares  its  dividends  for  the  quarter 

ending  June  30,  1975. 

QUARTERLY  DIVIDENDS 

The  Board  of  Directors  has  de- 

clared the  following  dividends  foi 

the  quarter  ending  June  30,  1975 

Dividend 

Class  of  Stock  Par  Shara 

Common 

$  .43 

All  dividends  are  payable  on  or 

$1.40  Dividend 

before  June  30,  1975  to  stock- 

Preference Common 

$  .35 

holders  of  record  May  30, 1975. 

Cumulative  Preferred 

MALCOLM  CARRINGTON,  JR. 

4.08%  Series 

$1.02 

Vice  President  and  Secretary 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

-_^ 

7.40%  Series 

1.85 

jg^fyk 

7.52%  Series 

1.88 

W       ^ 

7.70%  Series 

1.925 

^fe/i^y 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

T%£^W1?4^ 

9.62%  Series 

2.405 

M^%l&f    ■ 

12.25%  Series 

3.0625 

Newark,  New  Jersey 

Mr.  Dines  unflinchingly 

predicts  Golds  and  Silvers 

are  on  the  Verge  of  an 

Historic  Upmove. 

THE  DINES  LETTER  warns  that  only  gold  and  silver- 
related  assets  are  the  right  paths  to  safety  in  the 
coming  period.  The  gold  uptrend  was  interrupted  by 
the  government  gold  sale  but  Mr.  Dines  judges  this 
to  be  only  temporary  and  still  fearlessly  predicts  that 
gold  and  silver  stocks  will  have  historic  rises  from 
here. 

Let  us  send  you- 

IN-DEPTH  REPORTS  ON  HOMESTAKE  MINING,  HECLA, 
R0SARI0,  COLT,  DOME  and  EMPEROR  MINES  with 
EXPLICIT  ADVICE  TO  BUY  OR  SELL.  What  does  Mr. 
Dines  say  about  ASA,  Amgold,  Agnico-Eagle  and  many 
other  golds  and  silvers? 

FOR  THESE  FEATURES  PLUS  MANY  MORE  (book  reviews, 
short-term  trading  stocks,  etc.)  send  this  ad  with  your 
name,  address  and  $10.  (Payment  MUST  be  enclosed) 
for  a  4-issue  trial  subscription  to  THE  DINES  LETTER. 
Or,  send  $70  for  6  months  (24  issues);  $115  for  1 
year  (46  issues). 

Mr.  Dines'  latest  book,  THE  INVISIBLE  CRASH,  is  avail- 
able at  all  leading  bookstores.  The  ACCURACY  OF  PRE- 
VIOUS ADVICE  IN  THE  DINES  LETTER  DOES  NOT  AS- 
SURE THE  CORRECTNESS  OR  PROFITABILITY  OF  FUTURE 
RECOMMENDATIONS. 


The  Dines  Letter 

18  East  41st  St.,  New  York,  NY.   10017 

(Not  assignable  without  your  consent.)  J65M2 

(N.   Y.    residents,   please   add   applicable   sales   tax.) 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•     •     •     *     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

****** 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Box  26659-FO 

Albuquerque,  New  Mexico  87125 

Area  Code  505—623-0507 


understood-  to  be  in  excess  of  14  bil- 
lion tons,  or  larger  than  those  of  either 
Union  Pacific  or  Burlington  Northern, 
both  of  which  have  something  like  11 
billion  tons  in  the  ground. 

Double  Boom 

Joy  Manufacturing  (77),  one  of 
the  largest  makers  of  coal-mining  ma- 
chinery, is  experiencing  a  boom  on 
«top  of  a  boom.  Some  estimates  of 
what  this  company  may  be  able  to 
earn  in  the  next  fiscal  year  beginning 
Sept.  30  are  so  high  that  I  hesitate  to 
mention  them. 

Kaiser  Steel  (38)  is  doing  all  right 
in  steel,  but  due  to  coal  earnings  in 
Canada  this  year  may  be  able  to 
earn  $10  to  $12  a  share.  This  com- 
pany's first-quarter  net  was  $4.10  a 
share  as  against  $1.29  a  year  ago.  .  .  . 
Industrial  Fuels  (22)  is  essentially  a 
merchandiser  and  "wet  nurse"  for 
many  independent,  largely  nonunion 
mines,  especially  those  in  the  Appala- 
chian area.  This  company  earned  just 
about  as  much  in  the  first  half  of  the 
fiscal  year  ending  Aug.  31  (profits 
were  $4.75  a  share)  as  in  each  of 
the  previous  fiscal  years.  Of  course, 
these  two  coal-related  stocks  are  more 
speculative  than  Continental  Oil,  men- 
tioned earlier,  or  Pittston  (80),  which 
is  expected  to  earn  $10  a  share  this 
year,  or  Union  Pacific  (77)  or  Bur- 
lington Northern  (40). 

Ralph  M.  Parsons  (24  on  the 
ASE),  a  large  engineering  and  con- 
struction company  well  placed  in  the 
building  of  petroleum,  chemical  and 
mining  and  metallurgical  facilities, 
now  has  a  backlog  of  business  in  ex- 
cess of  $2  billion,  up  from  $1.45  bil- 
lion at  the  end  of  1974  and  $560  mil- 
lion at  the  end  of  1973.  Profits  for 
the  first  quarter  were  79  cents  a  share, 
as  against  41  cents  in  the  same  period 
a  year  ago  and  $2.51  in  all  of  last 
year.  The  risks  in  any  contracting 
company  are  obvious,  but  manage- 
ment is  doing  all  it  can  to  anticipate 
accelerating  costs.  Earnings  are  ac- 
crued as  contract  payments  are  made 
and  may  vary  widely  from  quarter  to 
quarter.  For  those  who  can  assume 
such  risk   the  stock  looks  attractive. 

For  those  who  are  looking   for   a 
high  yield,  I  would  suggest  a  reread 
ing  of  Harlan  Batrus'  column  on  page 
74  of  the  June  1  Forbes.  There  are 
many  A-rated  public  utility  first-mort- 
gage bonds  of  both  long  and   Intel 
mediate  maturity  that  offer  a  yield  "I 
from  9%  to  better  than  12%.  Even  if 
you  look  on  these  bonds  as  nothing 
but  common  stocks  in  bond  clothing, 
you  can't  match  these  yields  in  Itockl 
About  the  best  you  can  get  in  good 
quality  industrial  stocks  is  around  1%. 
and   even   then    you   have    a    narrow 
assortment.   ■ 


74 


FORBES,    JUNE    15.    1975 


Is  your  Municipal  Bond 
Portfolio  Insurable? 

Now  you  can  find  out  by  mail, 

in  complete  confidence, 

without  cost  or  obligation. 

(Average  cost  to  insure 

a  $50,000  portfolio  is  about 

$65  per  year) 


While  municipals  are  thought  to  be  the  soundest  part  of  an  in- 
vestor's overall  portfolio,  even  the  "experts"  agree  they're  still  con- 
sidered an  investment .  .  .  which  by  definition  includes  risk. 

Risk  in  encountering  delay  and  legal  red  tape  when  adversity  strikes 
a  municipality.  Risk  of  default.  Risk  in  not  being  absolutely  sure 
you  or  your  family  will  receive  interest  and  principal  when  due. 
(Which  could  come  at  a  time  it  is  needed  most). 

Today  there  are  over  100,000  issues  of  municipal  bonds  in  bond- 
holders' hands.  Ratings  change  and  they  can't  be  checked  in  the 
newspapers.  Other  changes  are  occurring  too.  Changes  in  a  munici- 
pality's debt  burden,  its  balance  of  revenue  to  expenditure,  its  quality 
of  management.  Political  change  is  also  a  factor.  It  produces  dif- 
ferent governing  policy  which  can  affect  the  degree  of  safety  your 
investment  enjoys.  All  in  all,  this  adds  up  to  quite  a  bit  for  any 
investor  to  keep  up  with. 

Today  investors  in  municipal  bonds  owe  it  to  themselves  and  their 
families  to  protect  their  investment  and  enjoy  peace  of  mind.  And 
today  MCIC  Indemnity  Corporation  can  make  that  possible  by  pro- 


viding insurance  for  an  investor's  municipal  bond  portfolio  which 
is  so  nominal  in  cost  that  it  is  insignificant. 

If  your  portfolio  is  insurable,  MCIC  Indemnity  will  guarantee  prompt 
payment  of  interest  and  principal  when  due.  It  can  protect  you 
against  any  payment  delay  or  interest  and  principal  loss.  It  can 
totally  eliminate  concern  of  default,  or  legal  red  tape.  And  it  can 
absolutely  guarantee  that  you  will  receive  your  money  exactly  on 
time.  Low  rated  as  well  as  non-rated  bonds  can  be  covered.  While 
minimum  portfolio  size  is  $50,000  there  is,  however,  no  maximum. 
In  short,  your  municipal  bond  portfolio  can  become  "insured  safe" 
just  like  your  savings  account. 

If  you  own  $50,000  or  more  of  municipal  bonds,  send  the  coupon 
and  let  MGIC  Indemnity  inform  you  by  mail,  and  in  complete  con- 
fidence, whether  your  portfolio  is  insurable  and  what  the  cost  would 
be.  Since  there  is  no  charge  or  obligation  — do  it  now  while  you 
are  thinking  of  it.  The  way  things  are  going  today  you  may  sleep 
a  little  easier.  And  it  could  be  something  your  family  may  thank 
you  for  doing  later  on. 


MGIC 

MCIC  Indemnity  Corporation 

a  subsidiary  of  MCIC  Investment  Corporation 


Not  available  to  investors  in 
Kansas.  Minnesota,  New  lersey. 
of  Texas. 


'Exact  annual  premium  is  based  on  the  bonds  in  each  individual's  portfolio. 


MGIC  Indemnity  Corporation 
Municipal  Bond  Department  A 
MGIC  Plaza 
Milwaukee,  Wisconsin  53201 

I  would  like  to  know  if  my  municipal  bond  portfolio  is  insurable  and  what 
the  cost  of  insuring  it  would  be.  Please  send  all  necessary  facts  and 
information.  I  understand  there  is  no  charge  and  that  I  will  not  be  under 
obligation.  Everything  will  be  handled  strictly  by  mail. 
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Stock  Comments 


The  Bull  Has  Rested 


By  Heinz  H.  Biel 


A  month  ago,  when  the  Dow  first 
reached  the  860  level,  the  stock  mar- 
ket began  to  look  a  bit  tired.  After  a 
280-point  rise  in  just  over  five  months, 
the  time  had  come  to  take  a  breather 
in  order  to  generate  the  strength  need- 
ed to  push  stock  prices  through  the 
thick  overhead  supply  in  the  850  to 
900  area.  Subsequently,  the  market 
did  have  a  setback  of  some  50  points, 
and,  as  had  been  the  case  during  oth- 
er reactions  this  year,  trading  volume 
contracted  sharply  on  the  decline.  To 
me  this  is  a  favorable  symptom. 
Whether  the  summer  rally— if  and 
when  it  comes— will  be  strong  enough 
to  lift  the  Dow  above  900  remains  to 
be  seen.  I  believe  the  odds  are  quite 
favorable  that  this  level  will  be 
reached  before  Labor  Day. 

Everyone  has  been  anxiously  wait- 
ing for  the  first  visible  sign  that  our 
economy  is  really  in  the  bottoming- 
out  stage.  If  the  leading  indicators  can 
be  trusted— and  the  historic  record  of 
this  newly  revamped  index  is  good- 
then  we  do  have  evidence  that  an  up- 
turn is  in  the  making.  Let's  hope  that 
future  business  statistics  will  confirm 
this  indication. 

Meanwhile  we  will  have  to  contend 
with  interim  reports  for  the  second 
quarter,  which  will  soon  be  coming 
out.  I  expect  the  comparison  with  a 
year  ago  to  be  very  poor,  because  the 
second  quarter  of  1974  was  a  real 
humdinger.  However,  if  the  profit  lev- 
el of  the  first  quarter  has  been  reason- 
ably maintained  in  the  June  quarter, 
the  interim  earnings  reports  are  unlike- 
ly to  be  an  important  market  factor. 

The  Coal  Boom 

Now  that  the  "danger"  of  lower  oil 
prices  seems  to  have  passed,  the  prof- 
itable future  of  the  American  coal  in- 
dustry appears  to  be  assured.  As  a  re- 
sult, prices  of  coal  stocks  have  soared. 
Pittston  went  from  a  1974  low  of  22 
to  81;  Eastern  Gas  &  Fuel  sustained 
a  rise  from  12M  to  over  50;  Westmore- 
land Coal  went  from  24M  to  58. 

Jim  Walter,  a  building  materials 
company  with  a  budding  coal-min- 
ing business,  has  tripled  in  price.  Con- 
tinental Oil,  which  acquired  Consoli- 
dation Coal  in  1966,  is  selling  at  an 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


alltime  high  and  at  the  highest  earn- 
ings multiple  of  all  major  oil  compa- 
nies. Even  Occidental  Petroleum  has 
suddenly  come  to  life  because  of  its 
ownership  of  Island  Creek  Coal.  And 
recently  Standard  Oil  of  California  an- 
nounced its  intention  to  buy  5.9  mil- 
lion shares  of  AM  AX  for  $333  million, 
paying  an  alltime  high  price  of  $56  a 
share.  Socal's  eye  undoubtedly  is  on 
AMAX's  rapidly  growing  coal  produc- 
tion rather  than  on  that  company's 
other  varied  activities. 

The  only  one  that  is  left  out  in  the 
cold  is  poor  Kennecott  Copper,  which 
is  under  an  FTC  order  to  divest  itself 
of  Peabody  Coal,  the  country's  larg- 
est coal  producer,  by  October  1975. 
It  is  a  cruel  fate  for  Kennecott,  whose 
shares  would  most  probably  be  selling 
far  above  their  present  price  of  37  if 
the  company  were  permitted  to  earn 
the  large  future  profits  which  investors 
now  seem  to  visualize.  Yet  even  the 
forced  sale  of  Peabody  Coal  should 
fetch  a  high  enough  price  to  make 
Kennecott  worth  more  than'it  is  sell- 
ing for  at  present. 

Time  For  Profit-Taking 

As  far  as  the  high-flying  coal  (oil) 
stocks  are  concerned,  this  group  is 
getting  a  little  too  popular  for  my 
taste.  It  has  become  a  fad  to  own  coal 
stocks,  but  I  believe  that  it  is  rather 
late  to  jump  on  the  bandwagon.  At 
least  partial  profit-taking  should  be 
considered,  particularly  in  cases  where 
holdings  in  this  industry  have  become 
disproportionately  large  as  a  result  of 
recent  steep  appreciation.  This  indus- 
try will  need  huge  capital  investments 
for  major  production  increases.  In  the 
past,  coal  mining  has  not  been  a  bed 
of  roses.  Will  it  be  in  the  future? 

In  other  areas  of  the  market  we  be- 
gin to  see  the  reemergence  of  what 
used  to  be  known  as  the  upper  tier. 
Evidently  the  banks  are  once  again 
on  the  buy  side  of  the  market,  and 
their  stock  preferences  seem  to  have 
changed  little  from  their  predilections 
of  the  early  Seventies.  Even  Avon 
Products,  one  of  the  vestal  virgins  that 
has  lost  its  momentum  and  is  likely  to 
show  only  a  modest  earnings  gain  this 
year,  is  again  selling  at  a  multiple  of 
25,  a  ratio  which,  at  least  in  my  opin- 
ion, reflects  the  company's  past  glory 


rather    than    its    glowing    prospects. 

By  contrast,  IBM,  the  bluest  of  the 
blue  chips,  has  a  P/E  of  about  17. 
IBM  has  a  fairly  high  degree  of  re- 
cession resistance,  but  it  is  not  im- 
mune. I  do  not  think  that  investors 
should  be  too  greatly  concerned  about 
the  Government's  antitrust  suit,  which 
finally  got  under  way  last  month.  Be- 
fore we  know  the  outcome  of  that  bat- 
tle, we  will  be  a  few  years  older. 

Besides  considering  IBM  as  a  de- 
sirable long-term  investment,  the  stock 
offers  an  intriguing  option  "play."  For 
example:  Buy  100  IBM  at  215.  Total 
cost,  including  commission,  $21,581. 
Sell  the  October  option,  striking  price 
220,  for  20/2.  Net  proceeds,  after  com- 
mission, would  be  a  little  over  $2,000, 
reducing  the  net  investment  to 
$19,573.  Now  there  are  two  possi- 
bilities: 1)  IBM  sells  above  220  and 
the  call  is  exercised.  In  that  event  you 
have  a  short-term  capital  gain  of 
$2,347  ($427  plus  option  proceeds  of 
$2,007  less  $87  commission  and  tax) 
plus  a  dividend  of  $150,  for  a  total  re- 
turn of  $2,497,  or  12.7%  on  your  in- 
vestment over  a  peiod  of  only  about 
4%  months.  2)  In  the  event  IBM  does 
not  rise  above  220  and  the  option  ex- 
pires unexercised,  you  have  earned  a 
(taxable)  income  of  $2,000.  You  still 
own  the  stock  and,  if  you  wish,  you 
can  sell  another  option. 

The  Widows  Respond 

Judging  by  the  number  of  letters 
from  readers,  my  May  1  column 
("What  To  Tell  Your  Future  Wid- 
ow") seems  to  have  touched  some  raw 
nerves.  Leaving  your  widow  in  the 
hands  of  a  good  law  firm  or  a  top- 
notch  bank  has  not  always  been 
good  enough.  In  one  case  it  took  the 
lawyers  eight  years  to  settle  what 
seemed  to  be  a  fairly  simple  estate. 
And  as  far  as  bank  trust  departments 
are  concerned,  well,  let  me  quote  a 
letter  of  a  particularly  articulate  wid- 
ow: "The  trust  department  was  treat- 
ing me  like  a  coach  passenger.  I  have 
been  through  so  many  young  trust  of- 
ficers that  I  can't  begin  to  number 
them  ....  if  they  don't  want  to  man- 
age the  money  and  merely  want  to 
throw  me  into  one  of  their  funds,  they 
should  get  out  of  trust  management. 
They  were  eager  enough  to  accept 
the  trust." 

In  conclusion,  she  says,  "In  theory 
I  approve  of  the  trust  for  many  wid 
ows  because  at  least  they  cannot  be 
courted   and   wheedled   out   of   their 
money— and  believe  me,  when  one  is 
vulnerable,  it  is  not  too  difficult  to  do." 
This    lady    also    offers    excellent    ad 
vice  which  all  husbands  should  hted 
Make  your  spouse  a  co-trustee  so  that 
a  trust  department  cannot   invest   in 
equities  without  her  consent.   ■ 


76 


FORBES,   JUNE    15.    1975 


Why  Value  Line  Suggests... 

Watch  out  for 


hit^twtk 


in  these  Stocks 

Plus  a  list  of  high-yielding  stocks 
whose  dividends  we  consider"secure' 


Value  Line  expects  per  share  dividends 
paid  by  U.S.  corporations  to  go  up  roughly 
150%  by  1980— a  nice  picture  indeed. 

But  the  shorter-term  picture  is  not  so 
nice.  Value  Line  estimates  that  perhaps  as 
many  as  20%  of  the  1550  common  stocks 
we  monitor  will  experience  dividend  cuts 
this  year  —  as  the  squeeze  on  corporate 
profits  and  liquidity  continues. 

WHERE  IT  MATTERS  MOST 

A  dividend  cut  is  hardly  good  news  for  any 
stock.  But  such  reductions  could  be  espe- 
cially harsh  for  income-oriented  investors 
who  have  selected  stocks  specifically  for 
high  yields. 

Currently  The  Value  Line  Investment 
Survey  shows  264  stocks  with  yields  rang- 
ing from  8%  to  14%  or  even  higher— based 
on  estimated  dividends  in  the  next  12 
months  (Value  Line  April  25). 

Of  these  264  stocks  yielding  8%  and 
up,  Value  Line  now  assesses  71  as 
"doubtful"  with  respect  to  the  mainte- 
nance of  present  dividend  rates. 

It  is  important,  we  think,  to  identify  these 
"doubtful"  stocks  because  dividend  cuts— 
if  and  when  they  occur— not  only  reduce 
investment  income  but  can  also  affect  stock 
prices. 

CONTINUING  ALERT 

Every  week  Value  Line's  new  Summary  of 
Advices  presents  key  ratings  and  data  for 
each  of  1550  stocks  under  continuous  re- 
view—including estimated  dividends  in  the 
next  12  months. 

To  keep  investors  continually  alerted  to 
possible  cuts,  we  "dot"  the  estimated  divi- 
dends of  every  stock  which  is  currently  in 
the  "doubtful"-category. 

In  addition,  the  weekly  Summary  of  Ad- 
vices also  presents  a  special  compilation 
of  the  100  stocks  with  the  highest  current 
dividend  yields.  Those  not  "dotted"  are  con- 
sidered by  Value  Line  to  have  "secure"  divi- 
dends. Current  yields  in  the  "secure"  group 
range  from  13.2%  to  9.4%  (Value  Line 
April  25). 


INVESTMENT  SAFETY 

Value  Line  regularly  ranks  the  1550  stocks 
under  review  —  each  relative  to  all  the 
others  —  for  long-term  investment  Safety. 
The  ranks  range  from  1  (Highest)  down  to 
5  (Lowest). 

The  Safety  rank  primarily  reflects  the 
degree  to  which  a  stock  typically  fluctuates 
around  its  own  long-term  price  trend.  The 
greater  the  price  stability,  the  higher  the 
Safety  rank.  Roughly  half  of  all  the  stocks 
currently  yielding  8%  or  higher  are  also 
ranked  above  average  for  Safety  (Value 
Line  April  25). 

Whatever  you  may  be  looking  for  in  your 
investments,  you'll  find  disciplined  ratings, 
measurements  and  evaluations  in  the  Value 
Line  Survey  to  help  you  pinpoint  the  stocks 
that  are  currently  best  for  you. 

UPDATED  EVERY  WEEK 

"Every  week— for  EACH  of  1550  stocks  — 
Value  Line  presents  the  up-to-date  .  .  . 

a)  Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— relative  to  all  other 
stocks  under  review.  The  ranks  range 
from  1  (Highest)  down  to  5  (Lowest); 

b)  Rank  for  investment  Safety  (from  1  down 
to  5); 

c)  Estimated  Yield  in  the  Next  12  Months; 


d)  Estimated  Appreciation  Potentiality  in 
the  Next  3  to  5  Years  —  showing  the 
future  "target"  price  range; 

e)  Latest  Price,  Earnings,  P/  E  and  Dividend 
data. 

In  addition,  each  of  the  1550  stocks  is 
the  subject  of  a  comprehensive  new  full- 
page  Rating  &  Report  at  least  once  every 
three  months— including  23  series  of  vital 
financial  and  operating  statistics  going 
back  10  years  and  estimated  3  to  5  years 
into  the  future. 

HOW  TO  PARTICIPATE 

You  can  now  receive  the  complete  Value 
Line  Investment  Survey  for  the  next  10 
weeks  for  only  $25  (more  than  45%  off  the 
regular  rate).  This  will  bring  you  everything 
offered  above  plus  all  of  the  following: 

EVERY  WEEK  a  new  SUMMARY  OF  AD- 
VICES section  (24  pages) . . .  showing  the 
current  ratings  of  1550  stocks  for  future 
relative  Price  Performance  and  Safety  — 
together  with  their  Estimated  Yields  and  the 
latest  earnings,  dividends  and  P/  E  data. 

EVERY  WEEK  a  new  RATINGS  &  RE- 
PORTS section  (144  pages)  .  .  .  with  full- 
page  analyses  of  about  120  stocks.  During 
the  course  of  the  next  10  weeks  you  will 
receive  new  reports  at  the  rate  of  about  120 
a  week  which  will  replace  and  update 
those  already  in  your  binder.  (It  takes  but  a 
minute  a  week  to  file  the  new  reports  in 
your  Value  Line  binder.) 

EVERY  WEEK  a  new  SELECTION  &  OPIN- 
ION section  (4  pages)  .  .  .  with  a  detailed 
analysis  of  an  Especially  Recommended 
Stock  —  plus  a  wealth  of  investment  back- 
ground including  the  Value  Line  Composite 
Average  of  more  than  1 550  stocks. 

PLUS  THIS  $35  BONUS  .  .  .  Value  Line's 
complete  1800-page  Investors  Reference 
Service  (sold  separately  for  $35),  with  our 
latest  full-page  reports  on  all  stocks  under 
review  —  fully  indexed  for  your  immediate 
reference. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special  offer. 
If  you  are  not  completely  satisfied  with  the 
Value  Line  Survey,  just  return  the  material 
you  have  received  within  30  days  for  a  full 
refund  of  your  fee. 

To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  coupon  today. 
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The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO., INC. •  5  EAST  44th  STREET  •   NEW  YORK,  N.Y.  10017 

Yes,  I  would  like  to  try  The  Value  Line  In- 
vestment Survey  for  the  next  10  weeks  at 
the  Special  trial  rate  of  $25  under  the 
terms  and  guarantee  listed  above. 

This  special  offer  is  limited  to  new  sub- 
scriptions and  is  available  only  once  to  any 
household  every  two  years. 
□  $25  Payment  enclosed  (Trial  subscrip- 
tions must  be  accompanied  by  payment). 


□  I  would  prefer  one  year  (52  issues)  of 
Value  Line  and  The  Investors  Reference 
Service  for  $248. 


D  $248  Payment 
enclosed 


□  Bill  me  for  $248 


N.Y.  residents,  please  add  applicable  sales 
tax.  Subscription  fees  are  fully  tax-deduct- 
ible. Foreign  rates  upon  request. 
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SIGNATURE 


NAME  (PLEASE  PRINT) 


ADDRESS 


CITY 


STATE 


ZIP 


No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent. 


a  NO  LOAD  mutual  fund 
primarily  designed  for  Keogh 
and  other  retirement  plans 
and  which  may  currently 
be  of  interest  to 
all  investors 
seeking  capital 
growth. 

no  sales  charge 
no  redemption  fee 

SEND  FOR  FREE  PROSPECTUS 

and  complete  information 

PARTNERS  FUND,  INC. 

522  Fifth  Avenue  Dept.  F 

N.Y..  N.Y.  10036.  (212)  575-7220 

Name =_ 

Address . 

City 


.State_ 
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DIVIDEND 


NOTICE 


SHELL  OIL 
Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty-five  cents  (65?)  a  share  on 
the  Common  Stock  of  this  Com- 
pany, payable  June  23,  1975,  to 
shareholders  of  record  June  9, 
1975. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 
May  29,  1975 
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Technician's  Perspective 


Listen  To  The  Fed 


As  LONGTIME   READERS   of   this    Column 

know,  I've  always  thought  that  inves- 
tors are  well  advised  to  watch  what 
the  Federal  Reserve  does  and  to  listen 
to  what  it  says.  True,  Fed  actions  and 
Fed  pronouncements  have  often  been, 
or  seemed  to  be,  contradictory,  and 
supersophisticates  insist  that  what 
the  Fed  does  counts  much  more  than 
what  it  says.  But  from  now  on,  we 
can  probably  expect  the  central  bank's 
words  to  be  more  consistent  with  its 
deeds.  So  listening  should  pay  off  per- 
haps better  than  in  the  past. 

What  has  set  the  stage  for  this 
change  is  a  recent  joint  Congressional 
resolution    calling    on     the    Fed    to 

1)  maintain  long-run  growth  of  the 
monetary  and  credit  aggregates  com- 
mensurate with  the  economy's  long- 
term     production     growth     potential; 

2)  consult  with  Congress  semiannual- 
ly about  its  plans  for  money  growth; 

3)  explain  publicly  any  deviation 
from  these  plans. 

FRB  Chairman  Arthur  Bums  ap- 
parently has  committed  the  Fed  to 
cooperate  fully  with  Congress  in  the 
spirit  of  this  resolution,  even  though 
it  does  not  have  the  force  of  law.  For 
openers,  Dr.  Burns  told  Congress  that 
the  Fed's  objective  for  the  year 
through  March  1976  is  a  5%  to  7%% 
increase  in  Mj— i.e.,  the  money  sup- 
ply as  defined  to  include  privately 
held  currency  and  demand  deposits. 
This  was  the  first  time  ever  that  the 
Fed  publicly  stated  its  monetary  poli- 
cy in  advance  for  a  12-month  period 
—clearly  a  radical  departure  from 
precedent,  as  would  be  a  public  justi- 
fication of  any  change  in  this  policy. 

The  broader  implications  of  the 
Congressional  resolution,  and  the 
Fed's  cooperation  with  it,  may  be  a 
good  deal  more  conservative  than  one 
might  think.  A  clue  to  this  was  provid- 
ed by  Dr.  Burns  when  he  told  Con- 
gress that  he  regarded  a  5%  to  1Vi% 
one-year  expansion  in  M1— decidedly 
inadequate  for  aggressive  pump-prim- 
ers—as relatively  high  by  long-term 
standards.  And  it  would  be  high  also 
by  the  standards  of  the  Congressional 
resolution,  which  calls  for  long-run 
money  growth  commensurate  with  po- 
tential output  growth.  The  latter  has 

Mr.  Schulz  is  a  senior  partner  in  the  NYSE  firm  of 
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By  John  W.  Schulz 

been  estimated  at  about  4%  a  year, 
but  lately  some  economists  have  ques- 
tioned whether  "real"  output  (ex-in- 
flation) should  not  be  projected  to 
grow  at  a  somewhat  slower  pace. 

So  it  is  possible  to  suspect  that 
Congress  has,  in  effect,  sanctioned 
Dr.  Burns'  hardnosed  anti-inflation 
stand,  and  that,  therefore,  FRB  policy 
will  aim  at  an  Mi  growth  rate  nearer 
5%  than  7/2%  during  the  months 
ahead  while  the  economy  may  still  be 
in  the  bottoming-out  stage.  The  Fed's 
chairman  has  also  said  that  a  more 
conservative  rate  of  money  growth 
will  become  imperative  once  the  busi- 
ness recovery  gathers  momentum,  if 
fresh  inflationary  pressures  are  to  be 
minimized.  This  would  hardly  add  up 
to  a  generous  money  and  credit  policy. 
True,  insofar  as  it  might  promise  an 
eventual  return  to  relative  price  sta- 
bility, it  could  hold  long-term  appeal 
for  the  investor.  Nearer  term,  too,  in- 
vestors could  probably  live  with  it, 
because  business  credit  requirements 
presumably  won't  make  any  great  de- 
mands on  money  availability  until  the 
economy  picks  up  in  earnest. 

But  when  that  happens,  and  if  the 
Fed  then  becomes  less  accommodat- 
ing, the  stock  market  could  be  facing 
new  competition  for  money  from  oth- 
er sectors  of  the  economy.  Under  such 
conditions,  demand  for  common  stocks 
would  probably  have  to  focus  more 
on  corporate  earnings  gains  than  on 
rising  price/ earnings  ratios,  which  are 
often  at  least  in  part  a  function  of 
falling  interest  rates. 

A  Tamer  Bull 

But  if  the  Fed  is  indeed  aiming  t<i 
keep  the  business  recovery  relatively 
cool,  investors  might  have  to  scale 
down  their  expectations  ol  year-to- 
year  earnings  improvement  from  what 
they  seem  to  be  currently.  Perhaps 
some  awareness  of  such  prospects  has 
lately  crept  into  the  stock  market, 
helping  to  ripen  it  for  an  intermedi- 
ate-trend reaction  (more  than  a  typi 
cally  "minor"  correction  <>l.  s.i\,  .7.  bo 

6%  in  the  DJI).  This  factor  OOuld,  in 
any  case,  be  expected  to  make  the 
hull  market's  next  upswing  phase 
much  tamer  than  what  we  ^ot  used 
to  earlier  this  year. 

Meanwhile,    anyone    who    is    so    in 


78 


FORBES,   JUNE    15,    1975 


clined  can  see  more  decidedly  un- 
pleasant implications  in  the  Fed's 
stated  money-growth  objective,  given 
the  framework  of  the  Congressional 
resolution.  Most  economists  seem  to 
expect  that  inflation  will  subside,  at 
best,  to  a  4%  or  5%  annual  rate  during 
the  next  six  to  12  months.  If  so,  a  5% 
to  7/2%  money-growth  target  would 
mean  that  the  "real"  Mx  (ex-infla- 
tion) would  be  growing  at  a  rate  of 
only,  say,  1%  to  3M%,  or  less  than  the 
generally  assumed  growth  potential  of 
"real"  output.  From  this  viewpoint, 
the  official  money-growth  policy  could 
be  described  as  downright  restrictive. 

Deeper  Corrections 

The  resulting  restraint  could  make 
itself  adversely  felt  in  the  stock  mar- 
ket, where  some  investigators  have 
observed  occasionally  close  correla- 
tions between  trends  in  the  "real" 
money  supply  and  trends  in  the  Dow 
Jones  industrials.  Lately,  with  Mx  ris- 
ing and  the  inflation  rate  falling,  the 
"real"  money  supply  has  sharply  re- 
versed a  steep  downtrend,  and  this 
reversal  was  accompanied  by  steeply 
rising  P/E  ratios  and  stock  prices. 
Now,  if  this  correlation  continues,  a 
slowdown  and  leveling  off  in  "real" 
money  growth  at  a  rate  of,  say,  under 
3%  might  tend  to  place  something  of 
a  ceiling  on  the  bull  market  in  com- 
mon stocks  and  so  could  make  it 
vulnerable  to  large  intermediate-trend 
corrections  (more  than  15%  in  the 
DJI),  perhaps  at  least  until  inflation 
appears  to  be  under  thorough  con- 
trol. ( An  interesting  study  of  this  sub- 
ject was  done  recently  by  Paul  Pap- 
padio  of  First  Harlem  Securities,  a 
NYSE  member  firm. ) 

Another  member  of  the  Fed's 
Board  of  Governors,  Dr.  Henry  C. 
Wallich,  made  some  interesting  ob- 
servations a  couple  of  weeks  ago  at 
the  New  York  Society  of  Security 
Analysts.  Pointing  to  the  familiar  facts 
that  the  economy  will  need  huge 
quantities  of  capital  in  the  years 
ahead,  and  that  debt-heavy  corpora- 
tions should  be  enabled  to  raise  much 
of  this  money  in  equity  form,  he  sug- 
gested that  both  goals  could  be  met 
by  restructuring  the  relative  tax  treat- 
ment of  interest  and  dividend  pay- 
ments, at  least  with  respect  to  future 
financing.  The  aim  would  be  to  re- 
duce the  aftertax  cost  of  equity  fi- 
nancing, relative  to  debt  financing. 
The  political  feasibility  of  any  such 
proposal  may.be  moot,  but  politics 
some  day  may  have  to  bend  to  eco- 
nomic and  financial  necessity.  If  so, 
there  will  eventually  be  a  large  in- 
crease in  common  stocks  on  the  new- 
issue  sector,  a  trend  that  presumably 
would  materialize  in  any  case  at  high- 
i r  bull-market  price  levels.  ■ 
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The  Name  Of  The 
Game  Is  Stocks 

By  Myron  Simons 


If  you  are  wondering  whether  this  is 
the  right  time  to  invest  in  the  stock 
market,  perhaps  the  best  way  to  help 
you  make  up  your  mind  is  to  twist  the 
question  around  a  little.  After  all,  any- 
thing you  do  with  your  cash  is  a  form 
of  investment.  That  covers  the  gambit 
from  keeping  your  money  in  a  safe  de- 
posit box  to  the  most  speculative  play- 
in  options.  So,  ask  yourself  about  the 
best  way  right  now,  and  you  should 
find  the  answer  rather  easily.  If  you're 
like  me,  you  will  be  led  right  to  the 
stock  market. 

Let's  start  with  two  general  assump- 
tions. The  first  is  that  the  economy  will 
recover  from  the  recession.  There's 
some  question  as  to  whether  it's  going 
to  be  a  fast  process  or  a  relatively 
slow  one,  but  there  doesn't  seem  to 
be  much  doubt  that  the  improvement 
will  come.  The  second  is  that  we  may 
have  missed  the  possibility  of  curing 
inflation,  at  least  for  one  complete 
economic  cycle.  That  doesn't  neces- 
sarily mean  a  return  to  the  double- 
digit  figures  of  last  year.  But  in  the 
anxiety  of  Congress  to  spend  its  way 
out  of  the  recession,  it  has  virtually 
accepted  an  inflation  rate  of  5%  or  6%. 

That  has  important  negative  im- 
plications for  investment  in  the  bond 
markets.  There's  a  general  rule  of 
thumb  which  says  that  a  long-term 
bond  of  high  quality  should  yield  3% 
plus  the  rate  of  inflation.  If  you  fol- 
low that  dictum,  there's  not  much  lee- 
way left  at  present  long-term  interest 
rates.  If  you  need  regular  income  with- 
out the  necessity  of  watching  it  too 
closely,  you  may  have  to  own  bonds. 
You  will  probably  see  them  go  lower 
in  a  year  or  two,  but  it's  a  price  you 
may  have  to  pay  for  regularity  and 
ultimate  safety. 

If  you  want  to  try  to  make  a  prof- 
it in  fixed-income  securities,  you  can 
pick  some  of  those  bonds  that  are 
selling  at  enormous  yields  because  the 
recession  has  raised  questions  about 
the  company's  credit  rating.  A  return 
to  prosperity  can  improve  the  nega- 
tives and  make  the  bonds  worth  a  lot 
more.  But  to  succeed  at  the  game, 
very  careful  analysis  is  required. 
Long-term  bonds  are  a  necessity  for  a 
lot  of  investors,  but   they   are   not    a 
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very  attractive  area  right  now. 

Tax-free  bonds  may  be  something 
else  again.  There's  been  a  lot  of  con- 
cern about  the  credit  risks  of  a  num- 
ber of  important  issuers,  such  as  New 
York  City  and  even  New  York  State. 
Add  to  that  the  fact  that  a  number 
of  banks,  which  are  traditional  buy- 
ers of  tax-frees,  don't  currently  have  as 
great  a  need  for  tax  exemption  as 
they  usually  do,  and  you  get  a  series 
of  forces  that  have  kept  tax-free  yields 
near  their  highs.  So,  if  you  are  in  a 
high  tax  bracket,  this  can  be  an  ex- 
cellent place  for  part  of  your  money. 

On  The  Offensive 

Short-term  bills  and  certificates  of 
deposit  were  popular  investment  me- 
dia last  year.  That  was  because  every- 
thing else  was  deteriorating  so  rapidly 
that  your  purchasing  power  for  other 
investments  grew  simply  by  keeping 
your  powder  dry.  That's  not  true  any- 
more, however,  and  it  seems  unwise 
to  keep  your  money  in  the  short-term 
money  area.  It's  safe,  but  you  can 
barely  make  enough  to  keep  up  with 
the  rate  of  inflation.  In  a  recovery 
economy,  you  want  to  be  on  the  of- 
fense, not  on  the  defense. 

That  leaves  the  stock  market  as  the 
best  possible  investment  world  not  only 
for  the  average  investor,  but  for  the 
giant  pools  of  capital  both  here  and 
abroad.  That  may  not  hold  true  for- 
ever. The  time  will  come  when  divi 
dend  yields  get  low  enough,  or  inter 
est  rates  high  enough,  to  make  it  ad- 
visable to  shift  the  other  way.  But 
that's  in  the  future.  There  should  still 
be  plenty  of  time  to  get  in  long-term 
capital  gains.  The  one  thing  to  WOTTJ 
about  is  that  if  the  economy  puts  on 
too  much  steam  too  fast,  the  Fedci.il 
Beserve  may  be  forced  to  ad  to  slow 
it  down.  If  that  happens,  be  prepared 
to  duck. 

Typically,  the  best  opportunitii 
this  stage  are  in  the  secondary   eom 
panies.    Many   of   them   did   just    line 
throughout   the  recession;    better,    in 
many    cases,    than     the    blue    chips. 
Even   though   some   pretty   uooo1    ad 
vances  have  been   made   In    the 
ondary   stocks— they    were    selling    at 
close  to  bankruptcy  prices  last    lall— 
they  still  have  the   potential   <>l    solid 
Increases  in  price,   Man)   "I  the    • 
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ondary  companies  don't  have  the 
wide  following  of  the  blue  chips.  The 
positive  side  of  that  is  they  still  are 
undervalued;  the  negative  is  that  they 
can  remain  so  until  they  are  dis- 
covered. So,  it's  not  enough  to  buy 
well.  You  must  ask  yourself  what  will 
bring  them  to  investors'  attention  so 
you  will  be  able  to  sell   at  a  profit. 

Attracting  Attention 

Take  energy,  for  instance.  Many  of 
the  obvious  stocks,  such  as  the  coals 
and  the  oils,  have  had  big  moves.  But 
there  will  be  other  forms  of  energy. 
Garbage  will  be  burned,  perhaps  as  a 
booster  for  coal.  Lower  grades  of  fuel 
will  cause  greater  pollution,  and  plants 
which  burn  them  will  need  more  pol- 
lution-control devices.  Such  compa- 
nies as  Wheelabrator-Frye  (16), 
American  Air  Filter  (19)  and  Enviro- 
tech  (24)  should  benefit.  When  the 
economy  gets  rolling  and  construction 
begins  on  new  plants,  each  with  its 
own  environmental  problem,  these 
stocks  should  command  a  great  deal 
of  interest. 

One  of  the  things  the  oil  embargo 
has  taught  us  is  that  the  underde- 
veloped countries  are  a  dynamic  force 
politically.  Many  of  them  are  prin- 
cipal sources  of  the  raw  materials 
that  industrialized  countries  need. 
When  prosperity  returns  and  raw  ma- 
terial stocks  get  used  up,  we  may  see 
international  commodity  and  metal 
cartels  developing.  Under  these  cir- 
cumstances, domestic  sources  of  raw 
materials  will  be  valuable;  stocks  like 
Anaconda  (15)  and  United  Nuclear 
(16)  should  attract  a  lot  of  attention. 
The  underdeveloped  countries  can 
make  problems  for  the  United  States, 
if  they  wish,  but  the  fact  that  we  are 
the  breadbasket  of  the  world  should 
help.  So  stocks  like  Hesston  (24) 
and  Deere  (42)  shouldn't  be  over- 
looked. 

We  are  just  entering  that  stage  of 
the  stock  market  when  investors  can 
begin  to  think  about  how  well  com- 
panies can  do  during  a  return  to  pros- 
perity rather  than  worry  about  how 
badly  they  will  be  hurt  in  a  deepen- 
ing recession.  At  this  point,  the  risks 
are  less  and  the  potential  rewards 
are  very  satisfactory  for  those  who  are 
willing  to  use  a  little  imagination  and 
do  some  careful  analytical  work. 
There  are  obviously  a  number  of  pos- 
sible problems  ranging  from  interna- 
tional conflicts  to  an  uncomfortable 
need  to  raise  money  for  both  the  pri- 
vates sector  and  the  Government  if 
the  economy  begins  to  improve  too 
rapidly.  However,  we  should  be  able 
to  detect  early  warning  signals  of 
an  approaching  calamity.  In  the  mean- 
time, the  stock  market  looks  like  the 
■  place  for  investment  money.   ■ 
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FOR 
DADDIES 

Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  1  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  All  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  of  tak- 
ing care  of  their  kids.  Don't  be 

|  afraid.  It's  what  you  don't  know 

I  that  can  hurt  you. 


* 


AMERICAN  CANCER  SOCIETY 


Readers  Say 


(Continued  from  page  9) 

Sir:  Enough  is  enough!  Are  we  to 
assume  that  with  5  mph  bumpers  and 
12  mph  air  bags  both  mandatory  it 
shall  then  become  unlawful  to  travel 
6  mph  to  11  mph? 

—Roger  W.  Wood 
Santa  Ana,  Calif. 

Sir:  These  sorts  of  additions  to  cars 
should  be  optional  equipment.  To  in- 
sist on  these  add-ons  for  cars  is  an  in- 
fringement of  my  right  to  choose. 

—Henry  T.  Schlachter 
Birmingham,  Mich. 

A  Matter  Of  Taste 

Sir:  The  Campari  advertising  you 
referred  to  only  appears  abroad  (Fact 
6-  Comment,  May  15).  Different  cul- 
tures and  nationalities  can  react  dif- 
ferently to  advertising  stimuli.  While 
the  European  advertising  may  not  suit 
the  American  reader,  it  does  seem  to 
be  effective  in  the  U.K.  and  on  the 
Continent. 

Attached  is  one  of  our  Campari 
ads  which  are  running  in  U.S.  pub- 
lications. I  hope  that  you  will  view 
them  in  a  more  favorable  light. 

—Curt  K.  Brill 

Executive  Vice  President, 

Liggett  &  Myers  Inc. 

New  York,  N.Y. 


CAMPARI  INSTEAD. 


CAMPARI 
&  TONIC. 


Stretching  A  Point 

Sir:    What    is    so    surprising    about 
Esmark  buying  Playtex   (Other  Com- 
ments,   May    1)?   They    are    both    in 
the    same    business.     Both     arc     meal 
packers,  aren't  they? 

— W.K.  Aimm.iai  w 
Monmouth,  111. 

Ware's  Perspective 

Sue   In  your  article  on   Internation- 
al   Minerals    &    Chemical     (  May    1) 


you  say,  "Gone  is  all  the  talk  of  feed- 
ing the  world's  starving  masses  that 
[present  CEO  Richard  A.]  Lenon's 
predecessor,  Tom  Ware,  used  to  pur- 
vey in  the  Sixties."  So  where's  the 
perspective  on  IMC's  situation?  By 
equating  itself  with  world  hunger, 
IMC  has  been  able  to  establish  itself 
clearly  in  the  eyes  of  the  public,  its 
stockholders  and  its  customers  as  hav- 
ing a  sound  purpose  and  clear  sense 
of  objectivity.  IMC's  keel  was  sound- 
ly laid  back  in  the  early  1950s  on  the 
basis  of  world  food  needs.  Its  invest- 
ment in  Canadian  potash,  for  instance, 
took  15  years  from  initial  commitment 
to  where  the  first  ton  came  above 
ground.  How's  this  for  perspectiv  e 
when  you  consider  that  the  oil  indus- 
try decided  to  make  a  massive  jump 
into  fertilizers?  How  could  IMC  have 
done  otherwise  than  to  have  stuck 
to  its  original  commitment?  Was  the 
oil  industry's  newfound  interest  in 
fertilizer  more  than  a  perturbation  of 
the  total  industry's  economics? 

—Tom  Ware 
Winnetka,  111. 

No  Profits  In  Dry  Holes 

Sir:  Re  your  May  1  article,  "Oil 
Depletion  Diminishing  But  Far  From 
Dead."  I  am  an  exploration  geolo- 
gist. I  know  that  even  when  applying 
the  best  geological  and  geophysical 
data  available,  the  best  of  prospects 
can  result  in  dry  holes.  An  operator 
may  drill  ten  or  even  20  dry  holes 
before  he  or  his  investors  ever  receive 
a  cent.  To  help  the  country  keep  some 
degree  of  self-sufficiency  in  the  ener- 
gy field,  the  oil  industry  must  be  giv- 
en proper  incentives. 

—Floyd  E.  Heard 
Midland,  Tex. 

Less  Tax 

Sue     He    the    Copley    Press    article 
(Apr.    15).    I    disagree   with   the    tax 
attorney's    estimate    of    the    estate    tax 
liability.    If    the    average    price/ earn- 
ings    ratio     lor     13     leading     public  l\ 
owned     newspaper     chains     is     about 
eight,    surely    the    newspaper    propei 
ties  oi  the  Copley  Press  would  be  en 
titled  to  a  lower  valuation  because  the 
privately   owned    stock    is    noninaiket 
able.    Undoubtedly,    the   shrewd    Mrs. 
Copley  is  aware  that    the   IBS,   in   n< 
ognizing   this    position,   will   often    ac 
cepl    an    evaluation    based    on    a    dis 

counl   ol   308  or  more  from   die  in 
dustrv's    average    price/ earnings    mill 

tiple.  Thus,  Mr.  Copley's  insistence  on 

absolute    control    niav    have    cost    Mis 

Copley  $1  I    million   rather  than   siti 

million. 

—Sin  LTON   l'i  i  m  v 

President, 

Mark  \  II  Consultants,  Inc. 
\\  eslpolt.    (    Ollll 
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Zl  Indicated  below  are  those  advertisers  who  will  make  additional  information  or 
Annual  Reports,  as  stated  in  their  advertisements  on  the  pages  noted,  available  to 
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AMERICAN  GAS  ASSOCIATION,  INC.  6 

Agency:  J.   Walter  Thompson    Company 

AMERICAN  TELEPHONE   & 

TELEGRAPH   CO 38 

Agency:   N.W.  Ayer  ABH  International 

CANTON  COMPANY  9 

Agency:   Waltjen  Associates,  Inc. 

□  COLT  INDUSTRIES  INC.       2nd  Cover  &  1 

Agency:    Marsteller  Inc. 

COMMONWEALTH    OF  PUERTO   RICO 
ECONOMIC   DEVELOPMENT 

ADMINISTRATION     27 

Agency:   Ogilvy  &  Mather  Inc. 

M.C.  CORBIN  CO 78 

Agency:    M.C.  Corbin  Co. 

DATA   GENERAL   CORPORATION  3 

Agency:   Scali,  McCabe,  Sloves,  Inc. 

□  DEAN  WITTER  &  CO.  14 
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JAMES    DINES   &  COMPANY  74 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

D  EASTDIL    REALTY,    INC 50 

Agency:   David  Singer  Associates,  Inc. 

D  FERRO  CORPORATION  51 

Agency:   Watts  Lamb  Kenyon  and 
Herrick,  Inc. 

D  FIDUCIARY  TRUST  COMPANY 

OF  NEW  YORK  36 

Agency:   Edwin  Bird  Wilson,  Inc. 

FINANCIAL   PROGRAMS,    INC 80 

Agency:    Broyles,  Allebaugh  &  Davis, 
Inc. 

THE  FIRST  BOSTON 

CORPORATION  63,  70,  71 

Agency:    Doremus  &  Company 

FIRST  TENNESSEE   NATIONAL 
CORPORATION  18 

Agency:   John  Malmo  Advertising,  Inc. 

FORBES    MAGAZINE     81 

THE   GARRETT   CORPORATION  29 

Agency:   J.   Walter  Thompson    Company 

::■  GENERAL  ELECTRIC  COMPANY  42-43 

Agency:    Robert  S.  Cragin,  Inc. 

GENERAL    ELECTRIC    COMPANY  34 

Agency:   Meldrum  &  Fewsmith,  Inc. 

GENERAL   MOTORS  CORPORATION 
BUICK    MOTOR   DIVISION  4 

Agency:    McCann-Erickson,  Inc. 

GENERAL   MOTORS  CORPORATION  8 

Agency:    N.W.  Ayer  ABH  Internation?  i 

HUMANA    INC 47 

Agency:   Eisaman,  Johns  &  Laws,  Inc. 

THE   INDUSTRIAL  DEVELOPMENT 
AUTHORITY  OF  IRELAND  7 

Agency:   St.  Vincent/Chew/Milone 
Advertising,  Inc. 

INTERNATIONAL  BUSINESS 
MACHINES  CORPORATION- 
OFFICE    PRODUCTS   DIVISION  10-11 

Agency:   Carl  Ally  Inc.,  Advertising 

INTERNATIONAL  PAPER 

COMPANY  30  -31 

Agency:   Ogilvy  &  Mather  Inc. 
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KUHN,   LOEB   &  CO 65 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

LIGGETT  GROUP  33,  35,  37 

Agency:    Berger  Stone  &  Ratner,  Inc. 
Advertising 


□  MGIC   INDEMNITY  CORPORATION 

Agency:   Campbell-Mithun,  Inc. 
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MANUFACTURERS   HANOVER  TRUST 
COMPANY  54-55 

Agency:   Edwin  Bird  Wilson,  Inc. 

MARSH  &  McLENNAN  COMPANIES, 

INC 61 

Agency:  J.   Walter  Thompson    Company 

N  L  INDUSTRIES,  INC 3rd  Cover 

Agency:   The  Marschalk  Company,  Inc. 

THE   PADDINGTON   CORPORATION 

(J&B  SCOTCH  WHISKEY)  Back  Cover 

Agency:   E.T.  Howard  Company,  Inc. 

PAN   AMERICAN  WORLD  AIRWAYS 

INC 59 

Agency:   Carl  Ally  Inc.,  Advertising 

PARTNERS   FUND,    INC.    78 

Agency:   The  Leo  Ba^on  Agency  Inc. 

POSTAL  THRIFT  LOANS,    INC.     80 

Agency:   John  D.  Morgan,  Inc./ 
Advertising 

T.    ROWE   PRICE  GROWTH  STOCK 

FUND,    INC 82 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

PUBLIC  SERVICE   ELECTRIC  AND 

GAS   COMPANY  74 

Agency:    Doremus  4  Company 

RCA  CORPORATION     53 

Agency:  J.   Walter  Thompson   Company 

D  ROCKWELL    INTERNATIONAL  32 

Agency:   Campbell-Ewald  Company 

SHELL   OIL  COMPANY  78 

Agency:  Ogilvy  &  Mather  Inc. 

SPORTS  ILLUSTRATED      56 

Agency:   Young  &  Rubicam 
International  Inc. 

D  SYNALLOY    CORPORATION     13 

Agency:   Woolf,  Doughty  Inc. 

□  JAMES  TALCOTT,    INC 41 

Agency:   Shaw  Elliott  Incorporated 

TEXTRON    INC 44 

Agency:   J.   Walter  Thompson   Company 


UNITED    TELECOM       

Agency:    Brewer  Advertising  Inc. 
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THE  VALUE   LINE    INVESTMENT 

SURVEY 77 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 

□  VAr  TAGE    PRESS     78 

igency:    Murray  Left  &  Co. 

'    HITE,  WELD  &  CO.,  INC 67 

Agency:    Doremus  &  Company 

J  THE  WILLIAMS  COMPANIES  72 

Agency:    Hood,   Hope  &  Associates,  Inc. 

MAX    M.    WILSON  74 

Agency:    Chaparral  Advertising  Agency 

XEROX    CORPORATION  48-49 

Agency:    Needham,  Harper  &  Steers, 
Inc. 


Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 

Please  send  me Forbes  Slip  Cases. 

My  check  for is  enclosed. 

Prices:  $4.25  each,  3  for  $12,  6  for 
$22.  (Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case 
for  postage  and  handling. 


Name. 


Address. 
City 


(please  print) 


.State. 


.Zip. 


Please  allow  3  to  4  weeks  for  delivery. 
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-pi  I  on  the 

I  nOUghtS . . .  Business  of  Life 


Some  parents  give  most 
by  giving  least. 
Arnold  Glasow 


The  inheritance  of  a  distinguished 
and  noble  name  is  a  proud  inheritance 
to  him  who  lives  worthily  of  it. 
Caleb  C.  Colton 


To  be  a  parent  without 
<-an  assistant  is  hard  work. 
William  J.  Temple 


You  might  as  well  fall 

flat  on  your  face 

as  lean  over  too  far  backward. 

James  Thurber 


Honors  run  into  money. 
French  Proverb 


We  are  sure  to  get  the  better 
of  fortune  if  we  do  but 
grapple  with  her. 
Seneca 


There  is  but  one  virtue— 
the  eternal  sacrifice  of  self. 
George  Sand 


Work  alone  does  not  suffice— 
the  effort  must  be  intelligent. 
Charles  B.  Rocers 


The  only  reward  of  virtue  is   virtue. 
Ralph  Waldo  Emerson 


The  young  man  entering  business, 
tvho  is  anxious  to  succeed, 
must  recognize  that  his  success 
cill  be  in  proportion  to  the  value 
of  the  service  he  renders. 
Great  service,  generally  speaking, 
brings  great  reward.  He  ivho  is 
ambitious  to  succeed  must  learn 
how  he  can  best  serve,  how  he  can 
fit  himself  to  earn  high  rewards, 
how,  in  short,  he  can  make  himself 
useful  beyond  the  ordinary. 
B.C.  Fori 


Only  have  enough  of  little  virtues 

and  common  fidelities,  and 

you  need  not  mourn  because  you  are 

neither  a  hero  nor  a  saint. 

Henry  Ward  Beecher 


It  sometimes  happens,  even  in 
the  best  of  families, 
that  a  baby  is  born.  This  is  not 
necessarily  a  cause  for  alarm. 
The  important  thing  is  to  keep 
your  wits  about  you  and 
borrow  some  money. 
Elinor  Goulding  Smith 


Success  can  corrupt; 
usefulness  can  only  exalt. 

DlMITRI  MlTROPOLOUS 


Blessings  ever  wait  on 
virtuous  deeds,  and  though  a  late, 
a  sure  reward  succeeds. 
William  Congreve 


Fortune  gives  many  too  much, 
but  none  enough. 
Martial 


Try  to  do  to  others 

as   you  would  have  them   do  to  you, 

and  do  not  be  discouraged 

if    they    fail    sometimes.    It    is    much 

better  that  they  should  fail 

than  that  you  should. 

Ch  vrles  Dickens 


The  greatest  obstacle  to 
your  success  is  probably  you. 
Frank  Tycer 


If  you  mean  to  profit, 
learn  to  please. 
Winston  Churchill 


Ambition  is  the  spur  that 
makes  men  struggle  with  dtsiiny. 
It  is  heaven's  own  incentive 
to  make  purpose  great 
and  achievement  greater. 
Donald  G.  Mitchell 


Financial  rewards 
follow  accomplishment, 
they  don't  precede  it. 
Harry  F.  Banks 


Summer  is  drawn  blinds  in  Louisiana, 
long   winds    in    Wyoming,    shades   of 
elms  and  maples  in  New  England. 
Archibald  MacLeish 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue. 
New  York,  N.Y.  10011.  N.Y.  State 
residents,  add  4% -8%  sales  tax. 


A  Text 


Sent  in  by  Gerald  Kaplan.  Midland. 
Mich.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  l<>  senders 
of  texts  used. 


And   he    shall    turn    the    heart    of    the 
fathers  to  the  children,  and  the  heart 
of  tin  children  to  flu  ir  fathers 
Mala<  ill    1:6 
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